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for 25th June 2015) 

Introduction 

It is prudent for us to consider the challenges, opportunities and options for the CWU 
given the likelihood that the NFSP special conference next month decides not to 
enter into a Memorandum of Understanding (MoU) with the Post Office in preference 
to a transfer of engagements to us or the National Federation of Retail Newsagents. 

Under the direction of the General Secretary and with the assistance of the 
Secretary of the CWU Postmasters branch, this paper surveys the landscape and 
reports on a number of actions taken to protect our interests. 

The occupational issues and the day-to-day relationship with the employer are 
clearly issues for the PEC. However, the strategic issues affecting government 
policy, the nature of our relationship with the NFSP, and our response to any 
decision by the Federation to abandon its independence could all be appropriate to 
both NEC and PEC. 

Immediate occupational issues 

•: t -•-• s •• - -• '• 
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There has been a pause in political activity on this during the General Election 
period, but POL's lack of engagement with the mediation process. the attempt to 
suppress a report by Second Sight — the company engaged to investigate alleged 
shortcomings of Horizon — and continuing concerns of both CWU and NFSP 
postmasters mean that this issue will not subside. 
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The 'Justice for Sub-postmasters Alliance" organisation has been set up by mostly 
ex-postmasters who believe that they have been unfairly treated. However, the key 
individual in JFSA, Alan Bates, is not currently in contact with the CWU postmasters' 
branch. 

POL's position has essentially been based on the principle that the Horizon system 
cannot go wrong. However, this is not what we, NFSP and JFSA are saying. Our 
position is that however robust a computer system there can be and have been 
problems. 

Due to the collapse of the mediation scheme at least two of our members will almost 
certainly now have normal PO disciplinary action taken against them ( because they 
are still serving), which will quickly culminate in POL terminating the contract of one 
member and forcibly making the other pay back his losses by deduction to pay. 

Network Transformation 
The same arguments that we have articulated about the NT programme remain 
valid as we approach what looks intended to be a period of compulsory change. 
However, those who do not wish to participate in NT now seem to comprise of more 
relatively new entrants to the business that are in a period of maximum financial 
exposure (because costs are front-loaded). For these individuals, the maximum 26 
months compensation will not necessarily be a fair reflection on their business or 
enough to compensate them for their outlay, or a sufficient sum to make them 
change their minds. 

For the government to press ahead would amount to "Termination on the Grounds of 
Convenience". This requires a higher level of notice than other sorts of termination 
of contract situations, but what constitutes a "reasonable" approach is something that 
would need to be tested legally. 

A complicating factor is that postmaster contracts typically have no end date. 

A legal opinion on the ramifications of compulsory termination of contracts would be 
of value. 

Given that MPs were originally told that NT would proceed on a voluntary basis, 
an early question for the new Minister would be Is the Government supportive of 
compulsory change", and if (as seems likely ) they say they are not, "What is the 
government going to do to stop compulsory change?' 

It would seem appropriate to commission — either on our own or jointly - research 
work to quantify and validate our concerns about NT; and especially the performance 
of Post Office "locals". Previous work by IPSOS-MORI and Consumer Focus (now 
subsumed into Citizens' Advice) is now quite old. 
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We would seem to have a number of allies who share our concern at that this 
process: the Rural Shops Alliance, Co-Operative Group, the Clearing Banks 
Associating, Royal Mail (or their retail customers) Postal workers (i.e.: the CWU 
members who interact with locals). A round table discussion to arrive at a shared 
policy may be productive. 

There is no doubt that for the NT process to move into a compulsory phase would be 
a step change in the environment. 

But if we say to government (as we have done) "You need to pause or even stop; NT 
is not working," what would be the alternative? 

Relationship issues 

With POL 
There was an exchange of correspondence with POL in October 2014. This followed 
receipt by us of legal advice on the nature of POL's relationship with the NFSP 
following the removal of the Federation from the list of accredited trade unions. 

We would need to return to that correspondence in the event of the merger process 
being terminated. The exclusivity accorded to the NFSP does not appear to be 
consistent with particular legal obligations, especially as it necessarily means that 
CWU represented postmasters are excluded from arrangements which determine 
their contractual undertakings. 

The most salient points of this document can be summarised as follows: 

• "NFSP will reconstitute itself as a trade association or similar organisation" 
(para 2). The relationship with the PO will be contractual, which raises 
the question of EU tendering regulations. 

• Under the MoU, The PO (not 'POL") will provide funding of "up to £1.5m" per 
annum from 2015116". However, "the actual aMoUnt required would be based 
upon the difference between the revenues derived from the NFSP's current 
membership model and associated membership fees and the maximum 
payment of £1.5m pa." (para 3) This means either that the NFSP will continue 
to collect subscriptions and the PO will top that figure up to £1.5m, or that the 
current level of total subscription income of around £1.1 m will be used as a 
benchmark figure by POL in making their calculations. In discussions, CWU 
representatives have described adoption of the MoU as meaning an inevitable 
cessation of subscription income — and no-one for m the NFSP has 
disagreed. 
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• "Any funding shall be subject to the new organisation agreeing with the PO 
the base level benefits offered by the organisation" (Para 3). So the MOU only 
works if NFSP agree what services they will offer with the PO. 

• "PO will provide additional funding of no less than £1m per annum as a 
budget for grants to the NFSP". (para 4) Thus the annual gross value of the 
MoU is up to £2.5m per annum]. 

[1] In correspondence with a postmaster, the Post Office have declined to confirm that they are a party to the MOU but they did 

admit to there being a "Grant Funding" agreement that they could be a party to. This has subsequently been confirmed by the 

NFSP 

The relevance of this is that a Grant Funding Agreement is a way around 
procurement regulations and POL's own procurement policy, which explains and 
justifies the failure to use a tendering process. 

Government policy including HM Treasury and HMRC frown upon public authorities 
using the Grant Mechanism when a Contract for Services would drive down a better 
price and there are rules to clarify whether a grant or contract should be used. If 
funding is by a grant, the criteria for how that grant should be used has to be fairly 
loose and not resemble the detail that would be found in a Contract. 

However, the NFSP MoU has all the attributes of a Contract and states that the Post 
Office would be committed to fund the NFSP for the next 15 years. 

This exposes the grant agreement to challenge as it not only is designed to avoid 
procurement regulations but seeks to be a mechanism to avoid tax and VAT, and is 
not in the "spirit" intended for the purposes of giving grants. 

• Para 6 is the review mechanism. At para 6c it says that the "NFSP has not 
engaged in activities which are actively detrimental to the PO" — but does not 
define what these are. However, further on in para 6, "the PO acknowledges 
that the NFSP. ..must have freedom to undertake activities that protect and 
represent their members' views. In undertaking these activities, the NFSP 
agrees that it will riot introduce commercial risk to the PO". This is a very 
wide potential prohibition. And while PO remains publically owned, the 
proposed TTIP treaty could be prayed-in-aid as the arbiter of "commercial 
risk" were the treaty ever to be ratified. 

• Para 6 details a disputes management procedure which seems reasonably 
transparent and has a degree of independence. The real threat to the NFSP's 
freedom is the rest of the contract which ties it to specific objectives and 
restraints. 

• Para 6's final sub-para says "Should the NFSP disclose PO information that 
is confidential or commercially sensitive (as defined in the confidentiality 
agreement) or encouragement [sic] of sub postmasters to take action which 
conflicts with their contractual obligations, except where all other avenues of 
disputes resolution have been exhausted, this will be deemed a material 
breach of this agreement. 



CW000000076 
CWU00000076 

5 

• The list of things that the grant payment can be used for is at Para 9. it 
validates our view that a constructively —minded POL would want to invest in 
these things anyway. It also turns the NFSP into a delivery arm of the 
business for training and support — which complements the view that this 
contract is possibly in breach of tendering regulations. 

• Para 11 makes it clear that the document and discussions are strictly 
confidential. Where the NFSP to have shared this with us, that could lead to 
tension in their relationship with POL. 

• Para 12 stats that the MoU is dead if NFSP merges with "another" trade union 
(of course, this was drafted when the NFSP was also still a union) or "any 
other organisation". 

• There is no indication of what the notice period would be if either side decide 
to terminate the agreement. 

There can be no doubt that the MoU represents the abandonment by the Federation 
of any meaningful independence. Our relationship with them and the employer 
would necessarily change as a consequence, as the CWU would be the only 
organisation of standing able to offer postmasters effective representation. 

Moreover, the MoU that the NFSP seems poised to sign will be non binding in law 
(as that is the requirement of a grant funding agreement) and their grant will be 
given at the pleasure of POL - and removed at their pleasure with no reason having 
to be given. If the NFSP go down this route they will have given up all their 
subscription income in favour of the grant, so if the Post Office should reduce or 
withdraw the grant then the NFSP will be without any income and will be bankrupt. 

As the attached NFSP circular shows, members are apparently being misled to 
believe that the MoU will end up as a legally binding contract, with income assured 
for the next 15 years. 

CWU response 
Hitherto, we have declined to comment explicitly on the MoU, not least whilst the 
possibility of a transfer of the Federation's engagements to ourselves was a realistic 
possibility. 

However, given that adopting of the MoU will have a dramatic impact on all 
postmasters, irrespective of whether they are NFSP or CWU members, we have 
issued an open letter expressing our concerns. This is designed to reassure CWU 
postmasters that at a national level we have a good understanding of their concerns. 
It is also intended to make the NFSP postmaster membership aware of our 
position, and is a precursor to further communications which will invite those 
NFSP member who share our analysis to join with us. 
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Strategic Issues 

Government policy 
Government policy on this area of the postal sector is unclear. 

The Conservative manifesto simply pledged to secure the future of 3,000 rural post 
offices. There are no further references to Post Office Limited or future funding 
beyond 2018. However, the manifesto did include a guarantee to a right to 
mutualise" in the public sector. This may re-activate the plans for Post Office 
mutualisation that have appeared dormant in recent years. 

There are two key individuals with whom we need to establish a relationship. Anna 
Soubry MP is the Minister of State at BIS with responsibility for Small Business;
Industry and Enterprise (formerly known as the Minister for Business and 
Enterprise). 

The minister is responsible for: 

• business sectors (excluding construction, rail, and retail) and advanced 
manufacturing, including low carbon economy 

• enterprise 
• competiveness and economic growth, including economic opportunities and 

shocks 
• Business Bank and access to finance 
• Green Investment Bank 
• deregulation and better regulation 
• Local and regional growth 
• export control 
• Royal Mail and the public data group 
• Insolvency 
• Oversight of the Shareholder Executive Portfolio (inc POL) 

During the 2010 dispute, Ms Soubry become embroiled in a row with the CWU when 
she misrepresented the letters of concern she had received in her constituency 
(http://www.nottinghampost.com/TelI-sway-M P/story-12221625-detail/story.html) 

However, contacts at BIS have advised that the minister with responsibility for post 
office issues will be Baroness Neville-Rolfe 
(http://www.parliament.uk/biographies/lords/baroness-neville-rolfe/4284 - though this 
isn't on the BIS website yet - an email the Post Office sent to staff also states this). 
Anna Soubry will be responsible for the ownership of Royal Mail, which has been 
separated out from postal (and post office) issues in BIS since the run-up to 
privatisation. It is not yet clear which Minister will answer questions on post office 
issues in the commons, but Neville-Rolfe is the one with ultimate responsibility. We 
are seeking an urgent meeting with her given our concerns about the future of POL 
and the post office network 
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Another key individual, who has not yet been appointed, is the chair of the All-party 
Parliamentary Group on Post Offices, assuming it is reconstituted. In the last 
Parliament, this position was held by Labour MP Russell Brown, who was defeated 
in the General Election. 
(http://www.publications.parliament.uk/pa/cmlcmallparty/register/post-offices.htm ) 

Moreover, the secretariat to the group in the last Parliament was provided by the 
NFSP. The person that provided this work has left so it is unclear if the NFSP has 
the resource to replace him. Given the likelihood of their contractual relationship with 
the Post Office, it raises the question of how appropriate such a relationship would 
be anyway. 

The alternative to NT 
Network Transformation has been positioned by POL as the only strategy for 
protecting the long term viability if the UK post office network. The NFSP have 
embraced this approach and been handsomely rewarded for it. 

Yet there is significant evidence that the market is not as moribund as assumed. 
New entrants in the sector show that there is a market for sub-post office type 
services. But it is still unclear (and worthy of investigation) where customers are 
coming from, and how price aware they are. 

One obvious area for consideration (or reconsideration) is Postbank. This is 
because there have been a steady migration of potential (and probably actual) 
customers from clearing banks who have closed many branches, to post offices. 
The latter are acting an as clearing agents rather than full—blown alternatives, but 
this does not have to be the case. 

Given that all the main clearing banks have contacts with POL, it would be a 
relatively small step to expand current activity to include the sale of many 
financial products, and acting a a "shop window" for the banks. (An investment 
programme would almost certainly be needed as part of this scenario — a standard 
design to enable banking and postal services to be offered form the same premises). 

POL standards are in any event problematic. Industry-level returns are not being 
paid to postmasters, and little discretion is possible on selling techniques. 

Moreover, given that other mail service providers also use locals as a drop-off and 
collection point, there is little brand protection for RM. There would seem to be a 
clear community of interests here in that if the products and service offered are 
sufficiently attractive, RM will be willing to drop the competition and increase the 
penetration of their own offerings. 

The CWU did quite a lot of work in 2011-12 criticising NT and pushing for a Post 
Bank through the coalition (which included the FSB and Countryside Alliance). 
Consumer Futures and the BIB Select Committee also looked at and highlighted 
issues with Locals and the Fabian Society produced a report commissioned by the 
NFSP on the need to grow revenues. 
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The limited traction that these proposals generated is relevant for the union in 
thinking about some of the recommendations and whether things need to be done 
differently, and what it is we could (realistically) aim to achieve. 

The terminal decline of POL? 
It is widely agreed that POL is a business in almost existential crisis. It has been 
divorced from Royal Mail, which provides the vast majority of its business, with 
no guarantee of retaining the RM contract beyond the initial phase. Yet POL 
cannot be regarded, and is not sustainable, as simply a retail operation. It would 
have been an ideal network for the once and briefly mooted Bank of Big Society, 
but government contracts to give that concept meaning have been awarded to 
competitors. 

Yet there is no other organisation that can replace POL's responsibility as the 
ultimate provider of the "last shop in the village" in 3000 locations. 

Even if we were to successfully argue for the NT process to be paused or 
suspended, are POL's problems such that the business is in terminal decline? If we 
are pessimistic about being able to change the direction of travel , ought we instead 
to look at alternative means of securing the future of the Post Office Network? 

Alternative arrangements include the mutualisation proposals from 2011 but this 
would still leave the network vulnerable because it does not address the interaction 
between post offices and their suppliers and customers. "Last shop" locations are 
particularly exposed. 

Additional alternatives include a reorientation of post offices, and restructuring POL 
such that the post office network becomes Royal Mail's retail division, with post 
offices under the RM rather than POL umbrella. RM would manage the relationship 
with clearing banks as part of "post bank" operation. (Such a restructuring could also 
address the current problems of POL's relationship with RM described in the 
preceding section.) 

If such restructuring was allied to specific devices to build speed and efficiency 
through the network (such as standard sizing and maximising pre-payment, and a 
comprehensive upgrade of the IT infrastructure), it would be an integrated plan to 
counter the self-fulfilling decline of NT. 

The position of the "last shop" offices could be regulated in a more bespoke fashion 
— by designating such offices as having special status and supporting them, 
accordingly. Funds could be raised by the introduction of a specific levy on other 
products and services, and a powerful alliance of rural interests could be constructed 
in support of such an approach. 

Inevitably our "airtime" with Ministers will be limited. We will need to build alternative 
solutions as part of our representations in order to maximise the time for which we 
can hold the attention of those in positions of influence. 
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In any transition plan, clear assurances would be needed at any early stage — but if 
the goal is sufficiently attractive, these cannot be discounted as unreasonable. 
The future options for the Post Office network and our role in shaping them will be 
the subject of a separate paper with recommendations for future activity. 

Summary of Actions Taken 
Drawing together the strands of this paper, the following actions have been taken in 
support of the union's objectives: 

• We are seeking a legal opinion on what constitutes a "reasonable" approach in a 
"Termination on the Grounds of Convenience" scenario. 

• Through our own legal advisers, we are making contact, and seeking to share 
information, with solicitors employed by the JFSA on Horizon cases. 

• We are exploring the possibi lity of commissioning — either on our own or jointly -
research work to quantify and validate our concerns about NT, and especially 
the performance of Post Office "locals". 

• Consider convening a roundtable discussion of key stakeholders to develop 
shared policy 

• We are revisiting our recruitment strategy for sub-postmasters and have 
responded promptly to the recommendation being made to the NFSP special 
conference. 

• Commission research to scope possible and innovative futures for the Post Office 
network (which is not the same as the future of POL). 

• We are seeking a legal view on the legitimacy of POL supporting a reconstituted 
NFSP by grant funding instead of via a contract. 

• In the event of the NFSP adopting the MoU, we will make an application to 
provide the secretariat of the APPG on Post Offices, assuming it is reconstituted. 

• We have followed up correspondence from October 2014 by seeking an early 
meeting with the POL Chief Exec. 

• We have asked the Minister (Baroness Neville-Rolfe) for an early meeting. (A 
meeting with Anna Soubry on Royal Mail issues has already been arranged). 

IA ,- s .• . 

nfspcomp001. pdf 
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-appotreenrn of00 000ernsI re rol ter, :;ppo:nte^: icurtly by ^0SP, Pest Oifuce iandslsjtc 
undertake a further evgluatior. 

- to reiatmrta ibooetcabve, Pcst Offraock^cvlefpbatirat °e NFi hrlyymleasthe  

• Fepr ertothty-of sub-poshbaste i must nave tint freedom tour certeke o ctiviiies that 
• protevrcnd rapresentthe3e snyriosh eeoieo-yn yr ont ertafctngthese:erGf4H?eoth'etffSpayavdeC-

thai'it vat not n`.rot tce.COrrvsoerjv i iof tette P6Silfflce:'

• 

 ----- 

Where Post Office and tie I fPhaveadispute inrelatibn to theahcve,theywill fcllens the 
dispute vesolotionpracessss agreed-ifc-the-F nseofr Aesrtettrf: Thlnceill today on 

- - wrebtron process berweenthetwb'psruee and if at the end of tt:is proce>,•.a'mret'vally - -
• accepcable reso?utiad has not beet idenytud, the'ptrtles vr`dft3iee us= „r, ;rdeper,dent 

Atediau o Isourted from CE➢R) to river d evn thit action 

Sho-if rlieiv:-SPuuclasa Post Offica- n'fbrmationthat iseesPde ntfa;Orcrmimeradliy 
sen-iihoe (asdegoed w"rhinthecorfidentialttyagreemenn oreaeuuragorsorrtufsab - -
' postm-saes to teke action wr„rh rc rslitn sFiith their con tract--.,al obligations, ehcept where 
afl atheeaveraes of reso uticr; hav=_ bee:i exhauster, Oh vi111h- deemeda ^natwial breach 
of thin f .neatMal_eiai 3,-1, "l imevedatelvtrigyer t'edisputa rescltttion praes3 

- ao8 she ?dt:^esh atror nc t:6e rero=dieri tattle r, atf entimocale[ days), thenthe Poer 
Office will havetharighttase:v2,evticeen this agreement - 

7, NFSP Cupp'drt for Netwark.Trenufarrnatioe POSt Ohm e evithe NP5P have blocked closely 
opdeeeloortgthe ratted a}rotaa rf to'NetwerkTrahsfa-tegti.,n: Thetlphhthaeefore 

-under 'Kes"^ppa'tt etoltouf Qfittle programmeon-yptlt tha agreee€F,nanCra! 
atrat e oetsfor Notch Tru , aY~ort and o Fan for ttoterurk rranstw- nation+ through to 
compiereceoneniee o::hecne oo ti,itymataoyf try thin: `f SPaedbestofbtes.vit 

Workcloselytogethertoeeouretna: the objectives and requirementscf Network  

Transformaton oreef ethrey cornn,unicated and aorbraced by cadent 5vbpostmar ors and 
- - future operators. 

- S. IIrgavrisatianaisupportpayirtent-operationaltruidng°tltiswiliiackidgtl+efalb,wingceme 
klemenist . 

fundingtlie day todayopeeatl rofit,e nevi ur ae srshen 
NFSp rnernbarslip of hO User Coo n yengagement structwt, 

SubjedttawrKtect - 
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In Strictest Corildertoe- Sutjeat"tor oat teat

9. Grant fadiolg- benefits preset by NFSP -NFSP a required topedvideciearned 

neasurabI - ben 't to aperators in return torihe funding- A Pitt of pnsslbie benefits Is set 

tat bel0<v:' 

• .JFSP provide skillstainidg to rerun tart 'at the recognised experts fnthese'areas-

fomssedcnopera;is:7alas
• Provide input intG oper. rcal/producq'Lutinets revel'oprnent including brtiness.Casa _  

cereloprnenL _ . . . . 
• SUpportfortra ._sdri)eof PO gwiru

• Support krclSar Pest.n ice sates programmes [td operator' and roxornersitrrcfdding

• 1.-, -r YforaE r'=?FFSF campai~ns.- -  
^ Jom' put?intion adG^finis:erect etc by nFi P. - . 

k —.,d. r-Icpme--d fund1; ak,dt e—rc+af achleyemeof 
ftusinrsdevelgpmerrtra5crurre ,eccnd:. - 
-------------- -------- --------- --- - ----5 tithes - - -  

• 5uoport Is. M., stery'shopoing _ . . 
• Se~Pporr nor [ra,^.cF Siz;tlards ' 

• Suppar -- --,p-Clvcv_w np-atatS .. -. ..  

-  • Suptorrort -•  atmentacfivi2y. . .  
`' - - Dates support Latal-utiottres .. , ..

Development 'e•E.. or. EXG0ns1L`fl :  .
. , SaPPor't/adM^- 4AgentsErgagemerRSurvEy 

. . - Support far Tocit Car-porateSacial.Respem;bMt, aclvty  
• SrmcorforStokenolderForum/Miitpaliaationjournay 
• FicaiSipr  retc1 ttatioriery diStiiE.,tic- - -  

.-  - A, L F m ider diving and resolvingtsernce delivery issues

e_ l,nowfedgethitthz IAn- r:mdum of ;hide: ar =t>s nut rhepnncipieS 

ho- wi l I , the 6niis oF.a Fra -otk._noment to be ;:eveloWd otttth,, bV

'..5psu3ion vtith SiS) •'c i the mta t,-r,,t a iegalig b'................ii -  v;ill (fie 

negotia•ted, published and in pla by [ddrej

L. These proposals and the wider c u:air:ns ,,n fi -.................I- -  --Ili-e NFtP 

arc p-iv;leand confiden-a!-aadaraot:?oH;-9va.z;dar ahared:wit}i'ar pane ,~a;Fer char? 

ite s 1relaider"yf Pest Offkel withutth-t oThe; i -'— s evwrzsa writ---- mnsem. 

YZ n P1 n rard;r, nt .nBerstand n„vi'ill ceacr••o heve ar. fr.rtnereffect if the PlbSP fnerges

v; h -ri ior or am;-nfherorganisa.i arc r does not ratify dad ía iOtt tIan reteiant

Special C erence.

post offco Lrr•.iterl:- - -- . Nationalpedc-raLicrt at Sabpostnanters 

_ , Subjecttf restrict -


