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1O DOWNING STREET
LONDON WA 244

L1 May 1999

From the Procips! Povate Secresary

Dyear D,
BA/POCL

The Prime Minister was grateful for the Chief Secretary’s minute of
10 May.

The Prime Minister has now discussed this with the Chamcellor, who set
out in more detail the Treasury™s concerns about signing up today to Option Bi.
The Chancellor said that this would be something of a Jeap in the durk, For
it was not clear what discussions fad taken place with the banks on the
what demand there would be for the new smart cardy or
how willing benefit recipients who already had bank sccounts would be 1o use the
proposed POCL bank accounts, We needed more Ume to bottom these issues
out, It would be wrong to commit the Government now 1o an option that would
cost £400 willion more over the CSR2 period than the hest alterpative, This
would simply divert resources away from the Government's key prioritics in the

next CSK.

cxample
viahility of this optiom

Against this background, the pnty sensible course of action would be 1o
buy more time to consider all the options in much more depth. The most rational
option would probably be ermination, But given where we were starting from
with ICL, it would probably he best to commit Bow Option B3 and agree 1o do
Further intensive work on Option B1 over the next three months. He therefore

proposed that Steve Robson should write 10 ICL this evening along the Jines of
the attached drait.

The Prime Minister said that he had not had time to look into all the
options in detail. Starting with @ clean sheet, it was doubtful whether we would
waril 1o devote substantial new resources 10 a project that appeared to be d gned
Jargely to prop up the Post Otfice network. However, we were not sx.zu’ting”fiom
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flor 1o go over s Concerns in more
parties, 10 Ty {0 find an agreed
uirements:

o clean sheet. He was content for the Chance
fetail with Lord Falconer and other interested

¢
forward. Any solution should meet three key political rec

Way

h the Post Office of the Sub-

(iy  wedid not wanta huge political Tow, wil
{ petwork had been put i

Postmasters’ lobby claiming that the entire yurd
danger by the Government:

Giy  we should not put ICL’s whole future at risk; and

(i) it would be important to ensure that the Government had fully defensible
position vis-a-vis the PAC.
The Chancellor said that he would discuss the way forward with Lord

Falconer and report back to the Prime Minister,

1 am copying this letier @ Tom Scholar (H.M. Treasuryl, Antony
Phillipson (Department of Trade and Industry), Rod Crark (Department of Sovial
Security), Mark Langdale and Sebastian Wood (Cabinet Office).

Yours sincerely,

GRO
P JEREMY HEYWOOD

3. Monnery, Bsq..
Chief Secretary’s Office.
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BAIPOCL AUTOMATION PROJ ECT

AN W inn ﬁi‘é‘x“mi’i 10 jet hEiit Koy

Further to my letter of 23 April. |

Z\i%uix&r;&’ decision o how to proceed with this project.

Ministers would like to take forward the profect in twi STRES.

- in stage one, the POUL woulk i, subject to ugrecing ¢ acceptable Bt

canteact for the supply of the Honzon automation platform, ;zwimzmg the

EPOS and OROS systems,

- i paratiel with the roll out of stage one, POUL wonild develop

dewiled business plan, 50 as to establish fow best to take forward their

fong tenmn netwiark tanking strategy. The results of this plan would

inform siage two of the profedt ¢ 1 which POCL would contract 1o procure

whatever additional Tunctionality would be required to dehiver this

pusiness plan. We would expect this work 1o 1ake approximately thee

manths,

STEVE ROBSUN



