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Horizon

At its April meeting, the Board had concluded
that its interests would not be served by taking
immediate action against ICL for contractual failures.

The Treasury study headed by Adrian Montague of the
PFl Unit was now under way.

Project slippage now meant that a key milestone date
of 5 October could not be achieved with consequences
for the whole project timetable.

John Roberts and Stuart Sweetman had met Frank
Field, the Social Services Minister now responsible for
the project for DSS, on 5§ May. He was thought to
consider Horizon an obstacle to his long term strategy
for delivering social security benefits. Efforts had been
made to persuade him it was, instead, a route towards
his strategy.

Frank Field invited The Post Office to join the DSS in
issuing a Cure Notice to ICL to take necessary
corrective action to meet the terms of the contract
within 13 weeks. He also asked that the matter be put
before The Post Office Board.

Legal advice from The Post Office Solicitor and from
Slaughter and May was that The Post Office was
aiready protected legally and that it would not be in its
interest to issue a Cure Notice at this stage; if
necessary, this would best be done following the
Treasury Review.

Although the contract was signed jointly by DSS and
POCL, the former could act unilaterally, albeit this
would create presentational difficulties for them in
explaining why they were acting unilaterally.

lan McCartney had met Frank Field on 11 May and
had withdrawn DTI objections to issuing the Cure ‘
Notice. It was also understood that Treasury officials

had taken a similar position.
Taking fully into account:

- the latest project slippage
- the likely consequences for ICL :
- the absence, at this stage, of an alternative POCL

strategy
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In Strictest Confidence

way. 250 general administrative staff had already been
transferred from Parcelforce to Royal Mail.

thte[y. Dick Wheelhouse had been appointed Project
Director with an immediate priority to determine
appropriate timescales.

To determine timescales for the lottery project before
the June Board meeting

The Chairman and the Non-Executive Directors
formally congratulated John Roberts and his team on
the outstanding results achieved in 1997-98

PO98/54

Provisional profit for 1997-98 now stood at:
Royal Mail £547m

POCL £33m
Parcelforce  (£14m)
SSL £5m

The group results for 1997/98 showed a substantial
record profit and capital expenditure was also the
highest ever reflecting greater rigour in control,
particularly on accommodation expenditure. The EFL
expected outturn was £338m with a £22-25m surplus
to rollover.

The Parcelforce full year target of a £15m loss

had been reduced to £14m. The 1998-99 Parcelforce
budgets based on month eight contained balanced
risks and opportunities.

Counters’ had come in at the full year profit forecast of
£33m. The uncertainties surrounding Horizon would
need very careful management in 1998-99.

SSL produced a profit of £5m against a budget of £9m.
The budget had assumed a major upturn from the half
year with increasing telebusiness income. The upturn
occurred, but at a much lower level than expected.

Tribute was paid to the finance teams as books were
closed exactly to forecast within 10 days.

It was agreed that Richard Close would report to DT
the forecast outturns at (i) above and would seek
agreement to a Parcelforce target for 1998-99 of £(9m)
against a budget of £(12m), with an assumption that
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- commercial freedoms should apply across the whole ‘
Post Office as one entity

PO98/56

30% of mail passes through PRDC. It has beén |
subject to disruption by a relatively small number of
trouble makers

action to tackle the problem carried a risk of escalation
throughout London which would be difficult for the
Union leadership. There was, therefore, a good
prospect of containing the situation within PRDC. The
union leaders should be led towards a fair and
equitable solution.

lessons learnt from PRDC had been well documented
and were relevant to Mount Pleasant and the
international hub

in pursuing the actions set out in the paper, fairmess
and consistency would need to be demonstrable. Firm
action would demonstrate that employees could not
take unofficial industrial action with impunity. The
existing EVR provisions and package would be used as
necessary.

The Board agreed the proposed approach in the paper
and noted the risks in the recommended process for
tackling strike action

P0O98/57

Noted

P0O98/58

Agreed

PO98/59

Noted. Details would be passed to Government two
days before the announcement
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