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RESTRICTED  COMMERCIAL 

The Rt Hon Stephen Byers ME 
Chief Secretary to the Treasury 
Parliament Street T)ece €bv:, 1..ps9E 
London SW1P 3AG 

AI 'OCL AUTOMATION PROJECT 

refer to your private secretary s tenet ot"yesterday and also to ?' note t ,  You 

earlier dds week in which I sttg-gusted that there is a way forward which can 

meet the objectives of all of the parties concerned. 

I have now seen the recent letter from. Keith Todd to von of 18 l ecerttler, 

setting out (albeit very briefly) ICL proposals around exploiting the Horizon 

system in order to ulaport "Better Qoverament" initiatives and help achieve 

other important Objectives such as achieving substantial progress towards bank 

accounts for all on the Government's policy age Dada_ This al ter„secrets tO nae 

I to provirle a pcassilale olu€ic?x# wtaictt will allow us to move forward in a way that 

addresses all our concerns eras as well as moving us positively towards achieving our 

goals. 

Specifically. I now see a way forward as follows: 

confirm to ICL/Fujitsu that Government cart commit to the level of 

funding for the pre jest that has emerged from the latest discussions 

(assuming you agree to commit that level of funding); 
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And that. given the potential offered by a Government Smart Card, 

and ICCL,'G view that this can be introduced air ~~, st as sw y as the 

Benefit Payment Card, we shtruld ieek -5bape the aurtent 

contracts around art early trata?aftit)r€ to a Smarr: Cards without the 

added en Unit Of the Bare#it. payrnerat Card, 

that the public Sc will rte otiate within the funding 

package with ICL on this basic. 

Sc+ far as the public sector is concerned, we would thereby he 

buying a product we want, for the addit onal money we would hL 

spending under Option 1; 

giving FujttsullCL the guaranteed funding/re-assurance they need to 

;vrti€tue discussions with us about the project, thereby enauriog that 

IC'.I,II"ajitsu remain a thriving and productive part of UK plc. 

So tar as the public sector is concerns d. our internal concerns are to protect the 

Post office networ c, ensure continued footfall from ertefi€s Agency customers, 

and at the same time achieve a safe and cast effective means of paying benefits. 

'rhese can be achieved by, for example: 

• cl€=witting di  DSSIBA will continue to fund POCT.: to the tune that 

it would have done under the existing contract it holds until 2005: 

• a rec ittl; that the additional money that would have been paid to 

PQCL. under the Option I agreement brokered by Corbctt £ 00 

million over three years between 2005 and 2008 can be re-directed 

to support POCL and ICL 
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1:3 :'13A t€.i as ree r>nr tca rn€sve t:a A •until Stri art Card is in plate,; 

• in tht: intetiral, paper ,har:aeti paay'metats try coflt UO twat With nxtentltsl 

I`raaud rrtea'suns to achieve ure £tOO million saviza err3entic in 

7r 
encashment payments at. present. 

I arra sure that there roust be a way forward that the, pt bhc WCtOt Carl ar ree 

roug hl  Awl tutu liraa;=s r>utIin:€i above. % itIl this hhOpetul P t ira sl ut, it 

~vO tld ;.et rr, ort:t,>attrre to rush int > :arc>, rs=r <az{ tJ#n s :i a its

next feca list =r Jo any event, i could not s n up to 3t ne ouatttti; strategy 

whit h agreed to Option i, When iVtiructer last met 't v t rradamant that the 

accept 
mc a conthttons cuert just not acceptable; that reanairvs the Case 

Your "staahili ~artlasn" process is, in fact, complete acceptance of option I 

urt,jme,aded. And there is as vet no agreed commitment, every in (."soverrrurtcatt, 

to an variation on it.: I rernam reluctant to commit ;is to a ten ye  c€rratratct Ifar 

a card that no one not. even ICI..: . now wants 

If however, you wish to provide some early re-assurance to ICLIFujitsu l 

would be content for you to send a letter on the lieges of the attached draft. 

topte5 of this letter go to Jack Cunningham, Charlie Palconer, Peter 

Mandelson, Ian Mct::armey, David tlilfbanci .atatl. Geoff .Mulgata.. 

Rod Clark 
y ~.----- ---------------------------------

~4 AL 7 7t tg U DARLING 

('A0reed by the Secretary of Stank and 
signed in his absence. 

:{ iv'itfC+rbofr2 dT. .ce:nf 

~,,...ay..I 

~aBCyrJ!>,si X34>ssr 
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RESTRICTED COMMERCIAL & POLICY 

-BA/TOCI., AUTOMATION PROJECT SUGGESTED DRAP^T LETTER 


