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ILl 

BAjp c; t, , , [i foTNA ' c~u data 

to Peter M adelsott and myself hi tea t to y 

I am gr«~teftxl to listair [ t outg for cap3"i ro owls. t have discuSSe£i the la iter 

letter tC? 
agreed that t ghoattd write ist tits frallawitz reran ¢ 

f3ffi e ChaiEr lftn' 

teet  t

[3eb. rv~bet, iat Which he set out his initial teactiorts to the latest IC F P 

with P'eaer, and he, has ragr ' 

efiffir substantially on s nunher of points You have also seen the 

P tex settin[? out the; POO woe's reaction5. 
oSixicrn which ixt ail 

or move towards ottr 

g Chera1l, Peter and I believe that ICL, have no made a maj 

resents the tlastand best offer, at least on thetttaixs elements. ►lthctu 

key elements genuinely rep  
our demands we believe that they in full, 

their proposalssail fall Sarre wa;` sham of meeting 

neverth alesa la till fattttcfatians for a cc trsrneraially acceptable basis on which to take the proieet 

e

forward. 

points in turn, our tu'sderstattdin is that Fujitsu are indeed willing to back fo 
able 

i"alrinp m entair"s fs 
re, ect to a tuns of same £600 aniitiatt with legally 

ett 

as they have done for Iny own 
erfvr commitment to stand behind the project 

we evedbehave it to be. it transfers from 
rfr)rt uu1ce and ceding guarantecs~ in exactly the settee way 

hunted tnilliAtt praurads worth of risk, represents a ntaor 
Depot ttaxertt's recetatly awarded 

Figaveral 

tract. If this is correct, 

 probablY the largest 

the public sector and onto Fujitsu SC 

art from their previous pctsitirrn, and tt troves at a stroke

concession on Fujitsu s p s, 

single element of 
unaceePt5biIY from the earlier proposal

dti 
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RESTRICTED - POLICY tttl" D C()MM :  C1 All• tt

; 4 :axnd, we are p led by Ali;atair K as e titer that the new prop 
alsF sl r ct t i ek p ndaixt 9fr the

chaatk;e to the 9 November proposazts s txst~:Y tixt t je 2cal, szt, the haver i t 
easel;, tkae' p' ta'3P sal L22h 

projcsct k seen the public, sector turd IC°t.. t nder the 9 November p p 

tttzll€;,e r n agzz.➢,€ at the end of the (orb vtxtiu€a w€ss stenc €t is a €rtk€er £ rsitiisc>ra y

oitmtc< tt5let• to be ti ded by the public sector pa but held by IC' r trod wth htfle Pro ct 

that attocfa it 'Uiv of it Would in practice pravc refitrtttable#, the xvhole of tIne post laze  ;c i~ ha 

r~+ Dealt. hat been r :1 i c°si to 
been rettt.,~ s i in tl a ' at t }star , snte, 

tz<<}diti tiet usier €tse
the £121 

tezlsez 

itattsted by Poet

etr97i ra 1 a 1 by price i taE-tkas, k ~.~ s, test 

afiy.z za3 t1 s: i`:iicsri, with 1(1 accepting 
ahi eatttlxis in pretsfsctterifef~3xtcct 

Ft€t
ac~e code

LL b
r 

the

oni

eertrr pry .s within the  rafuc d floor. `t o P 

new ar tngerttarnt* reach only 90% of forecastt l 
tl el$ 

ICI'S pt ected pre1a lose on the project 

, ian '~iy iraterpre€ation tki rety e iS is an 
iY 

double from ;srOWd £260 million to more than £_ i7 eet a~itlt 

atttrs3srcials' ICL have in practice uceded somewhere 
he

 
et eeiitieinal r%k 

£W) 100tttillion as cottb € 

the vovenber lartaposals, and have also taken o0 sif t

7lri€al, acceptance testing Alistair states that "ICL persist in asking fora epthiro cc on the burrs eoly

opposed to a live trio.. ''. W e s rea with him that this s a hul oty 

laboratory test of the systems, as  
fl  of the system until it has been sitoarrt 

important point. It would be withinkable to sign off eccep we believe, mistatken 

convaracents to work on a rcasonablk scale in a live e;nvironrstt rat, But Atisiai€ i , e be ' 

NIU software 
s t, are asking e such thl The companY have moved 

that acceptance will follow lice uiaals bid on
th cir 9

the 

f>toverrtber 

release 
and have nesut conceded 

but ahan_ ,,. 'atcke 
is lease at offices More specifically, there are 24 separate comtiorsetsts of the acceptance test 

si tificant fault delrated 
fsrocedctxe• Conte do indeed inaole e el:etnestts of bench and/or model Office tsSs"ng-

kive trial, to be rectified before acceptance 
ii>e:.tr>ai n  Beyond that, there is ccnt'ractttal przaviai€~n for any 

in the 
a ceptartae process, but which manifests itself dutistg 

is signed ofd: 1 mall},the ctantraeting parties can withhold the rete 
the live trial phase r 

national
1 are 

p
if they remain dissatisfied at the 

erforntance of tits system during 

not clear what further reassurance Alistair reqtrixes. 

tee that ICI's failure to hit the milestone due on 14 I tet 
exnbet 

it
xritl make 

every 

east slippage we of management are no leas cone errted, and that they 

apuisttiztg. 4 believe that the It.1., trEatxtt 

every effort to make good the delaged . As we understand
tter actin early Itdys and early October forthe l tare 

d 
the C'oxtsa tt rtegfxriattitans envisaged a svindo o 

live triai4 I 's 
ritattagetdow They also 

stressiy otTi t l 
rhat at no titre did the benefits Agency tnaticat thate

€es k`eptstg x>Fithin that window

the latter part of the window wouldt 
xV3tii3CE is~;ueddt+A'ltllst eanrtot entirely rule out the 

the 

ft>f;e€tc,Y cotter turztted nul last mutate 
an entirely 

csomsilnli si tsatrtltt r du lay' to Horizon, we at least have the w4sur c that it has been 
arttn 

sively and 

romprelle'nsively aatdited by independent experts d in

new rela?act meat system would represent s taxgreater own 

Fifth, the fraud and administrt►ti
tsttt as a resuIt of delays to Horizon are indeed a cause 

out that Alistair  figure of £00 million savings ti retarte over ve savings foreg 

for regret_ It is however worth poiiitiug 

the r c € li years if we choose to h  o x zon Working Group) and late
uC with Horiwn is broadly 

r  KPMO, of the me r tti ' l "`~ 

1 oziii ial a in last Julys report by the compensation to aubposnnasters, and sub>idy to

efficcts of c, na ellatiort on PO Ct (from toss f reve o tttss , crarttp 
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f Res against tis  £100 Million or 

lloxixsin whilst trying 
to maintain the 

mint its rzetwrk at given ser added txriliac is the rie 

Aoua1 sir exceed AS 5 a
dtsaixiisixative 

iture fro,n litiggation, In Ober wtizds, the costs to riiiiztating 

tetwork at ssirnething approaching its preseiii soze s oatld st 

,av figs. 
reel iertts Of the

In other words, unless we are willin to risk tttalor and uncc+rttrolled ~ n~ 
wei try tri r gr 

csrk< ve may 

Ileesl to deploy all lisiair°s 3avirt s " antl perhafss more to s 

9 f8ll be lost  the post office system 
fore the Jost t:1mce em offer full front end bartki g facilltiest we are I`slect to 

n posta

I t 

l r uick-l}, be , well tos for other p 

(together 
i al resista e' and most of those recipie p 

vale side of the shop 

ftu  with their associated'ctuifall on the private
are latest, lift so are tJie subsid} 

prosltix:ts). The potential in to d e 
network 

of is y
ti'3 offer 

big po

If We 
e inexrts tteq Et prevent uncontrolled network iollap 

the Po Office's ability 
siers for e ltasuxes e2e. 

I f'we movie in a more measured way tit 
Office's 

cu iii lute 
w shall have at the 

far iliac , ire damage to the Post 
wwill the 

poet 
 savings to B 

the
Either 

ar 
rity s

 to ACT via 

end
Jsf the 

era 
will be reduced, but so potential

end of the transit a nal Period a network less able to sustain itself tlt if we had migrated

Horizon and the benefit payment card, 
for ntiO - with Horizon i crat on 

i, we behaveHo the case 
for all these xe.a latests (CL repro 

a
nd

sals, When the 
now believe 

hwider context  is 
clear saae 

due weigh 

thy: basis of the  (CL p la 
becomes overwhelming, First, toss of  project

b oku it but tt they have claimed that  could lead to 

great would depend primarily on the stance taken y
  

around
Indeed lead rsi ec•t would mean ICL wsanld make a total toss of arsattrid £ 

the poll:apse of 
would 

Failure of the project " 

in 1998; which iwoA)d effectively destroy its prospects of flotation in 2000 and might 
f ujitsu's attitude 

Fujitsu to divest itself of 
the company, Given the current economic climate in . Japan, 

may well has e hardened. Even on "least
least 

bi*d' 5cen3n0, 
z d s lilt rte p 

pectsiorc would badly damage ICUs 

reptttatr~ri t-otli here and in export roar 
hai an 

It is clear from the recent approach from Mrltiartitc. Vice 

ight that 
car cancellationChair

wo d have seri 
man of Fujitsu and 

eff ct on c,f 
IC

, tor 

rain tiabass=ador in Tokyo, Sir L)iivid 

rel.ttisszts with Fcijitsci< fir 
million 

id 
di
oes ot doubt it 
rt crud in the 

lastpujitsu hve heart a major inward investor in 

de ade, aWhatt ver the justification cation from where 
we

Ul '_ With w&l over £100 million  by the 
sit, cancellaiion wt 

the 
 he seen in 

 because kyo had changed
 as a major 

rourl 
of 

minds on h policy abut had sought to put the 

blidt lra wal front  project

Mania On It ;L We could expect wider mpoxcussicarts on inward investment from Japan as Fujitsu's 

story penetrated other boardroom,

f the 
cularlY 

Firialls, cancellation would clearly damage 
future ibit 

ity
prsajcttsP€an arpulal a pc oat pa 

but 
iexs ip more 

could be expected to make the funding large 

coul difficult to put together interestingly, the PFI funding arrangements for Horizon have been portrayed 

as a model for Japan and heavily promoted as such by Fujitsu's Vice Chairman 
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