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I have had a look at Sarah Graham's draft reply to Fujitsu 
on behalf of the British 

Ambassador in Tokyo. 

First, I agree that a reply should be sent refuting the various claims made. However, I 
feel that the draft reply goes into too much detail and, more importantly, allows the reader to 
infer various admissions of liability, for example: 

(a) "the public sector is in no material respect responsible" equals "the public sector 
is responsible to some extent": 

(b) "the assertion ..... is unsupported" equals "the assertion could well be right but 
ICL has not proven it yet; 

(c) "there is no documentary evidence" equals "it may be true, and there may be 
evidence that it is true, but we have not seen it in writing yet"; 

(d) "Since that time, the BA has met all of its obligations" equals "before that time. 
BA was at fault." 

I am not suggesting that these conclusions would all necessarily be drawn from the 
words and would not be capable of being rebutted. However, it seems unnecessary to be less 
than forthright in our denials. We should also resist going into ton much detail. 
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Against this background I attach a proposed mark up of the letter. 

Regards, 

GRo 
Jeff Triggs 

cc. Nick Gray. Slaughter and May 
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LETTER FROM CST IN RESPONSE TO NARUTO'S LETTER OF 4 DECEMBER TO 
SIR DAVID WRIGRT 

BAiPOCL AC'roVIATION PROJECT 

•~j Thank you for your letter of 4 December to Sir David Wright about the PH project 

to automate heneitr payments and Post Offices. Sir David has passed your leucr to me, as 

iii'- Minister ir.4ntmsible for co ordinatin7 the cross-Government review of the project. 

understandings uut the facts and events which have led mvrrnment's current 

tliscussiouc with [CL .iial [CL Pathway rsre of the project For clarity. I have 

sec out FIM Give w of the points raised in your letter in the attached note. I hope 

4'  I can only emphasise HNI Gflvernmem's clear view that ICL Parhwa S " 

am in default for failure to deliver a key operational milestone for which rh _ - pldeeci 

forrnarty in breach in November 1997; that the public sector 

ij rot t respoti<tbie for the dtlays; that, given the importance of this project to Government, to ICL 

5n] yuvr:llrs, :u,d not ]ease to the British people who arc the ultimate customers for it, we 

have bccri risking every effort to find an aceeptahie way forward: but that so far ICL li e h c's 

u►ad c that titifiicu:t for us. 1-IM Government canmot justify using taxpayers' money to meet 

the costs of IC'L'c failure to deliver; nor would it be fair rc► do so, given the nature of the 
Campetitivc tcmder ou winch the u,nu-acts were first let. et„e

2 s; +gopidec'smO9. apc 
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f Annex to lever from Chief Secretary in response Co Naruto's letter of 4 I) cemiter to Sir 
David Cv ii_ ht j 

Changes iu specifications 

1 he assertion that the sponsors instigated many changes rojbccchni l sDcctfication, thereby 
causing the dt-lxys which have beset the project, i. uns,m r here have been no
si~iti.tic'.tnt ehanges in the sponsors' requirements and th i'i1jifiie of changes to technic.) 
speeiticanons sought by ICL Pathway and the sponsors is nqfnore than would he expected 
of nrol i of this si2 and ump1exity. The decision to aw l the contracts to ICL Pathway 
was based on the solution tendered by ICL Pathw in response to the sponsors' 
'eg1ttrPment; ICL Pathway's solution a,ntinues to be a sponsors pretested solution. The 
sponsors arc, however, concerned to ensure complia a with the contracted solution, subject 
tO 1'►v Chitntes agreed by all the pai tics. 

Role of the Protect Delivery Authority 

The %uggrstiuu that the PDA - esahlished)6manage the relationship between ICL Pathway 
and the sponsors - was unnecessarily bur crutic, added to the delays and was subsequeuily-
abandoned follovring complains by IL Pathway- is unsupported The PDA played an 
invaluable role in the management o the project and provided an essential single point of Ortact c+etwe u ICL Pathway and d, iwo sponsor organisations. It was, however. inevitable 
that the orpanisat:on would etivoi a as the project moved from the procurement phase to 
implementarien. This resulted itythe sponsors' proposal that the P1DA should be reformed as 
the Horizon project. Indeed, re is no do nce of ICL Pathway complaining 
to the sponsors about the ro o the PDA. ICL Pathway, by contrast, found it necessary to 
bolster its own oroanisat' n, particularly in management, planning and testing areas, in 
recogmt-10n of its seriou- underestimation of the task to which it was cocomitted. 

A1Icgeed failures of Ø'e Benefits Agency 

Tne sageestton cltc the BA failed to meet its obligations under the contracts in the supply of 
data to ICL P thwav and that this has added to ICL Pathway's delays and costs is LLnsup pnrrrd n February 1997 all parties, including ICL Pathway, entered into negotiations to revise th roject plans in recognition that all of the parties. including ICL Pathway, w r ld 

in meenng their obligations under the terms of the original contracts. The 
re.sultin plan was agreed o no-fault hasis. Since that time, the BA has met all of itsobiira ons under the terms of ti re 'sea contracts to time except where there were den denctes on 1CL Pathway and ICL Pathway was miable to meet its own comrnirments. 

apn'del OnOs7. wpd 
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ICL revers cc the review panel established in February 1998 under the au.sp. s of my officials 
here at the Treasury, to provide an independent assessment of the pro.  and to provide at► 
added 

imi etus to ftndine an acceptable way forward. We were very eased that after some 
dtscfssion 1CL felt able to contribute. along with the 2 public se • 

r 

parties, to that review, 
which formes a significant basis for the very careful considerattafi Ministers have been giving 
to the funire Of thQ prc>;err 

benefits ..gertev'c cmfnr'ent to the project 

ICL has suegested that the R.A k a reluctant par, er in this 
project 

and that this must cast 
doubt on the '; ilituuiess of the sponsors to ne late in good faith. We dispute this. Whilst 
the BA Sees :lean advantages in paying be is via automated credit tr nsfers into hank 
2CCc?i ts. it a1'ti L u stases that vey ma of its cu towers wish to go on collecting Their 
money in cash at the post office. That why the BA has fully supported this project by 

meeting 

all of 
its contractual oblieauptf and by giving the project the very highest priority 

Within its awn woric programme. W, - ould also add that the sponsors have every interest in 
S ing thr ohj_c:ives of the pr01e secured, riot least to avoid adding 

to 

the costs which hive 
already been incurred as a res t of ICI. pathway's delays. 

lntreased costs to ICL P hwuv 

ICI. rcc;rc::1 to i calating casts and the difficttlries it faces in inancmg completion of 
the project. 1( 1. his suggests that it will need to secure contmerciat terms which will enable 
it 

to 

recoup 

its 

i$mienr. But, 
as 

you 

recognise, this is a PFI contract under which the 
service 

pruvtd 

agrees to 

hear 

substantial 

risks 

associated with 

design, 

development and 

inipiexncntatjli. The sponsors are firmly of the view that ICL Pathway has been in breach 
of cotrac' race November 1997 for fsilwe to complete an operational- trial required under 

the ter 

of 

th e 

contracts. 

As a 

consequence of 

this and 

other delays caused 

by 

ICL 

Pathway. 

bowsptmsotc 

have 

incurred 

very 

significant 

additional 

costs. 

Any 

proposal 

which 

envisaged 

a tr cfer of risk pack co the public sector would therefore be unacceptable in view of ICI. 
P) 

way's 

re_uonstl►ititr for 

the 

delays 

s 

•.ryrp 
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