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

2. Scope
The scope of this policy includes any serious breaches by Subpostmasters and material breaches by
Operators of New Model Agreements. In the case of Operators only, it should be noted that a
succession of non-material breaches may constitute a material breach. For non-material breaches by
Operators the Contract Deployment Team should refer to both this policy and the esta’%j;,,;hed corrective
action process. For less serious breaches by Subpostmasters, the Agents Contra, eployﬁ’éﬁnt Tea”', 4
should refer to the established corrective action process.

This policy does not apply to Franchisees or Franchise Agreements. 4

3. Glossary
Word/term Definition 4
Agent(s) Encompasses the terms Operator and
Office franchisees /
Appeal The appeal process set out l@
Assistant

h of the‘Agreement between Post Office Limited and
hsch could entitle POL to bring contractual action to

Material breach
(New Model
Contracts)

Refers to all NT models, including Local and Mains.

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

Non- material/less | Albreach that does not give rise to a right to an immediate right to
serious breach terminate a New Model or Subpostmaster contract

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

POL/We Post Office Limited




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

Serious breach A breach of condition of the Subpostmaster Contract

Subpostmaster The holder of a Subpostmaster Contract and includes the term
Subpostmistress.

4.0 Introduction and purpose

r
4.1 Introduction ”%i%
The formal roll out of the Network Transformation Programme began in 2012 Goverr%@ént in

committed funding of £1.34 billion to transform 6,000 branches into New Mode@ /
subsequently provided funding of £640 million (subject to state aid clearan@g to t%@ i

rest of the network. These branches will operate on the New Model cor ctam terms and
tract. As st (g%‘:ohcy is required

/
to deal with breaches of contract in the New Models and Subpos maste%// tract

4§<’<%

e
abl e) before reachlng adecision.

Y 4

\‘Z; "
5.0 Background r
This policy mandates what deci

6.0 Change proposal

In an Agent's hfecyoi/'{ mal
)

sis on which these decisions are made
- The person within POL who makes the decision

The policy is to be used by the Agents Contract Deployment Teams, Agents Contract Deployment
Managers and Appeal Managers (where applicable) and does not require any changes to be made
to the contractual agreements, neither New Model nor Subpostmaster contracts.

6.1 Intervention Events
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Intervention events are events which require intervention by POL. These events may be a result of
communication from another team e.g. the Branch Standards Team and/or the Audit Team, or
from other sources such as customer/client complaints.

- Examples of Intervention Events: any indications that the Agent may not be performing
their contract properly and/or customer complaints. An intervention event could be a
material/serious breach or a non-material/less serious breach.

Uy

\‘é}/vf .
m%ﬁrs

- Decision maker: Before any action is taken the Contract Dep!oymen%%am

-

L
decide whether an Intervention Event has actually occurred. ThIS shou

6.2 Consequences of Intervention Events

When an Intervention Event occurs, it will usuaHy !ead ¢

Contract Deployment Team will need to:

required. This should be achtevet ¢ ,;gg{

Branch Standards Team and/of A Audit te% f%
L
For Operators of New Mé%/@s

with the Operator o&%%;here s@su‘%ssnon (usually more than 3) of non-material breaches, this
y%%/ S
may (dependmgion a@ s) constitute a material breach and could lead to immediate

%%’%g I%‘%lel Contract.

Decisi :
u'*_/{%/ y /
succession of no%ﬁ%nal breaches is sufficient to constitute s material breach and should then

seek advice fr&y Legal Services (vaa email through Paul Inwood, Agent Contract and Policy

A non-material breach will be recorded on the Operator's record for a 24 month period. After 24
months, these non-material breaches will be disregarded by POL when considering the
appropriate action to take, and will not be regarded as accumulating to a material breach. Any
further non-material breaches should however continue to be recorded and monitored to see
whether more than 3 are recorded in any 24 month period. When considering whether an
Intervention Event requires any further intervention from POL, it is important to be aware that
doing nothing about a breach may mean that POL is understood to have accepted the breach and
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cannot complain about a similar breach in the future. This risk is relevant in determining the
appropriate steps to take when a breach arises. If in doubt, please seek advice from Legal Services
(via email through Paul Inwood, Agent Contract and Policy Development Manager) .

Again, for Operators of New Models only: There are certain breaches in the Agreement classified
as being material breaches. They may be further classified as material breaches which are not
capable of remedy. The breaches classified within the Agreement are not an exhaustive list and
other breaches may also be material breaches and may or may not be capable of remedy. This
depends on the circumstances of the breach and legal advice should be sought or@hether a

breach is material and/or capable of remedy when this is being considered (v é//a ema’%;oug P
Inwood, Agent Contract and Policy Development Manager) Ty . %ﬁ/’{

Paul Inwood, Agent Contract and Policy Dev lop 1

' f the Agreement. This may be appropriate in
l need to be registered but the registration
period is longer than 14 day§ dld be %;ed on the Operators record if an extension is given

warning lette fﬁy%”% %pe breach and how it should be rectified.

should%} noted that there may be circumstances when an Intervention Event is

r%

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

- Examples of Escalation Events include but are not limited to: adverse audit findings;
breach of restrictions/private business clause; non-registration of Assistants; loss of right to
occupy premises; breach of data protection or confidentiality obligations; unauthorised
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change to opening hours; not complying with regulatory requirements or training; not
attending training provided by POL; and, in the case of Operators only, a material breach
which the Operator has not remedied despite having been given notice of the requirement
to do so, or a material breach which is not capable of remedy

- Decision maker: As the action taken by POL is likely to be more significant for serious or
material breaches, it is imperative that the Contract Deployment Team lsgtnsﬁed that the
action they propose to take is commensurate with the breach that has been %

suspected/confirmed. This should be discussed with the appropnat%@@%kfor

Manager)
6.4 Consequences of an Escalation Event

Once the Contract Dep!oyment Team has |dent|f|e%b i
hrc;;m%ﬁces may be required.
&

>

A
7.0 Suspension o 4
N @@ //
For all Agents, the default position whene a’{%n ent has been identified should not
automatically be suspension, and, OL: d. ) recautionary suspend where the contract gives

(i) Further mvestlga@%l suspected breach is likely to be difficult or impossible without
it; or :
<«

In reaching a’z lecision o%precaunonary suspension POL will take into account all relevant factors,

mcI%@u %’ Mto the following:-

%; (a) RISK% POL funds;

Ut
b%fls k to POL brand or reputation;

(ii)

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

(d) Impact of suspension on customers and clients;



(e) If someone has suffered loss or damage as a result of the suspected/confirmed breach,
the identity of that injured party i.e. whether damage is limited to POL, or whether
customers or clients have also been damaged;

(f) Whether the Agent has cooperated following discovery of the Escalation Event including
whether there has been any attempt by the Agent to cover it up;

(g) Any relevant information provided by the Agent as part of an informal discussion/
telephone conversation/ written explanation. (It is for the Contract Adv:s% to exert their
judgement in each individual case to ascertain whether the c:rcumstances %reasons\

given are pertinent to the reasons for suspension.)

ﬁﬁ/,%
the ﬁperator

%
% to suspend the Agent, a letter should be sent
to the Agent to inform them%

elr,sus SI n (which can be found at the bottom of this

If the Agents Contract Deployme %t ﬁé@a%

document).

Team// %e d to reacl}% decnsuon based on the individual facts of each case if preliminary
enq es sugge@%}%%{vdl be no further investigation and Legal Services should be involved

7.2 Discussions

For Subpostmasters:

The process remains unchanged, they may be invited in to a Reasons to Urge interview which is
formally recorded and copies of notes provided to the Subpostmaster. POL’s position on their
option to have representation present at the RTU remains unchanged from the Friends at
Interview policy which can be found at the bottom of this document.
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Subpostmasters may also continue to provide a written representation if they so wish.
Informal discussions:
For Operators only:
- There will be no Reasons to Urge interview.
- Operators of New Model Agreements do not have a right to an RTU or to attend an
informal discussion throughout the course of the Contract Advisors m)%sttgatlons
, -
- In exceptional circumstances, the Contract Advisors may decide to invite the 06@[ or
NN \
an mformal discussion usually w;thm 14 days from the date of the all@ discuss

in the course of the mvestlgatlon

- This should not be used by the Contracts Advisor as a%ct fmd@;xerase but an
opportunity for the Operator to tell the Contrac S Adv;s%helr vn%v of the on the
circumstances leading to the breach an xplar how or why the breach
occurred.

purpose of any such otes is;
provided to the O@rat é Ithough the Operator may take his own notes if he chooses.
The original uld % ept by the Contracts Advisor and retained according to the

s.ondocu iment retention.

t A v%@ needs further clarification on matters but the Operator does not
' Operator may provide a written explanation to provide detail on how
;, sach occurred. Alternatively the Contract Advisor may telephone the
Operagﬁr t&/ iscuss these matters. It is important that this remains informal and is not

%
g@compa /yble to an ‘interview’.

Representatlon/persons present at informal discussions:

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

To have a representative present would formalise this discussion and go beyond the realms of
the purpose of the informality of this discussion.
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However, in exceptional circumstances the Contracts Advisor may deem it appropriate for
another person to be present. It must be remembered that this is not an automatic right. This
may be if the Contracts Advisor feels that the attendance of another individual would assist
with the progress of the discussion.

If an Operator asks if they can bring another person and the Contracts Advisor deems it
appropriate for reasons similar to those above, checks should be carried out by the Contracts
Advisor to determine:

- Their full name
- In what capacity they are attendmg

/:

.

usual work be exposed to the sensitive information pertag to @L oper t]
L Y

il &%; > 'r' e procedure and is not
POL’s intention. If the Operator wishes to m ith a, lav@;;r Legal Services should be
contacted promptly (via email through Paul Inwood,/Agent o%%ract and Policy Development
Ween wi ntracts Advisor and Legal Services
to decide whether a lawyer from PO 8 %v 3 d and arrange availability if
necessary. @ !

An Operator must not bring a lawyer to the discussi

Contracts Advisors must not

)

informal discussion. To % SO
N
%

In making a 2c1snon alf@,lt %at contractual action to take agamst an Agent (if any) the Contract
Deplc} mer [ al

f | “e
%i/ a) Im%ct and on-going risk to POL funds
@

c) Effect of termination on customers

pact and on-going risk to POL brand and reputation

d) Effect of termination on the Agent
e) Anyrelevant information provided by the Agent including any mitigation presented

f) Directinvolvement or responsibility of the Agent in the actions which led to the breach

POL00088475
POL00088475



POL00088475
POL00088475

g) Impact of the breach (as distinct from the proposed termination) on customers,
suppliers and partners

h) Identity of the injured party (if any) who has suffered loss or damage as a result of the
breach, and whether this party is POL, customers or clients

i) Agent's history i.e. service length and record, previous written directions/warnings etc.
i) Legal advice

The Contracts Team must show their detailed reasoning in relation to the above in t//%pro forma
7 L

and explain why points are preferred and others disregarded. %f%@% 8%//
€ /{/'é%%//
There should be no ‘starting point’ and consideration should not be rticular

that needs to be made clear in the pro forma. If the Contractjp ploy%pt Tean@s are presented

with a situation that requ:res a more complex assessment oft circumstances they should always

S

ct and Policy Development

to automatic appeals when a decision
%

appeals process for Operators %e

8.0 Types of Action

Operators

.
(ii) Wntten direction (this may be subject to conditions; e.g. repayment of any missing POL
cash/stock and/or the Operator being willing to accept support intervention)

(iii) Suspended termination

(iv) Giving notice to terminate for the period specified in the contract, or a shorter period if
agreed in writing with the Operator. For Mains, either party can give 12 months' notice to
terminate. For Locals, either party can give 6 months' notice to terminate. In each case,
the notice cannot be given so as to expire before 12 months' from the start date.

10



(v) Immediate termination

Operators of New Model Contracts do not have the same terms and obligations as appear in the
Subpostmasters' contract and there are key differences in the types of contractual action that
should be taken (see section on Subpostmasters below).

In particular, it is not correct to use the term ‘warning’ in letters to Operators. It is imperative that
we digress from phrases commonly associated with contracts of employment. Operators should
instead receive a letter detailing a ‘written direction’ of the appropriate course of;ct:on they are

expected to take in order to remedy the breach.

oy,
As previously mentioned, Operators of New Models do not have a nght of ap@;a

In addition, Operators are not able to resign to avoid terminatio wevé%% i hé@ OL or the
Operator can give 12 months' written notice to terminate (for ains)er 6 mor‘%as for Locals). The

Subpostmasters

Subpostmasters operating Subpostmaster Contl St bject to the following actions for
_ B G
breach of contract: @g/

(i) Written warning

(ii) Final Written wav“
%?//

(iii) Suspended ter :ci )%?hls may be offered subject to conditions

&@/WW% terminate

/ K'/& - Q%/

] ,medlate“%rm ation

Y 4

erating multiple branches on different contracts (e.g. Subpostmaster and New Model
contract) Contract Advisors must take the contractual action POL have the right to take under that
specific contract and ensure they are dealt with distinctly.

If an Agent breaches their Subpostmaster contract and are terminated they are still able to operate their
New Model branch.

However, if an Agent breaches their New Model contract and they are terminated POL also has the right
to terminate their Subpostmaster agreement, because the New Model contracts contain a provision

1"

POL00088475
POL00088475



that allows POL to do this. Legal advice should be sought before making a decision on this (via email
through Paul Inwood, Agent Contract and Policy Development Manager)

9.0 Proportionate outcomes

Any decision made by the Contract Deployment Team must be based upon the principle of ‘balance of
all probabilities’ and be commensurate with the severity of the breach. The Contract Deployment Team
should assess and investigate the full implications of taking contractual action and give due
consideration to the other, often less severe, options available to them.

9.1 Suspended termination

breach may be lost and/or the breach may become accepted uﬁ |
performance for which no remedy is available to POL. e

(e.g. absent Subpostm%r%é r and Assistant theft). In this mstance the Contracts Advisor
3 m%xa%%@ermmanon of the contract but suspend that termination for a period

' int must comply with whatever conditions the Contracts Advisor determines,
bet ?t attend@ce for re-training, exclusion from a branch of named Assistants/managers and/or
Impr%ment st internal monitoring processes. These would not be designed as a punishment
but as a means of rectifying weaknesses without which risk to Post Office cash, stock or reputation
could continue. The Agent must agree not to repeat the breach in question.

If further material breaches are committed in the 12 month period the Contract Deployment Team
should assess the seriousness of the most recent breach in isolation from the previous breach. If
both breaches are of a similar nature or if the second breach is itself a material breach for which
the contract could be immediately terminated, the Contract Deployment Team may decide to
consider terminating the Agent's contract with immediate effect. Legal advice should always be
sought before doing so.

12
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10.0 Recording Database

It is essential that the Contract Deployment Team ensure that an accurate record of the breaches
is maintained as they occur, with a clear audit trail to show the decision making process, including
ratification by the Agents Contracts Deployment Manager in addition to any evidence that was
presented by the Agent. Records of notes made when in communication with an Agent should be
kept and filed according to the business rules on document retention. This will greatly assist if any
challenge were to be brought against POL, legal or otherwise. %,

11.0. Process . v
Process maps to assist the Contract Deployment Team with their decision making are %%embedded in this
document and should be consulted for every case. ’ >

12.0 Applicability

13.0 Related policies
Burglary and Robbery
Changes to Opening Hours
Underperformance
Corrective action o d
NT fund recovery in SPM R%%a&/rmination cases
NT fund recovery in post 1t

start date termination cases

) |

N ¢ . :

Itisi /gantﬁ;ﬁmderstand who or what is legally responsible under the New Model Agreement or
Su bpostW Contract. The person or entity responsible under the contract may not be the same as
the people who are Assistants within the business. Agents are operating under contracts for services

and are not employees of POL.

The most common types of business structures are set out below:

Individual or "sole trader" This is a legal person who has entered into the contract as an
individual, and not on behalf of one of the other business
structures in this table. This means that this individual is legally

13
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responsible, subject to the terms of the contract.

Limited company

Director(s) are responsible for running a limited company. It is
the company itself which it is legally responsible, subject to the
terms of the contract. Whilst POL may address correspondence
to an individual within the company, such as a director, it is the
company itself which is legally responsible for its actions. A
company is therefore not the same as its directors or
employees. Every limited company has shareholder(s) which are
people or organisations who own shares in thcompany. A
director may own shares in a company but do

Partnership

This is a business structure in which each
personal responsibility for the business.
individuals or limited companies. Pai

15.0 Standard letters

LIST OF LETTERS TO BE USED IN NEW MODEL CONTR,
INCLUDES COMPANIES AND PARTNERSHIPS). /

THESE LETTERS ARE NOT TO BE USED FOR S

Important note:

A number of these letters include footno
before any letters are sent out and by
letters. Footnotes are deleted by sgm@én
text and pressing delete. Footn ca

footer of the page.

Highlighted text should bﬁ&%@
highlighting should be remo
appropriate it should

Breach is id

EN

.ed%

ey have been highlighted in pink in the
te number e.g. 1 where it appears in the main
i d from within the text of the footnote at the

eletedh, Gu @@nce is given on this in the footnotes.

T suspended Operator:

Number Letter name

Description

A problem is identified. The Operator is not suspended. A
letter notifies them that POL is investigating.

A1 Notification of
investigation letter.dc

A2 Update on investigation The investigation is not completed and a holding letter is

sent to the Operator to update them.

A2 Update on
investigation letter.dc

A3 Invite to informal
discussion

A letter to arrange an informal discussion.

14



A3%20Invite%20to%
20informal%20discus

A4

Notice of conclusion of
investigation

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

W]

A4 notice of
conclusion of investigi

A5

Written direction to

remedy breach

breach within 14 days. This is a writt
than a threat to terminate.

circumstances e.q. ift
investigation.) i

A6

Notice of termination of
agreement if breaches
not remedied

A7
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%AG Notice of

termination of agreen

Immediate termination following a failure to remedy
breaches within 14 days as required by letter A6 giving
notice to remedy.

A7 Notice of
immediate terminatior

Efj otice of immediate

The investigation is concluded and the Operator's
Agreement is immediately terminated.

A8 Notice of
immediate terminatior

A9

Notice to terminate in 6
or 12 months

6 months' notice to terminate for locals or 12 months'
notice for mains. There need not be any breach for this to
be used and this can be considered as "termination for
convenience"

15
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A9 Notice to
terminatein6or 12

A10 Consequences of Letter notifying a locals Operator of the consequences of
termination for LOCALS | termination.
ONLY L@ B
A10 Co;\sequences
of termination for Loc
A11 Consequences of

termination for MAINS
ONLY

A11 Consequences
of termination for Mai

Breach is identified HAVE suspended Operator:

Number Letter name
B1 Confirmation of
suspension template
letter
B2 Consequence
suspension ten
letter LOCALS O %
%, @ B2 Conséquences of
7 suspension template |
B3

&

A letter is sent to inform the Operator of a mains branch of
the consequences of suspension.

B3 Consequences of
suspension template |

B4 . pdate on investigation — | The investigation is taking longer than anticipated and a
@%f% "suspended Operator holding letter is sent to the Operator.
precedent letter
B4 Update on
investigation - susper
B5 Invite to informal A letter to arrange an informal discussion.

discussion

16
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B3%20Invite%20t0%
20informal%20discus

B6 Notice of conclusion of The investigation is concluded. The Operator has not
investigation and committed a breach and is reinstated.
reinstatement @
B6 r;otice of
conclusion of investig;
B7 Reinstatement of The investigation is concluded. The O
Operator subject to have committed a breach and%eins
conditions conditions. 4
@ :
B7 Reir;statement
Letter subject to conc
B8 Written direction to The investigatio
remedy breach have committed‘a !
breac n 14 days. This will be either before or after the
Oper: state%epending on the circumstances and
e%ms is a written direction rather than a
inate.
irection
breach lett
B9 The investigation is concluded. The Operator is found to

%@ “'J/’, S,

have committed a material breach capable of remedy and
is invited to remedy the breach within 14 days failing which
the Agreement will be terminated.

B9 Notice of
termination of agreen

B10

G
%%ﬁ

S|

reaches have been
remedied and agreement
will not be terminated

This letter is to be used where the Operator remedies the
breaches following receipt of a B9 letter, and as a result the
Operator is reinstated.

B10 Reinstatement
as breaches have bee

B11

Notice of immediate
termination of agreement
where breaches not
remedied

Immediate termination following 14 day notice to remedy.

B11 Notice of
immediate terminatior
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B12 Notice of immediate Immediate termination.
termination @
B12 Notice of
immediate terminatior
B13 Notice to terminate in 6 6 or 12 months' notice to terminate.

or 12 months

B13 Notice to
terminatein6or 12 n

B14 Consequences of Letter notifying a locals Operator of the consequences of
termination for LOCALS | termination. % »
ONLY . -
% % n 4
B14 Consequences %’% y i
of termination for Loc
B15 Consequences of
termination for MAINS
ONLY

Number Letter name

C1 Notice requiring

is identified. An assistant(s) is suspended. A
nt to confirm suspension.

C1 Notice requiring
Suspension of assista

The investigation is taking longer than anticipated and a
holding letter is sent to the Operator.

C2 Update on
investigation - susper

A letter to arrange an informal discussion.

(3%20Invite%20to%
20informal%20discus

18
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C4 Notice of conclusion of The investigation is concluded and the
investigation and Assistants/Manager is "cleared" and is reinstated.
reinstatement @ :

C4 notice of
conclusion of investig:

C5 Notice of requirement to The investigation is concluded an
replace assistant/manager | Assistants/Manager is foun
required standards and

C5 notice of
requirement to replac

breach of the Agreement, then the appropriat ! ario A can be used, with
specific reference to the facts of the specific si issincludes a situation where the

Operator refuses to replace an unsuitabl /
nate the Agreement.
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