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Dear Mr- Waft 

' GRO -.-.-.---.-.-.-.-.--. 

Mr Edward and Davey, H Hrrenetey Under `wacretary of State, Department for Busin . 
innovation and Shrla, ban w,ved we hr r F sp::srld t - you on th e par: . -me 'taryquestions 

that you recent asked on the Pmt Of f ice Horizon computer system 

As your recent questions cover a range of issues, I believe it would be helpful if I could 
provide some context by briefly describing what is generally considered as Horizon' and 
the role it plays within the Post Office network and the accounting undertaken rtaken by 
sbpstmasters.. 

Lot me 'Ire's at the o:. tmt that Prwt Office LW is full% confident that the Horizon 
computer system in its; h ar thor, err all the accounbng t rw around it. onohhr 

?€ postmasters to account accurately for the tran sactions they rr . r aril r .€ 

The tem hen tm an  t er ten years. In that tame arcn:1: twrrtv tlm.;s.ri

subpost"taster's have usr:i it €n pe ''wming many millions of successful week  and 
monthly f€nandol recowdetnnr bety,,'eery the cash they have in the orIica and the 
transactions they have henril ?1, , Tie :dar 1ucn 5ytOiT hun bertha rigo uuHs test d. The 
Nabonal, s ,.t €w.'rc£:L€ti €1_ .of Subpusr -r`E, sU--,ris, which renresents suhou<ss. ,lmsters tin u htut 

the country, has expressed its full confidence in the accuracy and robustness of the 
system . 

Tried and Tested Processes 
For the tiny fraction who have not been able to recent le their c, wb and transeact€;ins, 

there are toed and tested s, st,Erms of checknh. avddrrg and follow tin, up to determine 
what has happened r r1 sir =..irie: 

transactions m hi . have been rn€skewed (entering 100 earned of 3. ?), 

a c .r "', rrrht hays' har'r 4 pd nor t ` "ouch change C ge 

 
transaction, a r. 

n r i 
:~€ d hove E b Jttei 9.. 1..? r ke the , , -,- y tc the tr~aE rsaction. 

The check ito cod <_t,ti fr.rr q cvatrm in place riry i've out:w:31 oil €.1. r ,'on Ee' 

atdsfact'on '. Phase e, L3€'=,F,r". 1?rir_Ef ;a are caused by the  same k€1< of 1.n1---dl day' "_to -- day 

mistakes x. and tlorri'3', e : : rrc that n. eF'' iatVge bark, 
or. 

'cubic' o'.Ul'ia unper.eree.

r, „ or a. ;r. t:tc) c tsz]+S E c3 U sf r=,i t tarp .'sf;s rres, w oi'>4£: >? f =ttzyt' u€ £ufac 1':, cu Y sy , , ? 1 a E . .:3;1' 8Ei(i. 
'?' # Ott k ,''(t ti .. P rs€ 00e xe c1 t'tte f' r€;=; cf Pod ur.c Ltd 
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in an extr=t rn iy small number of cases, aftee all here checks have been undertaken, 
them mrnairs m;s sinq coons That cant be acre nted fm Where such surnss are 

epoCcant, Pest  Office ltd may take ect on to e=nd the subpostrr ester's contract. 
Taxpyers Cnm-,-ey € s nn' used to Post L ffi3,- t 'Lte, and it is vital toot @ :1erytbong 1n F. t.ii.•' 

accounted for. If cv nitica:',t money is missing saber as a result of lack of sufficient 
con one once by tl.0 suhpa naneen or their otch or, in extreme and very rare cases, as a 
rsse t or ...iai).) ?mo (`Where we d?-:an duane ace no tolerance) _ it is not appropriate for that 

suh ontr ,mtt: ; to condone to operate the °.,ranch. Post Office Ltd vail then, seek to 
appoint 5O.TittenC new, to take over. 

Court Action 
Thme hav ` been, a limited number of cases 1, oere Court action has been taken ovei

..

missing 5i,. s of pubic money. In corns of these cases, the suonmemnaster has reads 

ahenotuns anainst the H,.rizon system thOt r'ccnrds their transorti..kns. The Courts oaso 
Con,  rti 1! upheld Post Off on t t A,C 

p.. t.. "3 that the l"'..J€  n system is •1ccurate aaos 

reliable. t hoe former sebpostrnastems have. ho on  cetrvir.tcd of fa€e- amount  a f;r.er 
theft, €tie. of course, the C£`orte teat have convicted, not Post Chf€f t, Ltd. In some. n 

the ibpostnsnsterHeodecl Luii`y, ri t t t R u l c .r Offi  €. Ltd bed to l;r. girt 

ev,der e, . t i , is<: C )LA. t id E1 n t.;.,r1vat on (t1 E1tduul 1f I#  rl 3 a s Lot the 1 . ,,. ii: 

ha s..mx. wi' F its t na.. oE<w.: f. d.,. ,.iii. U-iat the individual is guilty of the offences w0i,

` ha fn Love o been chat pod 

The, Honvon system is men by score counter clerk, in ssuogw_to ices and in Crown 
branches every hey. It is used eff ctt°vety and successfuUly. Each person using the system 
has an individual lu , ::., and ,password, so all the transactions they undertake are 
recorded as being done by them en rnrudjau. Each is a l to "€i(3, off keen .d the 

trane errior the,' t am undertaken whenever they wick h : rCre-'.ve training en the 

system a f, eve Cdl omens to ? ;f fi'' _ .. tt: amine them Th ryomon f rr  n's efficient 

s rmion to our r:.-s!n ~r°-, ft pro it.nc n= r   P;ie wit. ; er3d .'feb with an effective too! 
to accurately e E nfhrontly manage their day to day operations. 

Hay i ;::. 3•, t _ b h ieee: _,gmood context, I would like to consider the > ues:Eone that 
yOL 3 kCiv` _ ;>E 

You 3 Au 'oked about the numbers of prosecutions and tnve5ti al.'...ns instigated by Pont 

Offie.t Ltd as a result of "financial irregularities on the Horizon eoroputen system w:iie ; 
have subsequently been abandoned. 
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Discrepandes 
,. 

Fi nanciat r. :'t; {..€ heft ref:ect situah.i) ss where the cash or stoci that should be in the 

I" 23  '1 urdntt t r Mt deft cr"€tcro-.1 into she Herb on system, s at thee. r; 

d scr esr y might .ease:' when  .he ca ft  and stc:et€ that is he!cl, ci be e fi e Es short

against the arireuni that it"!cwd be 'n the eiice in acreaccordance wit: tee tran ctftrw 

u d . .sir. f and r rpe ' bj f c sub"Aost.master or P C liiKe clerk As has been 

fir of s, c`x;.la 3 € i y at:p=:'i for a 1 Yg o ieasor.s, It may well be bat the 

issue can be qty .i,.:; r eSi, veri i , ti auce. r .aci ar '., !-.iere.femg the issue that as caused 

the shortage. 

We move into the area of •e  angy..€al irreg.:lar ' nty where there is a signiCcant foss and 

there is no clear .rhti,:al. exelanat€c,: most kept discovered when Post Office Ltd 
an d 

E 9^ 
~i  .eR`.ke 'r- nun: o~ ho .off . ,.e nor d €.~•l:eT s  e ego ~ ..f'}.,..} .E. _.hrtC g . f._ ~e • f:nan'c€aL 

iri t twnr and el .,,i..:r`' Port 011 cc I hi ;_ ! rf k cubes of branches in ensure 

ft t prop,,- , a r i ,run: 1g p cricee ,re boeft in '.o ed and the assehi ci Post Off ce Ltd 

wh'rh ulti r ,, t'l: bee rg 
n 

We ti 3>"i.,<'.'mi t . x:i being k .-A secure• Such a short rg 
, 

re € (Emits e ass to Pot: Offer Li 
s 

ft ca h n' : rink held in branch is t.i3€' uric t; 
a 

of Post Of lac f..'.? €, _rf aind, €t i5, 01 c ;tsarse, ,'t. , for a ,di lice owned rga  i i: ; 

coerce tint is c,; : era asset n -„'. e µlace'•. wkh tote i €ty and cars Tiers: fa a' te ci' 

shortages pvc i" .a.. ivesogatorne ann, €n appropriate cases, cc:riminal or cvc anon 

Thorp is no evv.l n at ft  that the Horizon system:. has €n some way been a" fault with 
respect to any f3namot irreg rtarities discovered in a subpostrnaster's account and no 
cases have been abandorid for reason of any doubt about  that system. 

You byrift:: con red  about the number of conplaintts that Post Office Ii . t as 

f e . r ed i : mat ci the last five years with respect to the Horizoncvs'err.

Assistance for Subpostmasters 
A subqaslmseter ha,. many i-b;3 mel; by whi : .• ne or she can make e 1+qu tes or 
CC. , sir ' clout ,tt^zttE € ;cL 1no t<; tfls f? ;5j_~.a.i_,=art vie ti . ,: r3ia(s aure 

with vicilusi 'iii ai1 .j: .rg,00rt ut curt . aff; vu be WSR or via the relater ,a#: roes 

that are available t. 3 sorest then . operating ci eccui, ance with ti ,ontract. 

or bcdc. a deicciaty and central records. -see rusa:. b id of he •i...,.or a r et you 

tzi creel : .dd reqt.ies:,Eng, fo.r e ample or  Nletwcrk Ks n's`. fuopt.. t Loney t! r

is a nets # rk en cue to support s_1ut"3Js'rmasterr and toe: staff wIth an,  uperatutor 

issues. lb? N SC works From rise same operational rna er ats a.g" guides and manuals, 

that all Post t fibre t» branches  have, #' ,i calls are t iggedd coo the vast majority are 

answered in kne with the t.o,b h€ed roechoral manuals. 

Ff 86613 



POL00001976 
POL00001976 

POST 
OFFiCE 

As the NBSC is the main operational point of contactor most branches 
subpostrr asters do from time to time register- `°complaints" / their dissatisfaction with 
the NBSC. These complaints can be about any number of operational matters. all of 
which are dealt with and responded to withir~ agreed processes and brr3escales, A 
s,uopostrnaster may have queries about their accounting processes for a wule range of 
reasons and as part of this he/she may need some support on some aspect that 
involves operation of the computer system. For example he/she may need assistance on 
remedying an inputting error that he/she had already made - these are part of the 
normal day to day trading =issues that w.l', occur in any large retail or financial 
orcianisation 

Legal Action 
To consider your enquiry further, there are a tiny number of ex-s€ubpostm stern who 
appear to be making distinct allegations with respect to the operation of the Horizon 
system. These ex-subpostmasters no longer have contracts with Post Office Ltd, after 
significant shortages of funds were found at their office, for which they couldn't acaco€unt. 
A legal firm , Shoosmiths, has been cla>rriog for around a year that they are 
representing a number of these ex,..subpostrna ters. To date Shoosmiths have sent four 
€ hers before action',  making kin allegations about  l Y€Z mon other issues) end 

seeking information, in two of the cases the individuals have, in the past pleaded q Nty 

to false accounting. These pare cular cases stretch back over a period of five years. 

Post Office Ltd does not accept any of the allegations that are being made and will 
robustly defend its position' if any civil action is mounted against it. 

we assume that t E? ., 4 kuPters 'iieIrr :e..".'on constitute  `c..mpl ims aganst Horizon' 

the number ran Of., seer to re ob"ol ~e€ iv :fl € he c _ et 'mt of system that many 

thn tandr :fit r. 1_r. :oe. tP, ; f a  b .f: €  inn f  c ve ton t:.'7N. to . hnl l3 , t L cr rr_,

n •.i€  Erin of ii €<: tCl o'ri' €i€,,t€ t ... ' g :1f, 'if"'? l_.t 1` s. ,, i i;'l ., i "h iF"s(l ro) Et ip.

'.: :h ilI e.rt :3: , md v" iii do, so the J n m :5 i1 ' mosc3,1 a te r c t fy: 

the cacr r' has 1 i..__._Ea1::'. r; or being eri.br )Mutely vltlsout Irr rit. 

Sep< otrby, Yore have been a few o.casions where an adverse comment about Horizon ris=.err 
has ben -n F rer . =y a s€ub€p€ostmaster in legal proceedings where a subposrmaster is 
being i3r f a.: E., t,.:... Li theft or false accounting, or pursued for a debt. In such cases, the 
Co,. i ° , barn ,. f r€;r€ ly upheld Pass Office Ltd's position that the Horizon system€ is 
accurate and relabte. 

You also ask for information about operational faults with the Horizon system since its 
introduction and the actions taken to remedy those faults. As with an , barer system € . that 
is re quired to support changing business requirements, operational issues can occur. 

Ff 86614 
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Inds ,ft ys _ an r  •se E £,. .. opoo E .. ;T,. t .. r81 ?u : ono  ronos Hot 

`L t.> zt "t , , :~ f be `~~E ~ ;(~ %'_I.~L.EF;1't..:, F,F`~•~ .; 0t fl >,.r

ran . e 1"o : P.1"af - ft - 1i"Ww.ti d h door:. `rep :e - tent to software patch ng designed t 

e - ~.. at rr~,t .,a; I"~Iz iE)~s~ ~.. ~r at;. i U( roots. G£.ts. 

External. .Scrutin 

f' rror a P u Off ce Ltd, systems o€ olronment have always been subject to extefliat 
scI 0 0r fo both assurance one a ,, =c rewtation purposes. Ernst & Young carry out an 
annual e n. nc a( systems a dlh on ode en ent auditor also carries out a yearly audit to 
rya nt :n 

y

the .:y ter 
)

`s P 
y  

:,-art Card I
(

n ust y (P I) 
accrNeY 

itq~ayt on. 
audit from an 

in fen ndent agency. Honcni s co .a_: eUited by > C Payment ery ces and 

qR,' r . i . s Pr.rt Uffice'sWOW t'; € 3 0 0  t ., rr •if tre 
Vocatonk

t i? ,., fry ur nayme t ,. , . < 4, :rr to there rr u or edits of hoc 

' ,,{ of '' i  r :t IY'SL:~'> _._; i.. . P ,~&~. ;, .o  >azat.a. S _ : t _,.oc. E.4" Rood 1W ~_~ . . a 't1 ` 1! _ i 
t5.._ .,, 

At this stage, it 1. worth po r I O o.?:.~ .hat .he Horton > i.eeu Eaee r„.z ,„h oud t E ea wds of 

oP ti`al"E5e"9Ctioi1S u0iOOurn E by of :y '.\;z >1e0 ... i „t.kv` ay E , _. . €.oe to tee t: L,,i, 

anything that. has occurrer. wru> . he s ;L:zm o a, a> ox, ace rue post C ffic , The 

systems designed such that. a : data is se`. oc t€ :i:f' no 009, . i ;ut ne pent of its 
creation and is separately stored n caa serum omO p; oat tocury wo 7 years _' so that

.

recreation of situations and track back is a>vays eas ithe. 

Cost of Horizon 
F; !"7"1 fit.- he-va asked. aimi;. i. '1 i s  of On or e> e ct.~a"

.; 1 .i  p f` r )h h awne that 

' €nafly £fie €°  .- ~ ~~ "g= ~~' z ^,r c- ra t ., '"za:><e s= r'0r > O d> 0: >000> 

p;r 1 r _, It.~ 'krngside a r4 o: •o . 0> a . an of (0 n>m.c ..' . €P' '., b'r , >t 
0> :r r'.'. 

irr>omn: "tarns, ft woo € rfroir q_E.; to :T1_ he r q£ a .. O ,F aa 01:. 

were _h^ 
££afi 

; _., ;d _ 1 ._.zm.a..t P>~.I Ocr of,,_ . it 0> F  ( 0>. 1 ) oP ut`w p_ 11 t. 

To 0>f0>00 to yore ,3bd£ 00: 0 l E.iu.a .a ft ,ag ̀ e „ ~,a.a 0 0 ...~ .3' . nr  the 2P 1/0 

~^~ 
C;

q 

. a ~ .. .. 

Ro 0 , .'c.e R3 p'.`''  n:oP.ce 

AeSyo(3nsdXfEty /br tfm 'tom. ,aFi,E`U of sz' 0. moor; , f O,'i -ri m. : j20 -0C  ft -HO ( t. Lz

HO e F over'nrn' : 7t to it a Ns? - t, , ro .a 's ~. , ,> Pu mrrte:J to a otuemft , r .n by i 

L.."-i upp  `o Lcoos j cunec,by IC >. of L5 Erm,  a  I e off ci. P: 7 ft -c (P ,t ':} ` `_ 0 I 

accounts ., `k..< tf Fuca '"c`'.`roe or s'ubstcanOal orrgo. -o' Tg i!:1 }.. £ s i! ice ' casts. .f: ,.e the to m& the 

dotal'-. ct tmminales to aXJ0, aggregate  contract costs are as'peFt L to amount to .,some 

s{:IO: . , 

F186615 
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Current cnntracc fr;rre •uperahon, r eteneore on }ri F , ievekkk:p€rent cf the 
Horrorl 5 strrc r we h, Fuse.; seJ the wnnnt_, w :th:n these rC'l f acts. are 

recc:3rded a , ..;~i' €t?rE,'T 1 5t' 15dv (1 disc losure  €.b have a mat€rsal impact on any 
future pra: cu er'' i n ex i rEse"v asic I r peer to the a; stew). ) 

Thi ,8._ ; €z. .+. been a tong letter as  the issues upon Wad wu -'Tiqu _ are 

Ev' T :: lE : ..,w dZath:d hftti .} v;. e  f?.,.JL 3E5:.'#( e WI ft :..€: :
. 

1,-.
€.

and ,5. 
.€. ` 

i 
r

 ":4 . ' :Jr # 3€':' L tcks t 

We have f ull confidence in the Horizon system and it is regarded as an imr'F <rtar €e per' 

off 
the successful operati

t

o€n of 
youar` 

business and
l

 the modern 
y 

ir.fras;ructur e that i 
s ecessar lo supspo t o :,4 nationYYide. P etwork of Post Offices., 

As you are aware, w v drs am— o,a ? is to S:wta..n hoc ,letw'ro -. we have no 

pros , ) •?me of .ia , rath[. we }`: .>'.,e an r "3e. ;.}s"a-. .t': :-)f nvrst fleet ant rc ..'V`th ho.. 

seeks to ensure the fiturs L+'s, ehshr ci the network red sita n t i ?, value sf  t 

offers to customer;; <sub ;;€ #r .Er > thrcwheuc thu kwh. A rnochwn oraleffective ctiv 
€_' voter irft ' E? t t z a.eIV Cart Lt ., ni 'e' fig that goat (as wMl; be the case 

wvElb any n,a.a.sn ide heel;. t, wt"' or t fi r eI"1r > > ,t Department).
r €onion p wv<lar that 

i.. _' <: :€f . .' hal ::3 :.. , boner :... }F modern rn ind"f isc r Yr' sta7 Marts. !a accurately ree, ores 

1. of L .,: ZS ' .> F vxe y day. 

d l u n> i1 i fi t tz l'. is ! €L ;pt tl to You, 

Yourssncsruy 

GRO 
Paula Vennel[s 
Managing Director 
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