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Attachments: Marine Drive Appeal Case.doc

varine Drive Appeal
Case.doc (...

Stephen
I have attached my appeal report at the end of this e-mail for your information.

All documentation proper.to.the Marine Drive appeal was returned to the Area Intervention Office at Crown Street
,Darlington DL1 1AB GGRO __________ 1, the contact at this office is the Contracts Manager , Lesley Joyce.

In answer to the questions you have directed to Cath here are my

responses:-

(i) The assumptions Mr Castleton makes, as well as those from his alleged 'experts' simply do not hold credence.
As part of the appeal investigation I reconstructed the branch accounts for seventeen weeks as well as examined
every transaction entry over the critical periods when the losses being incurred were at their greatest.

The reconstruction of the accounts and the analysis of cash usage against the actual transaction being performed
at the branch did not reveal any discrepancies , apart from incorrect cash declarations.

The reconciliation of these accounts, the evidence obtained from customers depositing cash at the branch
demonstrated that Mr Castleton was making repeated false cash declarations.

On a number of occasions it was demonstrated that the physical cash that was proven to be in the branch , was
different from the cash that was being declared onto the Horizon system.

Additional tracking of all increases in cash ordered by the branch , demonstrated that the branch did not need to
order excessive amounts of cash that were not required to service the transactions that were being performed.
The orders for extra cash were always in week where there was a reported significant loss at the branch.

(i) The lists of documents that I examined included all the branches cash accounts, the daily balance snapshots
and evidence in the branch from a customer who frequently deposited large sums of cash into the branch.

It would be most unusual for Subpostmasters to perform frequent balance snapshots throughout the trading
week. In my experience of hearing appeals, this practice is quiet common in proven theft cases.

(i) The main frame computers of Post Office Ltd handle on line transactions performed by twenty eight million
customers each week at around sixteen thousand post office branches. We will keep records of the total accounts,
however the costs of extrapolating low level data would be significant , for a case that has already been
established 'on the balance of probability’.

(iv)

a) The extensive examination of the Horizon System at the time of the discrepancies, subsequent checks at
Fujitsu by myself as part of the appeal investigation as well as the examination of accounts of the system at the
branch have clearly demonstrated that there is nothing wrong with the Horizon system.

b) The transactions were entered into the Horizon system correctly, I conducted several searches with our error
resolution teams with only three minor errors being apparent over a significant period of time. This error rate was
significantly below what would have been expected at a branch that was recording significant account
discrepancies.

In summary, the decision to terminate the contract for services of Mr Castleton was sound and on the balance of
probabilities the cash was removed by a person or persons working within the branch.

(See attached file: Marine Drive Appeal Case.doc)

Hope this helps
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Area Dévelopment Manager
Network Change

Post Office Ltd

" Sales and Service

Upper Floors, The Markets DMB, 6/16 New York Street, Leeds LS2 7DZ

Postlinef GRO Mobexq GRO Mobne' GRO jExternalE-mail:john.h(jonesé GRO

"Stephen Dilley”

GRO

To: | GRO <>
cc: <mandy talbo! GRO
Subject: FW: Urgent The Post Office -v- Lee Castleton (Marine Drive Post

Office,
17/11/2005 15:22 Bridlington)

Dear Mr Jones,

I am a solicitor at Bond Pearce LLP and have recently taken over conduct of the Post Office's claim against Mr
Castleton. I understand form Ms Oglesby that you presided over his appeal against being dismissed in 2004. Is
this correct?

You will see the gist of Mr Castleton's defence from my email to Ms Oglesby below. In summary, he has obtained
2 expert's reports which state that the deficiencies have probably been brought forward despite the fact that they

have been entered onto the suspense account entry. They suspect this is because the Horizon system, despite the
suspense account entry, has failed to recognise the entry on the daily snapshot.

We need to obtain as much documentation as possible to ascertain whether there may be any truth in this
defence. Ms Oglesby believes that a full set of the documentation which was removed from the post office would
have been sent to you to deal with on appeal. Do you still have these documents? If so, please could you send
them to me?

Please could you also answer the questions that I have directed to Ms Oglesbhy below?

1 look forward to hearing from you as soon as possible.

Kind regards.

Stephen Dilley

Solicitor

for and on behalf of Bond Pearce LLP

DDI: 4 GRO

Main office phone: | GRO i
Fax: _*I GRO :. ............................. 3

www . BORUPEaTce. €6m

----- Original Message-----

From: Stephen Dilley

Sent: 17 November 2005 11:50
To: cath.oglesby. GRO 4 :
Cc: 'cheryl. woodward GRO ¢'; 'mandy.talbot GRO i

Subject: Urgent The Post Office —v- Lee Castleton (Marine Drive Post Office, Bridlington)

2
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")ear Ms Oglesby,
I havettried unsuccessfully to speak to you today.

Mr Castleton's solicitors are seeking the return of documents that they say you removed from the Marine Drive
Post Office when you did an audit. I understand that not all those can be found.

I attach copies of the following:-

(a) A without prejudice letter dated 30 September from Mr Castleton's solicitors to Bond Pearce;

(b) Bentley Jennison's Report dated 23 September and attachments; and

(c) White & Hoggard's report dated 18 August.

Bentley Jennison state that the deficiencies have probably been brought forward despite the fact that they have
been entered onto the suspense account entry. They suspect this is because the Horizon system, despite the
suspense account entry, has failed to recognise the entry on the daily snapshot. They have drawn this conclusion
through looking at the discrepancy of £3,509.18 on Thursday 26 February 2004. They then suggest that this
double accounting could have continued over a number of weeks and that as such, Mr Castleton's Defence,
"appears to hold potential merit based on the limited documentation" they have so far reviewed. White & Hoggard
reach a similar conclusion in their report.

Bentley Jennison seek:

(i) A full list of all the transactions carried out within the Post Office (he says that it is not good enough that
management information is not availabie simply because the "month end has been closed down".

(ii) The actual audit report you prepared. He says that the actual report would have been a manuscript writing
document rather than a typed document.

(iii) P and A Reports for weeks 39-52.

(iv) Cash and stock counts for when Mr Castleton began trading and when he stopped being a Post Office Sub-
Postmaster.

(vi) The events log for weeks 39 to 52.
(vii) Transaction log.
(viii) The daily snapshots.

Mr Castleton believes that if he can get these documents, he will be able to undertake a manual reconciliation of
the cash account in order to substantiate his belief that the losses are not real but attributable to computer error.

1. Do you believe the suggestion put forward by the experts could (at least in theory) be correct? If not, why
not?

2. Do you have a list of what documents you removed to do the audit? Is it normal for sub post office masters to
do daily snapshots?

3. Would it be possible to regenerate the above missing records from computer records at the Post Office? If
computer records are not kept centrally, would they be stored on the hard drives of the computers at the Marine
Post Office? If so, could you obtain them?

4. In an email from Fujitsu to Richard Benton dated 5 May 2004, Fujitsu stated "It is possible that they are not
accurately recording all transactions on the system. " If there have been human errors in recording the
transactions, could an explanation be that:

(a) there was nothing wrong with Horizon, because it simply reflected the information entered on to it; but

(b) if staff punched in the wrong numbers into Horizon, there may have been no real loss (even though Horizon
would show a loss) - it is simply an error in accurately recording transactions.

I look forward to hearing from you as soon as possible.
Kind regards.

Stephen Dilley
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~ Tolicitor

.or and on behalf of Bond Pearce LLP

DDI: i GRO i

Main office phone: + GRO ;
Fax: 4 GRO ;

www.bBshapearee e

—— Original Message--z-=-

From: cheryl.woodward GRO i
GRO
Sent: 17 November 2005 08:49

To: cath.oglesby, GRO !

Cc: Stephen Dilley
Subject: Urgent Re: FW: The Post Office -v- Lee Castleton

Hi Cath

Could you please contact Stephen Dilley at Bond Pearce Solicitors in relation to Lee Castleton formally of Marine
Drive Po. They need to know what documentation was removed from the office.

Stephen] GRO i

Lt imimm e m e e i

Thanks Cheryl.
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This email and any attachments are confidential and intended for the addressee only. If you are not the named
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The information in this e-mail and any attachments are confidential and may be legally privileged and protected
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Bond Pearce LLP is a Limited Liability Partnership registered in England and Wales number 0OC311430.

Registered Office: Bristol Bridge House, 138-141 Redcliff Street, Bristol,
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Bond Pearce LLP is regulated by the Law Society.
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Appeal against Summary Termmatlon of Contract -
Mr Lee Castleton Marine Drive '

Mr Lee Castleton

14 South Marine Drive
Bridlington

YO15 3DB

Date of suspension: 23" March 2004.
Date of termination of contract: 17" May 2004.

Details of charge: The branch incurred a twelve week period of large
unexplained losses, which were not made good. The Subpostmaster blames
the Horizon computer system for these losses, however no evidence has ever
been forthcoming to support such claims and the contract for services was
terminated on the 17" May 2004 under section 1 paragraphs 5 and 10 and
section 12 paragraph 12.

1.Brief Case History

The Subpostmaster Mr Lee Castleton first reported that a large cash shortage
of approximately £1100.00 had occurred in week 39, although this loss was
made good prior to the cash account being produced. The next large shortage
of £4230.97 was reported in cash account week 43 and this was reported to
the Retail Line Manager.

Subsequently on each of the next three weeks the shortages in the account
are rolled over with each increasing loss being added to the rolling total. At of
cash account week 46 there was a total of £8243.10 in counter losses at the
branch.

This figure was then transferred to the suspense account for cash account
week 47. There were further losses in cash account week 48 of £3509.18 ,
this figure was added to the suspense account to give a total held in table 2a
of £11752.78.

The counter loss of £3512.26 in cash account week 49 was rolled over into
cash account week 50.

The final result in cash account week 50 produced another counter loss
£7140.85, which when added to the loss rolled over from week 49 gave a total
of £10,656.11.

The final rolling loss figure at the audit of the 23" March 2003 found there to
be £11,210.56 short in the accounts with £11,752.78 being held in the
suspense account. The final figure posted to the late account duty totalled
£25,758.75.

Despite receiving advice from the Retail Line Manager and from the National
Business Support Centre Mr Castleton did not implement the advice on
introducing tighter managerial controls to identify the source of the ongoing
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problems, he repeated states that the problems all the fault of the Horizon
computer system.

The balance results that have been recorded by the interim Subpostmasters
since the date of suspension on the 23™ March 2004 have in every week
replicated the results that would be expected at a branch that transacted the
level of business of Marine Drive. There have been no issues identified by the
Horizon System Helpdesk, Fujitsu nor have there been any corresponding
transactional error notices that could explain the losses that were reported
over the period in question.

2. Enquiries Pre Appeal

a)

b)

d)

f)

Enquires were made to Cheryl Woodward at Transaction Processing to
check on the volume of error notices recorded prior to the loss period
between weeks 42 and 51 as well as checking as the level of error
notices that had been received since the suspension on the 23"
March. Only one error notice of note had been received and this was
for the sum of £1256.88 to be charged to the late account. Two smaller
error notices totally £292.00 were also to be charged to the late
account.

An analysis of seventeen weeks cash accounts were undertaken to
establish the following: The arithmetical accuracy of those accounts,
the average volume and value of the transactions at the branch over
this period, the average cash usage, the cash ordering cycle as well as
identifying any transactional areas that were outside the mean average
value for the branch.

A visit to the Marine Drive branch on the 28" June 2004 to investigate
all those transactions that had been identified as being outside the
mean average value. The transactions were proved against the
Horizon receipts on hand in the branch. A number of further checks
were conducted across the receipts on hand to prove the final totals
that appear in the end of week accounts. Again these were proved to
be correct.

Enquires were conducted with the Retail Line Manager as to why the
advice she had imparted had not been followed by the Subpostmaster
and any reason as to why such losses were consistently dismissed by
the Subpostmaster as being proper to the Horizon System.

A daily transactional analysis could be conducted from balance
snapshots in the cash accounts of weeks 46, 47 and 50. The
transactional analysis and cash usage that was conducted indicated
that there were anomalies between the cash declared on each
Tuesday and the final cash declaration on the Wednesday at the final
balance.

A further visit to the branch was made on the 30™ June 2004 to track
the Girobank business deposits that the branch received to establish
the flow of cash into the office. The branch holds the account book for
a customer account 685 9461 and this customer regularly deposits
significant volumes of cash every Wednesday. Analysis of all the
customers’ deposits that had been made since November 2003 was
conducted to confirm the deposits had been brought to account. The
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cash account weeks of 46, 47 and 50 where daily transactional
analysis was being conducted were doubled checked to establish the
levels of cash that had been stated as being received from this
customer.

g) The analysis from the additional cash deposits confirmed as being paid
in by the customer 685 9461 demonstrated that false cash declarations
were being made as the cash usage that occurred in each week
examined (46, 47 and 50) was not reflected in final cash declared upon
the completion of the balance. The cash that was received from this
customer was not reflected in the cash that was finally declared in each
of the weeks examined.

h) Enquires were made to NBSC and HSH to ascertain and verify checks
that had previously been requested and conducted on the Horizon
system to confirm the systems integrity.

i) Analysis of all the telephone records held by NBSC and the HSH to
ascertain the detail of the calls, check the instructions issued to Mr
Castleton as well as check that the branch did not close due to running
out of cash.

3. Appeal Hearing

Notes of Appeal

Mr Lee Castleton
Thursday 1% July 2004 — Darlington Area Office

Present: Mr Lee Castleton (LC)
Mrs Julie Langham, Representative (JL)
Mr John Jones, Appeals Manager (JJ)
Miss Paula Carmichael (note-taker)

JJ made the necessary introductions and outlined the appeals process. He
explained that a decision would usually be made within seven days.

JJ began the interview by stating that LC’s contract had been terminated and
went on to ask him why he was appealing against this decision. LC replied
that he felt there had been computer errors at the branch and he wanted more
information.

JJ asked LC what cash declaration process he used. LC replied that he used
the cash declaration sheet and counted cash from the safe and drawers. JJ
asked if his cash declarations were accurate and LC replied that they were,
nine times out of ten. JJ asked about his process for ordering cash. LC said
that the car auction supplemented their cash requirement (garage which
makes a large daily deposit of cash) and he made sure they had enough cash
by placing an order before 2pm on a Tuesday. JJ asked LC how he knew
how much cash to order and L.C replied that he based it on amounts



previously used and Chrissie’s experience (assistant). JJ asked what he
would do if there was a discrepancy. LC said he would go through the usual
places to look such as Girobank cheques, re-check the cash and go through
all columns on the final balance.

JJ asked LC what his process was for dealing with error notices. LC replied
that he would work back through the paperwork and make it good before the
next balance.

JJ asked what action he took following the first discrepancy in Week 39. LC
said he made a call to the helpline to say he was short and began to work
through all the figures. LC stated he kept asking for help following
subsequent shortages, but his Retail Line Manager said it could be in the
system and would probably come back.

JJ asked if LC had taken any other action. LC said they had discussed
splitting the stock unit or running a manual week. LC said he had been in
favour of running a manual week to prove the system was wrong, but this had
not actually been done and he was then suspended.

JJ asked LC what system problems he thought were happening. LC said that
they constantly had to re-boot the system, the screen was freezing, ONCH
was quadrupling and there were so many other things. LC said he thought it
might be a software problem and at this point JL asked if it was not possible
for the hard disk from the computer to be taken away to be checked. JL went
on to say that she thought it appeared that there was no actual cash missing,
more that the figures had been misinterpreted on the lines.

JJ explained that the actual cash account adds up and that there was only
three things the computer could do:-

¢ Change balance forward figure
e [ncrease payments
e Increase receipts

JJ produced a report showing a 17-week cash analysis. He showed this to
LC and asked him if it surprised him. LC asked how the report was
generated, to which JJ replied that it was taken from the cash accounts. LC
then responded ‘no then’, indicating that the report didn’t surprise him.

JJ then produced a report showing a cash analysis for cash ordering which
showed rems inbound, average cash in hand, as well as tracking cash in and
cash ordered. JJ asked why extra cash had been ordered to which LC replied
‘| haven’t got a clue’. JJ went on to talk about a figure from the report, which
showed that the branch already had £60K, but another £40K had been
ordered. JJ said there was a higher trend between weeks 42 and 49 of how
much cash had been ordered. The difference between payments and
receipts is around £25K-£35K, but the trend in weeks 42 to 49 still was that
significantly higher amounts had been ordered. LC said he only ordered what
he felt was required. JJ said that for the entire period they actually needed
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between £200K-£265K, but had ordered £305K, of which £20K had gone
back.

JL said at this point that she felt her branch would be similar and went on to
explain that because of pre-planning, she had had to ring up for extra cash in
fear of running out, which had happened a couple of times. JL said it was
difficult to gauge how much cash you would need.

JJ went on to ask LC what had happened to all the extra cash. LC replied
that he didn’t know.

John then went on to talk about two snapshots from 10/2/04 and 11/2/04. On
11/2/04 there was £39K in receipts and £23K had been paid out. The cash
declaration from 11/2/04 stated £33K, when it should have stated £41K. On
that particular day, the auction had paid in £16.5K in cash. JJ asked LC to
explain these figures. LC said that it was a problem with Horizon not adding

up.

Looking at the cash declaration, JJ asked why this was not declared on
Wednesday 11/2/04. LC said that it must be within the paperwork. Declare
£68,163 on Tuesday, differential £16K receipts and pay out £12K. Should lock
up £72K - declare £81K in office. Declared false figure.

JJ asked why in Week 50 did he declare exactly the same figure of £3,500
each night on the snapshot. LC said it was all generated within the office.

JJ said that LC had told him he had declared accurate cash figures. LC said it
was generated from the system.

JJ said that £16.5K had physically come into the office in cash, but that the
cash declarations did not physically reflect this. LC responded that all figures
are generated from the machine that, in his view, is not working. JJ asked LC
what evidence he had of this and explained that the same Horizon kit was still
in the office. LC asked JJ what happened as part of the audit upon
changeover. JJ explained that they would transfer the difference out and that
the incoming subpostmaster does not carry any loss. A figure of £25K would
be transferred to Chesterfield. JJ stated that since LC had been suspended,
there had been no discrepancies over £22.00 at Marine Drive.

JJ said that Fujitsu had looked at the system on two occasions remotely and
have constantly said that the cash declared does not match. LC said that
checks had only been done going back to 1% March 2004, whilst the problems
had started on 13" January 2004. LC asked why had they not checked back
to when the errors had first started. JJ said that Fujitsu cannot find any
problem with the system.

JJ went on to ask LC about his aversion to the possibility of theft when
mentioned by Cath Oglesby on a visit to his branch. LC said that he was
there most of the time and Chrissie was there all of the time. LC went on to
say that Chrissie had worked there for 17 years and there was no chance that
anyone was left unsupervised. JJ asked LC why he was averse to advice

POL00083351
POL00083351



from Cath. LC said that in his opinion it was impossible for someone to steal
through that period of time. LC went on to say that he was averse to the
suggestion of theft after 8 weeks of reporting misbalances. LC said that all
figures are generated within the office and that they had been through all the
figures. He said he had tried to find the problem all along, but didn’t believe it
was due to theft as no one was left unsupervised. He said he had received
no support from Cath Oglesby from the start.

JJ said that checks had been done to test the integrity of the system. JJ
explained that Clear Desktop is an integrity system function that checks data.
LC confirmed he understood this.

LC said he could not understand why after week 1 or 2 someone couldn’t
have come to support him. JJ explained that the Horizon system has to have
a high resolution of integrity.

JJ moved on to talk about snapshots taken on 9/3/04 (week 50) and asked
why the net discrepancy is the same throughout the week and different on the
final one. LC said it was because the machine is not working and that the
discrepancy should have showed on the top of the snapshot. At this point LC
handed JC the instructions manual.

Whilst JJ read this, LC said ‘John, you are a specialist aren’'t you?'. ‘Are you
not paid separately for Horizon?’ LC specifically asked for his two comments
to be included within these interview notes.

JJ said he would have to take all the information away and look at it
thoroughly, as well as taking advice from the Horizon team. JJ said suspense
account checks had been done and this was just one issue in a whole set of
issues.

JJ asked LC to show him cash declarations for weeks 45 and 46 and asked
him why he was doing a cashflow before his cash declaration. LC said he
was able to have a look at how it was showing up cash. Again, JJ asked LC
why he was doing his cash declaration after producing a cashflow. LC replied
‘| haven't got a clue. NBSC said the facility was there’. LC said he didn’t
know what it was for.

JJ then referred back to why larger amounts of cash had been ordered. LC
replied that he must have needed it. JJ asked LC if he had taken the money.
LC replied ‘no, absolutely not, 100%’. LC said that two tests had been done
throughout this period and found nothing wrong, but obviously there was.

JJ asked LC if he wanted to add anything further. At this point LC handed JJ
a log of phone calls to the helpline etc. JL said she thought it had took a long
time for Cath Oglesby to get involved, especially as they were new to the
office. JJ explained that the role of a Retail Line Manager has changed and
they are now not the first point of contact for subpostmasters, the helpline is.
JL asked JJ if he personally felt that LC had had enough support and JJ
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confirmed he felt the support he had been given mirrored the support given to
every subpostmaster in Post Office Ltd.

JJ closed the interview.

4. Post Appeal Enquiries

a)

b)

A further check was made to Transaction Processing late account duty
to confirm that there were no other outstanding errors notices in the
system.

The Horizon final account declarations were handed to Network
Development Manager, Anita Turner who has no knowledge of the
case to conduct an analysis of the losses and the movements into the
suspense account between cash accounts weeks 45 and 50. The
results of this analysis were communicated in a letter to Mr Castleton
on the 8" July 2004.

5. Factors affecting the decision

a)

b)

d)

f)

The branch incurred unprecedented declared losses over a twelve
week period , for which Mr Castleton could only offer the explanation
that it was the Horizon System that was causing the errors.

The Subpostmaster has not during any period both prior to his
suspension on the 23" March 2004 and the appeal hearing on the 1%
July 2004 provided evidence that could be used to further investigate
or corroborate the allegations that he continually makes.

The checks that have been conducted by Fujitsu indicate that the
branch makes false cash declarations, this analysis was further
corroborated with the daily account analysis that was conducted as
part of the pre appeal enquiries. Mr Castleton was unable to offer
explanations for this, other than it was a fault on the system.

The weekly analysis that was conducted identified that the branch
required approximately £265k to meet its transactional requirements
between weeks 42 and 49, however the cash remittances were
increased outside the normal previously ordered remittances. This
resulted £305k being ordered over the same period, with only £20k
being returned. In each case the additional cash is ordered prior to a
subsequent cash discrepancy being declared. Mr Castleton could offer
no explanations as to why such sums of cash had been ordered that
were in excess of what was actually required.

That no error notices are evident through Transaction Processing to
provide an explanation to the counter losses that have been declared.
The daily cash transactional analysis that was conducted identified in
cash accounts week 46,47 and 50 that there was clear evidence of
false cash declarations being made as the cash received from a giro
customer was not reflected in the final cash declaration at the branch.
Mr Castleton was unable to offer any explanation for such
discrepancies, other than it ‘was the system'.
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g) That the branch has never incurred such large losses since the
suspension of Mr Castleton, despite a number of interim
Subpostmaster operating the branch. Mr Castleton could offer no
explanation as to why accurate balances are being recorded on the
system that he repeatedly alleges is corrupt.

h) That Mr Castleton when questioned denied ever taking the cash
himself.

i) The account declarations and movements into the suspense account
have been extensively examined by both the Retail Line Manager and
colleagues as well as an experienced manager in London to confirm
that the accounts declared by the Horizon system and the suspense
account are functioning correctly.

i) That the branch never ran out of cash and subsequently closed, if the
system was declaring spurious entries in the account there would
always be sufficient cash in the branch to meet its requirements. The
excess ordering of cash ensured that the branch always remained
trading, however Mr Castleton was unable to explain as to why the
additional cash was required in the branch if it was a system error as
any such system error would not affect the cash on hand as this was a
physical entity.

k) The accounting practices of Mr Castleton indicates that he chooses to
declare losses, make good error notices and declare the true position
of his accounts as he pleases. The evidence suggests that the
continuing practice of rolling losses together without seeking authority
to carry them even after the first amalgamated losses are introduced
into the suspense account in week 47, this practice continues from
week 49 until 51.

6. Conclusion

The case has a number of facets interrelated to the branches accounts apart
from the immediate headline issue of the large and unprecedented counter
losses declared at the branch.

The extensive analysis that has been conducted through the accounting
documentation made available for the appeal case as well as the cross
examination of transactional records at the branch indicate that the
transactions performed on the whole are done so accurately and in
accordance with operational guidelines.

This fact is corroborated by Transaction Processing who do not have
outstanding or waiting system adjustment error notices that could other wise
explain such discrepancies. There are only three error notices, and all of
these are to charge that have been added to the late account of the branch
and in each case they relate to a period immediately prior to the suspension
of Mr Lee Castleton.

The cash usage analysis and tracking of transactions that fall outside the
mean average value for the branch however indicate another factor to the
case. The cash that is ordered for the branch requirements is systematically



increased on four occasions, following the increases in the branch remittance,
their occurs a large cash discrepancy. Such trends are not in keeping with a
computer system error as Mr Castleton maintains, although he is unable to
provide any form of satisfactory answer as to why there is a need to keep
ordering extra cash for the branch.

The normal process for ordering cash at the Marine Drive branch is that the
branch contacts the Cash Centre prior to 14.00pm on a Wednesday to place
an order that will be delivered a day later on a Thursday. At this point of the
week the branch should be able to accurately estimate the actual cash the
branch requires. However in the weeks 42 through to 50 this appears not to
be the case.

The daily cash usage from cash accounts weeks 46, 47 and 50 present
another anomaly when the actual cash usage is compared with the actual
cash received from a Giro business customer, then the cash declarations
made on the Tuesday and Wednesday of each of these weeks has been
demonstrated to be false. Mr Castleton was asked on several occasions to
explain why such entries have been made and he was unable to offer any
reason other the same ‘it's the system’ fault.

The printouts from the snapshots and final balances have been examined by
numerous managers all who have extensive experience in the use of the
Horizon accounting system as well as the functionality of the suspense
account, all have arrived at the same conclusion independently that the
system is functioning and not creating spurious entries.

Mr Castleton was given advice as to effective management of his accounts as
well as applying a proven methodology to identify either the losses or in the
event of misappropriation the person perpetrating such activity, it is
concerning that he chose to ignore such advice and blindly blame everything
on the computer system. Such an approach by Mr Castleton gives me cause
for concern as he is a relatively new Subpostmaster and is making definitive
statements about a computer system with out even considering any other
case for the account discrepancies.

To summarise, when Mr Castleton was presented with the factual
occurrences from the accounts he has produced that indicate that false
declarations and practices that do not equate to the normal running of his
branch he is unable to offer any explanation other than blaming the Horizon
system.

Mr Castleton has however failed to provide any evidence nor show any from
of trend within the branches accounts that would indicate that there was a
problem with the computer system.

He has spent much time and effort in asking irrelevant and unrelated
questions to the case and these | can only conclude are borne out of a wish to
distract away from the actual facts of the case and the unexplained counter
losses.

POL00083351
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It is my opinion that the losses incurred at the branch are genuine and that the
decision to initially suspend Mr Castleton as a precautionary measure and
ultimately terminate his contract for services were soundly based and
warranted in the circumstances.

7. Decision

Appeal Dismissed.

8. Recommendation

The case in respect of the losses was not investigated by Security and
Investigation, however | have considerable concerns over the in payment
practice operated by the Girobank customer (account 685 9461).

The customer leaves the in payment book in the branch at all times and
apparently entrusts the Subpostmaster to complete the deposit entry and
process the transaction following their cash deposit.

No customer receipts are ever handed back to the customer as these are left
with the in payment book.

| was able to establish that all the deposits entered into the customers in
payment book from November 2003 until June 2004 were processed through
the Horizon system.

What | was unable to establish was whether the amounts the customer
deposited at the branch were the same amounts that were entered into the
customers deposit and processed in the same time window.

| would request Security and Investigation to check this customers actual
deposits for the period 42 to 51 as | have already established that the cash
declarations made where the daily analysis in week 46, 47 and 50 does not
match the cash that should have been declared.

| believe that there may be a case to answer in respect of Giro account
suppression.

John Jones

Appeals Manager
Post Office Ltd
Calthorpe House
15-20 Phoenix Place
London
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Stephen Dilley

From: Stephen Dilley

Sent: 17 November 2005 17:30

To: 'Denise Gammack'

Subject: RE: The Post Office -v- Mr L. Castleton

Hi Denise,
Thanks for your email.

Just to refresh your memory this is the case where Mr Castleton was a subpostmaster who was
dismissed for failing to acccount for a shortfall of over £27,000. The Post Office instructed

Laura in CMS to issue a claim. After issuing, Laura passed the file to you and Mr Castleton filed
a defence and Counterclaim for £250,000 claiming his contract had been wrongfully terminated.

Mr Castleton's solicitors how now expanded further about their telephone conversation with

you. They state that they received a voice mail from you on 15 September asking them to
discuss the matter and that their Mr Turner then called you. They said that during the course of
the conversation you said that there was an oversight in relation to the Reply and Defence, that
you had not been in the office at the time when the Allocation Questionnaire was despatched
for filing and that you assumed that whoever had dealt with it in your absence had forgotten to
enclose the Reply and Defence.

They say you then asked whether Mr Castleton would be prepared to grant a retrospective
extension of time for service of the Reply and Defence and they said they would seek
instructions but that they did not envisage Mr Castleton would be prepared to do so, given the
dilatory way (in his view) that the Post Office had treated his requests for information and
documentation. They then told you they had filed a Request for Judgment. (Apparently it was
filed on 7 September).

They say the clear impression they got from you was that you suddenly realised on receipt of
their letter of 14 September that no Reply and Defence had been filed.

I believe that Mr Castleton may now have obtained judgment in default on the counterclaim
against the Post Office. I am therefore applying to set it aside. However, it would help the
application if you could recall as best as possible what you and Mr Turner said in your
conversation. Do you think Mr Turner's recollection of the conversation he had with you was
accurate?

I look forward to hearing from you as soon as possible.

Kind regards.

Stephen Dilley

Solicitor

for and on behalf of Bond Pearce LLP
DDI:{ . GRO 3

Main office phone: 4 GRO
Fax: i GRO :

www.bondpearce.com

From: Denise Gammacki GRO
Sent: 17 November 2005 13:06

To: Stephen Dilley

Subject: RE: The Post Office -v- Mr L. Castleton

17/11/2005
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Hi Stephen,

Thanks for your email. | hope all is going well in Plymouth for you, other than the fact that this CMS file is still
going on..........

I'm sorry but | can't currently remember very much about this one. Il carry on racking my brains and let you
know if anything comes to back to me.

Regards otherwise

Denise

Denise Gammack
Stones Solicitors
Linacre House
Southernhay Gardens
Exeter EX1 1UG

= GRO
' GRO |

From: Stephen Dilleyi., . GRO . i
Sent: 16 November 2005 17:31

To: Denise Gammack

Subject: The Post Office -v- Mr L. Castleton

Dear Denise,

I hope you are well and enjoying life at Stones.

The Post Office -v- Mr L. Castleton claim continues. Mr Castleton's solicitors have made a
comment about a telecon with you on 15 September and I'd appreciate your feedback before I
go back to them on this point. Please see attached.

Kind regards.

Stephen Dilley

Solicitor

for and on behalf of Bond Pearce LLP
DDI: | GRO ]

Main office phone: | GRO
Fax:i GRO )

www.bondpearce.com

The information in this e-mail and any attachments are confidential and may be legally privileged
and protected by law. The intended recipient only is authorised to access this e-mail and any
attachments. If you are not the intended recipient, please notify the sender as soon as possible and
delete any copies. Unauthorised use, dissemination, distribution, publication or copying of this
communication is prohibited.

Any files attached to this e-mail will have been checked by us with virus detection software before

transmission. You should carry out your own virus checks before opening any attachment. Bond
Pearce LLP accepts no liability for any loss or damage which may be caused by software viruses.

17/11/2005
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GlUAY HOUSE, QUAY STREET, MANCHESTER. M3 3JE (DX 14352 MCR-1)

Direct dial tefephone: | : -
Direct dial fax | ; G Ro i
e-mail: i GRO i

ROWE COHEN
SO0LICITORS

To Staphen Dilley - Bond Pearce Frome  Mark Tumer

Pages: 4

Bater 171108

Re:  The PostDffice/Les Castleton S

0 Urgent [J For Review [ Please Comment O Please Reply 1 Ploase Reoysle
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Date: 17 Nov&mber 2005
Your ref: SID3/FACI/348035.134 f
Qur ref; MDT. 113569
Please ask for: Mark Turner ,
Direct dial: _

Direct fix : G RO ROWE COMEN

E-mail: GRO M":

Bond Pearce

Solicitors

GRO

j
f
1

Dear Sm;

)
Post Office Limited ~v- Castieton
We refer to your letter of yesterday and your fax received earlier today.

DBisclosure

Prior to the issue of proceedings, we pressed your client to provide by way of voluntary pre-action disclosure
various|documents that, in our view, would assist ini resolving this matter.

You d'{i make available to us certain documentation under cover of your letter of 16 February. These
documents consisted of a proportion of the papers removed by Cath Oglesby of your client from Marine Drive
Post Off ce on the suspension of our client. Crucially, however, you did not return all of the docurnents that
had been removed.

Most notably, you failed to return the complete set of daily snapshots. We have explained to you previously
the pivotal importance of those documents and have repeatedly invited you to disclose to us the remainder
which were not returned under cover of your letter of 16 February, We have also made available to you the
preliminary report of Bentley Jennison, which confirms the importance of these documents and the need for
their disclosure so as to be able to properly address the reason for the apparent shortfalls which form the basis
of your client’s claim.,

To date, however, yod have failed to address the reason for your client’s inability or unwillingness to provide
these documents, or at the very least the daily snapshots, in advance of formal standard disclosure, despite the
fact that they could very well be determinative of the claimn. Your responses have been bald assertions that
your client is aware of its disclosure obligations, that it will abide by them in due course and that you awaited
further substantive instructions in relation to our (repeated) requests.

We accept that the problems experienced by the sub-postmaster in Chelmsford who was referred to in the
extract which we forwarded 1o you recently may not be related to our client’s own problems. It does tend to
support our chient’s assertion, however, that the Horizon system 1s not without its problems. This flics in the
face of the blanket denial of any known problem with the Horizon system that your client has adopted to date,
as well as its refusal t{; even countenance the possibility of such a fault.

) !
Our ipurpose was merely to illustrate that our client’s case is not an isolated one. Indeed, as we have
previously explained, lit is apparent from our client’s own research and soutact with other sub-postmasters that
short*falls of this kind and apparent problems with the Horizon system are not uncomrnon. Accordingly, we
sought to put you on nonce that we would require disclosure of documents in your client’s possession that are
relevant to these problems and to stmilar disputes with other sub-postmasters.

: GRO amaﬂ 4TGRO e WebsIEE WO Lo 4

LF'MW'S.EC&'&& ® rﬂa-w D.Aﬁwm @ i Wk ® MLV Hymanson s G.8 Smalt v A Dunnison © BT, Gaghtss o | Dk 8. Kasley » & Sacks » A Tplor

MCW&&M» ). Sproston » 5 Raom < A [Curwen # R Myer = . Burrs » 5 Sutton  Apsestaren L Swedling = 4D, Cwens » 1. Mollop » F Sarpson Censuians: PLT Horwich
mﬁ»«mm@mm&m«
Ammuﬂ;@n

17-HOV-2006 15:39

GNMAREDABBEYCASTLETON 71104 LETTER Y %ﬁOND PEARCE
ANENCOR IN PROPLE

94x P.002



POL00083351
............................... POL00083351

17/11 ‘05 15:38 FAX{ GRO ! ROWECOHEN @woo3

Y
H

| ;
Reply? and Defence to Counterclaim

The extension of time that your client afforded to our client for filing his Defence and Counterclaim followed

an cxéhangz: of comrespondence connected with the disclosure issues refe_m:d 1o abo_ve. As we .madc clear at |
the time, it was our view that proceedings had been issued prematurely without dealing fuﬂy with the request

for pre-action disclosure. You agreed to the extension pending your taking further instructions in relation to

our request for disclosure.

Your client’s Reply to{Defence and Defence to Counterclaim was due for service by 3 Scptcm_ber, the last d‘ate
for filing Allocation Questionnaires with the court. You provided us with a copy of your client’s Allocation
Questionnaire (dated 7 September) under cover of your letter dated 7 September. No statement of case was
served under cover of fhat letter nor was any request received for any extension of time for service of 2 Reply
and Defence, Had such an extension been sought, it would have been granted.

On 7 Scptember, we spoke with a clerk at Scarborough County Court to enquire whether a Reply and Defence
had been served. We were told that none had been received. Accordingly, we despatched Request for
Tudgment by Default Jater that day. We enclose a copy of the Request.

We then wrote to you,on 14 September querying whether a Reply and Defence had been filed, given that 'ghc
court had informed usithat none had been received. The writer then received a voicemail message from Denise
Gammack of your firrh on 15 September asking him to telephone to discuss this matter.

He duly returned the ‘call and, during the course of that conversation, Ms Gammack commented that there
appeared to have been an oversight in relation to the Reply and Defence, that she had not been in the office at
the time when the Alliocation Questionnaire was despatched for filing and that she assumed that whoever had
dealt with it in her absence had forgotten to enclose the Reply and Defence.

Ms Gammack asked iwhether our client would be prepared to grant a retrospective extension of time for
service of the Reply aﬁd Defence. We said that we would need to seck instructions but that but that we did not
envisage that our client would be prepared to do so, not least given the dilatory way in which (at least in his
view) your client had, dealt with our own requests for information and documentation, We indicated that we
had, in any event, alrcady filed a Request for Judgment.

, :
The flear impression! that the writer received frof the conversation with Ms Gammack was that she had
suddenly realised on reccipt of our letter of 14 September that no Reply and Defence had been filed.

Rather tellingly in our view, there was then no attempt by your fim to serve a Reply and Defence
immediately following that conversation. If it had been drafied and ready to serve, but had not been
despatched to the court by oversight, it would be reasonable to assume that you would have addressed this
immediately on becoming aware of the oversight. You did not. Nor did you make an application for a
retrospective extension of time for service.

Indetd, no further correspondence was received from you until your letter of 7 November. Granted, the court
did order a stay of proceedings for one month by its Order of 4 October. Nevertheless, there was a gap of
some 3 weeks between your becoming aware that no Reply and Defence had been filed and the stay being
imposed. That was, in our respectful view, ample time for you to make the appropriate application to the court
for relief from sanction. Even once the stay was in place, you could have sought to serve 2 statement of case
out of time and applied immediately upon its expiry for relief from sanction. You did not do se.

It appears that it was not until you received our letter of 14 November (enclosing a copy of a letter that we had
sent to the court querying the form of the Judgment in Default Order dated 9 November) that you were stirred
into action. Your client’s Reply and Defence to Counterclaim (which we note is undsted) was then received
by us by fax under cover of your letter of 15 November. Please confirm when this document was actually
&raﬁ}ied (as opposed 8 when it was signed).

|

i
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&udgrﬁem in default

Our réquest for judgment was lodged with Scarborough County Court on 7 September. For some reason, it
was not processed prior to the transfer of proceedings to the Central Office. ;
i

On re}::eipt of notice of transfer, we wrote to the court on 10 October to enquire whether it had been actioned
following reeeipt at Central Office. We received a reply dated 12 October indicating that the Request had not
besn processed either before transfer or on receipt, and that as the claim had been stayed immediately on
receipt it could not now be processed without an application being made to lift the stay.

We wgmte to the court Egain on 3 November, following the expiry of the stay, asking for our client’s Request
for Judgment to now be processed. We assume that this prompted the (rather oddly worded) “Judgment for the
Claimant” dated 9 Noﬁembcr, listing this matter for a CMC on 6 December.

{
We wrote to the court'on 14 November querying the wording of the Judgment, copying the letter to you for
reference. '

Your assertion that no judgment against your client has yet been processed is, with respect, somewhat
disingenuous. What else could the Judgment dated 9 November be intended to mean? Owr client filed his
Defence and Counterclaim in time 3o quite obviously it could not be intended to actually mean that judgment
had bieen taken against the Defendant, as indicated on the face of the order. The only reasonable interpretation
of the Order of 9 November is that it is a typographical error on the part of the clerk who drew up the Order.
i <

This is confirmed by 2 message left for the writer earlier today by Sahin, one of the clerks m the Judgments
Sectien at the Central Office, presumably prompted by our letter of 14 November. He indicated that there had
been an error on the face of the order of 9 November and that a revised Order would be despatched to the
parties in tonight’s post. Having now spoken with the court, it has confirmed that the revision is to make it
clearithat the judgment is m favour of the Defendant, in default of a Defence having been served 1o the
Courterclaim.

In all the circumstancés, our client is not prepared to consent to the judgment being set aside. Irespective of
whether your client has a reasonable prospect of succeeding in defending the counterclaim, it is clear that
there has been considerable delay in applying for relief from sanction. That delay is, in our view, sufficient
reason for the court 10:decline to exercise its discretion to set judgment aside.

Thank you for the reference to Colf —v- Tanum. That case differs to these proceedings in that our cliemt’s
Requfest for Judgment was processed (and without a hearing being required) before the purported service of
your Ic]iem’s Reply and Defence. We shall leave the Master to determine any application your client might
choose to make and to assess whether your client can bring itself within the ambit of the court’s decision in
Coll ‘v- Tatum.

Finally, you refer in paragraph 2 to our client’s position viz a viz mediation being at odds with having already
applied for judgment in defaul, We cannot agree. Even if the counterclaim was to proceed straight to a
hearing to deal with q:uantum, it would stl} require further time and cost to resolve it, which mediation may
assist in avoiding. In any event, your client's own cleim would still need to proceed. We see nothing
misleading in our correspondence relating to mediation nor inconsistent with our client having previously
sought (and obtained)judgment in default.

" GRO
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Bond Pearce LLP
Ballard House
West Hoe Road
Plymouth PL1 3AE

e GRO

] GRO i
If any of this fax is missing or illegible
please telephone the number below
To: The Court Manager Royal Courts of Justice Fax: EL______'QBQ_____

cc:

Your ref:

From: Stephen Dilley

Direct: ' GRO
Fax: i GRO
i GRO

Our ref: SID3/ABG1/348035.134
Date: 17 November 2005

Number of pages: 6

Post Office Limited -v- Lee Castleton

Claim No: HQ05X02706

BY FAX AND DX /

Confidentiality notice

IMPORTANT - The information in this fax is confidential and may be legally privileged. If you are not the intended
recipient, please do not use, disclose, copy or distribute its contents. Instead, please notify the sender as soon

as possible and destroy the fax.

Bond Pearce LLP, a Limited Liability Partnership. Registered in England and Wales number 0C311430.

Registered office: Bristol Bridge House 138-141 Redcliff Street Bristol BS1 6BJ. VAT number GB143 0282 07.
A list of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society.

1A_1090685_1
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17 November 2005

The Court Manager
Masters Support Unit
Queens Bench Division
~Raval Courts. of Justice
GRO
Strand

Dear Sirs

Post Office Limited ~v- Lee Castleton
Claim No: HQ05X02706

POL00083351
POL00083351

F‘

Bond Pearce LLP
Ballard House
West Hoe Road
Plymouth PL1 3AE

4 GRO

GRO

GRO

Direct: 4 GRO i

Our ref:
S)D3/ABG1/348035.134
Your ref:

We act on behalf of the Claimant/Part 20 Defendant in relation to the above matter.

We enclose three copies of an Application Notice and draft Order for your attention. The Application Notice
is for an Order that the Claimant be at liberty to file its reply to the Defence and Defence to Counterclaim
out of time and that if a Judgment in Default has been entered against the Claimant, that it be set aside.

We also enclose a cheque for £100 with the hard copy of this letter being the Court Fee.

The Witness Statement in support of our Application will follow shortly. We understand that a Hearing has
been listed for 30 minutes to take place on 6 December 2005 to decide the amount which the Defendant
must pay the Claimant. In the light of our Application to set aside any Default Judgment that may have
been entered against the Claimant, we would ask that the Hearing on 6 December be vacated and listed

for the first available date thereafter with a time estimate of two hours.

We thank the Court in anticipation of its assistance and look forward to hearing from you.

Yours faithfully

Bond Pearce LLP

Bond Pearce LLP, a Limited Liability Partnership. Registered in England and Wales number 0C311430.
Registered office: Bristol Bridge House 138-141 Redcliff Street Bristol BS1 6BJ. VAT number GB143 0282 07.
A list of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society.
1A_10%0670_1

www.bondpearce.com
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Stephen Dilley
From: Stephen Dilley
Sent: 17 November 2005 16:57 _
To: cath.oglesby( GRO :
Subject: FW: Urgent The Post Office -v- Lee Castleton (Marine Drive Post Office, Bridlington)
Importance: High
Attachments: Ecopy Scan.pdf

Ecopy Scan.pdf
(566 KB)
Dear Ms Oglesby,

I refer to my earlier email and to our telephone conversation today.

I attach to this email your letter to Mr Castleton dated 26 April 2004, the interview minutes of 10 May 2004 and
your subsequent notes.

In addition to the queries raised below, it would be helpful if you could please explain in detail precisely what
happens when a person goes into a post office to buy something. Precisely how is it recorded? Is it manually
inputted into Horizon at the same time or later in the day? Is the cash register linked to Horizon? How does the
Horizon system work? Could Mr Castleton be correct that the daily snapshots will not match the I will need to
explain this to the judge who will know nothing at all about Horizon, so it would be helpful if you could be as
thorough as possible.

I look forward to hearing from you as soon as possible.
Kind regards.

Stephen Dilley

Solicitor

for and on behalf of Bond Pearce LLP
DDI:! i GRO i

Main office phone: - GRO
Fax: GRO :

www.bondpearce.com

————— Original Message-----

From: Stephen Dilley

Sent: 17 November 2005 11:50
To: cath.oglest GRO i

Cc: 'cheryl. woodward GRO : 'mandy.talbot.__, GRO :
Subject: Urgent The Post Office -v- Lee Castleton (Marine Drive Post Office, Bridlington)

Dear Ms Oglesby,
1 have tried unsuccessfully to speak to you today.

Mr Castleton's solicitors are seeking the return of documents that they say you removed from the Marine Drive
Post Office when you did an audit. I understand that not all those can be found.

1 attach copies of the following:-

(a) A without prejudice letter dated 30 September from Mr Castleton's solicitors to Bond Pearce;
(b) Bentley Jennison's Report dated 23 September and attachments; and

(c) White & Hoggard's report dated 18 August.

Bentley Jennison state that the deficiencies have probably been brought forward despite the fact that they have
been entered onto the suspense account entry. They suspect this is because the Horizon system, despite the

1
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ispense account entry, has failed to recognise the entry on the daily snapshot. They have drawn this conclusion
through looking at the discrepancy of £3,509.18 on Thursday 26 February 2004. They then suggest that this
double accounting could have continued over a number of weeks and that as such, Mr Castleton's Defence,
"appears to hold potential merit based on the limited documentation” they have so far reviewed. White & Hoggard
reach a similar conclusion in their report.
Bentley Jennison seek:

(i) A full list of all the transactions carried out within the Post Office (he says that it is not good enough that
management information is not available simply because the "month end has been closed down".

(i) The actual audit report you prepared. He says that the actual report would have been a manuscript writing
document rather than a typed document.

(iii) P and A Reports for weeks 39-52.

(iv) Cash and stock counts for when Mr Castleton began trading and when he stopped being a Post Office Sub-
Postmaster.

(vi) The events log for weeks 39 to 52.
(vii) Transaction log.
(viii) The daily snapshots.

Mr Castleton believes that if he can get these documents, he will be able to undertake a manual reconciliation of
the cash account in order to substantiate his belief that the losses are not real but attributable to computer error.

1. Do you believe the suggestion put forward by the experts could (at least in theory) be correct? If not, why
not?

2. Do you have a list of what documents you removed to do the audit? Is it normal for sub post office masters to
do daily snapshots?

3. Would it be possible to regenerate the above missing records from computer records at the Post Office? If
computer records are not kept centrally, would they be stored on the hard drives of the computers at the Marine
Post Office? If so, could you obtain them?

4. In an email from Fujitsu to Richard Benton dated 5 May 2004, Fujitsu stated "It is possible that they are not
accurately recording all transactions on the system. " If there have been human errors in recording the
transactions, could an explanation be that:

(a) there was nothing wrong with Horizon, because it simply reflected the information entered on to it; but

(b) if staff punched in the wrong numbers into Horizon, there may have been no real loss (even though Horizon
would show a loss) - it is simply an error in accurately recording transactions.

1 look forward to hearing from you as soon as possible.
Kind regards.

Stephen Dilley

Solicitor

for and on behalf of Bond Pearce LLP

DDI: ; GRO

Main otfice PhoTeT ™ GRO ;
Fax: | GRO i

www BoHapEEree com ™

----- Original Message----- i X
From: cheryl.woodwar: GRO GRO i
Sent: 17 November 20U5 0849 :
To: cath.oglesby GRO i
Cc: Stephen Dillgy '

Subject: Urgent Re: FW: The Post Office -v- Lee Castleton

Hi Cath
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Could you please contact Stephen Dilley at Bond Pearce Solicitors in relation to Lee Castleton formally of Marine
Drive Po. They need to know what documentation was removed from the office.

Stephen | GRO i

Hi Stephen

Thanks Cheryl.
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This email and any attachments are confidential and intended for the addressee only. If you are not the named
recipient, you must not use, disclose, reproduce, copy or distribute the contents of this communication.

If you have received this in error, please contact the sender and then delete this email from your system.
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From: Stephen Dilley
Sent: 17 November 2005 15:22
To: ‘john.h.jones
Cc: 'mandy.talba G RO
Subject: FW: Urgent The Post Office -v- Lee Castleton (Marine Drive Post Office, Bridlington)
Attachments: MULTIMEDIA_1077082.TIF

MULTIMEDIA_1077
082.TIF (678 KB...
Dear Mr Jones,

I am a solicitor at Bond Pearce LLP and have recently taken over conduct of the Post Office's claim against Mr
Castleton. I understand form Ms Oglesby that you presided over his appeal against being dismissed in 2004. Is
this correct?

You will see the gist of Mr Castleton's defence from my email to Ms Oglesby below. In summary, he has obtained
2 expert's reports which state that the deficiencies have probably been brought forward despite the fact that they
have been entered onto the suspense account entry. They suspect this is because the Horizon system, despite the
suspense account entry, has failed to recognise the entry on the daily snapshot.

We need to obtain as much documentation as possible to ascertain whether there may be any truth in this
defence. Ms Oglesby believes that a full set of the documentation which was removed from the post office would
have been sent to you to deal with on appeal. Do you still have these documents? If so, please could you send
them to me?

Please could you also answer the questions that I have directed to Ms Oglesby below?

I look forward to hearing from you as soon as possible.

Kind regards.

Stephen Dilley

Solicitor

for and.an_behalf of Bond_Pearce LLP
DDI:i GRO ,
Main office phone: 1 GRO
Fax: + GRO pomm

www.bondpearce.com

————— Original Message-----

From: Stephen Dilley

Sent: 17 November 2005 11:50
To: cath.oglesby GRO 2

Cc: 'cheryl.woodwar¢ GRO 'k’; 'mandy.talbol GRO 0
Subject: Urgent The Post Office -v- Lee Castleton (Marine Drive Post Office, Bridlington)

Dear Ms Oglesby,
I have tried unsuccessfully to speak to you today.

Mr Castleton's solicitors are seeking the return of documents that they say you removed from the Marine Drive
Post Office when you did an audit. I understand that not all those can be found.

I attach copies of the following:-
(a) A without prejudice letter dated 30 September from Mr Castleton's solicitors to Bond Pearce;

(b) Bentley Jennison's Report dated 23 September and attachments; and
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" ) White & Hoggard's report dated 18 August.

Bentley Jennison state that the deficiencies have probably been brought forward despite the fact that they have
been entered onto the suspense account entry. They suspect this is because the Horizon system, despite the
suspense account entry, has failed to recognise the entry on the daily snapshot. They have drawn this conclusion
through looking at the discrepancy of £3,509.18 on Thursday 26 February 2004. They then suggest that this
double accounting could have continued over a number of weeks and that as such, Mr Castleton's Defence,
"appears to hold potential merit based on the limited documentation" they have so far reviewed. White & Hoggard
reach a similar conclusion in their report.

Bentley Jennison seek:

(i) A full list of all the transactions carried out within the Post Office (he says that it is not good enough that
management information is not available simply because the "month end has been closed down".

(ii) The actual audit report you prepared. He says that the actual report would have been a manuscript writing
document rather than a typed document.

(iii) P and A Reports for weeks 39-52.

(iv) Cash and stock counts for when Mr Castleton began trading and when he stopped being a Post Office Sub-
Postmaster.

(vi) The events log for weeks 39 to 52.
(vii) Transaction log.
(viii) The daily snapshots.

Mr Castleton believes that if he can get these documents, he will be able to undertake a manual reconciliation of
the cash account in order to substantiate his belief that the losses are not real but attributable to computer error.

1. Do you believe the suggestion put forward by the experts could (at least in theory) be correct? If not, why
not?

2. Do you have a list of what documents you removed to do the audit? Is it normal for sub post office masters to
do daily snapshots?

3. Would it be possible to regenerate the above missing records from computer records at the Post Office? If
computer records are not kept centrally, would they be stored on the hard drives of the computers at the Marine
Post Office? If so, could you obtain them?

4, In an email from Fujitsu to Richard Benton dated 5 May 2004, Fujitsu stated "It is possible that they are not
accurately recording all transactions on the system. " If there have been human errors in recording the
transactions, could an explanation be that:

(a) there was nothing wrong with Horizon, because it simply reflected the information entered on to it; but

(b) if staff punched in the wrong numbers into Horizon, there may have been no real loss (even though Horizon
would show a loss) - it is simply an error in accurately recording transactions.

I look forward to hearing from you as soon as possible.
Kind regards.

Stephen Dilley

Solicitor

for and on behalf of Bond Pearce LLP

DDI: | GRO 3

Main office phonei GRO
Fax: : GRO E _____________________________ '

WWW BOHAPEarce coi

————— Original Message-----
From: cheryl.woodwat GRO :
Sent: 17 November 2005 08:49

To: cath.oglesb GRO i
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: Stephen Dilley
Subject: Urgent Re: FW: The Post Office -v- Lee Castleton

Hi Cath

Could you please contact Stephen Dilley at Bond Pearce Solicitors in relation to Lee Castleton formally of Marine
Drive Po. They need to know what documentation was removed from the office.

Stephen GRO
Hi Stephen
As you can see I have asked Cath to contact you but here is her number anyway GRO

Thanks Cheryl.
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This email and any attachments are confidential and intended for the addressee only. If you are not the named
recipient, you must not use, disclose, reproduce, copy or distribute the contents of this communication.

If you have received this in error, please contact the sender and then delete this email from your system.
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Telephone attendance

Client: Royal Mail Group PLC Sub Postmaster Litigation

Matter: Mr Lee Castleton Matter no: 348035.134
Attending:

Name: Stephen Dilley Location: N/A Date: 17 November 2005
Start time: Units:

SJD3 having a telephone conversation with Sahin Chowdury in the Judgments and Orders
Section of the High Court of Justice, Queens Bench Division. I explained that I was calling
from Bond Pearce LLP and that we acted for the Claimant.

I asked him whether judgment had been entered for the Claimant or the Defendant. I
explained that I had received a Default Judgment in favour of the Claimant. He confirmed
that the judgment had been entered against the Defendant and in favour of the Claimant.

He hs.aid that a request was received on the 9 and that the judgment was entered on the
10,

He then said that upon looking at the file there had been a typographical error and that the
judgment should have been entered against the Claimant on the Defendant’s Counterclaim,
rather than against the Defendant on the claim. However, he said that all Default Judgments
were standard and that therefore that there would never be a standard form of Default
Judgment in favour of a Defendant against the Claimant. He said that he would refer the
matter to the Master.

I said that our Reply to Defence and Defence to Counterclaim was filed on 15 November and
asked him to acknowledge receipt of it. He said he would need to get the for this. I said that
on the date that was filed i.e. 15 November, we had not received a Default Judgment against
the Claimant. Accordingly, I sought to persuade him that a Default Judgment against the
Claimant should not now be entered because we had already filed the Defence to the
Counterclaim. He said he would have to refer the matter to the Master. I said that we would
be making an Application today for an extension of time to serve the Reply to Defence and
Defence to Counterclaim and that if a Default Judgment has been entered against the
Claimant, we would apply to set that aside.

Time engaged: 12 minutes.

1A_1091326_1
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From: Nicola McSherry

Sent: 17 November 2005 13:18
To: Stephen Dilley

Subject: Message

Please call John Jones from Post Office re Castleton on €

GRO

Thanks

Nicola McSherry

Secretary

for and on behalf of Bond Pearce LLP
Bond Pearce LLP

rc | GRO

www.bondpearce.com

22/11/2005
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Stephen Dilley

From: Avril Grigg
Sent: 17 November 2005 13:08
To: Stephen Dilley

22/11/2005
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Stephen Dilley

From: Denise Gammack! GRO ;
Sent: 17 November 2005 13:06
To: Stephen Dilley

Subject: RE: The Post Office -v- Mr L. Castleton

Hi Stephen,

Thanks for your email. | hope all is going well in Plymouth for you, other than the fact that this CMS file is still
going on..........

I'm sorry but | can't currently remember very much about this one. 1'll carry on racking my brains and let you
know if anything comes to back to me.

Regards otherwise
Denise

Denise Gammack
Stones Solicitors
Linacre House
Southernhay Gardens
Exeter EX1 1UG

Tel
rx. GRO
GRO

From: Stephen Dilley! GRO i
Sent: 16 November 2005 17:31

To: Denise Gammack

Subject: The Post Office -v- Mr L. Castleton

Dear Denise,

I hope you are well and enjoying life at Stones.

The Post Office -v- Mr L. Castleton claim continues. Mr Castleton's solicitors have made a
comment about a telecon with you on 15 September and I'd appreciate your feedback before I
go back to them on this point. Please see attached.

Kind regards.

Stephen Dilley

Solicitor

for and on behalf of Bond Pearce LLP
DDI: | GRO i

Main Bffi'c"é"'ﬁﬁaﬁé'?':; GRO )
Fax: 4 GROI i '

The information in this e-mail and any attachments are confidential and may be legally privileged

17/11/2005
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and protected by law. The intended recipient only is authorised to access this e-mail and any
attachments. If you are not the intended recipient, please notify the sender as soon as possible and
delete any copies. Unauthorised use, dissemination, distribution, publication or copying of this
communication is prohibited.

Any files attached to this e-mail will have been checked by us with virus detection software before
transmission. You should carry out your own virus checks before opening any attachment. Bond
Pearce LLP accepts no liability for any loss or damage which may be caused by software viruses.

Bond Pearce LLP is a Limited Liability Partnership registered in England and Wales number
0C311430.

Registered Office: Bristol Bridge House, 138-141 Redcliff Street, Bristol, BS1 6BJ.

A list of Members is available from our registered office. Any reference to a Partner in relation to
Bond Pearce LLP means a Member of Bond Pearce LLP. Bond Pearce LLP is regulated by the Law

Society.

Stones

Solicitors

This e-mail is only for the use of the addressee. It may contain information which is legally privileged, confidential and exempt from disclosure. If you are not
the intended recipient any dissemination, distribution, or copying of this communication and its attachments is strictly prohibited.

If you receive this communication in error, please e-mail maf GRO i

Service of court proceedings or other notices by e-mail is not accepted.
A list of partners is available for inspection at any Stones' office.

This firm is not authorised under the Financial Services and Markets Act 2000 but we are able in certain circumstances to offer a limited range of investment
services to clients because we are members of The Law Society. We can provide these investment services if they are an incidental part of the professional
services we have been engaged to provide.

OFFICES AT

P
GRO iy GRO

Exeter Tel:i.

Regulated by The Law Society

17/11/2005
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From: Stephen Dilley
Sent: 17 November 2005 11:50
To: cath.oglesby, GRO ;
Cc: ‘cheryl.woodWward 8RG™"""""¥; 'mandy.talbot; GRO
Subject: Urgent The Post Office -v- Lee Castleton (Marine Drive Post Office, Bridlington)
Attachments: MULTIMEDIA_1077082.TIF

MULTIMEDIA_1077
082.TIF (678 KB...
Dear Ms Oglesby,

I have tried unsuccessfully to speak to you today.

Mr Castleton's solicitors are seeking the return of documents that they say you removed from the Marine Drive
Post Office when you did an audit. I understand that not all those can be found.

I attach copies of the following:-

(a) A without prejudice letter dated 30 September from Mr Castleton's solicitors to Bond Pearce;

(b) Bentley Jennison's Report dated 23 September and attachments; and

(c) White & Hoggard's report dated 18 August.

Bentley Jennison state that the deficiencies have probably been brought forward despite the fact that they have
been entered onto the suspense account entry. They suspect this is because the Horizon system, despite the
suspense account entry, has failed to recognise the entry on the daily snapshot. They have drawn this conclusion
through looking at the discrepancy of £3,509.18 on Thursday 26 February 2004. They then suggest that this
double accounting could have continued over a number of weeks and that as such, Mr Castleton's Defence,
"appears to hold potential merit based on the limited documentation" they have so far reviewed. White & Hoggard
reach a similar conclusion in their report.

Bentley Jennison seek:

(i) A full list of all the transactions carried out within the Post Office (he says that it is not good enough that
management information is not available simply because the "month end has been closed down".

(ii) The actual audit report you prepared. He says that the actual report would have been a manuscript writing
document rather than a typed document.

(iii) P and A Reports for weeks 39-52.

(iv) Cash and stock counts for when Mr Castleton began trading and when he stopped being a Post Office Sub-
Postmaster.

(vi) The events log for weeks 39 to 52.
(vii) Transaction log.
(viii) The daily snapshots.

Mr Castleton believes that if he can get these documents, he will be able to undertake a manual reconciliation of
the cash account in order to substantiate his belief that the losses are not real but attributable to computer error.

1. Do you believe the suggestion put forward by the experts could (at least in theory) be correct? If not, why
not?

2. Do you have a list of what documents you removed to do the audit? Is it normal for sub post office masters to
do daily snapshots?

3. Would it be possible to regenerate the above missing records from computer records at the Post Office? If
1



POL00083351
POL00083351

computer records are not kept centrally, would they be stored on the hard drives of the computers at the Marine
Post Office? If so, could you obtain them?

4. In an email from Fujitsu to Richard Benton dated 5 May 2004, Fujitsu stated "It is possible that they are not
accurately recording all transactions on the system. " If there have been human errors in recording the
transactions, could an explanation be that:

(a) there was nothing wrong with Horizon, because it simply refiected the information entered on to it; but

(b) if staff punched in the wrong numbers into Horizon, there may have been no real loss (even though Horizon
would show a loss) - it is simply an error in accurately recording transactions.

I look forward to hearing from you as soon as possible.
Kind regards.

Stephen Dilley

Solicitor

for and on behalf of Bond Pearce LLP
DDI: + GRO i

Main office phone: GRO ]
Fax: i GRO j

www.bondpearce.com

————— Original Message---z= ,
From: cheryl.woodward¢ GRO i
Sent: 17 November 2005 08:49

To: cath.oglest GRO

Cc: Stephen Dillgy

Subject: Urgent Re: FW: The Post Office -v- Lee Castleton

Hi Cath

Could you please contact Stephen Dilley at Bond Pearce Solicitors in relation to Lee Castleton formally of Marine

Stephen! GRO |

i

Hi Stephen

Thanks Cheryl.
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This email and any attachments are confidential and intended for the addressee only. If you are not the named
recipient, you must not use, disclose, reproduce, copy or distribute the contents of this communication.

If you have received this in error, please contact the sender and then delete this email from your system.
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Bend Parce

Bond Pearce LLP
Ballard House
West Hoe Road
Plymouth PL1 3AE

Tel:' R
aX GS) O

If any of this fax is missing or illegible
piease telephone the number below

To: Rowe Cohen Fax_ | GRO
cc: Your ref: MDT.113969
From: Stephen Dilley Our ref: SID3/ABG1/348035.134
Direct Date: 17 November 2005
Fax: + G RO

GRO 'fl Number of pages: 3

Qur Client: Post Office Limited
Your Client: Mr L Castleton

Without p ejuc:licyave as to costs

BY FAX'AND DX

. .

IS

Confidentiality notice i \ g 0
IMPORTANT - The information in this fax is confidential and may be legally privileged. If you are not the intended ( . \Q
recipient, please do not use, disclose, copy or distribute its contents. Instead, please notify the sender as soon
as possible and destroy the fax. : 4
Bond Pearce LLP, a Limited Liability Partnership. Registered in England and Wales number 0C311430.

Registered office: Bristol Bridge House 138-141 Redcliff Street Bristol BS1 6BJ. VAT number GB143 0282 07.
A list of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society. www.bondpearce.com
1A_1090569_1
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Stephen Dilley

From: Helen Rumford

Sent: 17 November 2005 14:29
To: Stephen Dilley

Subject: RE: Marine Drive

I am tied up this afternoon. I'll try to get round to before afternoon out though if I possibly can.

From: Stephen Dilley

Sent: 17 November 2005 14:09
To: Helen Rumford

Subject: FW: Marine Drive

Dear Helen

Please print out all of these and read them then come and let me know what Mr Castelton was complaining about.
Do these help us?
This is urgent because they are helpful I will use them in an application to set aside that I am now making.

Many thanks.
Stephen

----- Original Message----- i
From: mandy.talbd GRO ]
Sent: 17 November 2005 13:13

To: Stephen Dilley

Subject: Marine Drive

Please find attached a schedule of the calls logged with the Horizon Helpline by Castleton during the relevant
period.

Regards
Mandy Talbot

Litigation Team Leader
Company Secretary's Office
Legal Services

Royal Mail, Impact House, 2 Edridge Road, CROYDON, CR9 1P]

_Postline: | GRO isTD Phone:. GRO !, Faxi GRO | Mobile:

External Emall mandy.talbg
————— Forwarded by Mandy Ta]bot/'e/POSTOFFICE on 17/11/2005 12:28 -----

Graham C Ward

To:
04/11/2005 14:38 Hulbert/e/POSTOFFICE’
cc: Mandy Talbot/e/POSTOFFIGL_ " GRO i
Subject: Marine Drive T

Please find attached the details of calls made to the HSH during the January - March period. As you will see there
are references to "discrepancies” which were referred to the NBSC. As stated by Brian Pinder in his e mail dated
2/11/05 , he did not "identify any calls relating to system faults".....

(See attached file: Call Details E-0401200574.htm)(See attached file: Call Details E-0401280325.htm)(See
attached file: Call Details E-0401290358.htm) (See attached file: Call Details E-0402020111.htm)(See attached
file: Call Details E-0402130261.htm)(See attached file: Call Details E-0402130267.htm) (See attached file: Call
Details E-0402160081.htm)(See attached file: Call Details E-0402160628.htm)(See attached file: Call Details

1
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E-0402250454.htm) (See attached file: Call Details E-0402250553.htm)(See attached file: Call Details
E-0402250565.htm)(See attached file: Call Details E-0402251011.htm) (See attached file: Call Details
E-0402251077.htm)(See attached file: Call Details E-0403040165.htm)(See attached file: Call Details
E-0403040524.htm) (See attached file: Call Details E-0403230583.htm)(See attached file: Call Details
E-0403230628.htm)

If this were a criminal matter, we could ask for a supporting witness statement briefly outlining the nature of the
call and how it was resolved.

My own opinion is that I think the key to this case is how the "discrepancies" were dealt with by the NBSC and
what advice / support the Pmtr was given at the time the original call was made. It seems clear from the above
that the office were experiencing problems. User "error"

deliberate or unwitting seems more likely as opposed to Horizon system faulits.

Regards
Graham

Casework Manager
Post Office Ltd Investigation Team

PO BOX 1, CROYDON, CRS 1WN

Postline: N/A, STD Phone! GRO |, Fax:i GRO | VoiceMail:

N/A, Mobes "GRO __|Mobilei GRQO 2 External Email: graham.c.war¢ GRO

K 3K 3K 3K 3K 5K 3k 5K 3K 3K K K K 3K K K K K 3K K kK 3 K 3K 3K 3 K 3K 3K K 3K K 3k sk 3K 3K 3K K 3K 5K 3K 3K 3K 5K 3K K Sk 3 K K 5K 3K 3K K 3K 3K K K 3K K K K K KK HOKR K oK K

This email and any attachments are confidential and intended for the addressee only. If you are not the named
recipient, you must not use, disclose, reproduce, copy or distribute the contents of this communication.

If you have received this in error, please contact the sender and then delete this email from your system.
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EEom—s

J
Stephen Dilley

From: mandy.talbot_ "GRG """

Sent: 17 November 2005 13:13

To: Stephen Dilley

Subject: Marine Drive

Attachments: Call Details E-0401200574.htm; Call Details E-0401280325.htm; Call Details

E-0401290358.htm; Call Details E-0402020111.htm; Call Details E-0402130261.htm; Call
Details E-0402130267.htm; Call Details E-0402160081.htm; Call Details
E-0402160628.htm; Call Details E-0402250454.htm; Call Details E-0402250553.htm; Call
Details E-0402250565.htm; Call Details E-0402251011.htm; Call Details
E-0402251077.htm; Call Details E-0403040165.htm; Call Details E-0403040524 .htm; Call
Details E-0403230583.htm; Call Details E-0403230628.htm

Call Details Call Details Call Details Call Details Call Details Call Details Call Details
-0401200574.htm .-0401280325.htm .-0401290358.htm ..-0402020111.htm ..-0402130261.htm ..-0402130267.htm .-0402160081.htm ..

Call Details Call Details Call Details Call Details Call Details Call Details Call Details
-0402160628.htm . -0402250454.htm .-0402250553.htm ..-0402250565.htm ..-0402251011.htm .-0402251077.htm ..-0403040165.htm .,

Call Details Call Details Call Details
-0403040524.htm .~0403230583.htm .-0403230628.htm .. .
Please find attached a schedule of the calls logged with the

Horizon Helpline by Castleton during the relevant period.
Regards

Mandy Talbot

Litigation Team Leader

Company Secretary's Office
Legal Services

Royal Mail, Impact House, 2 Edridge Road, CROYDON, CR9 1P]

GRO | Faxi GRO  Mobile:

Graham C Ward

To:  Jennifer Robson/e/POSTIQFEICE ____GRO_____ iDave
04/11/2005 14:38 Hulbert/e/POSTOFFICE GRO i

cc: Mandy Talbot/e/POSTOFFICE( GRO i

Subject: Marine Drive ~ TTTTTTTTTTTTT -

Please find attached the details of calls made to the HSH during the January - March period. As you will see there
are references to "discrepancies” which were referred to the NBSC. As stated by Brian Pinder in his e mail dated
2/11/05 , he did not "identify any calls relating to system faults".....

(See attached file: Call Details E-0401200574.htm)(See attached file: Call Details E-0401280325.htm)(See
attached file: Call Details E-0401290358.htm) (See attached file: Call Details E-0402020111.htm)(See attached
file: Call Details E-0402130261.htm)(See attached file: Call Details E-0402130267.htm) (See attached file: Call
Details E-0402160081.htm)(See attached file: Call Details E-0402160628.htm)(See attached file: Call Details
E-0402250454.htm) (See attached file: Call Details E-0402250553.htm)(See attached file: Call Details
E-0402250565.htm)(See attached file: Call Details E-0402251011.htm) (See attached file: Call Details

1
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J402251077.htm)(See attached file: Call Details E-0403040165.htm)(See attached file: Call Details
E-0403040524.htm) (See attached file: Call Details E-0403230583.htm)(See attached file: Call Details
E-0403230628.htm)

If this were a criminal matter, we could ask for a supporting witness statement briefly outlining the nature of the
call and how it was resolved.

My own opinion is that I think the key to this case is how the "discrepancies" were dealt with by the NBSC and
what advice / support the Pmtr was given at the time the original call was made. It seems clear from the above
that the office were experiencing problems. User "error"

deliberate or unwitting seems more likely as opposed to Horizon system faults.

Regards

Graham

Casework Manager
Post Office Ltd Investigation Team

PO BOX 1, CROYDON, CR9 1WN

Postline: N/A, STD Phone: GRO iFax: GRO VoiceMail:
N/A, Mobexi GRO i Mb‘Bﬂ'é':";L GRO External Email: graham.c.ware¢ GRO i
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This email and any attachments are confidential and intended for the addressee only. If you are not the named
recipient, you must not use, disclose, reproduce, copy or distribute the contents of this communication.

If you have received this in error, please contact the sender and then delete this email from your system.
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Stephen Dilley

From: Helen Rumford

Sent: 17 November 2005 14:29
To: Stephen Dilley

Subject: RE: Marine Drive

I am tied up this afternoon. TI'll try to get round to before afternoon out though if I possibly can.

————— Original Message-----
From: Stephen Dilley

Sent: 17 November 2005 14:09
To: Helen Rumford

Subject: FW: Marine Drive

Dear Helen

Please print out all of these and read them then come and let me know what Mr Castelton was complaining about.
Do these help us?
This is urgent because they are helpful I will use them in an application to set aside that I am now making.

Many thanks.
Stephen

————— Original Message-----

From: mandy.talbot GRO ;
Sent: 17 November 2005 13713

To: Stephen Dilley

Subject: Marine Drive

Please find attached a schedule of the calls logged with the Horizon Helpline by Castleton during the relevant
period.

Regards

Mandy Talbot

Litigation Team Leader
Company Secretary's Office

Legal Services

Royal Mail, Impact House, 2 Edridge Road, CROYDON, CR9 1PJ]

Postline:; GRO L STD Phone;f GRO Fax: GRO Mobile:

GRO

Graham C Ward
To:
04/11/2005 14:38
cc: Mandy Talbot/e/POSTOFFICE-
Subject: Marine Drive

Please find attached the details of calls made to the HSH during the January - March period. As you will see there
are references to "discrepancies"” which were referred to the NBSC. As stated by Brian Pinder in his e mail dated
2/11/05 , he did not "identify any calls relating to system faults".....

(See attached file: Call Details E-0401200574.htm)(See attached file: Call Details E-0401280325.htm)(See
attached file: Call Details E-0401290358.htm) (See attached file: Call Details E-0402020111.htm)(See attached
file: Call Details E-0402130261.htm)(See attached file: Call Details E-0402130267.htm) (See attached file: Call
Details E-0402160081.htm)(See attached file: Call Details E-0402160628.htm)(See attached file: Call Details

1
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'0402250454.htm) (See attached file: Call Details E-0402250553.htm)(See attached file: Call Details
E-0402250565.htm)(See attached file: Call Details E-0402251011.htm) (See attached file: Call Details
E-0402251077.htm)(See attached file: Call Details E-0403040165.htm)(See attached file: Call Details
E-0403040524.htm) (See attached file: Call Details E-0403230583.htm)(See attached file: Call Details
E-0403230628.htm)

If this were a criminal matter, we could ask for a supporting witness statement briefly outlining the nature of the
call and how it was resolved.

My own opinion is that I think the key to this case is how the "discrepancies" were dealt with by the NBSC and
what advice / support the Pmtr was given at the time the original call was made. It seems clear from the above
that the office were experiencing problems. User "error"

deliberate or unwitting seems more likely as opposed to Horizon system faults.

Regards
Graham

Casework Manager
Post Office Ltd Investigation Team

PO BOX 1, CROYDON, CR9 1WN

Postline: N/A,__§]_’_Q__F_?h_qgg:§ GRO | Fax: GRO i VoiceMail:
N/A, Mobexi GRO | Mobile:;l GRO External Email: graham.c.wari GRO
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This email and any attachments are confidential and intended for the addressee only. If you are not the named
recipient, you must not use, disclose, reproduce, copy or distribute the contents of this communication.

If you have received this in error, please contact the sender and then delete this email from your system.
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17 November 2005 Dond Pearce LLP
ByFax___GRO ___i&DX West Hoe Road

Plymouth PL1 3AE

Tel: 4 i

Fax: . GRO
Rowe Cohen ) GRO i
Solicitors

5 GRO i
GRO ! Direct: GRO '

Our ref:
VERY URGENT SID3/ABG1/348035.134

Your ref:

MDT.113969
Dear Sirs

Our Client: Post Office Limited
Your Client: Mr L Castleton

We refer to our fax of 16 November,
(1) Disclosure

We note the comments in your 10 November letter in respect of which our client’s position is fully
reserved.

Standard Disclosure has not even taken place yet, but to try to save costs and settle proceedings at an
early stage, we have already provided you with voluminous disclosure. Fujitsu examined the computer
system at Marine Drive Post Office and confirmed that there were no problems with it. Accordingly, it
would appear to be irrelevant as to whether or not a Sub-Postmaster in Chelmsford experienced any
difficulties.

Our client will, of course, comply with its standard disclosure obligations when these proceedings move on
to service of List of Documents.

(2) Reply to Defence and Defence to Counterclaim

The Claim was served on Mr Castleton on 14 June. You had until 28 June to file a Defence. We gave you
a 28 day extension of time to file the Defence and Counterclaim until 15 August. Mr Castleton therefore
had a total of 63 days to file his Defence and Counterclaim.

Your letter dated 4 November to the High Court makes it clear that you lodged the default judgment
request with Scarborough County Court prior to the transfer to the Central Office. Please confirm the
precise date you filed your request for judgment in default. It appears that you did not extend the same
courtesy to us that we gave to you in terms of extensions of time before your request was filed. Of
course, during the stay period nothing should have been filed as the proceedings are held in abeyance.
The Reply to Defence and Defence to Counterclaim has now been filed and served. In real terms, it took
just 4 days longer than your client did in filing the Defence and Counterclaim.

We refer you to the case of Coll v Tattum Chancery Division, 21 November 2001. In that case an
extension if time for service of a defence under CPR Part 15 was granted whether the defence was prima
facie valid. The Court decided that granting default judgment would have been unjust. Mr Justice
Neuberger stated that

“..where, as here, the application for judgment in default is made before the filing of the
acknowledgement of service or filing of a Defence, but a Defence is filed before the hearing
of the application, the proper course in plainly a matter for the court’s discretion. In
general, I would have thought that discretion will normally (especially where there is a bona
fide defence) be exercised in favour of extending time...Albeit very late, the Defendants have
come forward with Defences which, on their face, would, if the allegations are made out,

Bond Pearce LLP, a Limited Liability Partnership. Registered in England and Wales number 0C311430.
Registered office: Bristol Bridge House 138-141 Redcliff Street Bristol BS1 6BJ. VAT number GB143 0282 07.
A list of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society. www.bondpearce.com

1A_1090275_1
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defeat the claim...it would be quite disproportionate to enter judgment thereby throwing the
onus onto the Defendants requiring them to justify their being given permission to defend...”

We are applying today to the Court for an order permitting the late filing of the Reply to Defence and
Defence to Counterclaim. We invite you to confirm that you agree to this now and also, if any judgment
has been entered in default against our client (although, we have not received one), to agree to set this
aside. We reiterate that we do not believe that either parties’ best interests are served by taking technical
procedural points. It would be inconceivable for the Counterclaim to succeed, if the Court accepts the
Defendant was responsible for the loss of over £27,000. This dispute needs to be fully aired at trial, if it is
not settled beforehand.

Please may we hear from you as soon as possibie today.

Yours faithfully

Bond Pearce LLP

www.bondpearce.com P2/2
1A_1090275_1
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Bond Pearce LLP
Ballard House
West Hoe Road
Plymouth PL1 3AE

T GRO
Rowe Cohen GRO
Solicitors i ‘

i GRO

G RO E Birect: S -1 = S

Our ref:

VERY URGENT SID3/ABG1/348035.134
Your ref:
MDT.113969

Dear Sirs

Our Client: Post Office Limited
Your Client: Mr L Castleton

We refer to our fax of 16 November.
(1) Disclosure

We note the comments in your 10 November letter in respect of which our client’s position is fully
reserved.

Standard Disclosure has not even taken place yet, but to try to save costs and settle proceedings at an
early stage, we have already provided you with voluminous disclosure. Fujitsu examined the computer
system at Marine Drive Post Office and confirmed that there were no problems with it. Accordingly, it
would appear to be irrelevant as to whether or not a Sub-Postmaster in Chelmsford experienced any
difficulties.

Our client will, of course, comply with its standard disclosure obligations when these proceedings move on
to service of List of Documents.

(2) Reply to Defence and Defence to Counterclaim

The Claim was served on Mr Castleton on 14 June. You had until 28 June to file a Defence. We gave you
a 28 day extension of time to file the Defence and Counterclaim until 15 August. Mr Castleton therefore
had a total of 63 days to file his Defence and Counterclaim.

Your letter dated 4 November to the High Court makes it clear that you lodged the default judgment
request with Scarborough County Court prior to the transfer to the Central Office. Please confirm the
precise date you filed your request for judgment in default. It appears that you did not extend the same
courtesy to us that we gave to you in terms of extensions of time before your request was filed. Of
course, during the stay period nothing should have been filed as the proceedings are held in abeyance.
The Reply to Defence and Defence to Counterclaim has now been filed and served. In real terms, it took
just 4 days longer than your client did in filing the Defence and Counterclaim.

We refer you to the case of Colf v Tattum Chancery Division, 21 November 2001. In that case an
extension if time for service of a defence under CPR Part 15 was granted whether the defence was prima
facie valid. The Court decided that granting default judgment would have been unjust. Mr Justice
Neuberger stated that

“..where, as here, the application for judgment in default is made before the filing of the
acknowledgement of service or filing of a Defence, but a Defence is filed before the hearing
of the application, the proper course in plainly a matter for the court’s discretion. In
general, I would have thought that discretion will normally (especially where there is a bona
fide defence) be exercised in favour of extending time...Albeit very late, the Defendants have
come forward with Defences which, on their face, would, if the allegations are made out,

Bond Pearce LLP, a Limited Liability Partnership. Registered in England and Wales number 0C311430.
Registered office: Bristol Bridge House 138-141 Redcliff Street Bristol BS1 6BJ. VAT number GB143 0282 07.
A list of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society. www.bondpearce.com

1A_1090275_1
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defeat the claim...it would be quite disproportionate to enter judgment thereby throwing the
onus onto the Defendants requiring them to justify their being given permission to defend...”

We are applying today to the Court for an order permitting the late filing of the Reply to Defence and
Defence to Counterclaim. We invite you to confirm that you agree to this now and also, if any judgment
has been entered in default against our client (although, we have not received one), to agree to set this
aside. We reiterate that we do not believe that either parties’ best interests are served by taking technical
procedural points. It would be inconceivable for the Counterclaim to succeed, if the Court accepts the
Defendant was responsible for the loss of over £27,000. This dispute needs to be fully aired at trial, if it is
not settled beforehand.

Please may we hear from you as soon as possible today.

Yours faithfully

Bond Pearce LLP

www.bondpearce.com P2/2
1A_1090275_1
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Bond Pearce LLP
Ballard House
West Hoe Road
Plymouth PL1 3AE

ol GRO |
aX 3 GRO -

If any of this fax is missing or illegible
please telephone the number below

To: Rowe Cohen

cc:

From: Stephen Dilley Our ref: SID3/ABG1/348035.134
Directg G RO Date: 17 November 2005

Fax: +:

GRO i Number of pages: 3 Urgent

Cur Client: Post Office Limited
Your Client: Mr L C;qstleton

A o
BY FAX AND DX
I
Y vl
boiie
Confidentiaiity notice - 2
IMPORTANT ~ The information in this fax is confidential and may be tegally privileged. If you are not the intended % ‘\ z d}
recipient, please do not use, disclose, copy or distribute its contents. Instead, please notify the sender as soon
as possible and destroy the fax. i
¢

Bond Pearce LLP, a Limited Liability Partnership. Registered in England and Wales number QC311430. C Col
Registered office: Bristol Bridge House 138-141 Redcliff Streat Bristol BS1 6B). VAT number GB143 0282 07.
A fist of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Sodiety. www.bondpearce.com

1A_1050412_1
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17 November 2005 BoI?ddPearce LLP
AL M 5 Ballard House
By Fax G| .......... .G _Rg .......... L & DX West Hoe Road
Plymouth PL1 3AE
i GRO
Fax:.d i
Rowe Cohen i :
Solicitors GRO i
| GRO
G RO Direct: ™ GRO
: Our ref:
SJD3/ABG1/348035.134
Your ref:
MDT.113969
Dear Sirs

Without prejudice save as to costs
Our Client: Post Office Limited
Your Client: Mr L Castleton

We refer to our fax of 16 November. We have the following comments on your fax of 8 November:

1. Why are you perplexed? You know that Ms Gammack has left the office and it is understandable that
her successor would need some time to read into voluminous documents and take instructions.
During this time the employees of the Post Office dealing with this case also changed and we are now
instructed by the Post Office’s Legal Services team in Croydon.

2. You state that Mr Castleton is only willing to even contemplate mediation after certain conditions,
including disclosure. We have not even reached the standard disclosure stage of this case yet, but in
order to see whether an early conclusion could be reached in this matter, we have already disclosed
numerous documents. This includes the final audit, weekly snapshots, final cash accounts, cash on
hand/declared cash and weekly cash flow and Giro deposits/withdrawals. Your expert reports concede
that the daily snapshots for week 49 does not necessarily mean that an error has been replicated for
other weeks.

3. We have already confirmed that our client has been making every attempt to locate the documents
you have requested, although since you made your initial disclosure requests we have supplied you
with many documents and it is unclear precisely what the balance of information is that you are
seeking. Is it just the particular documents mentioned in Bentley Jennison’s report? Are you stating
that if our client does not locate the documents, Mr Castleton’s position is that he will not mediate?

4, We note your request for disclosure of all such documentation in relation to disputes arising with the
operation of Horizon. However:

(a) CPR 31.22 states that a party to whom a document has been disclosed may only use that
document for the purposes of those proceedings in which it is disclosed. Accordingly, if there are
other proceedings involving the Horizon system (as to which the writer is unaware) then disclosure
made to the Post Office in those proceedings is not permitted in this claim.

(b) CPR 31.7 provides that when giving disclosure, a party is required to make a reasonable search for
documents and the factors in deciding the reasonableness of the search include the number of
documents involved, the nature and complexity of the proceedings, the ease and expense of
retrieval of any particular document and the significance of any document which is likely to be
located during the search. Your request appears to be very broad and vague and it is not currently
clear precisely what it is you are seeking. Having regard to the disclosure rules, we do not believe
that it would be reasonable for the Post Office to search and disclose this category of documents.

In any event, this aspect of your disclosure request appears to be superseded by your 10 November
letter in which you state that you already have this sort of information that your client has obtained
directly from other Sub-Postmasters.

Bond Pearce LLP, a Limited Liability Partnership. Registered in England and Wales number 0C311430.

Registered office: Bristol Bridge House 138-141 Reddiiff Street Bristol BS1 6BJ, VAT number GB143 0282 07.

A list of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society. www.bondpearce.com
1A_1090251_1
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5. Irrespective of the above, it is clear that you have already formed a view on your client’s case and you
will doubtless air those views during any mediation. The reality is that after disclosure, both parties
will have incurred significantly further costs and that even more will be at stake and positions will be
more entrenched. It is unconstructive and untrue to suggest that parties can only mediate successfully
after disclosure and that the parties cannot try to settle the case at an early stage based on the
information then available. Accordingly, we believe that it would be most cost effective to mediate
now. If, however, you refuse to do so, then at the next Case Management Conference we will seek a
stay of the claim in order that the parties can attempt to settle and we will certainly refer to this
exchange of correspondence on the question of costs.

Please take your client’s instructions and revert to us.

Yours faithfully

Bond Pearce LLP

www.bondpearce.com P2/2
1A_1090251_1
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Bond Pearce LLP
Ballard House
West Hoe Road
Plymouth PL1 3AE

i .GRO___|

Rowe Cohen
Solicitors

GRO

@
o
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o
+
@
A
(o]

Quir ref:
SJD3/ABG1/348035.134
Your ref:

MDT.113969

Dear Sirs

Without prejudice save as to costs
Our Client: Post Office Limited
Your Client: Mr L Castleton

We refer to our fax of 16 November. We have the following comments on your fax of 8 November:

1. Why are you perplexed? You know that Ms Gammack has left the office and it is understandable that
her successor would need some time to read into voluminous documents and take instructions.
During this time the employees of the Post Office dealing with this case also changed and we are now
instructed by the Post Office’s Legal Services team in Croydon.

2. You state that Mr Castleton is only willing to even contemplate mediation after certain conditions,
including disclosure. We have not even reached the standard disclosure stage of this case yet, but in
order to see whether an early conclusion could be reached in this matter, we have already disclosed
numerous documents. This includes the final audit, weekly snapshots, final cash accounts, cash on
hand/declared cash and weekly cash flow and Giro deposits/withdrawals. Your expert reports concede
that the daily snapshots for week 49 does not necessarily mean that an error has been replicated for
other weeks.

3. We have already confirmed that our client has been making every attempt to locate the documents
you have requested, although since you made your initial disclosure requests we have supplied you
with many documents and it is unclear precisely what the balance of information is that you are
seeking. Is it just the particular documents mentioned in Bentley Jennison’s report? Are you stating
that if our client does not locate the documents, Mr Castleton’s position is that he will not mediate?

4. We note your request for disclosure of all such documentation in relation to disputes arising with the
operation of Horizon. However:

(a) CPR 31.22 states that a party to whom a document has been disclosed may only use that
document for the purposes of those proceedings in which it is disclosed. Accordingly, if there are
other proceedings involving the Horizon system (as to which the writer is unaware) then disclosure
made to the Post Office in those proceedings is not permitted in this claim.

(b) CPR 31.7 provides that when giving disclosure, a party is required to make a reasonable search for
documents and the factors in deciding the reasonableness of the search include the number of
documents involved, the nature and complexity of the proceedings, the ease and expense of
retrieval of any particular document and the significance of any document which is likely to be
located during the search. Your request appears to be very broad and vague and it is not currently
clear precisely what it is you are seeking. Having regard to the disclosure rules, we do not believe
that it would be reasonable for the Post Office to search and disclose this category of documents.

In any event, this aspect of your disclosure request appears to be superseded by your 10 November
letter in which you state that you already have this sort of information that your client has obtained
directly from other Sub-Postmasters.

Bond Pearce LLP, a Limited Liability Partnership. Registered in England and Wales number 0C311430.

Registered office: Bristol Bridge House 138-141 Redcliff Street Bristol BS1 6B]. VAT number GB143 0282 07.

A list of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society. www.bondpearce.com
1A_1090251_1



POL00083351
POL00083351

5. Irrespective of the above, it is clear that you have already formed a view on your client’s case and you
will doubtless air those views during any mediation. The reality is that after disclosure, both parties
will have incurred significantly further costs and that even more will be at stake and positions will be
more entrenched. It is unconstructive and untrue to suggest that parties can only mediate successfully
after disclosure and that the parties cannot try to settle the case at an early stage based on the
information then available. Accordingly, we believe that it would be most cost effective to mediate
now. If, however, you refuse to do so, then at the next Case Management Conference we will seek a
stay of the claim in order that the parties can attempt to settle and we will certainly refer to this
exchange of correspondence on the question of costs.

Please take your client’s instructions and revert to us.

Yours faithfully

Bond Pearce LLP

www.bondpearce.com P2/2
1A_1090251_1
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Stephen Dilley

From: Stephen Dilley

Sent: 17 November 2005 10:35

To: 'mandy.talbot GRO '

Cc: ‘cheryl.woodward GRO
Subject: FW: The Post Office -v- Lee Castleton

Dear Mandy,

I refer to my email of 16 November and attach a draft fax that I propose to despatch to Mr
Castleton's solicitors for your approval. I would like to discuss my comments in that fax about
disclosure with you, before it is sent.

I look forward to hearing from you as soon as possible.

Kind regards.

Stephen Dilley

Solicitor

for and on behalf of Bond Pearce LLP
DI GRO |

Main office phone: | GRO ;
Fax:! GRO ;

www.bondpearce.com

From: Stephen Dilley
Sent: 16 November 2005 19:31

To: 'mandy.talbot@ GRO ¥ 'cheryl.woodward_., . GRO £

Subject: FW: The Post Office -v- Lee Castleton

Dear Mandy and Cheryl,
I tried to contact you both today, but you were not available.

1. Mandy, please can you let me know whether the Post Office has experienced widespread
problems with Horizon? Mr Castleton's solicitors are seeking disclosure of this sort of
information before they agree to mediate. If it would be difficult for you to find out this
information, please can you give me an idea of how and why it would be difficult (and
expensive) to retrieve it? (eg perhaps there are no central records). This will give me some
ammunition to go back to Mr Castleton's solicitors with to explain why the Post Office does not
feel it is appropriate to disclose it and to try to persuade them to mediate sooner rather than
later.

2. Cheryl, I know you say the paperwork removed form Marine Drive can't now be found, but
did the Post Office keep a list of what items it removed? Do you know that the Post Office
definitely removed the documents Mr Castleton seeks? Do you have the contact details for Mrs
Oglesby so that I can discuss this with her? She will be an important witness.

I look forward to hearing from you as soon as possible.

Kind regards.

Stephen Dilley
Solicitor

17/11/2005
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for and on_behalf of Bond Pearce LLP

DDI: ! GRO
Main office phone: A GRO
Fax: 1 GRO ]

www.bondpearce.com

From: Stephen Dilley

Sent: 11 November 2005 14:06
To: 'mandy.talbot¢ GRO !, 'cheryl.woodward; GRO
Subject: The Post Office -v- Lee Castleton ' '

Dear Mandy and Cheryl,
Thanks, Cheryl, for your e-mail of 10 November.

I note that the Post Office is not able to find the documents which it removed from the sub post
office. These documents are crucial to Mr Castleton's Defence and the Court will draw adverse
inferences if we are not able to produce them. This reinforces my view that we should seek an
early settlement.

1 attach a letter dated 10 November 2005 from Mr Castleton's solicitors to Bond Pearce for your
information, together with an article from the November 2005 edition of the Sub-Postmaster
Magazine in which a sub-postmaster in Chelmsford complains of problems with the operation of
the Horizon computer system. Other sub-postmasters' problems are in my view irrelevant to
the issue of whether the Horizon worked for Mr Castleton, unless there is evidence of
widespread problems. Mr Castleton's specific point is that there are widespread problems with
Horizon and accordingly he should not have been dismissed.

Mandy, I look forward to hearing from you in relation to my 9 November letter. If it will be
helpful to discuss things over the phone, please do not hesitate to contact me on telephone
number: GRO :

Kind regards.

Stephen Dilley

Solicitor

for and on behalf of Bond Pearce LLP
DDI: ¢ GRO ;

Main office phone: 4 GRO
Fax: 4 GRO

www.bondpearce.com

17/11/2005
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17 November 2005 Bond Pearce LLP
Femmmte RO Ballard House
............................... West Hoe Road

Plymouth PL1 3AE

Rowe Cohen i GRO
Solicitors )

GRO ‘Birect] GRO P
Quir ref:
S)ID3/ABG1/348035.134
Your ref:
MDT.113969

Dear Sirs

Without prejudice save as to cosis
Gur Client: Post Office Limited
Your Client: Mr L Castieion

We refer to our fax of 16 November. We have the following comment fax of 8 November:

1.
During this time the employees of the Post Office dealin
instructed by the Post Office’s Legal Services team in

2.

: sure stage of this case yet, but in
order to see whether an early conclusion could be reachet atter, we have already disclosed
numerous documents. This includes the fmal audlt weekl

3.
4.

(a) CPR 31.22 states th
document for the pu

nature and complexity of the proceedings, the ease and expense of
document and the significance of any document which is likely to be
. Having regard to the disclosure rules, we do not believe that it would be

(<) Whether ul=Sastmasters haye” ;&mt}?’ema Wzié’vﬁafmﬁ is not dete”, “rative as ty
e it f,ﬁstz.?n\ggorked, For Mﬁ*&agﬂa,to What 18 milich morerelevant is that it wr
Castlators.sass, B ﬁtﬁu fevrewmfma system /and g8hcluded that there were no s ésf»%’:ms Yout

d nﬁﬁsure requea:{ sedfhsg memfy designed to muddy the waterz;i and delay settle{meﬁt

5. In any event, this aspect of your disclosure request appears to be superseded by your 10 November
letter in which you state that you already have this sort of information that your client has obtained
directly from other Sub-Postmasters.

Bond Pearce LLP, a Limited Liability Partnership. Registered in England and Wales number 0C311430.

Registered office: Bristol Bridge House 138-141 Reddliff Street Bristol BS1 6BJ. VAT number GB143 0282 07.

A list of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society. www Bondpearce.com
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6. Irrespective of the above, it is clear that you have already formed a view on your client’s case and you
will doubtless air those views during any mediation. The reality is that after disclosure, both parties
will have incurred significantly further costs and that even more will be at stake and positions will be
more entrenched. It is unconstructive and untrue to suggest that parties can only mediate successfully
after disclosure and that the parties cannot try to settle the case at an early stage based on the
information then available. Accordingly, we believe that it would be most cost effective to mediate
now. If, however, you refuse to do so, then at the next Case Management Conference we will seek a
stay of the claim in order that the parties can attempt to settle and we will certainly refer to this
exchange of correspondence on the question of costs.

Please take your client’s instructions and revert to us.

Yours faithfully

Bond Pearce LLP

www.bondpearce.com P2/2
1A_1090251_1
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- aphen Dilley

" From: cherylwoodwardi GRO 13
Sent: 17 November 20bo-vomrg ===
To: cath.oglesby{" "~ """6RO"
Cc: Stephen Dilley
Subject: Urgent Re: FW: The Post Office -v- Lee Castleton
Hi Cath

Could you please contact Stephen Dilley at Bond Pearce Solicitors in relation to Lee Castleton formally of Marine
Drive Po. They need to know what documentation was removed from the office.

Stephen ! GRO '

Hi Stephen

As you can see I have asked Cath to contact you but here is her number anyway G GRO

Thanks Cheryl.
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This email and any attachments are confidential and intended for the addressee only. If you are not the named
recipient, you must not use, disclose, reproduce, copy or distribute the contents of this communication.

If you have received this in error, please contact the sender and then delete this email from your system.
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Bond Pearce LLP
Ballard House
West Hoe Road
Plymouth PL1 3AE

Tel: # i
ax
DX 8251 Plymouth

If any of this fax is missing or illegible
please telephone the number below

To: Rowe Cohen Faxi  GRO
cc: Your téf MDT. 11396
From: Stephen Dilley Our ref: SID3/ABG1/348035.134

Direct: | G RO Date: 16 November 2005

Fax: +domegoy

GRO i Number of pages: 3 Urgent

Our Client: Post Office Limited
Your Client: Mr L Castleton

BY FAX AND D

2

& L
Confidentiality notice : ‘ - \_\‘ N \
IMPORTANT - The information in this fax is confidential and may be legally privileged. If you are not the intended

recipient, please do not use, disclose, copy or distribute its contents. Instead, please notify the sender as soon

as possible and destroy the fax. ‘\Q \
NIy

Bond Pearce LLP, a Limited Liability Partnership. Registered in England and Wales number 0C311430.

Registered office: Bristol Bridge House 138-141 Redcliff Street Bristol BS1 6BJ. VAT number GB143 0282 07.

A list of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society. www.bondpearce.com
1A_1090211 1
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16 November 2005 gol?ddl’:arce LLp
Sliard House

By Fax ____ .| GRO ... B Post West Hoe Road

Plymouth PL1 3AE

Tel:} GRO i
Rowe Cohen (o e
Solicitors i GRO ;

GRO :
GRO i Direct: i GRO !

Our ref:
URGENT SID3/SIR2/348035.134

Your ref:

MDT.113969
Dear Sirs
Our Client: Post Office Limited
Your Client: Mr L Castleton
Thank you for your fax dated 16 November. We have the following comments in response:
1. You are incorrect to state that our client’s Reply to Defence and Defence to Counterclaim is over

two months out of time. The claim was stayed for one month from 4 October to 3 November, for
settlement. Given that there was a stay, nothing needed to be filed during this period and the
time does not run during the stay. Ms Gammack has now left this firm but we have asked her to
comment on your assertions. Our position is fully reserved.

2. We are surprised that you have made an application for Default Judgment, given that you
confirmed Mr Castleton was willing to participate in a mediation after standard disclosure. Why
would the standard disclosure stage of proceedings take place if a default judgment was obtained,
triggering a hearing on quantum? Your client’s position is misleading. We will revert to you
separately on the question of disclosure.

3. In any event, you state that the onus is on us to set aside your client’s Judgment in Default but we
have not received any Judgment in Default against our client. If you have received a copy, please
send this to us. The only Judgment in Default we have received is against your client. As no
Judgment in Default has been entered against our client, your client is not entitled to do so given
that our Defence to Counterclaim has been served and filed before any Judgment has been
entered.

4., If the Court does enter Judgment in Default against our client, we are instructed to immediately
apply to set it aside. The Court may set aside a Default Judgment if the Defendant has a real
prospect of successfully defending the claim or there is some other good reason why the
Defendant should be allowed to defend the claim. If the Court accepts at trial that your client has
negligently, carelessly and/or in error failed to account for over £27,000, then it would be
incongruous for the Counterclaim to succeed. The Claim and Counterclaim are intertwined and
there needs to be a full trial of the issues they raise. We will refer to the fact that Fujitsu Services
examined the computer system and confirmed that the discrepancies were caused by the
difference between the transactions that were recorded on the system and the cash that was
declared and were not caused by the system’s software or hardware. In the light of this
examination, we firmly believe that the Post Office claim has much more than a real prospect of
success. Accordingly, if it necessary for us to apply to set aside any Judgment in Default, we
invite you to consent to it now. If an application proves necessary, then we will refer to this fax on
the question of costs.

5. If no Judgment in Default has been entered against our client, then we invite you to immediately
confirm to the Court, copying us in, that you will withdraw your application.

Bond Pearce LLP, a Limited Liability Partnership. Registered in England and Wales number OC311430.

Registered office: Bristol Bridge House 138-141 Redcliff Street Bristol BS1 6BJ. VAT number GB143 0282 07.

A list of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society. www.bondpearce.com
1A_1090155_1
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we do not believe that either parties’ interests are best served by interim applications taking technical
points on procedure that will ultimately do little other than to increase the costs and entrench positions.
We do believe that the best outcome would be for the claim to be stayed to allow a mediation to take
place and will seek a stay at the next directions hearing.

Please let us have your response by return.

Yours faithfully

Bond Pearce LLP

www.bondpearce.com P2/2
1A_1090155_1
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Bond Pearce LLP
Ballard House
West Hoe Road
Plymouth PL1 3AE

Tel: GRO

Fax:

aX

GRO g
If any of this fax is missing or illegible
please telephone the number below
To: Judgments and Orders Section Royal Courts of Justice Fai GRO |
cc: Your ref:
From: Stephen Dilley Our ref: SID3/HR1/348035.134
Direct G R 0 Date: 15 November 2005
Fax: +
GRO : Number of pages:
et
) &, i& N.:@ ; Nﬂ-}} m"""‘%» } 'TE:; %i Q P
Mt N y o ~ %
Confidentiality notice N % 3
IMPORTANT - The information in this fax is confidential and may be legally privileged. If you are not the intended
recipient, please do not use, disclose, copy or distribute its contents. Instead, please notify the sender as soon
as possible and destroy the fax.
Bond Pearce LLP, a Limited Liability Partnership. Re‘?istered in England and Wales number 0C311430.
Registered office: Bristol Bridge House 138-141 Redciiff Street Bristol BS1 681. VAT number GB143 0282 07.
A tist of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society. www. bondpearce.com
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15 November 2005 gﬁ?dd":arce LLP
allard House
By Fax i GRO j& DX West Hoe Road

Plymouth PL1 3AE

o+ GRO

Her Majestys Court Service gFaX: : &RO et
Judgments and Orders R i
Room No E15 ---GRO ‘
Royal Courts of Justice TDIFEEET GRO
i GRO ; Our ref:

SID3/LIP1/348035.134

Your ref:

Dear Sir/Madam

HQO05X02706

Post Office Limited v Mr Lee Castleton

We act for the Claimant and Part 20 Defendant in the above matter.

Please find enclosed our client’s Reply to Defence and Defence to Counterclaim for filing.
We confirm that we have today served the same on the Defendant.

Yours faithfully

Bond Pearce LLP

Bond Pearce LLP, a Limited Liability Partnership. Registered in England and Wales number 0C311430.
Registered office: Bristol Bridge House 138-141 Redcliff Street Bristol BS1 6B]. VAT number GB143 0282 07.
A list of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society. www.bondpearce.com
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Bond Pearce LLP
Bailard House
West Hoe Road
Plymouth PL1 3AE

ax Ili';.? GRO

i GRO

If any of this fax is missing or illegible
ptease telephone the number below

To: Mark Turner Rowe Cohen Solicitors Faxi_.._.GRO i
cc: Your ref: MDT.113969
From: Stephen Dilley Qur ref: SID3/HR1/348035.134

Direct Date: 15 November 2005

Fax: + G RO

i GRO Number of pages:

Gur Client: Post Office Limited
Your Client: Mr L Castieton

v

Con;dentia!itv n\c;iice ‘Q)\) ‘% “5 C}\)

IMPORTANT ~ The information in this fax is confidential and may be legally privileged. If you are not the intended

recipient, please do not use, disclose, copy or distribute its contents. Instead, please notify the sender as soon
as possible and destroy the fax.

Bond Pearce LLP, a Limited Liability Partnership. Rec?lstered in England and Wales number 0311430,
Registered office: Bristol Bridge House 138-141 Reddliff Street Bristol BS1 681, VAT number GB143 0282 07.

A list of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society. www. bondpearce.com
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15 November 2005 g"l'l‘dd":afce LLP
o 4 allard House
By Fax;l GRO 0 & DX West Hoe Road
. et Plymouth PL1 3AE
el e ................................... 5
Tl __GRO.. |
Rowe Cohen i GRO
~Salicitars . ) :
: GRO é GRO é
DITELY SN !
Qur ref:
SID3/HR1/348035.134
Your ref:
MDT.113969
Dear Sirs

Post Office Limited v Mr L Castleton
Please find enclosed by way of service our client’s Reply to Defence and Defence to Counterclaim.
We confirm we have today filed the same with the Court.

We regret that negotiations appear to have come to a halt and would suggest that we now proceed to
mediation without any further unnecessary delay.

We look forward to hearing from you.

Yours faithfully

Bond Pearce LLP

Bond Pearce LLP, a Limited Liability Partnership. Registered in England and Wales number 0C311430.
Registered office: Bristol Bridge House 138-141 Redcliff Street Bristol BS1 6BJ. VAT number GB143 0282 07.
A list of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society. www.bondpearce.com
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Telephone attendance

Client: Royal Mail Group PLC Sub Postmaster Litigation

Matter: Mr Lee Castleton Matter no: 348035.134
Attending:

Name: Helen Rumford Location: N/A Date: 15 November 2005
Start time: Units:

ATTENDING (OUT) the court and explaining the situation and saying that we did intend to file
the defence to counterclaim today. HR asking whether it would be likely that the order
would be amended to be judgment for the defendant. However, the person I was speaking
to said he was only a trainee and had not dealt with judgment before but did say that there
was a note on the screen dated 10 November to say that no defence to the counterclaim had
been filed.

He was unable to help me further.

Units
HR1

1A_1089460_1
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Telephone attendance

Client: Royal Mail Group PLC Sub Postmaster Litigation

Matter: Mr Lee Castleton Matter no: 348035.134
Attending:

Name: Julian Summerhayes Location: N/A Date: 15 November 2005
Start time: Units:

JMS1 attending OUT on Mandy Talbot and discussing matters, JMS1 wanted to know whether
there was any evidence at all of the monies that were alleged by Royal Mail to be
outstanding? MT indicating that she had gone through the file but was certainly not able to
find any manual documents to confirm this. JMS1 talking through a few of the issues in the
Reply and Defence to Counterclaim and saying he had slightly amended that from the
version that had been sent through earlier. JMS1 would send that through via HR1's email
address. MT talking about getting tired with this case. She was still not sure why the firm
had been given instructions to issue. She will revert soonest.

2 units

1A_1090151_1
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Client: Royal Mail Group PLC Sub Postmaster Litigation

Matter: Mr Lee Castleton

Matter no: 348035.134

Attending:
Name: Julian Summerhayes Location: N/A Date: 15 November 2005
Start time: Units:

JMS1 amending Reply and Defence to Counterclaim and HR1 emailing that to the client.

5 units

1A_1090149_1
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Note

Client: Royal Mail Group PLC Sub Postmaster Litigation

Matter: Mr Lee Castleton Matter no: 348035.134
Attending:

Name: Julian Summerhayes Location: N/A Date: 15 November 2005
Start time: Units:

JMS1 discussing with HR1 the basis of the Reply and Defence to Counterclaim. JMS1 going through CPR
Part 16 with her.

3 units.

1A_1090024_1
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Stephen Dilley

From: Rebecca Chappell

Sent: 14 November 2005 16:37

To: Stephen Dilley

Subject: RE: Post Office -v- Lee Castleton

Stephen

Please find the Lawtel summary of the relevant case below, in which judgment was given to the
subpostmaster due to lack of original documentation.

As discussed, the cases I have worked on where the lack of evidence issue arose either settled
(without entering into a substantial discussion on this point) or we got judgment based on the
subpostmaster's weak defence.

Sorry I can't be of more help - good luck!

Rebecca

POST OFFICE COUNTERS LTD v TARLA MAHIDA (2003)
CA (Hale LJ, Kay 1.J) 22/10/2003

CIVIL PROCEDURE - CIVIL EVIDENCE

DESTROYED EVIDENCE : SECONDARY EVIDENCE : RELIABILITY : ADMISSIBILITY :
POST OFFICES : SUB-POST MISTRESSES : DISCREPANCIES : SCHEDULES : ACCOUNTS :
RECOVERY OF SUMS : FAIRNESS : FAIR TRIALS : PRIMARY EVIDENCE : DEBTORS :
CREDITORS : CASE MANAGEMENT : DISCRETION : PROOF OF DEBT : CIVIL
PROCEDURE RULES 1998 SI 1998/3132 : CPR : CPR PART 31

Where a creditor was relying upon discrepancies in documents submitted by the debtor, and
the debtor was requesting details of the claim, the creditor could not be said to have discharged
the burden of proving the debt when it was responsible for destroying the primary evidence
said to have proved that debt. That was a factor that should have weighed heavily in the
judge's determination of whether the debt had been proved by the secondary evidence.

Appeal by the defendant ('M") from the decision of HH Judge Perry dated 31 October 2002, giving
judgment in favour of the claimant ('P') and dismissing the counterclaim. M was employed as a sub-
post mistress from 1988 until she was suspended in October 1994 and her contract terminated in
1995. The grounds of the termination were that P had found discrepancies in M's claims for
payments in respect of Department of Social Security ('DSS') payments that had been made by M. In
September 1997 P issued these proceedings seeking recover of sums said to have been due which
represented the discrepancies in the payments. M denied liability and counterclaimed for breach of
contract. The judge found the claim made out and dismissed the counterclaim. By this appeal M
claimed that she was denied a fair trial since the documentation relied upon by the judge was
secondary evidence as to the alleged deficiencies. That evidence amounted to schedules drawn up by
P which related to claim forms and receipts submitted by M when she had sought the payments.
However, the actual documentation that was set out in those schedules was not adduced as evidence
by P since it had either been destroyed by P or by the DSS in the usual course of document
destruction. M argued that although the secondary evidence was admissible evidence, the judge was
wrong to have admitted it or accept it as proving P's case. Accordingly, M argued that the judge

21/11/2005
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shy .d have exercised his discretion under CPR Part 31 and refused to admit the secondary evidence.

HELD: (1) There was no doubt that the secondary evidence was admissible evidence. The power
contained in the Civil Procedure Rules 1998 SI 1998/3132 to exclude evidence, even if admissible,
was principally a case management power designed to allow the court to stop cases getting out of
hand. It would have been a harsh decision to have shut P out of its claim and the possibility of a
defence to the counterclaim because of the non-existence of the original documents. Accordingly,
the judge could not be said to have been plainly wrong in the exercise of his discretion to admit the
evidence. (2) Nevertheless, there was a substantial unfairness in the process. M had requested sight
of the original documents from a very early stage, but there were two key failures by P. Firstly, there
was delay in P's response to M's request to see the documents, and secondly, P had failed to take
proper care of the original documents which were the foundation of its claim. Those matters went to
the weight accorded to the secondary evidence being admitted. (3) Whilst the judge could not be
faulted for concluding that the secondary evidence entitled him to find that there had been an
increased claim over a particular period, and that the evidence supported the dismissal of M's
counterclaim, it was a separate issue as to whether the secondary evidence was of sufficient weight
to prove the precise amount of debt that was said to have been due. Where a creditor was relying
upon discrepancies in documents submitted by the debtor, and the debtor was requesting details of
the claim, the creditor could not be said to have discharged the burden of proving the debt when it
was responsible for destroying the primary evidence said to have proved the debt. That was a factor
that should have weighed heavily in the judge's determination of whether the debt had been proved.
(4) Whilst the secondary evidence did go some way, coupled with further evidence in the case, to
prove some of the debt owed, it did not prove all of the claimed sums and accordingly the judge's
order was substituted for one that only contained those sums proved. On that limited basis the appeal
was allowed.

Appeal allowed.

David Craig instructed by Legal Services Royal Mail Group Plc for P. Mr J Kenny instructed by the
Pro Bono Unit for M.

LTL 22/10/2003 EXTEMPORE : Times, October
31, 2003

Document No. AC9900565

From: Stephen Dilley

Sent: 14 November 2005 14:16

To: Rebecca Chappell

Subject: FW: Post Office -v- Lee Castleton

Rebecca,

I understand you have had to mediate RM claims in the past and address a documentation
problem. I have a similar problem with a case that I am running for them. Please could you
give me a call this afternoon to discuss?

Many thanks.

Stephen Dilley

Solicitor

for and_on _behalf of Bond Pearce LLP
DDI: 4 GRO |

Main office phone: +-rr-coywr SR
Fax: 4 GRO

21/11/2005
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From: Stephen Lister

Sent: 07 November 2005 10:42

To: Stephen Dilley

Cc: Tom Beezer

Subject: RE: Post Office -v- Lee Castleton

Thank you Stephen.

Lack of documentary evidence has been a problem for RM in the past and there is a history of
findings against them on the basis that they could not prove their debt. If this case will
effectively put the Horizon system on trial, I agree that RM should seek to mediate a
settlement. Rebecca Chappell has successfully mediated RM claims in the past and you should
speak to her as she has also had to address the problem of lack of documentation. She may
have some suggestions.

I am copying this email to Tom Beezer as he is the client care partner for RM litigation.
Regards,

Stephen

From: Stephen Dilley

Sent: 07 November 2005 10:01

To: Stephen Lister

Subject: Post Office -v- Lee Castleton

Dear Stephen,

As you are the relationship partner for the Royal Mail, I thought it would be helpful to update
you in relation to a case I am dealing with for them in case Mandy Talbot mentions it. I
recently inherited this case from Denise Gammack when she left the firm, who in turn inherited
it from Laura Peto in CMS.

Mr Castleton ("Mr C") was a subpostmaster from July 2003 to March 2004. The Post Office

a claim against him for approximately £27,115.83 plus interest and costs in respect of net
losses. The real issue is whether there has been any real shortfall, or whether the shortfall has
really been generated by computer error. Mr Castleton believes the post offices’ weekly
snapshots are inaccurate. Mr C has a wrongful termination claim for up to £250,000 but those
losses have not yet been particularised.

The claim has been issued, a defence and counterclaim served, and the case was stayed for
settlement. Mr C has obtained 2 experts' reports which conclude that the

P.O's Horizon computer system, despite the suspense account entry, has failed to recognise the
entry on the daily snapshot and that Mr Castleton's Defence, "appears to hold potential merit
based on the limited documentation" they have so far reviewed.

I have asked the P.O to produce some more documents to try to strengthen their claim, but
they are struggling to do so. Given the nature of Mr Castleton's Defence, I suspect that the
Court will draw adverse inferences against the Post Office if it is unable to produce relevant
documents that could either help or hinder its case.

My view is either that we should obtain the documents to prove the claim is true, or take an
early view that it is unlikely to succeed and seek an early settlement (which may even on a
worst case scenario involve making a payment to Mr Castleton).

We take instructions from Cheryl Woodward, Agents Debt Team, Chesterfield but Mandy Talbot

is copied in on emails. I spoke to Mandy last week to take instructions and her first question
was why Bond Pearce had issued a claim when liability was unclear. I informed Mandy that my

21/11/2005
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cc agues had expressed concern to Cheryl about issuing.

(There is an attendance note of a telecon between Laura and Richard Benton (Service
Management Section) on file dated 20 April "LRB expressing concern that she would only want
to issue if she was entirely satisfied there were no holes in the evidence which would make the
claim fail" and letter from Laura to Cheryl dated 10 May stating "...although you have instructed
me to issue proceedings, I am reluctant to do so with the knowledge that some vital evidence
may be missing. In particular, some balance snapshots and documents for Week 51 and 52 are
missing together with an audit trail. The debtor's solicitors claim that these documents are
pivotal..." and email from Laura to Cheryl of 24 May "...it will damage the claim if we are unable
to provide evidence pivotal to the claim." Laura was then told to issue a claim without this
information.

Mandy's next comment was that Cheryl may not have had authority to tell Laura to issue a
claim but I was able to tell Mandy that Cheryl had referred this question to her Managers before
instruction Laura to proceed.

In any event, Mandy has instructed me to put forward an offer of mediation to try to settle the
claim. In the meantime, she will try to obtain more info to support the P.O's claim.

If you have any further questions, please do not hesitate to contact me.
Kind regards.

Stephen Dilley

Solicitor

for and on behalf of Bond Pearce LLP
DDI:i_________GRO

Main office phone: A GRO :
Fan | 5RO e ;

www.bondpearce.com

21/11/2005
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m: cheryl.woodward GRO
Sent: 10 November 2005 08:32
To: Stephen Dilley
Cec: mandy.talbot™ """gRre "1 ; jennifer.robson; GRO
carol.king™* GRO i ‘
Subject: Re: Post Office -v- Lee Castleton
Attachments: C.htm; Ecopy Scan.pdf

C.htm (3 KB) Ecopy Scan.pdf
(408 KB)
Hi Stephen

In regards to your letter.
The paperwork which was removed from Marine Drive Po unfortunately cannot be found.

Cheryl.

"Stephen Dilley"
To: <mandy.talbac >
GRO cc: <cheryl.woodwar GRO
Subject: Post Office -v- Lee Castleton

e

09/11/2005 16:15

Please see attached.
Kind regards.

Stephen Dilley

Solicitor

for and on behalf of Bond Pearce LLP

DDI:i GRO_ !

Main office phone: 4 GRO
Fax: + GRO z

www.bondpearce.com <http://www.bondpearce.com/>

The information in this e-mail and any attachments are confidential and may be legally privileged and protected
by law. The intended recipient only is authorised to access this e-mail and any attachments. If you are not the
intended recipient, please notify the sender as soon as possible and delete any copies. Unauthorised use,

dissemination, distribution, publication or copying of this communication is prohibited.

Any files attached to this e-mail will have been checked by us with virus detection software before transmission.
You should carry out your own virus checks before opening any attachment. Bond Pearce LLP accepts no liability

for any loss or damage which may be caused by software viruses.

Bond Pearce LLP is a Limited Liability Partnership registered in England and Wales number OC311430.

Registered Office: Bristol Bridge House, 138-141 Redcliff Street, Bristol,
BS1 6BJ.

A list of Members is available from our registered office. Any reference to a Partner in relation to Bond Pearce LLP

means a Member of Bond Pearce LLP.
Bond Pearce LLP is regulated by the Law Society.
(See attached file: C.htm)
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Date: 16 November 2005
Your ref: SJD3/FAC1/348035.134
Our ref: MDT.113969
Please ask for: Mark Tumner
Direct dial:
Direct fax : G RO ROW
E-mail: ; S 5 SOLICTTORS
Bond Pearce
Solicitors
{ ___GRO i
PLYMOUTH
By DX and Fax
Dear Sirs

Cur client: Mr L Castleton — Marine Drive Post Office, Bridlingion
Your client: Post Office Limited

We refer to your letter of 15 November.

Your client’s Reply to Defence and Defence to Counterclaim is over two months out of time. It should be no
surprise to you that judgment in default has been entered against your client. We indicated to your Denise
Gammack during a telephone conversation on 15 September that we had applied for judgment in default given
the failure to file a Defence to Counterclaim within the mandated period.

Ms Gammack indicated that she had been out of the office at the relevant time and had understood that one of
her colleagues had attended to filing it with the court. Despite this apparent “oversight”, you have made no
attempt until now to either serve a Defence and Counterclaim on us or to apply to the court for relief from
sanction and a retrospective extension of time to do so. This is consistent with the general approach that your
client appears to have taken to this litigation as a whole.

The onus is very firmly on your client to apply to the court for relief from sanction and to set aside our client’s
judgment in default. It will not come as any surprise to you that any such application at the case management
conference listed for 6 December will be vigorously opposed. Your client’s own inaction and failure to make
a prompt application for relief from sanction should now preclude the court from exercising any discretion in
its favour.

We have made our position regarding mediation abundantly clear in our letter of 8 November. The ball is in
your court.

Yours faithfully

GRO

ROWE COHEN

| 1
Quay House e Quay Steept o Manshester M3 3E » Tal i GRO o Fux GRO i
\ i

.________________________E Epnail law,i GRO : ® Website warw.rowscahen, c

Fartners: S. £ Cobwn o L Rowe » DY, Morwich = LM, Lewis = MV Hymanson » GP Smafl » & Dennison « B.T. Coghlan » V. Dwek ¢ A Farley » A Sacks « A Taylor g 4

M.C. Wondall « R Sproston « §, Room » A, Curwen » Rj.Myer » H.Burns » S.P Suttor &ssociates: LE Swerling » AD. Owens « M, Molloy « P Ssmpson Donsuitent: M.T. Horwich 4 §

Thin fiemm w segudensd by the Law Sedmy ‘_‘;, P
MSMARKTABBEY\CASTLETON 61 195 LETTER TO BOMD PE E

Also at London ¢ ¢ INVESTOR 1N PEOFLE ARC
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Stephen Dilley

From: Stephen Dilley

Sent: 16 November 2005 17:31

To: '‘denisegammack GRO
Subject: The Post Office -v- Mr L. Castleton

Attachments: Ecopy Scan.pdf

Dear Denise,
I hope you are well and enjoying life at Stones.

The Post Office -v- Mr L. Castleton claim continues. Mr Castleton's solicitors have made a
comment about a telecon with you on 15 September and I'd appreciate your feedback before I
go back to them on this point. Please see attached.

Kind regards.

Stephen Dilley

Solicitor

for and._on hehalf of Bond Pearce LLP

ooL: i . GRO 5 :
Main office phone: GRO
Fax: | GRO

www.BoHAPearce. com

16/11/2005
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16 November 2005 gol?ddP:arce LLP
. : ; allard House

By Email denisegammaci GRO K & Post aet Howse

Plymouth PL1 3AE

Tel:i i

Faxi F;F(() !
Ms D Gammack ¥ GRO i
Stones : !
Solicitors i GRO :
Linacre House Direct: GRO !
Southernhay Gardens our ref:
Exeter SID3/ABG1/348035.134
EX1 1UG Your ref:
Dear Denise

Post Office Limited -v- Mr L Castleton

You will previously recall dealing with this matter whilst you were still at Bond Pearce LLP. You emailed me
about it on 29 September and I have taken it over since you have left.

After you left, the Court ordered there to be a stay on the case for a month and that has now expired. We
are trying to seek a settlement, but Mr Castleton has applied for a Judgment in Default. I can see from
the file that we received the Defence and Counterclaim on 15 August, so the Reply to Defence and
Defence to Counterclaim ought to have been filed by around 29 August (i.e. within 14 days).

I attach a copy fax dated 16 November from Mr Castleton’s solicitors in which they state that they
informed you in a telephone conversation on 15 September that they had applied for Judgment in Default
given the failure to file a Defence to Counterclaim within the mandated period. They state that you told
them you had been out of the office at the relevant time and had understood that one of your colleagues
had attended to filing it with the Court. I have looked on the file for a copy of your attendance note
recording your conversation with Mr Castleton’s solicitors on 15 September, but I cannot find anything.
However, you have recorded a time entry on that date being a telephone call from Mr Castleton’s solicitors
in which the description states “Mark Turner from Rowe Cohen”.

What I would like to do is to set the record straight with Mr Castleton’s solicitors as to what was said on 15
September, but before I can do so, I would appreciate your comments. Please can you recall what was
said in that conversation and confirm whether:

1. Rowe & Co are correct that you did inform them that one of your colleagues had filed the Reply to
Defence and Defence to Counterclaim at Court because you were away at the relevant time (i.e.
during August); and

2. You did believe that the Reply to Defence and Defence to Counterclaim had been filed and if so, who
you thought had filed it? I cannot find a record of a Reply to Defence and Defence to Counterclaim on
iManage dated around August or anybody’s time on the system to suggest who may have dealt with it
in your absence in August.

I look forward to hearing from you as soon as possible and thank you in anticipation of your assistance.
Kind regards.

Yours sincerely

Stephen Dilley

Solicitor
for and on behalf of Bond Pearce LLP

Bond Pearce LLP, a Limited Liability Partnership. Registered in England and Wales number 0C311430.

Registered office: Bristol Bridge House 138-141 Reddliff Street Bristol BS1 6BJ, VAT number GB143 0282 07.

A list of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society. www.bondpearce.com
1A_1090159_1



POL00083351

POL00083351
o Date: 16‘:'Novembcr 2005
v Your ref: SID3/FAC1/348035.134
J¢ Ourref MDT.113969
Please ask for: Miark Turner
Direct dial: AR L8 ODA A EDD ]
Directf: GRO | Py
: 1
Bond P?arce
Solicitors
By DX and Fax ’
!
Dear Sirs

Our client: Mr L Casftleton — Marine Drive Post Office, Bridlington
Your client: Post Office Limited

We refer to your Jetter|of 15 November.

Your client’s Reply to| Defence and Defence to Counterclaim is over two months out of time. It should be no
surprise to you that Judgment in default has been entered against your client. We indicated to your Denise
Gammack during a telephone conversation on 15 September that we had applied for judgment in default given
the failure to file a Defence to Counterclaim within the mandated period.

Ms Gammack indicated that she had been out of the office at the relevant ime and had understood that one of
her colleagues had attended to filing it with the court. Despite this apparent “oversight”, you have made no

attempt until now to either serve a Defence and Counterclaim op us or to apply to the court for relief from
sanction and a retrospecnve extension of time to do so. This is consistent with the general approach that your
client appears to have taken to this litigation as a whole.

The onus i3 very firmly on your client to apply ta the court for relief from sanction and to set aside our client’s
judgment in default. If will not come as any surprise to you that any such application at the case management
conference listed for 6 December will be vigorously opposed. Your client’s own inaction and failure to make
a prompt application for relief from sanction should now preclude the court from exercising any discretion in

its favour. .
]
‘We have made our position regarding mediation 2bundantly clear in our letter of 8 November. The ball is in
your court. .
Yours faithfully
ROWE COHEN
_‘25’_‘_'!_!’_*_99_5?__:__9_‘1@}‘ Strece = Manchester M3 JJE o Tl -l: -------- Gl I-Q-d"": ® Fax +;'"'"6-R'6"'"';
L GRO ____!Emai h‘\i GRO * Wabsita wawirawacohancom T m st
Partners: §.E Cohen » 1. Rowe » DJ Hn:«;ég Yy va-ls M.V, Hymanaon « G.P Small « A Denntzan « B.T.Coghian » |V, Dweik s A Faricy « A Sacks « A Taylor
M.C. Weodsl! « )\J Sprostan » S, Raom » A.Culwcn 2 B Myer = M. Burnz » SP Sumon Anoaatuo-LF Sevarling « AD, Ovmas © M, Moloy » P Ssmpson  Censuttane M.T. Horwich {' ‘}
This i & maulted by the g Soctey -! Yok
Aisa at London | i " GIMARKDABBEWCASLETONUSLIOSIETTEETO BOND rea
16~MOU-2885 83:53 G RO 354 82
A list Of MEMDErS OF PBUHU Fogi e v vy - - .
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16 NOViem_b_Q[..ZQQ_S.-._._.! Bond Pearce LLP
o GRO. |arost oo

Plymouth PL1 3AE

Rowe Cohen
Solicitors ! )
G RO ‘ Direct: # GRO i .

Our ref:

URGENT SID3/SIR2/348035.134
Your ref:
MDT.113969

Dear Sirs

Our Client: Post Office Limited
Your Client: Mr L Castleton

Thank you for your fax dated 16 November. We have the following comments in response:

1. You are incorrect to state that our client’s Reply to Defence and Defence to Counterclaim is over
two months out of time. The claim was stayed for one month from 4 October to 3 November, for
settlement. Given that there was a stay, nothing needed to be filed during this period and the
time does not run during the stay. Ms Gammack has now left this firm but we have asked her to
comment on your assertions. Qur position is fully reserved.

2. We are surprised that you have made an application for Default Judgment, given that you
confirmed Mr Castleton was willing to participate in a mediation after standard disclosure., Why
would the standard disclosure stage of proceedings take place if a default judgment was obtained,
triggering a hearing on quantum? Your client’s position is misleading. We will revert to you
separately on the question of disclosure.

3. In any event, you state that the onus is on us to set aside your client’s Judgment in Default but we
have not received any Judgment in Default against our client. If you have received a copy, please
send this to us. The only Judgment in Default we have received is against your client. As no
Judgment in Default has been entered against our client, your client is not entitled to do so given
that our Defence to Counterclaim has been served and filed before any Judgment has been
entered.

4, If the Court does enter Judgment in Default against our client, we are instructed to immediately
apply to set it aside. The Court may set aside a Default Judgment if the Defendant has a real
prospect of successfully defending the claim or there is some other good reason why the
Defendant should be allowed to defend the claim. If the Court accepts at trial that your client has
negligently, carelessly and/or in error failed to account for over £27,000, then it would be
incongruous for the Counterclaim to succeed. The Claim and Counterclaim are intertwined and
there needs to be a full trial of the issues they raise. We will refer to the fact that Fujitsu Services
examined the computer system and confirmed that the discrepancies were caused by the
difference between the transactions that were recorded on the system and the cash that was
declared and were not caused by the system’s software or hardware. In the light of this
examination, we firmly believe that the Post Office claim has much more than a real prospect of
success. Accordingly, if it necessary for us to apply to set aside any Judgment in Default, we
invite you to consent to it now. If an application proves necessary, then we will refer to this fax on
the question of costs.

5. If no Judgment in Default has been entered against our client, then we invite you to immediately
confirm to the Court, copying us in, that you will withdraw your application.

Bond Pearce LLP, a Limited Liability Partnership. Registered in England and Wales number 0C311430.

Registered office: Bristol Bridge House 138-141 Reddliff Street Bristol BS1 6BJ. VAT number GB143 0282 07.

A list of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society. www.bondpearce.com
1A_1090155_1
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We do not believe that either parties’ interests are best served by interim applications taking technical
points on procedure that will ultimately do little other than to increase the costs and entrench positions.
We do believe that the best outcome would be for the claim to be stayed to allow a mediation to take
place and will seek a stay at the next directions hearing.

Please let us have your response by return.

Yours faithfully

Bond Pearce LLP

www.bondpearce.com P2/2
1A_1090155_1
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1611 '05 09:55 FAX ¢ GRO : ROWECOHEN Bioos

Date: 16 \Iovembf:r 2005
Your ref: SJDS/FAC1/34803 5.134
Our ref: MDT.113969

Please ask for: Mark Turner

Direct dial:
Direct fax : G RO i :
. SOLICITORY

E-mail:

|
Bond Pearce
Solicitors

B YMOUTH

|
By DX iimd Fax

Dear Si’;t's
QOur client: Mr L Casfﬂeton —Marine Drive Post Office, Bridlington
Your client: Post Office Limited

‘We refer to your letter §.of 15 November.

Your client’s Reply togDefence and Defence to Counterclaim is over two months out of time. It should be no
surprise to you that judgment in default has been entered against your client. We indicated to your Denise
Gammack during a telé'phone conversation on 15 September that we had applied for judgment in default given
the failure to file a Defence to Counterclaim within the mandated period.

Ms Gammack indicated that she had been out of the office at the relevant dme and had understood that one of
her colleagues had attended to filing it with the court. Despite this apparent “oversight”, you have made no
attempt until now to either serve a Defence and Counterclaim on us or to apply to the court for relief from
sanction and a retrospective extension of time to do so. This is consistent with the general approach that your
client appcars to have faken to this litigation as a whole.

The onus is very ﬁrml{,y an your client to apply to the court for relief from sanction and to set aside our client’s
judgment in default. It will not come as any surprise to you that any such application at the case management
conference listed for § December will be vigorously opposed. Your client’s own inaction and faijure to make
a prompt application for relief from sanction should now preclude the court form exercising any discretion in
its favour. ;

‘We have made our po‘sition regarding mediation abundantly clear in our letter of 8 November. The ball is n
your court,

Yours faithfully
GRO

ROWE COHEN

Quay House = Qusyy Sarmzt = Man:hea

"15%@4{31’( NW&*SRW»&C\:M NMﬂr«mesmS!Smﬂ Aﬂnnntut‘%rfngwkoavm-ﬁﬂuvw P Samp {"E
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Y,
15 November 2005 Bond Pearce LLP
By Fax 0161 834 7382 & DX &a;':tfgo?azz g
Plymouth PL1 3AE
e  GRO__|
Rowe Cohen
Solicitors GRO
i i i GRO i
i GRO ! SR ey { :
Our ref:
SID3/HR1/348035.134
Your ref:
MDT.113969
Dear Sirs

Post Office Limited v Mr L Castleton
Please find enclosed by way of service our client’s Reply to Defence and Defence to Counterclaim.
We confirm we have today filed the same with the Court.

We regret that negotiations appear to have come to a halt and would suggest that we now proceed to
mediation without any further unnecessary delay.

We look forward to hearing from you.

Yours faithfully

Bond Pearce LLP

Bond Pearce LLP, a Limited Liability Partnership. Registered in England and Wales number 0C311430.

Registered office: Bristol Bridge House 138-141 Redcliff Street Bristol BS1 6B]. VAT number GB143 0282 07.

A list of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society. www.bondpearce.com
1A_1089504_1



15 November 2005
By Fax'

Her Majestys Court Service
Judgments and Orders
Room No E15

Royal Courts of Justice

GRO

Dear Sir/Madam

HQO05X02706

Post Office Limited v Mr Lee Castleton

We act for the Claimant and Part 20 Defendant in the above matter.

POL00083351
POL00083351

Bond Pearce LLP
Ballard House
West Hoe Road
Plymouth PL1 3AE

Direct: 4 GRO ;

...................................

Our ref:
$ID3/LIP1/348035.134
Your ref:

Please find enclosed our client’s Reply to Defence and Defence to Counterclaim for filing.

We confirm that we have today served the same on the Defendant.

Yours faithfully

Bond Pearce LLP

Bond Pearce LLP, a Limited Liability Partnership. Registered in England and Wales number 0C311430.
Registered office: Bristol Bridge House 138-141 Reddliff Street Bristol BS1 6BJ. VAT number GB143 0282 07.
A list of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society.

1A_1089495_1
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Telephone attendance

Client: Royal Mail Group PLC Sub Postmaster Litigation

Matter: Mr Lee Castleton Matter no: 348035.134
Attending:

Name: Helen Rumford Location: N/A Date: 15 November 2005
Start time: Units:

ATTENDING (OUT) the Post Office - trying to speak to Cheryl (who had gone home) or
Jennifer (who was in a meeting until 5pm). Asking to speak to Mandy Talbot.

Speaking to Mandy and explaining that the facts needed to go in. Mandy saying she had not
had chance to read my email or attachment but would do so whilst I was on the telephone.

Mandy saying yes to amend para 1 because the errors occurred during his employment.
Mandy saying that she could not help me regarding the £1256.88 and whether this had been
repaid but she would chase Cheryl in the morning as only those in Chesterfield would know
this but to leave it as no admissions so far. She said we may not ever be able to find this
out as the paperwork had been sent to the auditors and she may not have this back.

Mandy saying that we were authorised to sign on their behalf and requesting that we did so
and HR saying she would send it all off now.

Units
HR1

1A_1089575_1
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Dat- 14 November 2005

You. .ef: SID3/FAC1/348035.134

Our ref: MDT.113969

Please ask for: Mark Tumer

Direct dial:

Direct fax ; | G RO FOWE COREN
E-mail: LQLICIIORS

Bond Pearce
Solicitors

Dear Sirs

QCur client: Mr L Castleton — Marine Drive Post Office, Bridlington
Your client: Post Office Limited

We enclose a copy of a letter that we have sent to the court, the contents of which will speak for themselves.
We also enclose a copy of our letter of 4 November to which we refer in that letter.

Yours faithfully

GRO

ROWE COHEN

p— ety
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M.C.Waodalt » R, Sproston « 5. Room » A Curwen o R Myar » H. Burns s S Suon Associates: LE Swerling » A.D. Owans » M. Malloy = P Sampson Consultant: M.T. Horwich
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Dai 14 November 2005
Qu .1 MDT.113969
Please ask for: Mark Turner

Direct dial:
Direct fax :
E-mail:

GRO

BOWE COMEN
SOLICIYORS

Masters’ Support Unit

The Royal Courts of Justice
The Strand

London

WC2A 2LL

Dear Sir/Madam

Post Office Limited v Castleton
Claim number HQ 65 X02706

We act for the Defendant in this matter.

We refer to the Judgment for Claimant dated 9 November. We assume that this has been generated as a result
of our letter of 4 November 2005 and that it in fact relates to the Defendant’s application for judgment in
default of service of a Defence to the Counterclaim.

For the complete avoidance of doubt, would you please confirm that this is the case.

We have copied this letter to Bond Pearce, the solicitors for the Claimant, for reference.

Yours faithfully

ROWE COHEN

cc Bond Pearce — Solicitors for the Claimant

o
Quay House & Cuay Swest » Manchester ¥43 3E o Tal 4 GRO b e Fae E T

: GRO & Ernall e GrRO T T8 Wabsite weosrcawannbensom
H ! H i
Partners: 5. £ Cohen ¢ L Rowe ¢ D). Horwich ¢ LI Lawis « LY. Hymanson » G.P Gmsll ¢ A. Dennison » B.T. Coghlan » LV. Dwek » A, Farley « A Sacks » A Taylor gf W{%
3
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Da: 4 November 2005

Oui .cf: MDT.113969

Please ask for: Mark Turner

Direct dial:

Direct fax : G RO

E-mail; ROWE COHPY

SOLICITORS

Masters’ Support Unit

The Royal Courts of Justice
The Strand

London

WC2A 2LL

Dear Sir/Madam

Post Office Limited v Castleton
Claim number H(Q 05 X02706

We refer to our letter of 10 October regarding judgment in default in relation to the Defendant’s counterclaim.
A copy is enclosed for ease of reference, together with the reply received from the Judgments and Orders

section.

The stay of proceedings imposed pursuant to the Order made by Master Fontaine dated 4 October has now
expired. Settlement terms have not been reached.

In the circumstances, would you please now process our client’s request for judgment in default (with
damages to be assessed) which was lodged with Scarborough County Court prior to the transfer to Central
Office but which has not apparently yet been actioned. A further copy of the Request for Judgment originally
submitted is now enclosed.

We look forward to hearing from you.

Yours faithfully

ROWE COHEN

Enc

M23Ee T4 _ORO___hsrxi GRO |
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Page 1 of 2

Helen Rumford

From: Helen Rumford

Sent: 15 November 2005 12:54

To: ‘cheryl.woodward; GRO
Cc: 'mandy.talbot] GRO
Subject: The Post Ofﬁ;:e -v- Lee Castleton

Attachments: DOC_1089352.DOC

Dear Cheryl,

I am contacting you urgently because we have today received notice that Rowe Cohen, the
Defendant's solicitors, have applied for Judgement to be entered against you because you have
failed to file a Reply to their Defence and Defence to their Counter Claim.

Further to the issuing of proceedings the Defendant filed a Defence and Counterclaim to which
we had until the 5 September 2005 to enter a Reply to the Defence and a Defence to the
Counterclaim. Unfortunately due to the parties attempting to negotiate settlement and the
Court ordering a stay in proceedings this deadline was overlooked by us.

Rowe Cohen then applied for Judgement against you, without our knowledge, on the basis that
we had not filed a Reply and Defence to the Counterclaim. The Court then mistakenly

awarded Judgement for the Claimant on the basis that no Defence was filed by the Defendant.
Rowe Cohen had of course filed their Defence and wrote to the Court yesterday highlighting the
error and we expect the Court to make the correction today.

1 therefore now attach the draft Reply to Defence and Defence to Counterclaim for your
approval. This must be sent to the Court today to try to prevent the Judgement being entered
against you. Of course should Judgement be entered against you we would then apply to set
the Judgement aside.

Please telephone me on receipt of this email to confirm your approval of the Reply and Defence
to the Counterclaim or alternatively to detail any amendments you wish to make.

In particular please confirm whether Mr Castleton was suspended on 23 March 2004 because it
is on this basis that we have admitted paragraph 1 of the Defendant's Defence. If Mr Castleton
left on 23 March we can not see how he could be responsible for losses that occurred on 24
March. However please inform me if my understanding is incorrect.

Please also confirm whether the £1256.88 loss was repaid by Mrs Constable in January 2005. If
so we will need to amend paragraph 2 to admit that this loss has now been repaid.

I look forward to hearing from you as soon as possible today. If I do not hear from you by
3pm today I will assume your approval and proceed to fax the Reply and Defence
to Counterclaim to the Court.l

Yours sincerely

Helen Rumford
Trainee Solicitor

Main office phone: i GRO

15/11/2005
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. THE HIGH COURT OF JUSTICE Claim No. HQ05X02706

QUEENS BENCH DIVISION

BETWEEN:
POST OFFICE LIMITED
Claimant/Part 20 Defendant
-and-
LEE CASTLETON
Defendant/Part 20 Claimant
REPLY TO DEFENCE AND DEFENCE TO COUNTERCLAIM {
Teneve e o Rem oo Na o (S Aerv-e o
oD R
Reply w'ha\k ’;‘?i e / ;m\' E‘
MW <-,= N oA W st el s

1. Paragraph 2 of the Defence is adwmitted inthat the Defendant was suspended on 23 March 2004"«and—45

net-responsible-for the losses sustained after this-date— ™= €vOTS detwok 24 Yotk 2oe o

AW) e 1 A0V, TR, Qec ReNS & S ened T2 B@
\ 5 2oy NS VU CIL SN oY
'D€> \ &—J\QQW = ok 2a | \\‘;“i% SN RN

‘M}’ 37 2 No admissions are made as to paragraph 3 of the Defence however, the Claimant confirms that the
Defendant was responsible for and obliged to make good without delay, all losses caused through his

© Y97 sg
\ 256" own negligence, carelessness or error and losses of any kind caused by his assistants. (See Section 12
ard 3,2 of the Standard Sub-Postmaster’s Contract).
S C.::ns\/z %
o~ ').ﬂ/\o
3. Paragraphs 5 and 6 of the Defence are denied. Fujitsu Services have looked at the system and have
& confirmed that the discrepancies were caused by the difference between the transactions that were

recorded on the system and the cash that was declared and were not caused by the system’s software

or hardware.

4. Except where the Defendant has made admissions and except as appears in this Statement of Case,

the Claimant joins issue with the Defendant upon his Defence.
Defence to Counterclaim
5. The Claimant repeats paragraphs 1, 2, 3 and 4 above.

6. The Claimant does not admit the loss and damage alleged in paragraph 10 of the Counterclaim or any

loss and damage at all.
STATEMENT OF TRUTH

o The Claimant believes the facts stated in this Statement of Case are true.

» 1 am authorised by the Claimant to sign this Statement.
Full name:

Name of Claimant’s solicitors: Bond Pearce LLP
Position of office held:
(if signing on behalf of firm or company)

s delete as appropriate
1A_1089352_1
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Jimant’s or Claimant’s solicitors’ address to which documents or payments should be sent, if different
from overleaf, including (if appropriate) details of DX, fax or email:

Bond Pearce LLP
Ballard House
West Hoe Road
Plymouth PL1 3AE

GRO

Ref: JMS1/348035.134

1A_1089352_1
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Claim No. HQ05X02706
IN THE HIGH COURT OF JUSTICE

QUEENS BENCH DIVISION
BETWEEN:
POST OFFICE LIMITED
Claimant/Part 20 Defendant
-and-
LEE CASTLETON

Defendant/Part 20 Defendant

REPLY TO DEFENCE AND DEFENCE TO
COUNTERCLAIM

BOND PEARCE LLP
Ballard House

West Hoe Road
Plymouth PL1 3AE

GRO

Solicitors for the Claimant/Part 20 Defendant
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“tephen Dilley

From: Stephen Dilley

Sent: 11 November 2005 14:06
To: 'mandy.talbot GRO } ‘cheryl.woodwarg GRO
Subject: The Post Office -v- Lee Castleton

Attachments: Ecopy Scan.pdf; Ecopy Scan.pdf
Dear Mandy and Cheryl,
Thanks, Cheryl, for your e-mail of 10 November.

I note that the Post Office is not able to find the documents which it removed from the sub post
office. These documents are crucial to Mr Castleton's Defence and the Court will draw adverse
inferences if we are not able to produce them. This reinforces my view that we should seek an
early settlement.

I attach a letter dated 10 November 2005 from Mr Castleton's solicitors to Bond Pearce for your
information, together with an article from the November 2005 edition of the Sub-Postmaster
Magazine in which a sub-postmaster in Chelmsford complains of problems with the operation of
the Horizon computer system. Other sub-postmasters' problems are in my view irrelevant to
the issue of whether the Horizon worked for Mr Castleton, unless there is evidence of
widespread problems. Mr Castleton's specific point is that there are widespread problems with
Horizon and accordingly he should not have been dismissed.

Mandy, I look forward to hearing from you in relation to my 9 November letter. If it will be
helpful to discuss things over the phone, please do not hesitate to contact me on telephone
numbet GRO ’

Kind regards.

Stephen Dilley

Solicitor

for and on behalf of Bond Pearce LLP
DDI: 4 GRO i

Main office phone: +i GRO
Fax: | GRO |

www . BOAdPEarce . com

11/11/2005
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Stephen Dilley

From: Stephen Dilley

Sent: 11 November 2005 14:06
To: 'mandy.talbof GRO i 'cheryl.woodwardi GRO
Subject: The Post Office -v- Lee Castleton

Attachments: Ecopy Scan.pdf; Ecopy Scan.pdf
Dear Mandy and Cheryl,
Thanks, Cheryl, for your e-mail of 10 November.

I note that the Post Office is not able to find the documents which it removed from the sub post
office. These documents are crucial to Mr Castleton's Defence and the Court will draw adverse
inferences if we are not able to produce them. This reinforces my view that we should seek an
early settlement.

I attach a letter dated 10 November 2005 from Mr Castleton's solicitors to Bond Pearce for your
information, together with an article from the November 2005 edition of the Sub-Postmaster
Magazine in which a sub-postmaster in Chelmsford complains of problems with the operation of
the Horizon computer system. Other sub-postmasters' problems are in my view irrelevant to
the issue of whether the Horizon worked for Mr Castleton, unless there is evidence of
widespread problems. Mr Castleton's specific point is that there are widespread problems with
Horizon and accordingly he should not have been dismissed.

Mandy, I look forward to hearing from you in relation to my 9 November letter. If it will be
helpful to discuss things over the phone, please do not hesitate to contact me on telephone

prmimememtm——————————— 4
i

number: GRO L

Kind regards.

Stephen Dilley

Solicitor

for and on behalf of Bond Pearce LLP
DDI: 4.......,..GRO ; _
Main office phone: 4.__._.... GRO 4]
Fax: i GRO

www.bondpearce.com

11/11/2005
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” Date: 10 November 2005
Your ref: SID3/FAC1/348035.134
Our ref: MDT.113969
P ask for: Mark Turner
Direct dial:
Dlrecj[ fax : . GRO SETiciThes
E-mail: ;
Bond Pearce
Solicitors

GRO

Dear Sirs

Our client: Mr L Castleton — Marine Drive Post Office, Bridlington
Your client: Post Office Limited

We refer to our letter of 7 November and enclose a copy of an extract from the November 2005 edition of
Subpostmaster magazine.

You will see the highlighted section is a letter from a sub-postmaster in Chelmsford complaining of acute
problems with the operation of the Horizon computer system, and the complete unwillingness on the part of
both the Post Office and the Horizon Helpline to assist with the problem, or even acknowledge that a problem
exists.

The parallels with our own client’s position are striking. Indeed, our client’s research shows that the situation
in which the subpostmaster in question finds hnmelf is duplicated among a substantial number of other
subpostmasters around the country.

We are instructed that your client has been forced to settle claims brought against other subpostmasters, some
of which involved very substantial payments being made to the subpostmaster, rather than take the matter to
trial. Your client then commonly insists on the insertion of a confidentiality clause into the settlement
agreement to prevent the subpostmaster discussing either the dispute or the terms of settlement.

One entirely reasonable assumption, based on the above, is that your client is only too aware that the Horizon
system does not perform properly but that it cannot and will not publicly acknowledge that fact because to do
so would potentially expose it to a wave of claims from subpostmasters who have been accused of shortfalls
and who have made good the alleged losses. To acknowledge the problem would also most cause acute
embarrassment to your client and, most likely, a public relations disaster.

In short, this is not an isolated incidence of problems with Horizon. This is entirely consistent with our client’s
position since this dispute first arose. Your client flatly refused to countenance that the alleged shortfall could
be the result of anything other than user error (or even outright fraud) on the part of our client or his
employees, despite the fact that it knew very well that there are numerous other cases with similar, if not
identical facts, around the country,

Our client has spoken with Mr Bajaj, the writer of the letter in the enclosed article, and Mr Bajaj has
confirmed that he will be happy to give evidence of the problems he has experienced for use in these
proceedings. Likewise, the subpostmasters at Doncaster and Milson Moor, who have also experienced similar
issues with Horizon and your client’s refusal to acknowledge the existence of a problem, have confirmed that
they will also provide statements.

T Partners: 3. . Coten o | | Rowe « D, Horwicts » EML Towis o MV Hymanson ¢ G.P Srall » A, Dennison « 87 Coghlan » ¥ Dwsk « A Farloy = A Sacks » A Taylor # g
M.C.Woodall « Rf. Sproston « 5. Room » A, Curwan = RJ. Myer » H. Burns ¢ S.P Sutcon  Associates: L Swerling » AD. Owens « M. Molloy « P Sampson Consultant: M.T. Horwich :
Thix fon I vagsiennd by e Low Sodmy 3 '
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L . the circumstances, this supports our previously-expressed requirement that your client provide full and
frank disclosure of the problems that it has experienced with the Horizon system, the claims that it has
pursued against other subpostermasters on the basis of alleged shortfalls and the outcome of those claims. We
shall expect your client to comply with its disclosure obligations in this regard as and when these proceedings
move on to service of Lists of Documents.

Receipt is acknowledged for your letter of 9 November. We look forward to hearing from you once you have
taken your client’s instructions in that regard.

Yours_faithfully

GRO

RUWE COHEN

Enc

GAMARKT\ABBEY\CASTLETON101105 LETTER TO BOND PEARCE
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SUBPOSTMASTER, November 2005 - 7
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V11 dilemma

SIR - For several months now customers have received V11
reminders five or six working days prior to the magic 15th of the
month. Customers being customers assume that they can
immediately visit their local Post Office® and tax the vehicle —
after all, for years now that nice chap behind the counter has
been telling them they can tax their vehicle as soon as they
receive the reminder thus avoiding the busy rmonth end.

No one looks forward to buying an MVL, it's a stress
purchase and 1o be told that you've ‘got to wait till Saturday’ is
therefore particularly galling having girded one’s loins to face
the annual insurance and MOT checks.

| have made numerous representations to the NBSC — the
consistent response is “The customer should read the reminder
form”. Not terribly customer friendly, in my view. The fact is that
most customers don’t read forms and simply become
aggrieved when you cannot serve them. Not surprisingly, an
aggravated customer is less than fertile ground for sowing the
seeds of credit card, car insurance, home phone etc.

This really needs to be addressed. In my office this involves
potentially hundreds of customers during the week in question.
We should be aiming to delight customers not to deliberately
dismay them.

Peter Fishwick
Upton Heath Post Office
Chester

Is it worth the risk

SIR - “Top up with 3 pay, 10 minutes to reverse it". Who wants
to sell them, is it worth selling them, is it worth the risk?

If you make a mistake in selling a Top Up 3 pay voucher,
you only have 10 minutes to reverse it otherwise you have to
bear the loss. icons to sell these vouchers and reversals are
straightforward but by the time you finish serving a customer
with a few items, and work out how to do the reversal if the 10
minutes has passed, the Helpline cannot help and the E Top
up 3 Pay company dossn't have a refund policy.

1 had a bad experience this week; weighing the risk against
the profit we make by selling them is not worih it. The time limit
should be increased to a reasonable time for the reversal of
these vouchers otherwise we should not sell them.

Mrs N K Seghal
Leamington Post Office
Newcastle-upon-Tyne

Problems with Horizon

SIR - Since Dacember 2004 we've had problems with the
functioning of Horizon. It seems that certain transactions are
either not recorded or go missing. On three occasions we had
to pay over £4000, £3,500 and £3,000 respectively.

When taken up with the Helpline and the people concerned
there was no assistance or explanation - excepting there is no
error notice had been the reply. During the last nine months no
expert from Horizon has come to explain how the daily ending
balance is plus, but at the end of the week goes into a massive
deficit. The Helpline admits that there are a lot of complaints
about the system.

How many other subpostmasters have had the same
problem? Has any other subpostmaster refused to make good?

1 feel that the Post Office® and Horizon have intentionally
adopted the attitude to shut down a post office rather than
admit that the Horizon system can go wrong, because if they
admit, it could open the floodgates to claims.

VK Bajaj
Torquay Road Post Office
Chelmsford

Tel management not subpostmasters

SIR - | really must comment on the front page story in the
September issug of The Subpostmaster, entitled “Growth for
Profit and Share in Success”. Geurgina Daly ends the article
with a few “pointers” to help members “deliver the growth in
profit necessary to reach the (POL) target figura”.

Miss Daly makes fine, commonsense sentiments but they
should be addressed to the management of Post Office Ltd, not
to subpostmasiers.

® We KNOW what our customers want from our business —
but Post Office Ltd won't listen to us!

@ How can we keep competitors at bay when Post Office Ltd
fie our hands?

@ We KNOW how to do things better and cheaper but Post
Office Ltd won't consider our ideas.

& Making the business more commercial, more flexible and
better able to compete in the future is not in our control; we are
in the lap of the gods of Post Office Ltd management. Speak to
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them, Miss Daly, while we concentrate on ensuring that our
private businesses are successful.

Jane Full
Kenwyn St Post Office
Truro

Editor : | rather fancy that Miss Daly has done just that
through the pages of The SubPostmaster which is widely read
in Post Office® circles.

Branch Trading

SIR - | have just received and “remmed” in my first stock under
new Branch Trading system. | believe that this will lead to more
errors instead of less. The reason being that most items are put
on the Horizon stock system by volume and not value.

This makes it impossible at a glance to see if you have made
a mistake because there is no total value to compare. This
means it should have been checked by someone else and,
guess what, we had forgotten to put one item on because it is
quite difficult to check things on screen.

| beligve this simple check should be re-incorporated in the
software,

Another concern is the lack of Barclays cheque deposit
envelopes. The Barclays customers tell us that it is difficult to
convince the bank’s Helpline to give them sufficient envelopes;
Lloyds have a better system and sends the customer 10
envelopes.

7
T.J Andrews
Charing Post Office
Ashiford

Federation supports subpostmasters

SIR - This morning | received a letter from our General
Secretary regarding the Post Office® Trading Restrictions
Agreement, | had previously received a letter from a fellow
subposimaster who | have always considered progressive and
supportive of our cause.

Sadly, in this case my fellow subpostmaster seems to be off
net! | will therefore not be subscribing to his well-intended
cause.

I give my full support to our General Secretary and our
Federation! It is my considered opinion that to follow any other
course to the one explained by the General Secretary would be
counter productive. It would weaken the future of our
Federation and our own security. The main object of our
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Federation is to maintain the sub post office network and
support subpostmasters

In my view there is no room for two organisations trying to
make representations on our behalf. If we are not careful, our
negotiating strength will be diluted. It seems that the other
organisation is out to promote the well being of convenience
stores with an appendage of a sub post office. | am a
subpostmaster (and have been so for over 50 years); my
private business is an appendage to my post office.

We do trade under the Post Office® flag and work under
sirnilar rules to a high street franchise, although we are not a
franchise. We all know from the time we are appointed what we
can do and what we cant do. However, this does not stop our
Federation from pressing for improvements in our terms.

If | understand the position correctly, if you run a Pizza Hut,
you buy stock from Pizza Hut, in the same way as we receive
our goods and services through. Post Office Lid. You don't sell
Spaghetti House products in your Pizza Hut, although they may
be more profitable. If you run a pub tied to a brewery, you must
get your stock from the brewery — you cannot go to a cash and
carry although you could obtain your stock there at less cost
than from the brewery. It is accepted practice; if you trade
under a flag you accept the rules of the house.

However, one thing that does bug me is hearsay. if you have
a shop within a shop you can buy foreign currency
independently and sell it more profitably than supplied by the
Post Office®. As long as you don't sell it over the Post Office®
counter. Is this correct?

John Margeson OBE TD JP
Queensferry Post Office
Deeside

Seller beware

SIR - Sadly, your article about the pitfalls of appointing a
commercial estate agent came too late for us, but just how do
you know if an agent is ‘reputable’?

We signed a contract with an agent and assumed it was
normal practice when they charged us £450+VAT up front.

Since then we have heard little except vagus assurances of
client interest and the usual estate agent stuff about there
being a huge potential market for properties like ours. On one
oggasion they wanted to put up a 'For Sale’ notice outside the
shopl

Mike Williams
Dummer Post Office
Hampshire

CASH COUNTING,
FORGERY DETECTION
& POSTAL SCALES

Your ded NFSP B Partner offers
OVER 50% SAVINGS on equipment including:

NOTE and COIN Counting
.~ With optional forgery ;
detection, or count your

till accurately in under 3 g
minutes!!!

BANK NOTE VALIDATORS to detect forged
notes ~ identifies and counts sterling £, I
euros and US dollars $ on the same unit. g@'@@ o
High quality, fast and accurate!!! L ol

“N\\ «f PRICE CALCULATING POSTAL

3y SCALES - to weigh and display the
price of letters / parcels. 6 models up
to 30 KG.

{y;‘
N Plus; We offer opportunities to sell our
product range to local businesses in your area - with
FANTASTIC CASH REWARDS TO BE MADE...

For further information please contact..
TOTAL POSTWEIGH INTERNATIONAL LTD
TEL~ 01434 381182  FAX - 01434382035 .
Email sales@postweigh.com :
or visit www.postweigh.com

available at very short lead times, all
installations completed within a day. -
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Stephen Dilley

From. cheryl.woodward GRO

Sent: 10 November 2005 08:32

To: Stephen Dilley. oo ; )

Cc: mandy.talbot@ GRO ___ijennifer.robsor GRO
carol.king GRO

Subject: Re: Post Office -v-1.ée Castieton

Attachments: C.htm; Ecopy Scan.pdf

C.htm (3 KB) Ecopy Scan.pdf
(408 KB)
Hi Stephen

In regards to your letter.
The paperwork which was removed from Marine Drive Po unfortunately cannot be found.

Cheryl.

"Stephen Dilley"
i d To: <mandy.talbot@

GRO i cce <cheryl.woodward@, GRO
Subject: Post Office -v- Lee Castleton

-

09/11/2005 16:15

Please see attached.
Kind regards.

Stephen Dilley

Solicitor

for and on behalf of Bond Pearce LLP

DDI: i GR i

Main ¢ GRO i

Fax: | GRO' ;

www poTrapegrcercom-eep - //www.bondpearce.com/>

The information in this e-mail and any attachments are confidential and may be legally privileged and protected
by law. The intended recipient only is authorised to access this e-mail and any attachments. If you are not the
intended recipient, please notify the sender as soon as possible and delete any copies. Unauthorised use,
dissemination, distribution, publication or copying of this communication is prohibited.

Any files attached to this e-mail will have been checked by us with virus detection software before transmission.
You should carry out your own virus checks before opening any attachment. Bond Pearce LLP accepts no liability
for any loss or damage which may be caused by software viruses.

Bond Pearce LLP is a Limited Liability Partnership registered in England and Wales number OC311430.
Registered Office: Bristol Bridge House, 138-141 Redcliff Street, Bristol,

BS1 68J.

A list of Members is available from our registered office. Any reference to a Partner in relation to Bond Pearce LLP
means a Member of Bond Pearce LLP.

Bond Pearce LLP is regulated by the Law Society.

(See attached file: C.htm)
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(Sez atf.ached file: Ecopy Scan.pdf)
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This email and any attachments are confidential and intended for the addressee only. If you are not the named
recipient, you must not use, disclose, reproduce, copy or distribute the contents of this communication.

If you have received this in error, please contact the sender and then delete this email from your system.
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9 November 2005 Bond Pearce LLP
R i i Ballard House
By Email mandy.talbot GRO i & Post West Hoe Road

Plymouth PL1 3AE

il GRO_ |

Ms Mandy Talbot ! ERO
Legal Services . i ;
Royal Mail GRO
Impact House Directs GRO i
2 Edridge Road Our ref:

Croydon SID3/LAF1/348035.134

CR9 1PJ Your ref:

Dear Mandy

Post Office Limited v. Lee Castleton
I refer to our telephone conversation on 3 November 2005.

As requested, I enclose a copy of the papers we have received from the Post Office in Chesterfield, for
your information. This includes an email from Julie Walsh at Fujitsu to Richard Benton dated 5 May 2004,
that states:

“There is no evidence whatsoever of any system problem”

If Fujitsu could prepare a formal report explaining precisely what steps they took to examine the system
and their conclusion, then I could disclose this to Mr Castleton’s solicitors to strengthen the Post Office’s
case. Would you or Cheryl be able to obtain this from Fujitsu or would you be happy for me to approach
Fujitsu directly for this?

Mr Castleton’s solicitors state that he is willing mediate, provided that beforehand the Post Office
discloses:

1. The documents Mr Castieton has been seeking since March. As préviously discussed, it would be
useful if the Post Office could supply the documents set out in my 18 October email. I am copying this
letter to Cheryl Woodward and would ask her to let me know if she has been able to find them.

2. Al other documents concerning problems with the operation of the Horizon system, because Mr
Castleton believes that a number of other sub postmasters are in dispute with the Post Office arising
from problems with the operation of Horizon.

Is the Post Office experiencing significant problems with Horizon? I anticipate that it would be a very
tall order to ask the Post Office to record and collate all the problems reported with Horizon throughout
England and Wales. The disclosure rules state that a party has to disclose only the documents on
which they rely and which adversely affect their own or the other party’s case, or support the other
party’s case. The Post Office has to make a reasonable search for those documents, but when
deciding what it is “reasonable” to search for, the Court will consider the number of documents
involved, the nature and complexity of the proceedings, the ease and expense of retrieval of any
particular document and the significance of any document which is likely to be located during the
search.

If you agree that it would be unreasonable for the Post Office to disclose those sorts of documents,
please could you give me an idea of the number of sub post offices in England and Wales which you
would have to contact and how difficult and expensive it would be to obtain those documents. I will
then be able to explain to Mr Castleton’s solicitors why we do not believe that it is reasonable to
conduct a nationwide search.

In my view, unless there is evidence to suggest that many sub post masters have problems with
Horizon, then other sub postmaster’s problems are probably irrelevant to the issue of whether the
Horizon system worked for Mr Castleton. Do you agree?

Bond Pearce LLP, a Limited Lliabllity Partnership. Registered In England and Wales number 0C311430.
Registered office: Bristol Bridge House 138-141 Redcliff Street Bristol BS1 6B]. VAT number GB143 0282 07.
A list of members of Bond Pearce is open for Inspection at the registered office. Regulated by the Law Soclety. www.bondpearce.com

1A_1087046_1
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The Court will probably list a case management conference to take place now the stay has expired.
Hopefully we can persuade Mr Castleton’s solicitors to voluntarily agree to extend the stay so that we can
adjourn the case management conference and save the costs of attending. 1 have sent Mr Castleton’s
solicitors a holding response, but look forward to hearing from you in relation to the above so that I can
reply to them substantively.

Kind regards.

Yours sincerely

GRO

Stephen Dilley—

for and on behalf of Bond Pegrce LLP

Enclosures by post only

www.bondpearce.com P2/2
1A_1087046_1
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T o 8 November 2005

Your ref: SID3/FAC1/348035.134

Cur ref MDT.113969 { .
Please ask for: Mark Turmner A ‘ =
Direct dial: Q-G -Ban diae 7 \ N
Direct fax : o 2 COH
Diret GRO 5 e

Bond Pearce
Solicitors

GRO

By DX and Fax

Without prejudice except as to costs

Dear Sirs

Our client: Mr L Castleton — Marine Drive Post Office, Bridlington
Your client: Post Office Limited

We refer to your letter of 7 November.

It is somewhat perplexing that, after we first raised the issue of ADR with you during the writer’s
conversation with your Miss Gammack on 15 September, and the court having subsequently ordered a one
month stay of its own motion, your client only now proposes mediation following the expiry of that stay. Your
client seems to have little appetite for these proceedings and has to date shown very little inclination to drive
them on.

Our client is prepared to participate in mediation, subject to two qualifications. Firstly, our long-standing
request for disclosure of documentation must be addressed before he is willing to contemplate mediation. The
report of Bentley Jennison that we made voluntarily available to you over a month ago demonstrates the
fundamental relevance of the documents which we have been seeking from your client since as long ago as
March this year. There can, in our view, be no objection to their disclosure.

Secondly, documentation relating to the problems experienced with the Horizon system by other sub-
postmasters is also central to our client’s claim. Our client is aware of a number of other sub-postmasters
involved in disputes with your client arising from problems with the operation of Horizon leading to alleged
shortfalls. We will therefore require disclosure of all such documentation as a precondition of our client’s

participation.

These are not unreasonable conditions. We do not believe that mediation can meaningfully take place in the
absence of disclosure of these documents. To that end, we would propose that your client either give voluntary
disclosure in advance of any court order of the documents which we have requested on numerous occasions in
the past or that further discussion of ADR be deferred until such time as standard disclosure (and any
subsequent application for specific disclosure which our client might want to pursue) has been completed.

We look forward to hearing from you further in this regard.

Yours faithfully

GRO

ROWE COHEN

Partners: S.E. Cohen ® . Rowe ¢ D, Horwich  IN. Lewls » M.V, Hymanson  G.B Small ¢ A. Dennison ® BT, Coghian e L.V.Dwek e A, Farley » A, Sacks A Taylor

M.C.Woodall  R{. Sproston e S.Room s A.Curwen  RJ.Myer » H.Burns « SP.Sutton Assoclates: LF Swerling » A.D, Owens * M, Molloy » P.Sampson Consultant: M.T. Horwich

This firm s regulated by the Low Soclety " el

Also at London GAMARKT\ABBEY\CASTLETON\081105 LETTBRTO BOND PBARCE
INVESTOR IN PEOPLE
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_rtonwaod Drive, BARNSLEY, S73 OTB
sostline:i  GRO__3_STD Phone:! GRO Fax: |._..GRO___ i1 External
Semaily SR i i .
¢ - Forwarded by Richard P Benton/e/POSTOFFICE on 05/05/2004 13:44 -----
Welsh Julie , :
To: | GRO H(E-
mail)" GRO | | ' ! !
- GRO >
cci

05/05/2004 12:32 Subject:

Richard,

I have had a chat with Anne, she used the message store viewing to
investigate this. If you want copies of extracts for the particular

incorrect declarations please submit an ad hoc request requesting this
information. Hope this helps, see below:

NO TRANSACTION DATE AND TIME WAS PROVIDED FOR THIS ACTION USING CURRENT
DATE

AND TIME By Anne Chambers at 26-feb-2004 15:16:00 Category 94 - Advice and
guidance given I have checked various things on the system, All the

internal

reconciliation checks are ok. Cheques are being handled correctly (except

for 10th Feb when the clerk forgot to cut off the report - but this didn't

cause a discrepancy). Cash declarations look ok, they usually use drawer id
11. Occasionally they have used a different drawer id, this can lead to
amounts apparently doubling on the cash flow report, and should be avoided.
But again it will not cause a discrepancy. Checking the cash transactions

on

the system against the declarations shows that they are not working
particularly accurately (i.e. at the end of the day the cash they declare

in ,

the drawer is tens, hundreds or thousands of pounds astray from what has
been recorded on the system). It is possible that they are not accurately
recording all transactions on the system. There is no evidence whatsoever

of

any system problem, I've mentioned this outlet to Julie Welsh (Customer
Services) who will try to get POL to follow it up, but in the meantime

please tell the PM that we have Investigated and the discrepancies are
caused by the difference between the transactions they have recorded on the
system and the cash they have declared, and are not being caused by the
software or hardware.

Julie Welsh
Service Delivery Manager HSH
Business Service Management, Post Office Account

FUJITSU SERVICES
Lovelace Road
Bracknell

Berks

RG12 8SN

Tel: GRO i Internal: i GRO

file://C:\Documents%20and%?20Settings\administrator\Local%2... 01/02/2005
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9 November 2005 Bond Pearce LLP

Ballard House

West Hoe Road

Plymouth PL1 3AE

Tel: @ __________ Egiizjmmmm?

Fax: 4 i
Rowe Cohen ! RO :
Solicitors

i GRO :7
G Ro Direct: | GRO i

Qur ref:

SID3/SIR2/348035.134

Your ref:

MDT.113969
Dear Sirs

Without prejudice save as to costs
Post Office Limited v Mr L Castleton

Thank you for your letter dated 8 November.

We are seeking instructions on the contents of your letter and will revert to you once we have them.

Yours faithfully

Bond Pearce LLP

Bond Pearce LLP, a Limited Liability Partnership. Registered in England and Wales number OC311430.
Registered office: Bristol Bridge House 138-141 Redcliff Street Bristol BS1 6B]. VAT number GB143 0282 07.
A list of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society. www.bondpearce.com

1A_1087101_1
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Date 8 November 2005

You, .ef: SID3/FAC1/348035.134
Our ref: MDT.113969

Please ask for: Mark Turner

Direct dial:
Direct fax : G RO
E-mail:

Bond Pearce
Solicitors

GRO

By DX and Fax

Without prejudice except as to costs

Dear Sirs

Our client: Mr L Castleton — Marine Drive Post Office, Bridlingion
Your client: Post Office Limited

We refer to your letter of 7 November.

It is somewhat perplexing that, after we first raised the issue of ADR with you during the writer’s
conversation with your Miss Gammack on 15 September, and the court having subsequently ordered a one
month stay of its own motion, your client only now proposes mediation following the expiry of that stay. Your
client seems to have little appetite for these proceedings and has to date shown very little inclination to drive
them on.

QOur client is prepared to participate in mediation, subject to two qualifications. Firstly, our long-standing
request for disclosure of documentation must be addressed before he is willing to contemplate mediation. The
report of Bentley Jennison that we made voluntarily available to you over a month ago demonstrates the
fundamental relevance of the documents which we have been seeking from your client since as long ago as
March this year, There can, in our view, be no objection to their disclosure.

Secondly, documentation relating to the problems experienced with the Horizon system by other sub-
postmasters is also central to our client’s claim. Qur client is aware of a number of other sub-postmasters
involved in disputes with your client arising from problems with the operation of Horizon leading to alleged
shortfalls. We will therefore require disclosure of all such documentation as a precondition of our client’s
participation.

These are not unreasonable conditions. We do not believe that mediation can meaningfully take place in the
absence of disclosure of these documents. To that end, we would propose that your client either give voluntary
disclosure in advance of any court order of the documents which we have requested on numercus occasions in
the past or that further discussion of ADR be deferred until such time as standard disclosure (and any
subsequent application for specific disclosure which our client might want to pursue) has been completed.

We look forward to hearing from you further in this regard.

GRO nail ol GRO____ i

wi @ L) Horwicl = LN Lewis » MV Hymanson + GR Small « A Dansizon » BT Coghlan « LV, Dwek = A, Farley » A, Sacks » &, Taylor

M.C. Woodali » R, Sproston « 8. Room » A Curwen = Rj. Myer » H. Burns » $.8 Sutton Associates: LF Sweerfing » AL Quans » M. Molloy « 8 Sampson Cansgltant: M.T. Horwich

Ty fom i regubiend By the Lo Socisty R en
Adso at London GAMARKTABBEY\CASTLETON081105 {,E»TT%%Z‘?}\‘B&!:’I%;?ARCE
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08/11 '05 18:35 FAX{ GRO | ROWECOHEN _ , @oo1

CUIAY HOUSE, QUAf.Y STREET, MANCHESTER. M3 3JE (DX 14352 MCR-1)

v

|Direct dial telephone;
Direck dial fax G R O
esmail:

ROWE COHEN
SOLICITORS

, Tz Stephen Dilley - Bond Pearce Frome  Mark Tumer

I Faes :- -------- é -'Ria.“"; Pages:

! Phomes Bate: oa/11/08
Re:  The Post Officellee Castiston e

{1 Urgent [ For RBeview [ Please Comment [ Please Reply [ Pleoase Besycle

08-NOV-2005 15:35 . GRO ! 94 P.001



POL00083351

POL00083351
08/11 '05 15:35 FaX | ROWECOHEN . igoo2
- ;
Date: | 8 N%ovemb&r 2005 ’ |
Your ref: SIDA/FACI/348035.134 f
Torefs MDT.113969

Please ask for: Mark Turner

Drirect dial:
e | GRO

Email:

Bond Pc?arce
Solicitors

GRO

By DY {mﬁ Fax

] , Without prejudice axcept 38 0 costs
Pear Sirs

Our client: Mr L Castleton ~ Marine Drive Post Office, Bridlington
Your client: Post Office Limited

We refer 1o your letter of 7 November.

It ie somewhat perplexing that, after we first raised the issue of ADR with you during the writer's
conversation with your Miss Gammack on 15 September, and the court having subsequently ardered a one
month stay of its own motion, your client only now proposes mediation following the expiry of that stay. Your
client seems to have littde appetile for these proceedings and has to date shown very little inclination to drive
them on.

Our chem is prepared 1o participste in mediation, subject o two qualifications, Firstly, owr long-standing
request for disclosure of documentation mmust be addressed before he is willing to contemplate medistion. The
report of Bentley Jennison that we made voluntarily available to you over 2 month ago demonstrates the
fundamental relevance of the documents which we have been seeking from your client since a¢ long ago as
March this year. There can, in our view, be no objection 1o thelr disclosure.

Secondly, documertation relating to the problems experienced with the Horizon systemn by other sub-
postmasters is also central to our client’s claim. Our client is aware of 2 number of other sub-postmasters
involved in disputes with your client atising from problems with the opsration of Harizon leading to alleged
shortfalls, We will therefore require disclosure of all such documentation 28 2 precondition of our client's
participation.

These are not wireasohable conditions. We do not believe that medistion can meaningfully take place in the
absence of disclosure of these documents. To that end, we would propose that your client either give voluntary
disclosure in advance of any court order of the documents which we have requested on numerous occasions in
the past or that further discussion of ADR be deferred until such time as standard disclosure (and any
subsequent application for specific disclosure which our client might want to pursue) has heen completed,

We look forward 1o hearing from you further in this regard.

; GRO E«emu;m; """ GRO """ }.. i -

Mﬁmii(‘mm b Rowe ¢ WMW» ¥ fN'\’Asvm = MLV Hymsnsao s G Smll « A Brenrlson ¥ BT Coglilr « L5 Dwak o & Farbey « A, Jasks » A, Tt
PLE Wandall « A Soragias » SR m;&.&mn ® R P o M. Burn v 5.7 S Asxncintnns LK Searhng o AS Qvens » M, Moy o« B Sepaon Cansulmames MU Mirsdch
Thix five s regulvsndd by the Ui Saciety {

2 ; F ! BRCARATABRERCASTERTOIN0# 105 LWFME%ON‘D PEARCE
Hdan st London i : TRORFPOR, 8 PROPLL
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7 November 2005 Bond Pearce LLP
Ballard House
West Hoe Road
Plymouth PL1 3AE
Tel: 4 l
, Fax: i GRO :
i GRO i
Rowe Cohen ‘ i
Solicitors GRO i
G RO Direct: 1:_ GRO ;
Our ref:
SJID3/FAC1/348035.134
Your ref:
MDT.113969
Dear Sirs

Without Prejudice Save as to Costs
Post Office Limited v Mr L Castleton

Thank you for your letter dated 31 October 2005. We have since spoken with your Mr Turner and have
taken instructions from our client.

We are instructed to put forward an offer of mediation for the parties to attend to see whether this claim
may be settled. Please take your client’s instructions and revert to us. In the event that mediation is
declined, we reserve the right to refer to this letter on the question of costs and refer you to the cases of
Dunnett v Railtrack [2002] and Burchell v Bullard.

In the event that your client is willing to attend the mediation, we will let you have our proposals for the
venue, mediator and suggested dates.

We await hearing from you

Yours faithfully

Bond Pearce LLP

Bond Pearce LLP, a Limited Liability Partnership. Registered in England and Wales number 0C311430

Registered office’ Bristol Bridge House 138-141 Redcliff Street Bristol BS1 6BJ. VAT number GB143 0282 07.

A list of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society. www.bondpearce.com
1A_1085723_1
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Bond Pearce LLP
Ballard House
West Hoe Road
Plymouth PL1 3AE

7 November 2005

Rowe Cohen

Solicitors L
ettt Direct: i GRO i

; G RO Our ref:

L SID3/FAC1/348035.134
Your ref:
MDT.113969

Dear Sirs

Without Prejudice Save as to Costs
Post Office Limited v Mr L Castleton

Thank you for your letter dated 31 October 2005. We have since spoken with your Mr Turner and have
taken instructions from our client.

We are instructed to put forward an offer of mediation to see whether this claim may be settled. Please
take your client’s instructions and revert to us. We refer you to the cases of Dunnett v Railtrack [2002]
and Burchell v Bullard [2005]. In the event that Mr Castleton declines mediation, we will at the
appropriate time refer the Court to this letter on the question of costs.

In the event that Mr Castleton is willing to attend a mediation, we will provide you with our proposals for
the venue, mediator and suggested dates.

We await hearing from you

Yours faithfully

Bond Pearce LLP

Bond Pearce LLP, a Limited Liability Partnership. Registered in England and Wales number 0C311430.
Registered office: Bristol Bridge House 138-141 Redcliff Street Bristol BS1 681. VAT number GB143 0282 07.
A list of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society. www.bondpearce.com

1A_1085723_1
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Stephen Dilley

From: Stephen Dilley

Sent: 07 November 2005 10:01
To: Stephen Lister

Subject: Post Office -v- Lee Castleton

Dear Stephen,

As you are the relationship partner for the Royal Mail, I thought it would be helpful to update
you in relation to a case I am dealing with for them in case Mandy Talbot mentions it. I
recently inherited this case from Denise Gammack when she left the firm, who in turn inherited
it from Laura Peto in CMS. :

Mr Castleton ("Mr C") was a subpostmaster from July 2003 to March 2004. The Post Office

a claim against him for approximately £27,115.83 plus interest and costs in respect of net
losses. The real issue is whether there has been any real shortfall, or whether the shortfall has
really been generated by computer error. Mr Castleton believes the post offices’ weekly
snapshots are inaccurate. Mr C has a wrongful termination claim for up to £250,000 but those
losses have not yet been particularised.

The claim has been issued, a defence and counterclaim served, and the case was stayed for
settlement. Mr C has obtained 2 experts' reports which conclude that the

P.O's Horizon computer system, despite the suspense account entry, has failed to recognise the
entry on the daily snapshot and that Mr Castleton's Defence, "appears to hold potential merit
based on the limited documentation" they have so far reviewed.

I have asked the P.O to produce some more documents to try to strengthen their claim, but
they are struggling to do so. Given the nature of Mr Castleton's Defence, I suspect that the
Court will draw adverse inferences against the Post Office if it is unable to produce relevant
documents that could either help or hinder its case. ‘

My view is either that we should obtain the documents to prove the claim is true, or take an
early view that it is unlikely to succeed and seek an early settlement (which may even on a
worst case scenario involve making a payment to Mr Castleton).

We take instructions from Cheryl Woodward, Agents Debt Team, Chesterfield but Mandy Talbot
is copied in on emails. I spoke to Mandy last week to take instructions and her first question
was why Bond Pearce had issued a claim when liability was unclear. I informed Mandy that my
colleagues had expressed concern to Cheryl about issuing. '

(There is an attendance note of a telecon between Laura and Richard Benton (Service
Management Section) on file dated 20 April "LRB expressing concern that she would only want
to issue if she was entirely satisfied there were no holes in the evidence which would make the
claim fail" and letter from Laura to Cheryl dated 10 May stating "...although you have instructed
me to issue proceedings, I am reluctant to do so with the knowledge that some vital evidence
may be missing. In particular, some balance snapshots and documents for Week 51 and 52 are
missing together with an audit trail. The debtor's solicitors claim that these documents are
pivotal..." and email from Laura to Cheryl of 24 May "...it will damage the claim if we are unable
to provide evidence pivotal to the claim.” Laura was then told to issue a claim without this
information.

Mandy's next comment was that Cheryl may not have had authority to tell Laura to issue a
claim but I was able to tell Mandy that Cheryl had referred this question to her Managers before
instruction Laura to proceed.

In any event, Mandy has instructed me to put forward an offer of mediation to try to settle the

07/11/2005
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claim. In the meantime, she will try to obtain more info to support the P.O's claim.
If you have any further questions, please do not hesitate to contact me.
Kind regards.

Stephen Dilley

Solicitor

for and on behalf of Bond Pearce LLP
DDI: 4 _________GRO

Main office phone: GRO )
Fax: « GRO

WWW ponapeRrce TR

07/11/2005
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Stephen Dilley
From: Nicola McSherry
Sent: 03 November 2005 11:02
To: Stephen Dilley
Subject: Message
Please call Mandy Talbot of Royal Mail Services re Lee Castleton on GRO ' when you

have finished your meeting. :
Thanks

Nicola McSherry

Secretary

for and on behalf of Bond Pearce LLP
Bond Pearce LLP
DDI:

Fax: GRO
www.bondpearce.com

03/11/2005
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Stephen Dilley

From: jennifer.robson GRO

Sent: 02 November 2U05 1474

To: Stephen Dilley . ,
Cc: £, nicholas.samuelf GRO
Subject: '

Stephen

please see the attached from Fujitsu.

Nicholas

I now need you to confirm to Bond Pearce that you are happy for the legal case to proceed please.
Regards

Jennifer

Debt Recovery Section manager
Post Office Ltd
Finance

....................................................

GRO i

This email and any attachments are confidential and intended for the addressee (s) only. If you are not the named
recipient you must not use, disclose, reproduce, copy or distribute the contents of this communication.
If you have received this is error please contact the sender and then delete this email from your system.
External Email: jennifer.robson: GRO i
————— Forwarded by Jennifer Robson/e/POSTOFFICE on 02/11/2005 14:14 -----

Graham C Ward

To:  Jennifer
02/11/2005 13:53 Robson/e/POSTOFFICEE GRO
pO et T

Subject: ARQ Ref 0506/405

as per previous e mail
Regards

Graham

Pinder Brian

i .f To:

....GRO | GRO
cc:

02/11/2005 12:20 Subject: ARQ Ref 0506/405

Graham

1 have sent you the CD containing the helpdesk calls (1 Jan 04 - 31 Mar 04) re 213337 Marine Drive as requested.
I was not able to identify any calls referring to system faults.

Regds

Brian Pinder
Security Manager
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Stephen Dilley

From: cheryl.woodward GRO ;

Sent: 01 November 2005 08:21

To: Stephen Dilley

Subject: RE: Mr L Castleton - Marine Drive Post Office, Bridlington
Hi Stephen

I have passed the e-mail on to my Managers and await their reply.

Cheryl,
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This email and any attachments are confidential and intended for the addressee only. If you are not the named
recipient, you must not use, disclose, reproduce, copy or distribute the contents of this communication,

If you have received this in error, please contact the sender and then delete this email from your system.
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Stephen Dilley

From: cheryl.woodwarc GRO !

Sent: 01 November 2005 08:21

To: Stephen Dilley

Subject: RE: Mr L Castleton - Marine Drive Post Office, Bridlington
Hi Stephen

I have passed the e-mail on to my Managers and await their reply.

Cheryl.

3K 3K K 3K K oK ok SR 3K Sk ok 3K 2K oK 3K 5K 3K 3K K 5K 3K K 3K K KK 3K K K 3K 3K 3K 3K K K 3K 3K 3Kk 3K K 3k 3K 3K 5K 3K 5K 3K K 3K oK 3K 3K 3K K ok K K K KK K ok K ok K Kk K

This email and any attachments are confidential and intended for the addressee only. If you are not the named
recipient, you must not use, disclose, reproduce, copy or distribute the contents of this communication.

If you have received this in error, please contact the sender and then delete this email from your system.
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Date: 31 October 2005

Your ref: Stephen Dilley

Qur ref: MDT.113969

Please ask for: Mark Turner

Direct dial:

Direct fax : G RO

E-mail: SRLIEILRRS
Bond Pearce . T

Solicitors ) PLYBUITH

GRO

Dear Sirs

Our client: Mr L Castleton — Marine Drive Post Office, Bridlington
Your client: Post Gffice Limited

We understand that Denise Gammack has left your firm and this matter is now being dealt with by Stephen
Dilley.

You will be aware that the stay of proceedings ordered by Master Fontaine expires at the end of this week. We
have heard nothing from you in relation to our letter of 15 September. Do you intend to respond to it?

Yours faithfully
ROWE COHEN
@ dlctedtn, s Vel
: 4 &
PSS Wa Lamse mad Sppthen 300 ia 3
Sume diss e Qyay Sweer « PManchester M3 3B o Tali GRO 7 Fax 4 GRO i
i GRO i+ Emaitiag GRO } Website s rowatohen com
i i i
Partners: 5. E Cohen » |, Rawe = D). Horwich o LM, Levdz » PLY. Hymansor « G.R Small ¢ A, Dennison » B.T. Coghian = LV Dweak » A Farley « A, Sacks » A. Taylor . Vi
M.C. Wouodsll » R.J. Sproston » S.Room ¢ A Curwen » R Myer « H, Burnz » S.P Sucton Mssociates: LE Swerling « AD Owens « M. Molloy » P Sampson  Censuftant: M.T. Horwich ] E
Thix fiers i reguiuted by the Low Sockaty NM

GAMARKTABBEVNCASTLETON ) 10(‘5} LETTéR T0 ﬁﬂgggﬁEARCﬁ

Alse at Londen INVESTOR IN PES
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Stephen Dilley

From: Stephen Dilley

Sent: 31 October 2005 15:17 .

To: ‘cheryl.woodwarg GRO

Cc: 'mandy.talbd” " GRO !

Subject: RE: Mr L Castleton - Marine Drive Post Office, Bridlington
Dear Cheryl,

Thanks for your email of 25 October.

Mr Castleton's solicitor is chasing for a substantial reply. The stay is about to expire and the usual practice is then
for the Court to have a hearing to set a timetable for the parties to move the claim forward. The disclosure of
documents is likely to be the first thing that is ordered. If we cannot back up the claim with documents, my
advice is to seek an early settlement.

I look forward to hearing from you as soon as possible in relation to my 18 October email.

Kind regards.

Stephen Dilley

Solicitor

for and on behalf of Bond Pearce LLP
DDI: 4 GRO

Main office phone: GRO ;

----- Original Message-----

From: cheryl.woodwari GRO i
Sent: 25 October 2005 11:49

To: Stephen Dilley

Subject: Re: Mr L Castleton - Marine Drive Post Office, Bridlington

Hi Stephen
I would like to thank you for email and attachments dated 18th October 2005.

I have spoken to my Senior Manager who is in contact with various people in relation to this matter and will come
back to you as soon as I have received any further information. We have noted the timescale.

Thanks Cheryl.
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This email and any attachments are confidential and intended for the addressee only. If you are not the named
recipient, you must not use, disclose, reproduce, copy or distribute the contents of this communication.

If you have received this in error, please contact the sender and then delete this email from your system.
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Stephen Dilley

From: Avril Grigg
Sent: 31 October 2005 14:49
To: Stephen Dilley

................................

31/10/2005
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Telephone attendance

Client: Royal Mail Group PLC Sub Postmaster Litigation

Matter: Mr Lee Castleton Matter no: 348035.134
Attending:

Name: Stephen Dilley Location: N/A Date: 31 October 2005
Start time: Units:

SJD3 having a telephone conversation with Mr Turner at Rowe Cohen. He wanted to know
where we were up to. I said I had read into the papers and was awaiting instructions from
my client. He said that the previous position with my predecessor is that he was going to
take instructions on a without prejudice expert report that had been sent to us and wanted
to know what I had to say about that. I said I was awaiting instructions and would come
back to him. He wanted to know if I could give him a deadline of when I would hear from the
clients. I said that I did not know but would update him as soon as I heard.

Finalising and despatching email to Cheryl to chase her for a reply.

Time engaged: 12 minutes

1A_1084739_1
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Date: 20 October 2005
Your ref: DEG1/NJM1/348035.134
Our ref: MDT.113969

Py ask for: Mark Turner

Direct dial:
Direct fax : G RO

E-mail:

Bond Pearce
Solicitors

GRO

Dear Sirs

Our client: Mr L Castleton — Marine Dirive Post Office, Bridlington
Your client: Post Office Limited

We enclose copies of a letter received by our client from your client and of our response to it, the contents of
which should hopefully speak for themselves..

Yours faithfully

GRO

ROWE COHEN

Enc

-
r,f;_\;g!_ﬁmgm_p_ﬂmg__E«tn‘:{:‘.t = Manchmster M3 HE » Tal !
i Egmail o] GRO b Website wwiw.rovsrohen con

en-: I Rows « I.). Hoewich o LN, Lewis » MV, Hymanson o G.E Small » 4 Dennison » B.T. Coghlan « V. Dwek « A Farley » 4 Sucke « A Taylor vl ‘-5;\‘&
M.C.Woodall o RJ. Sproston « 3. Room » A. Curwesn » RJ. Myer » D. Vayro « FH. Burns Associntes: L.F. Swerling » AD. Owens « 5.F Sutton « M. Molloy Consultant: M.T. Horwich g’ %
Y,

i S0 s evscdeiond v ihe Lt Btieri, O
GIMARKTABBEYIWCASTLETONQO 1005 LETTER mo?‘w‘[) PEARCE
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| ARINE+DRIVE+PO | GRO | T v GRO .
A i i fien. Frize
Mr Le= Castleton
14 South Marine Drive
Bridlington
Y012 3DB www.postoffice.co uk

14t October 2005

Dear Mr Castleton,

| hav 2 been asked to write to you in order to gather some information with regards
to the sale of Marine Drive Post Office. | understand that the office is currently on
the raarket and | wonder if you could let me have the details of the business transfer
agert that you are using. Could you please let me know what the current asking
price is and also whether you have reduced the price in order to attract more buyers?
Inorder to speed the process up we could also put the details on the Post Office
Internet and | wonder what your thoughts are on this.

Could you please let me have these details within the next two weeks, as we need to
find a permanent solution to this issue.
You:s Sincerely

GRO

Angela Bettison

Area Intervention Manager,
Pos: Office Ltd '

The Markets DMB,
6/15 New York Strect,
LEEDS,

LSz 7DZ

Pusl iffico g Regist zred i England wnd Wabes rin: 2154540, Regisieved office: 80 - 86 Otd Straet, London, ECTY NN
st Office anid the Fost Oflice symbiot are registered vade marks of Post Office Ltd in the UK and other countries

Fon 2 purpass o p oducss iegulated under the Finandal Sarvices & Markets Ace 2000, Past Office Lt is an appointee tepresentative of Bristal & West ple, who anz authions2d
£d By the Finaidial Seevices Authionty. Reyistered in Cugland no. 2124203, Registered Office: Bristol & West ple, One Ternple 8ack Fast, Temple Quay, Bristal 851 6DX.
stared 0 Enghiand No 3231034

Post Cffir &3, car and hoe insurance is adminiaered by AISL Linited, who are authorised and regulated by thie Financial Swivices Authoiily. Reni

Reqlstercd office. Peg s House, Pokewsli Ruar, Orton Suuthgate, Peterborough, PE? AYS

nervice marlk of Gibank, N.A. or Citirags

Pust Office card accant is oitered tuy Clibank fsternational ple through Poxl Oftice 1, Citbank 1<« reginlred ol

Citite ik Intermationz | ple is authorisac and requlated by the Financial Services Autharity. Reglstered in England Nuii
- AT et ; R T
Keqiseted office Citl fraup Centre, Canads Square, Canary Wharf. tondon, £14 5LB. VAT muictibes GB 429625 9. iltie
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Date: 20 October 2005
Our ref: MDT.113969
Please ask for: Mark Tumer

Di"  dial:
Direct fax : G Ro

E-mail:

ROWE CLsHEN

Ms A Bettison

Area Intervention Manager
Post Office Limited

The Markets DMB

6/16 New York Street
Leeds

.82 7DZ

Dear Madam
Our client: My L Castieton — Marine Drive Post Office, Bridlington

We act on behalf of Mr Castleton in the litigation that the Post Office is pursuing against him. We have been
passed a copy of your letter of 14 October sent to our client.

We confess that we are somewhat confused by your letter. On what basis do you claim to be entitled to the
information that you seek? Both the property from which Marine Drive Post Office presently operates and the
business that shares the same premises are owned by our client. At no time has our client indicated that he has
any desire or intention to sell the property and his business.

The Post Office has indicated that it wishes to relocate the post office that operates from our client’s premises.
That is its right, although for the avoidance of doubt our client contends in the litigation that is proceeding that
the termination of his contract as a sub-postmaster was wrongful.

Removal of the post office from our client’s premises is an entirely separate issue to that of disposal of our
client’s property and business. It may be that you are under the mistaken impression that our client is seeking
to dispose of his business as a going concern together with the post office that you are presently seeking to
transfer. He is not — the property and his business are categorically not for sale.

It is entirely a matter for you as to how you seek to transfer the post office.

We have copied this letter to Bond Pearce, the solicitors acting on the Post Office’s behalf in the claim against
our client.

Yours faithfully
cc Bond Pearce
- Quse House » Quay Sireet o Pancheseer M33E - Rld GRO i Faxi___ GRO . i
H G Ro uI el z w websimwwwmm?mr b
Fastners: -E‘-'!"_.-(_u.l-xé-xi-:f-i{_owa m Hmwsr!s * LI Lawis « M.V Homenson » G.B Small o A Dennison « BT Coghlan o LY Dwak o A, Farley o A, Sacks * &, Thylor g
BLC Wondsll » R]. Sproston » S, Ruors ¢ A Curwen R Myer « I3, Vavre ¢ H. Burns Sssocintes: LK Swerking « AD. Qweas « 5B Suttor < M. Molloy Consultant: M.Y, Horwich % 3
K g

Vs fvra oy vepysice v dhe Lot Sovietn
GAMARKTWBBEVWCASTLETON20100S LETTER TO A BETTISO\‘ -i) POST OFFICF
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Stephen Dilley

b.om: Stephen Dilley

Sent: 18 October 2005 12:43

To: ‘cheryl.woodward GRO

Ce: 'mandy.talbot¢______GRO !

Subject: Mr L Castleton - Marine Drive Post Office, Bridlington

Attachments: MULTIMEDIA_1077082.TIF

Dear Ms Woodward
I refer to Denise's email of 29 September.

Denise has now left the firm and I am dealing with this matter. I have reviewed the voluminous
papers and thought it would be helpful to set out my view of the case at this point:

Case Summary

1. The Post Office's claim is for approximately £27,115.83 plus interest and costs in respect of
net losses. Clearly, Mr Castleton is contractually responsible for any losses that the Post Office
makes caused by negligence or error. However, the real issue is whether there has been any
real shortfall, or whether this shortfall has really been generated by computer error. To win, the
Post Office must show that there has been a real shortfall.

2. Was Mr Castleton dismissed summarily? If the answer is "yes", then if the Post Office cannot
show that there was a real shortfall and loses its claim and has dismissed him without a good
reason, then unless his contact say otherwise, it appears that you may well have to take Mr
Castleton's wrongful termination claim seriously. He claims that he has suffered loss for up to
£250,000 but those losses have not yet been particularised and I will need to analyse any
evidence in support of them. Please could you supply me a full copy of his contract?

3. From the outset, Mr Castleton's case has consistently been that if you return to him all of the
documents removed by Mrs Ogglesby on 10 May 2004, then he will be able to demonstrate that
the losses are not real. He has repeatedly sought the return of the daily snapshots, because he
believes that the only way to verify the accuracy of the weekly snapshots and weekly balances
is to manually cross check them by reference to the daily snapshots.

Experts’ Reports

I enclose copies of the following:-

(a) A without prejudice letter dated 30 September from Mr Castleton's solicitors to Bond
Pearce;

(b) Bentley Jennison's Report dated 23 September and attachments; and
(c) White & Hoggard's report dated 18 August.

Bentley Jennison state that the deficiencies have probably been brought forward despite the
fact that they have been entered onto the suspense account entry. They suspect this is because
the Horizon system, despite the suspense account entry, has failed to recognise the entry on
the daily snapshot. They have drawn this conclusion through looking at the discrepancy of
£3,509.18 on Thursday 26 February 2004. They then suggest that this double accounting could
have continued over a number of weeks and that as such, Mr Castleton's Defence, "appears to

18/10/2005
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hold potential merit based on the limited documentation” they have so far reviewed. White &
Hoggard reach a similar conclusion in their report.

Yo .nay think the expert has got it wrong, but even if they have, they can only form their view

on the information available and this is what the Court will have to do when the claim gets to
trial.

Further disclosure

Bentley Jennison seek:

(i) A full list of all the transactions carried out within the Post Office (he says that it is not good
enough that management information is not available simply because the "month end has been
closed down".

(ii) The actual audit report prepared by Mrs Ogglesby. He says that the actual report would
have been a manuscript writing document rather than a typed document.

(iii) P and A Reports for weeks 39-52.

(iv) Cash and stock counts for when Mr Castleton began trading and when he stopped being a
Post Office Sub-Postmaster.

(vi) The events log for weeks 39 to 52.
(vii) Transaction log.

In your email to Denise of 26 September, you state that you are probably not going to be able
to produce any further paperwork. However, the onus is on the Post Office to prove its case on
the balance of probabilities. Given the nature of Mr Castleton’'s Defence, I suspect that the
Court will draw adverse inferences against the Post Office if it is unable to produce relevant
documents that could either help or hinder its case. The outcome could well be that instead of
recovering £27,000, the Post Office ends up paying to Mr Castleton a significant sum for
wrongful termination of his contract.

Next Steps

Do you have the documents that the expert and Mr Castieton have requested?My view is either
that we should obtain the documents to prove the claim is true, or take an early view that it is
unlikely to succeed and that in order to extricate yourselves from proceedings, you will probably
have to make a payment to Mr Castleton. The Court has ordered that the claim be stayed until
3 November 2005 to enable the parties to try to settle.

Once you have reviewed this email, please could you contact me to discuss strategy. It may be
that an early without prejudice meeting or mediation asap would be useful. The worst move
would be to run the claim to trial and then find you cannot produce the documents you need
because at that stage, both parties will have incurred significant costs and the stakes will be
that much higher.

I look forward to hearing from you as soon as possible.

Kind regards.

Stephen Dilley

Solicitor
Bond Pearce. LlP
DDI: - GRO

18/10/2005
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Date: 10 October 2005

Your ref: DEG1/NIM1/348035.134
0. =f: MDT.113969

Please ask for: Mark Turner

Direct dial:

Direct fax : G RO
E-mail:

Bond Pearce

Solicitors

GRO

Dear Sirs

Our client: Mr L Castleton — Marine Drive Post Office, Bridlington
Your client: Post Office Limited

We refer to our letter of 30 September. We assume that you will by now have received a copy of the Order of
Master Fontaine dated 4 October staying these proceedings for one month to allow the parties to discuss
settlement.

We look forward to hearing from you in relation to our letter of 30 September and in relation to your client’s
position on settlement more generally.

Yours faithfully

GRO

ROWE COHEN

e - - I H H 1
Swent » Manchester M3 3fE « Tal GRO i Fax i GRO i
» Ernail fav T 78R 1« Website wyowiravenshen.com

. Cohien « L Rowe « D.J. Horwich » LN. Lewis » M.V. Hymanson » G.P. Small » A. Dennison » B.T. Coghlan « J.V. Dwek » A. Farley « A Sacks « A. Taylor
M. CWoodalI RJ. Sprosten © S. Room =« A. Curwen ¢ RJ. Myer « D). Vayro = H. Burns Associates: L.F. Swerling » A.D. Owens » S.P Sutton « M. Molloy Consultant: M.T. Horwich

&d(((,—q“&
i)

)

) ’ G \MARKT\ABBEY\CASTLETON'101005 LETTER TO BOND PEARCE
Also at London INVESTOR IN PEOPLE
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Memo

If you have any questions concerning this

p the ber below /
To: Stephen Lister - Bristol cc: //
From: Julian Summerhayes Ref: JMSl\ABG1\34,¥8035.134
Direct! GRO ; Date: 3 October ZéOS
!J’
/
{
/
. . /
Post Office Limited /

Mr L Castleton - Marine Drive Post Office, Bridﬁngton
I attach a letter from Rowe Cohen Solicitors of 30/September 2005 (and enclosures).

I cannot immediately recall seeing any details orf this case but I do recall, from a brief
conversation with Gareth Kagan,that Denise may have transferred the file to you. If that is
not the case no doubt you will let me know.

Julian-Symmerhayes
As ?
o3

GRO

1A_1070757_1
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De 30 September 2005

Youi ref: DEG1/NJM1/348035.134

QOur ref: MDT.113969

Please ask for: Mark Turner

Direct dial:

Diret o GRO B

Bond Pearce
Solicitors

GRO

Witheut Prejudice
Dear Sirs

Our client: Mr L Castleton — Marine Drive Post Office, Bridlington
Your client: Post Office Limited

We refer to our recent without prejudice telephone discussions (Mark Turner/Denise Gammack).

As we mentioned when we spoke, we have instructed an expert accounting witness, Chris Hine of Bentley
Jennison, to review the documentation that your client has made available to date. His brief was to consider
certain of those documents in light of our client’s pleaded defence to the effect that the alleged shortfall is (at
least in part — and we cannot be any more specific than that given the incomplete disclosure which has been
given) attributable to problems with the Horizon system.

In order to assist you and your client in understanding our client’s position, we are prepared to disclose to you
on a without prejudice basis the report which Mr Hine has prepared. Since the report refers to a report
prepared by Andrew Richardson of White & Hoggard, a copy of his report together with supporting
documentation is also enclosed.

By way of explanation, Mr Richardson acts as auditor to the business owned by our client’s father in law. His
report was obtained directly by our client as a “second opinion” on the methodology that our client had used
in reviewing the available documentation. To avoid any question of partiality, we commissioned Bentley
Jennison to consider the same documentation as had been available to Mr Richardson, as well as his report,
and to comment on whether they agreed with its findings.

For the complete avoidance of doubt, both documents are made available to you and your client on an entirely
without prejudice basis. Whilst the substance of the Bentley Jennison report is likely to form the core of any
formal report prepared for use in court, we reserve the right to rely on a report which may differ in form to
that which we have presently disclosed.

As you will see, both Mr Richardson and Mr Hine concur with our client’s position that there, at the very
least, discrepancies in the way in which the Horizon system appears to treat weekly balances. This simply
serves to reinforce what both we and our client have said from the outset, namely that the daily balance
snapshots which have not yet been disclosed will be of fundamental importance is analysing whether there is a
problem caused by the way in which the Horizon system operated during our client’s tenure as sub-postmaster
as Marine Drive Post Office.

M.C Woodall RJ Spros on © S Rcom Al Curwen » RJ Mver ° D Vayro * H Burns As!oc:ates LE Swerlmg «AD. ()wcns LR-R 3 Sutton » M. Molloy (.onsulmnt ¥ Horwich ( QA«%

Fhsis Gven

wgslenced by the Law Sucieds.
GAMARKT\ABBEY\CASTLETONW00S0S | LETTER“‘P 0 BOND PEARCE
Alse at London NVESTOR I PEOPLE
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W . Jok forward to hearing from you once you and your client have had an opportunity to review the

enclosures to this letter.

Yours faithfully

GRO

ROWE COHEN

Enc

G:\MARKT\ABBEY\CASTLETON\300905 LETTER TO BOND PEARCE
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Ourref:  CH/PIB/C1024 Litigation Support
Yourref: MDT.113969 26 Pall Mall
Manchester
M2 1JR
; GRO !
Rowe Cohen Telephone
Quay House Facsimile GRO
Quay Street E-mail; GRO
Manchester www. DERUEy=RIIROI ToIuK :
M3 3JE

23 September 2005

Dear Sirs
The Post Office -v- Lee Castleton

Further to your letter of instruction dated 6 September 2005 in the above matter, I set out
below my thoughts on the papers provided for my review.

I have reviewed the following documentation:

e Various correspondence between Rowe Cohen and Bond Pearce, between 8 February
and 3 August 2005

e Daily ‘snapshots’ for the Marine Drive Post Office, from Thursday 26 February 2004
to Wednesday 3 March 2004, representing week 49 of the accounting year

e Letter dated 18 August 2005 from Andrew Richardson, principal at accountants White
& Hoggard, to Mr Lee Castleton

e Copy of final audit, dated 25 March 2004, as carried out by Miss Helen Hollingworth
(and as attached to the letter dated 25 May 2005, from Bond Pearce to Rowe Cohen)

e Horizon Cash Account (Final) for Week 49
s Statement of Claim, dated 9 June 2005

e Defence and Counterclaim, dated 15 August 2005

Offices at: Birmingham Bristol Cardiff Harrogate Leeds London Milton Keynes Nottingham Stoke-on-Trent Swindon Telford
A list of Partners’ names is available for inspection at: 26 Pall Mall, Manchester M2 1JR

Bentley Jennison is registered to carry on audit work by the Institute of Chartered Accountants in England and Wales and

authorised and regulated by the Financial Services Authority for Investment Business

A member of "ﬁﬁ%ﬁs Ill A|G|1NTERN’\TIONAL’) An Association of Independent Professional firms in Europe
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Daily snapshots for week 49

At Document 1 is a copy of the daily snapshot printed at the end of Thursday 26 February
2004, being Day One of the week. This shows a discrepancy of £3,509.18.

I note that this an identical amount to that recorded by the Horizon system as having been
deficient in week 48, as identified in the audit undertaken by Helen Hollingworth, the
schedule for which is set out at Document 2.

This schedule also shows that cumulative deficiencies of £8,243.10 were put into a suspense
account relating to weeks 43-46, although I note that no figure appears to be disclosed
specifically for the following week, week 47.

The identical amounts of £3,509.18 point to two possible scenarios, either that (a) there has
been a deficiency suffered on day one of week 49 that exactly matches the sum of the
deficiency for the whole of week 48, or (b) the figure is the brought forward deficiency from
week 48. I consider it reasonable to assume that option (b) is the most likely scenario.

On Day Two of Week 49, being Friday 27 February 2004, an entry for £3,509.68 is shown as
“Loss a 2a in”, per Document 3.

I am unable to explain the difference of 50 pence between the suspense account figure and the
daily snapshot deficiency, although I note that in White & Hoggard’s report they explain that
Mr Castleton informed them this was a manual entry following instructions from Horizon
technical support.

The £3,509.68 appears to represent the entry on the suspense account (Document 4) for the
same amount, processed on 27 February 2004, which I would expect given the daily snapshot
entry.

Suspense account

A suspense account is generally used by accountants to ‘park’ transactions that have either
been erroneously posted and are pending correction, or which, as is the case here, are
transactions that are either unreconciled or unexplainable.

From my experience, the impact of a suspense posting would allow a line to be drawn under
the cumulative deficiencies on the daily prints, effectively resetting the figure to zero, which

should be reflected as such on the end of day print.

However, it is evident that on the end of day print (Document 5) there is still a deficiency of
£3,509.18, notwithstanding the suspense account entry.

Bentley Jennison
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This again leads to two possible scenarios, either that (a) following the suspense account
entry an identical shortage of £3,509.18 was again borne by the branch during the course of
the day, or (b) the Horizon system, despite the suspense account entry, has failed to recognise
the entry on the daily snapshot, leaving the figure of £3,509.18 unchanged.

Again, after considered reflection, it is more probable that scenario (b) has occurred.

For Days 3, 4, 5 and 6 (Saturday 28 February 2004 - Tuesday 2 March 2004), identical entries
occur in relation to the figure of £3,509.68, with a cumulative deficiency of £3,509.18 being
shown at the end of each day.

For the final day of week 49, Wednesday 3 March 2004, the entry of £3,509.68 again is
recorded, however the total deficiency now shows £3,512.26 (Document 6), an increase of
£3.08, and supported by the final Horizon Cash Account print (Document 7).

I note that in week 49 the cost of a first class stamp was 28 pence. The increase of £3.08
could, therefore, represent (and in line with Andrew Richardson’s opinion) a scenario
whereby a book of 12 first class stamps was sold, but only money for one single stamp was
taken (ie (12 x 0.28) — 0.28).

Having already concluded that the system should have no longer been recognising the
£3,509.18 (posted to suspense) on a daily basis, the only discrepancy for the week should, in
my opinion, have been the £3.08 deficiency apparently borne on Wednesday 3 March 2004.

The system has, therefore, appeared to overstate the deficiency for the week by the amount of
the deficiency in week 48, being £3,509.18.

The report of White & Hoggard essentially appears to reach the same conclusion, in that this
sum has been erroneously double counted.

Cumulative deficiencies

I would note that the Horizon system, from the documentation I have reviewed, appears to
record deficiencies on a cumulative basis, hence the running total of £8,243.10 up to the end
of week 46 being rolled into week 47’s suspense account and carried forward to week 49

(Document 4).

Based on this approach, the integrity of the system is heavily dependent upon weekly figures
being both accurate, and carried forward correctly.

In the isolated case of week 49 this appears not to have taken place, with the implication that
errors could, theoretically, have been double counted over a number of weeks.

Bentley Jennison
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As such, Mr Castleton’s defence, that the root of the problem lies with the inaccurate figures
produced by Horizon, appears to hold potential merit based on the limited documentation I
have so far reviewed.

Clearly, however, I have only had sight of the daily snapshots for week 49, which although
appearing to indicate an error within the Horizon system for that short period, does not
necessarily mean that it has been replicated for other weeks. This can only be checked
through an analysis of the daily snapshots for all relevant periods.

Andrew Richardson’s conclusion that “the balance of probabilities would suggest that it is
quite likely that this has also happened in earlier periods” is, I suspect, a little premature and
can only be proven following a more detailed review.

Equally, other issues aside from the discrete problems evident in Week 49 may be uncovered,
upon a more detailed inspection of relevant Horizon documentation.

Disclosure

The documentation I would ideally need sight of (further to that listed in your letter dated 11
April 2005, and presuming such papers were used in the normal course of business at the
branch) to gain a clearer picture of how Horizon worked, and whether it was working as
intended, is as follows:

e Daily snapshots for the period preceding, during, and following the alleged
deficiencies borne under the management of Mr Castleton, which as suggested in copy
correspondence might be from weeks 39-52 inclusive, although for completeness (and
if considered cost effective) it may be appropriate to analyse the period from when
Horizon was first used in the branch to gauge the effectiveness of the system from
Day One

e Copy of the full audit report following the inspection made by Helen Hollingworth
and Chris Taylor, on 25 March 2004, to include a breakdown of the week 51 balance
of £11,210.56 (Document 2)

e P&A reports produced for weeks 39-52, summarising sums paid to customers in
allowances through vouchers, and any vouchers supporting the reports

e Cash and stock count at the points in time when Mr Castleton began/left his post as
subpostmaster

e Events log produced by the Post Office centrally, summarising which individuals are

working on the Horizon system, and when the various reports were produced within
the branch - for weeks 39-52 inclusive

Bentley Jennison
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e Transaction log produced by the Post Office, which should summarise all financial
transactions undertaken by the branch - weeks 39-52 inclusive

e Any contemporaneous notes made by Mr Castleton in relation to the Horizon system,
or by any other employees, or by anyone who may have been assisting Mr Castleton in

the initial period following his appointment as subpostmaster

I trust the contents of this letter are self-explanatory, but if you should require clarification on
any of the matters raised herein, please do not hesitate to contact me.

Yours faithfully

GRO

Chris Hine
National Litigation Support Partner
Enc.

GRO

Bentley Jennison
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Document 2

To: From: cc: ]
Cath Oglesby Helen Hollingworth
Inspector

Date: 25" March 2004

Audit of Post Office ® Marine Drive bfanch, FAD 213337

An audit took place at Marine Drive Post Office on the 25" March 2004.

Helen Hollingworth led the audit and in attendance was Chris Taylor. The audit
commenced at 8.00am and on our arrival the sub postmaster was very pleased to
see us. He explained problems he had been having at the office regarding

balancing. His problems with balancing started in week 43 with a mis-balance of

{je -4230.97. He was adamant that no members of staff could be committing theft

: and felt that the mis-balances were due to a computer problem. He had been in
contact with the Retail Line Manager Cath Oglesby and the Horizon help line
regularly since the problems began. The following table gives further weeks
balance declarations on the cash account.

48  -3509.18
46  -8243.10
45  -6730.01
44  -6754.09
43 -4230.97

48  -3509.18 This amount put into suspense week 49
46  -8243.10 This amount put into suspense week 47

45  -6730.01 Rolled loss
. 44 -6754.09
43 -4230.97
<\ ' In week 47 £8243.10 was put into suspense. Although horizon had been

contacted and the Retail Line was aware of this figure, this was not authorised. In.
week 49 £3509.68 was added to' make the amount carried in the suspense
account total £11752.78. This was also not authoriséd:

week 51 balance -£11210.56
suspense account - ©-£11752.78
expected audit result - £22563.34
difference at audit - £2795.41 (-£1769.00 lottery -£1026.41 cash)
audit result - £25758.75

On the completion of the audit the Retail Line Manager Cath Oglesby was
contacted, along with the Investigation team and the Audit Line Manager. The
sub postmaster was suspended pending enquiries and an interim postmaster was
put in charge at the office. '
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Document 4

E}
>

¢ Marine Drive FAD 2133377 Page 1
CAP 49

17:38:00 03/03/2004
Suspense Account ~ Office Copy

WARNING -~ Check the C/Fwd column for negative values. If present refer to the
Horizon User Guide for instructions on how to proceed

su Date Product Volume Value : B/Fwd c/Fwd
RD Cheques A
TOTAL [l 0.00 0,00 0,00
RD Cheques B
TOTAL 0 0.00 0.00 0.00
RD Cheques C '
TOTAL 0 0.00 0.00 0.00
Vouchers
‘ TOTAL 0 0.00 0.00 ~ 0.00
Shortages in Rems etc
TOTAL 0 0.00 0.00 0.00
Burglary etc losses
TOTAL 0 0.00 0.00 0.00
POL Cheques
TOTAL 0 0.00 0.00 0.00
Migration UP
TOTAL 0 0.00 0.00 0.00
Cash Shortages A
@ AN 27/02/04 Loss A to Table 2a 1 3,509.68
= TOTAL 1 3,509.68 8,243.10 11,752.78
Cash Shortages B
TOTAL 1] 0.00 0.00 0.00
Cash Shortages o)
TOTAL [¢] 0.00 0.00 0.00
Cash Shortages D
TOTAL Q 0.00 0.00 0.00
Prepurchases
TOTAL 0 0.00 0.00 0.00
Cash Surpluses not yet adjusted A
0 0.00 0.00 0.00

TOTAL

Cash Surpluses not yet adjusted B
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Stanp Boohs - Hisc 366.24 E
FOSTABE 472b:74 H
PO phonecrd £5 2 10,00 H
PO phonecrd £10 10 100.00 H
PO phonecrd £20 a8 160,00 i
#0 Holidyerd £10 20 200.00 i
PG Branded Call Cards 470.00 i
PHGHE CARDS 470.00
-l 17 6,50 §
P £L 5 3.00 ¥
B £ir 16 38,00 '.'
o 4 3 12,00 .
PO £6 39 54,00 i .
7 12 4.00 .25
T g 72,00 2%*
19 3 8100 .; 0.2
D £19 20 300,00 S o
Gift PO ES 12 60,00 :640
Bift #0 £10 6. 60.00 .
Bift PO £20 11 280,00 : :
Face Value 932,50 : . . .
00 fee  S0p 17 4,25 ! :
PO fee £ 9 .25 i
PO fee £2 16 8.00 t,
PO fee £4 3 1,50
) fee f£6 .9 7,20
FD fee £7 12 9.60
f) fee EB 9 9,00 .
FD fee {9 9 9.00
£ fep £15 20 22,00
Gift PO fee £5 12 9.60
Gift PO fee £10 [ 5. 00
Gift PO fee £20 11 13.20
fees 101,60
FOSTAL DRDERS 1094.10
Instants £1 1360 1360.00
Instants £2 433 910.00 :
Instants £3 128 384,00
Instants £5 37 135.00 :
HAT LOT IMSTAHT WIH GAH 2839.00 H
Luood lotto az 22,00
LLIxLWUUD SCRATCHIES - 22,00 i
) . 87 335.00 T ,
HVL :iHVIH i3 SIAIP 335,00 i .
TUTAL-3{UCK & HOP 102345.35 - {F
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Page-——t"Uffice code:2133377

OFFICE NAWL.

ADDRESS:

$

TELEPHONE: | G

OFFICE CODE:

v

DATE STAMP:

X
Marine Drive

14 South Marine Drive

Week No: 49 Week Ending: 03/03/2004
~2003/2004 Week No | 49 ‘
1V 1" HORIZON -

Cash Account (Final)

\ -~
Bridlington Q i {\‘ l
Y015 3DB b .
........... GRo™ %A
T Week Ended: 03/03/2004
2133377 30 L
T BE SIGNED BEFORE DESPATCH OF CASH ACCOUN G R O
SUBPOSTMASTER/FRANCHISEE/BRANCH MANAGER: ' 7
EXAMINED IN TP:
TABLE 2 UNCLAIMED PAYMENTS TABLE 10{g) NUMBER OF TRANSACTIONS
50 £ p Date 91
26 Unpaid Cheques A TF2 esensons 2 E111 Cerlificates
27 Unpaid Cheques B 79 0B Chgs
28 Unpaid Cheques G 78 NS ISA Cash Cross Warr
29 82 Citibank M Order
30 Vouchers 81
31 Shortages In REMS etc 73 Parcelforce by 9 & 10
32 Burglary etc Losses 65 . Parcefforce 24/48
33 POL Chq pension homes 66 Intemat Datepost
34 71 Low Cover
35 Migration 83 Medium Cover
36 75 High Cover
37 80 Contract Parcels Inland
38 67 Contract Parcels Intemat
TE oo oo 11 Special Defvery ltems
88 UKPA Contingency
A 7 R 1 Airsure .
TABLE 2{a) AUTHORISED CASH SHORTAGES G;S . 87 - . -1 intemational signed for  {
7’ 0{ A 8 5 Swiftair 4".‘ .
50 g S v 89
e 94
46 - +++11,752.7 Cash Shortages A 90 Parcelforoe by noon
47 Cash Shortages B 84
48 Cash Shortages C 77 Disc Whise Packs
49 Cash Shortages D 91 cersss::9 Postmans Pouches
68 SORN
69 BGas Recon/Discon
92 Camelot Vouchers
TABLE 3 UNCHARGED RECEIPTS 93 TVL U75 Pre-Application
70 )
50 63 Pre-order Buy Back
64
60 B7 caessen 22 Home Shop Retums
61 58
62 59 Stendard Life SHP Apps
63 Pre-purchase 60 PCL Smartcard Applcations
64 Cash Surplis A 61 MVL Postal Appications
65 Cash Surphis B 62
66 Surpluses in Rems etc 86
67 X 95
68 Mgration 10
71 15 SWEBAEB
72 20
25
30 creseenn i LINK Balance Enquiries
35 ccvoenn 17 Card Account balance enquiries
DISCREPANCIES TABLE 40 coreannn 3 A & L. Balance Enquiries
45 Special Dekvery by 9.00am
07 50
55
01 Surpis 26
02 +---- 3,512,26 Shorage 27
28
29 ]
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Date: 04/03/2004 Time: 07:46

Document 7
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Mr Lee Castleton

Marine Drive Post Office Our Ref: AWR/GL/1/F031

14 South Marine Drive Your Ref:

Bridlington

East Yorkshire Dats: 18" August 2005

YO153DB

Dear Lee

You have asked me to produce a report on my findings following my examination of the
documents presented to me for Marine Drive Post Office in respect of the week ended 3™ March
2004 and the apparent discrepancy claimed by the Post Office which I understand at 4™ March
2004 amounted to £15,265.04.

| have therefore examined the daily balance printouts that you produced covering the period 26"
February 2004 to 4™ March 2004 and also the report marked “Horizon Cash Account (Final)”
dated 4" March 2004 in relation to the week ended 3" March 2004.

My conclusions are as follows:-

a) The Horizon Cash Account (Final) Report for week 49 (week ended 3™ March 2004)
produced on 4" March 2004 (time 07:46) indicates the following:

Table 2 (a) authorised cash shortages (A) 11,752.78
Discrepancies Table 3,512.26
Total £ 15,265.04

b) The Suspense Account summary attached to the report — office copy dated 3™ March 2004
(time 17:38) produces the following under the heading “Cash Shortages A”

AA 27" February 2004 Loss A to Table 2a 3,509.68
Brought forward 8,243.10
Total £11,752.78

PRINCIPAL: Andrew W. Richardson F.C.C.A.
MANAGERS: Keith A. Rhodes F.C.C.A.
Mrs Lesley R. Richardson
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¢) The difference between the above two reports is £3,512.26 (I will refer to this figure later in
my observations).

d) The Horizon Cash Account (Final) Report for week no.49 (week ended 3" March 2004) dated
4" March 2004 (time 07:46) indicates the following:

Balance Due to Post Office 97,014.07
Less Stock (Table A) (9,036.41)
Less Cash (Table 5) (72,712.62)
Shortfall £ 15,265.04

e) The above entry at (d) above appears to me to comprise the following:

1. Discrepancies Table 3,512.26
2. AA 21" February 2004 Loss A to Table 2a 3,509.68
3. Brought forward from earlier periods 8,243.10
Total £ 15,265.04

f) It follows, therefore, that we need to ascertain how each of the above apparent discrepancies
at paragraph (e) have arisen.

a3
~—

In order to attempt to explain the apparent discrepancies I have prepared a detailed analysis of
the daily balance printouts covering the period 26" February 2004 (time 17:30) to 4" March
2004 (time 07:46). I have used the Horizon Cash Account (Final) Report for the analysis of
the movements on 4™ March 2004. My conclusions are as follows:

1. Discrepancies Table - £3,512.26

This figure is not on the Suspense Account Summary dated 3" March 2004 but appears to
comprise part of the overall shortfall (see a and ¢ above). This figure appears to include the
“discrepancies in this account” summary on the “final balance” sheet dated 26" February
2004 but 1s recorded as £3,509.18 increasing by £3.08 (which I believe 1s a book of stamps) to
£3.512.26 on 3™ March 2004. It is understood that the sum of £3,509.18 is a discrepancy
from an earlier period. I have seen no evidence to reveal how this discrepancy from the
carlier period has been arrived at.

2. AA 27" February 2004 Loss A to Table 2 a - £3,509.68

On the “final balance” sheet dated 26" February 2004 (time 17:30) there is an entry for “net
discrepancies” of £3,509.18 which equates to the “discrepancies in this account” entry — see g
I above.

On the “balance snapshot — office copy” sheet dated 27" February 2004 (time 17:31) there is
an entry “OTHER PAYMENTS” loss a — 2a amounting to £3,509.68. This entry is then
repeated daily.

[ understand from my telephone conversation with you that this amount was input manually
under instructions from Horizon technical support which probably explains the difference of
50p from the previously mentioned sum of £3,509.18.

If the sum of £3,509.68 is indeed the same entry as the sum of £3,509.18 recorded in g 1
above, and it seems highly likely that this is the case, there is a duplication in the apparent
shorttall.
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It follows that a rational explanation is needed for this apparent double counting in the
Post Office records.

3. Brought forward from Earlier Period - £8,243.10

In addition to having no documentary evidence to support the discrepancy of £3,509.18,
which appears to be duplicated by the further entry of £3,509.68, there is no documentation to
support the discrepancies from earlier periods amounting to £8,243.10. It is therefore
absolutely essential to obtain documentary evidence supporting the discrepancies that
are claimed to have arisen in the earlier periods of £3,509.18 and £8,243.10.

h) Conclusion

From the limited available evidence of one weeks transactions referred to above my
conclusion is that it is highly likely that the sum of £3,509.18 has been recorded twice
increasing the apparent discrepancy during the week ended 3 March 2004. On the
assumption that I am correct in this conclusion, and there seems to be no rational explanation
for this amount appearing twice other than my conclusion, then there has to be doubt as to
whether or not the discrepancies brought forward from earlier periods of £3,509.18 and
£8,243.10 can be substantiated. It is therefore absolutely imperative that the Post Office
produce documentation to justify their claim for the earlier periods in order to produce
evidence that the system is operating correctly. At the present time it would appear to me that
during the week ended 4™ March 2004 an incomplete instruction to input a manual entry of
£3,509.18 (incorrectly entered as £3,509.68) has created a double counting of this amount in
the calculations produced by the Post Office of shortfall. If this has happened for the one
week where we have documentary evidence then the balance of probabilities would suggest
that it is quite likely that this has also happened in earlier periods and has to cast doubt on the
credibility of the claim made by the Post office which therefore needs to be examined in some
further detail with the benefit of supporting documentation.

[ hope that the above report is of some assistance.
Kind regards

Yours sincerely

GRO

Andrew W Richairdson
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Memo

If you have any questions concerning this
memo please telephone the number below

To: Stephen Dilley cc: Laura Peto
From: Denise Gammack Ref: DEG1\SJR2\348035.134
Direct: | GRO i Date: 29 September 2005

Claim against Mr Lee Castleton

I know that we have already had a brief discussion about this matter, and I have passed you
the files already. I did say I would also let you have a memo outlining the background
issues, which I set out below.

If you need any more general information about these sorts of claims that CMS are dealing
with I am sure that Laura will be able to help you. You may also be able to get some
assistance from your relatives!

I set out the main issues below:
Background

CMS have been passed bulk instructions from Royal Mail (via Stephen Lister) to prosecute
sub-postmasters/mistresses for losses that Royal Mail say occurred during the course of their
employment. Indeed, the losses normally lead to their dismissal.

Traditionally, Royal Mail’s approach to this has been to prosecute the former employee for
theft and to get them convicted, to make a public showing of the fact that these losses will
not be tolerated. However, the focus now is very much on recovering the money rather than
obtaining a conviction.

The contracts that these employees sign have a clause in them which effectively states that
after their employment has ended, the former employee is liable to repay Royal Mail any
losses found to have arisen at the sub-post office. In the first instance Royal Mail tries to
recover these from the former employee direct and when that correspondence fails, the
matter comes to us to issue proceedings.

That is what has happened in relation to Mr Castleton.
Mr Castleton’s Case

Mr Castleton was dismissed from his position at the Marine Drive sub-post office in
Bridlington, Yorkshire when it was found that his sub-post office had suffered losses in excess
of £25,000. Initially Mr Castleton considered employment tribunal proceedings for unfair
dismissal but decided against it.

Initially, Royal Mail did try to recover this loss from him direct but, as you will see from the
correspondence, he has always denied that any loss exists at all. Mr Castleton’s position is
that the “loss” has been created by errors within the computer system that the sub-
postmasters/mistresses use to operate the sub-post office.

1A_1069580_1



This computer system is called Horizon. Royal Mail are in the process of removing this
system so that a new, more streamlined one, can be installed instead. However, for the
rposes of this case Horizon is the relevant system.

Mr Castleton insists that if he can be provided with copies of records showing the daily
transactions made on the Horizon system while he was at the sub-post office, he will be able
to use them to show that the “loss” is a fiction created by errors in the system. Mr
Castleton’s solicitor claims that his client currently has only one week’s worth of such print
outs, and has already sent them to an expert.

The expert has been instructed to prepare a report to confirm Mr Castleton’s case. We are
going to be sent this on a without prejudice basis once it is finalised and I expect it to arrive
shortly.

Our client is aware that the temporary sub-post office staff that replaced Mr Castleton
suffered no problems at all with the Horizon computer in question.

Disclosure

Clearly, disclosure of the computer records maintained while he was at the sub-post office
and an examination of the system itself are crucial in this case. However, disclosure has also
been a particular problem in this matter. Mr Castleton has repeatedly requested copies of
documents that were taken away after an investigation at the sub-post office was completed
and insists that these will include the daily records he needs. We have asked Royal Mail
repeatedly to disclose everything that they can find but this turns out to be more difficult
than one might anticipate.

When Royal Mail investigate sub-postmasters/mistresses for losses, they have an
investigation team which comprises various people in several different offices. This means
that paperwork gets spread out between them, and sometimes gets lost, and even
sometimes gets destroyed. In addition Royal Mail put a lot of documents into a storage
system and to get items out of it they have to pay the storage facility to do that. Royal Mail
do not like doing this, at all, and tries to avoid it.

This issue was raised at a training day that I recently attended where we emphasised to
Royal Mail the importance of disclosure and they acknowledge that they need to get
themselves re-organised in this respect. You may wish to have a look at a case called Post
Office v Mehida which does deal specifically with this issue.

The most recent correspondence that I have had from Cheryl Woodward at our client gives
me the impression that they may well want to pull out of these proceedings. They say that
they cannot locate anymore relevant documents and they want to see the other side’s expert
report. I have told them that we will send it when it arrives and that in the meantime we
need to deal with the ongoing Court proceedings.

The Court Proceedings

Proceedings were commenced in the Scarborough County Court. Mr Castleton subsequently
filed a Defence and Counterclaim for losses incurred as a result of losing his employment
which should not have happened because there is no loss. This Counterclaim is not
guantified but is limited to £250,000. As a result of this the claim has now been transferred
by the Court to the Queens Bench Division in London.

The matter has been allocated to a Master Fontaine, as yet no further directions have been
received. Royal Mail prefer to use particular barristers in relation to these matters and for
this one I have lined up David Craig at Devereux Chambers. He was recommended to me by
Mandy Talbot (who I know you have already met) and his clerk confirms his general
availability although I have not yet sent him any papers. David Craig was involved in the
Mehida case above and so is well aware of the problems relating to disclosure.

Contacts

Our main client contact in this matter is a debt recovery investigator at the Chesterfield office
named Cheryl Woodward. I normally contact her by e-mail on

GRO i
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Mandy Talbot is aware that this matter has been transferred to London and has requested
that she be copied in to all further e-mails. In addition she needs to be sent a scanned copy
of the expert report, when that comes in.

iandy tells me that in previous cases where Defendants have alleged problems with the
computer system, reference has been made to the amount of telephone calls recording
complaints made to the service desk and where there have been none such defences have
failed. I know that in this case we have such records on the file from Fujitsu, who used to
operate the Horizon system for the client.

Mandy has also given me the contact details for a Keith Baines at Fujitsu who may need to be
called on to provide a witness statement. Mandy has indicated that as Fujitsu no longer
operate the Horizon system he may not be as co-operative as we would like, nevertheless I
do have his contact details, which are:

Keith Baines

Post Office Limited
Second Floor
Calthorpe House
15-20 Phoenix Place

London

WC1X ODG

Telephone: | GRO
Ermai GRO
Next Steps

I should be grateful if you would assume conduct of this matter and continue to progress it
further. I am sure that Laura will be able to assist you where necessary with preparation of
documents, etc. I will let Cheryl know that I am leaving and I will give her your contact
details instead.

If you have any further queries before I leave please let me know.

While I have been assisting CMS with this matter they have continued to prepare the bills for
me, on a monthly basis. I will leave it to you to decide whether or not that can continue!

Regards.

Denise Gammack
Solicitor

1A_1069580_1
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POL00083351
Date: 6 September 2005
Your ref: DEG1/NJM1/348035.134
Ou MDT.113969
Please ask for: Mark Tumer
Direct dial:
Direct fax : G R 0
E-mail:
Bond Pearce
Solicitors

GRO

Dear Sirs

QCur client: Mr L Castleton — Marine Drive Post Office, Bridlington
Your client: Post Office Limited

We enclose a copy of our client’s allocation questionnaire.

Yours faithfully
" GRO L
ROWE COHEN

Enc

i GRO i GRO ':

Cuay House s Uua): Strent « Mancheater M3 3JE » Tel 1 is Fax +{
i Ernail fave ¥ Website weww rowecahen.com
i i

- -

Partners: S.E. Cohen < I Rowe < DJ. wis » MY Hymanson » G.B Small « A. Diennison » B.'T. Coghlan < J.V. Dwek ¢ A, Farley © A. Sacks * A. Taylor R g

M.CWoodall » RJ. Sproston © 5. Room » 4. Curwen » RJ. Myer v D. Vsyro » H. Burns Associstes: L.F Swerling 4 A.D. Owens » SR Sutton » M. Molloy Consultand: M.T. Horwich 3 i
A
L

: 5 38, B
GAMARKTABBEYACASTLETONWEGS0S LETTER TO BOND PEARCE
Also at London INVESTOR IN FEOPLE
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Sallv Rundle

From: Denise Gammack

Sent: 29 September 2005 11:23
To: Sally Rundle

Subject: FW: Lee Castleton

Can you put a copy of this reply on the file as well please thanks

----- Original Message--z== '
From: cheryl.woodward GRO :
Sent: 29 September 2005 12:19

To: Denise Gammack

Subject: Re: Lee Castleton

Hi Denise
Thanks for that information.
Good luck for whatever you are moving on to.

Cheryl.
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This email and any attachments are confidential and intended for the addressee only. If you are not the named
recipient, you must not use, disclose, reproduce, copy or distribute the contents of this communication.

If you have received this in error, please contact the sender and then delete this email from your system.
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S N Rundle

From: Denise Gammack

Sent: 29 September 2005 10:34
To: Sally Rundle

Subject: FW: Lee Castleton

Hi - could you print this off and file it, Stephen has the file in his room thanks

From: Denise Gammack

Sent: 29 September 2005 10:34

To: 'cheryl.woodwarc GRO iy
Cc: Laura Peto

Subject: Lee Castleton

Dear Cheryl,

I just wanted to confirm that as yet I have not received the report from Mr Castleton's
solicitors. I shall let you have a copy when it arrives, Mandy Talbot has also asked for a copy
to be emailed to her which we can also do.

In the meantime I need to let you know that this week, I am leaving Bond Pearce. Laura will
still be here to deal with matters but I have also asked my colleague Stephen Dilley to assist
Laura with this after my departure. Stephen is also a solicitor in the firm's Commercial
Litigation and Regulation department and I am sure that he will be able to assist you to its
conclusion. Stephen's email address is stephen.dilleyi GRO ;

If you have any queries in the meantime please feel free to contact me, it has been a pleasure
to assist you this far and I hope that it concludes favourably,

Regards
Denise

Denise Gammack

Solicitor

Bond Pearce |LP )

DDI: + GRO 5

Main office phone: i GRO é
Fax: + GRO
www,bonapéarce.com

29/09/2005
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Denise Gammack

From: cheryl.woodwarg GRO K
Sent: 26 September 20051452

To: Denise Gammack

Subject: Re: Lee Castleton

Hi Denise

It looks as though we are not able to produce any further paperwork. I spoke to Anne Allaker last week she said
she would contact you again. She has tried contacting another source to see if they have any paperwork relating
to this case.

Is there any chance we could see the evidence that Mr Castleton has on the investigation on the paperwork he
has had checked.

Cheryl.
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This email and any attachments are confidential and intended for the addressee only. If you are not the named
recipient, you must not use, disclose, reproduce, copy or distribute the contents of this communication.

If you have received this in error, please contact the sender and then delete this email from your system.
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De  ‘se Gammack

From: Denise Gammack
Sent: 26 September 2005 14:38

To: ‘cheryl.woodward GRO i
Subject: Lee Castleton

Dear Cheryl,
Thank you for your email.

I will send you a copy of Mr Castelton's expert's report once I have had it in from his solicitor - I
haven't seen it yet but I expect it shortly.

In terms of paperwork, the main thing that Mr Castleton is after is more daily snapshots from
Horizon so that he/his expert can try to show how the whole "debt" is accounted for by system
problems (they say).

I have not heard further from the court who I expect to hear from shortly as well in terms of
either issuing directions or listing a hearing to deal with case management, and again once I
hear from them I shall let you know.

In the meantime, if any further avenues in terms of documents can be explored, please let me
know how you get on with those. Given that the Counsel we have lined up was involved with
the Mehida case (I presume this is familiar to you but if not I apologise and can send you a case
report) it may be as well to ask him for an advice on the merits of continuing on with the
documents we have, including Mr Castleton's expert's report.

I will contact you again once I have heard from the court/other side,
Denise

Denise Gammack

Solicitor

Bond Pearce LLP

DDI: | e CRO 5
Main office.phone: {77777 :
-
www.bondpearce.com

26/09/2005
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HER MAJESTY’'S
HER MAJESTY'S COURTS SERVICE
COURTS SERVICE SUPREME COURT GROUP
' ' lCS QUEEN'S BENCH DIVISION
Judgments & Orders
Room No: E15
Royal Courts of Justice
The Strand
London
WC2A 2LL

" GRO
r¢ GRO

F O
Mlmcom VII é GRO

www.hmcourts-service.gov.uk

"6 SEP S 2005

SOnD PEARCE LLP
PLYMOUTH

Our ref:

Your ref:

U\A%l Hi302s }

15th September 2005

Dear Sir/Madam

RE : Case Number : HQ05X02706
Post Office Limited v Mr Lee Castleton

This action commenced on the 9th June 2005 under number 5SZ00651 has now been transferred
to the Queen's Bench Division of the High Court, Royal Courts of Justice, London, pursuant to

an order dated 12th September 2005.The assigned Master is Master Fontaine.The above number
has been allocated.Please quote the new number when making enquiries.

Yours faithfully

GRO

Mark Quigley
Judgments & Orders
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Date: 14 September 2005

Your ref: DEG1/NJM1/348035.134
Ou. & MDT.113969

Please ask for: Mark Turner

Direct dial:

Direct fax : G RO
E-mail:

Bond Pearce
Solicitors

GRO

Dear Sirs

Our client: Mr L Castleton — Marine Drive Post Office, Bridlington
Your client: Post Office Limited

Thank you for your letter of 7 September with enclosed copy allocation questionnaire.

We would have expected you to serve a copy of your client’s Defence to Counterclaim along with the
allocation questionnaire. Having spoken with the court, it has confirmed that no Defence to Counterclaim
appears to have been received.

Would you please confirm whether a Defence to Counterclaim was filed with the allocation questionnaire and,
if so, provide a copy to us by return?

Yours faithfully

GRO

ROWE COHEN

sz ouse » Quie Street o Manchaster M3 3E » Tal 4 GRO b Fax + GRO i

: GRO .Emml’ i To WebshEWRWIBTRIARECom |
)"artners "1“6 C')imr * BT, Coghlan = 1.V Dwel « A, Farley « A, Sacks » & Tylos A5 N
. .S‘wcrlmg AD. Owrens « S.F. Sutton » M. Molley Comsultant: M.T. Horwich ‘\\5’
%

3 \ o
“Fop™N
GAMARKTWEBBENCASTLETON 30905 LETTER TO BOND PEARCE
Also at London INVESTOR IR PROPLE



POL00083351
POL00083351

Denise Gammack

From: cheryl.woodwaé GRO
Sent: 08 September 2005711747

To: Denise Gammack

Subject: Re: Lee Castleton

Hi Denise

I've just spoken to Anne Allaker who is going to contact you in relation to what paperwork they have found and
what else they may or may not find.

Her contact number is; GRO 1gif you need it.

Please get back to me if need be.

Thanks Cheryl.
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This email and any attachments are confidential and intended for the addressee only. If you are not the named
recipient, you must not use, disclose, reproduce, copy or distribute the contents of this communication.

If you have received this in error, please contact the sender and then delete this email from your system.
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7 September 2005 Bond Pearce LLP
Ballard House

West Hoe Road

Plymouth PL1 3AE

Tl % .................................. -
Fax:_i

The Court Manager :
Scarborough County Court :
Pavilion House E
Valley Bridge Road —

Scarborough our ref:

North Yorkshire DEG1/SJR2/348035.134
YO11 23S Your ref:

Dear Sirs

Post Office Limited v Lee Castleton
Claim No. 55200651

We act for the Claimant and Part 20 Defendant in the above matter.

We enclose our client’s Allocation Questionnaire for filing together with our cheque for £100 in favour of
HMCS.

Yours faithfully

Bond Pearce LLP, a Limited Liability Partnership. Registered in England and Wales number 0C311430.

Registered office: Bristol Bridge House 138-141 Redcliff Street Bristol BS1 6BJ. VAT number GB143 0282 07.

A list of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society. www.bondpearce.com
1A_1060435_1
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7 September 2005 Bond Pearce LLP
Ballard House

West Hoe Road
Plymouth PL1 3AE

Rowe Cohen Solicitors ::L+ GRO
14352 MCR-1 v =t v
GRO ;
i o SBRO i
“DIreReTs GRO i
Qur ref:
DEG1/LAF1/348035.134
Your ref:
MDT.113969
Dear Sirs

Your Client: Mr L Castleton - Marine Drive Post Office, Bridlington
OQOur Client: Post Office Limited

We enclose a copy of our client’s allocation questionnaire.

Yours faithfully

Bond Pearce LLP, a Limited Liability Partnership. Registered in England and Wales number OC311430.
Registered office: Bristol Bridge House 138-141 Redcliff Street Bristol BS1 6B]. VAT number GB143 0282 07.
A list of members of Bond Pearce is open for inspection at the registered office. Regulated by the Law Society. www.bondpearce.com

1A_1060651_1
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i

Allocation questionnaire ~|Inthe Scarborough County Court
To be completed by, or on behalf of,

Post Office Limited Claim No. | 55200651

Last date for filing

who is XX [XX4] DOEN] (XXX [Claimant] [XXE&XXX{ with court office 5 September 2005
PORAKXORXNN in this claim

Please read the notes on page five before completing the questionnaire.

You should note the date by which it must be returned and the name of the court it should be
returned to since this may be different from the court where proceedings were issued.

If you have settled this claim (or if you settle it on a future date) and do not need to have it
heard or tried, you must let the court know immediately.

Have you sent a copy of this completed form to the other party(ies)? Yes [ INo

A  Settlement

Do you wish there to be a one month stay to attempt to settle the claim, either by Yes D No
informal discussion or by alternative dispute resolution?

B  Location of trial
Is there any reason why your claim needs to be heard at a particular court? Yes D No
If Yes, say which court and why?

Given the quantum of the counterclaim and issues involved the matter should be transferred to the High
Court in London

C  Pre-action protocols

If an approved pre-action protocol applies to this claim, complete Part 1 only. If not, complete Part 2 only.
If you answer 'No' to question in either Part 1 or 2, please explain the reasons why on a separate sheet
and attach it to this questionnaire.

Part 1 The* protocol applies to this claim.

‘%I.eise say

WARICH

protocol .- Have you complied with it? ‘ D Yes D No
Part 2 No pre-action protocol applies to this claim.

Have you exchanged information and/or documents (evidence) with the
other party in order to assist in settling the claim? o Ves DNO

N150 Allocétion questionnaire (10.01) Laserform International 12/01
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D Case management information
What amount of the claim is in dispute? I £Allofit i
Have you made any application(s) in this claim? D Yes No
If Yes, what for? For hearing on }
(e.g. summary judgment,
add another party)
So far as you know at this stage, what witnesses of fact do you intend to call at the trial or final hearing
including, if appropriate, yourself?
Witness name Witness to which facts
See attached Sheet
Do you wish to use expert evidence at the trial or final hearing? Yes D No
Have you already copied any experts' report(s) to the None yet D Yes D No
other party(ies)? obtained
Do you consider the case suitable for a single joint expert in any field? [X] Yes D No
Please list any single joint experts you propose to use and any other experts you wish to rely on. Identify
single joint experts with the initials 'SJ' after their name(s).
Expert's name Field of expertise (eg. orthopaedic surgeon, surveyor, engineer)
To be confirmed operation of the Claimant's computer system
Do you want your expert(s) to give evidence orally at the trial or final hearing?<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>