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Rod Clark 
PPSlSecretary of State for Social Security t" . 
Department for Social Security FL 
Richmond House 
79 itehall 
London SW l A 2NS 

coin n f thi letter are extreingl sensiti a a bould he sho t oral 

~tla ~ fficlals with a strict rxee to 

2. The Chief Secretary met your Secretary of State, the Chancellor of the Duchy 
of Lancaster (Jack Cunningham). the Minister of State at the Cabinet Office (Lord 

Falconer) and the Minister of State at the DTI (Ian McCartney) on 17 November. 

Adam Sharples and Sarah Mullen (both HM Treasury) and Geoff Mulgan (Policy 

Unit) were also present, as were Private Secretaries (David North, Geoff Moore, 

you and rre). 



DWP00000382 
DWP00000382 

GRO

1 1 ] 1 :a5 Hh! TREASURY CST -* S C I AL SEC R I TY NO .39 309 C 

o. r 

options (a copy of the handout is enclosed). She said that although ICL's current 

offer was clearly unacceptable, the important question was whether we should 

terminate now or give ICL a further period of time to meet our concerns. 
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5. . a barp.i replied that whilst ICL had accepted a negative NPV on the 

expected revenues from the project and some sharing of profits with POCL on 

additional business, it was clear that they were expecting the public sector to 

underwrite a significant proportion of the financing for the deal. This was entirely 

unacceptable. However, the big question was whether ICL had shown sufficient 

movement to warrant a further Lime-limited period of discussion. 
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8. Continuing, your Secretari of State said that by agreeing to further 

negotiations, he was concerned that the Government may have lost the initiative 

they had had in the Summer. If it was decided to continue negotiations and then 

subsequently terminated the contract, it would be more difficult to argue that this 

was on the basis of ICL failure to perform as identified in November 1997. The 

Minister of at the Cabin t f agreed that this was a possibility, 
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15. The MinisterjnisteQL LcatJhe DTT said that we should inform Fujitsu that we 

were serious and, if so, and raised the question of how should we do it. He 

believed that we should not leave this to ICL because Fujitsu were such a major 

player in other parts of British industry and it was important that they knew where 

Ministers were coming from. 
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19. Summing up, the Chief Secretary said he would circulate a draft letter to 
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Keith Todd within the next day which made clear, 

that ICL's commercial proposals and proposed risk transfer were totally 

discussions • • 
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counters and the future of the rural post office network was essential. 

GRo 
PAUL WILLIAMS 

Assistant Private Secretary 
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Commercial proposals: 

ICL underwrite a loss of £75-I 

Seeking:

NPV; hut 

revised acceptance terms 

contingency funded by by public sector 
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Impact on iCL £m NPV ovex whole project 
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Corbett Initial public Core 
proposal sector offer case 
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What are the options? 

Continue .. ith negotations
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non-reco rse finance then so be it 

End date for agreement of 16 December

No further movement from pub tic sector (at least 

until ICL move significantly) 

"progress
POCL lead negotiators reporting back to a 

Failback


