
From: 
Sent: 
To: 
Cc: 
Subject: 

Macpherson, Nicholas 
31 July 2001 f7:Ol 
Wheatley, Martin; Vadera, Shriti; Moss, Rosalind; D 'Inverno, Yvonne 
Kemsley, Ian 
RE: Renewco 

Yvonne 

please can you s e t  up a half hour meeting on this f o r  some time this 
week (ideally, before Friday) . 
Thanks. 

Nick 

-----Original. Message------ 
*om: Wheatley, Martin 

5 :  30 July 2001 19: 01 
; : ~acpherson, Nicholas; Vadera, Shriti; Moss,  Rosalind 

Cc:  Kemsley, Ian 
Subject: RE: Renewco . 

S o m e  answers to questi,ons/background note for  a discussion. 

DTLR say Byers has written but  I have not seen y e t .  

Mart i.n Wheatley 
Housing Urban Transport ' 

Room 2411 
Telephone, 020. 7 270 4 7 2 9  . . 
~artin.Wheatley@hm-treasury.gsi.gov.uk 

. : Macphcrson, Nicholas 
',cnt: 27 J u l y  2001 17:57 
To: Vadera, Shriti'; Wheatley, Martin; 'MOSS,  Rosalind 
Cc: Kemsley, Ian 
Subject: RE: Renewco 

gut - in the meanwhile - my view is as follows. I am not  enamoured by 
an SRA stake in REXEWCO. And I t h i n k  we should  resist it in the first 
i n s t a n c e .  We also om out the implications of RT qoins, w, 05 becoming entiYy (eg?f the not foryofit 
variety] . RENSWCO would st ill- have- kke. r-ight . -to-the-.-relevant income 
streams. But precisely what, and over what t i m e  period? 

O u r  subseqdent tact ics come down to the following simple question. 15 
we call CLTR's bluff, does RT immediately call in the receivers? Or do 
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the discussions meander on t h rough t  August, September and October?  
t h e  former. we are  e g  to have t o  concede. We do not have a plan B up 
:&r sleeve at the presem trmme. m e r ,  there is a scrong case 
for striaging this out  because by then we will; ( a t  least if we a r e  
doing our j o b ) .  I don't want to appear excessively pessimistic, but my 
,oney is more cn the former than t h e  latter. , i 
I th ink  one other question we need to a d d r e s s  is whether there.1~ any 
other sxrt terrnilst alternative to RENEWCO. F o r  example, would giving 
R T a i r r e c t  grant  of f5?G?TTlZE7Zay, stavi off  collapse until t h e  
autumn, rendering RENEWCO unnecessary. 

Nick 

- - - - -  Original Message----- 
From: Vadera , Shr i  t i 

e n t : .  26 July 2001 2 0 : 2 2  
, . Wheatley, Martin; Moss, Rosalind - . ~acpherson ,  Nicholas ; Kemsley,  Ian 
Subj ect.: RE: Renewco 

want to t a l k  about handling - if we are to use the insolvency route to 
restructure RT it does not  work f o r  us poltiically to be seen to be 
reactingf to a privatisation going wrong which everyone sa id  was going 
wrong ages ago but we were too pig headed to listen. I was thinking we 
need a t r igger  to insolvency that we decisively p u l l  - maybe that 
creates the r i g h t  balance. This is a good one - we could have saved it 

ew didn't and were delivberatel;~ intransigent i n  order to 
RT. What do you think? 

. . 

term of the loan to Renewco and what happens to the debt if 
T becomes a di f fe rne t  entity and ewhat pxiopr t ion of revebuues are 
ecutisitesd i,.e in one sense a non profit RT is one big R e n e w c o  anyway 

O r i g i n a l  Message----- 
A-om: Wheatley, M a r t  in 

sent: 26 July 2001 18:lS 
TO: Moss, Rosalind 
cc  : Macpherson, Nicholas ; Vadera, S h r i t  i; Kemsley, Ian 
Subject : FW: Renewco 

The d e t a i l e d  underpinning of Byers' expected l e c t e r  saying Railtrack/SRA 
g n l c n  is tLr.  
u I  ..LU bLiG o n l y  possible striiciilre f c r  REnexco. 

MY private  view is t h a t  I find t h i s  reasonably convincing: - 
0) there is fuller explanation of t h e  accounting issues which lead 
Deloittes t o  advise that a TOC or rnainrenance contractor shareholding 
would not keep Renewca off  RT1s balance sheet; 

(2 )  there a r e  some hints that if RT w e r e  not deadlocked with SRR, they 
coald play f a s t  and loose with SM1s money in a way, and SPA could be 
e x p s e d  to r i s k  in t h e  event of RT's insolvency, which would be a 
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legitimate concern for S a ' s  acd DTLR1s Accounting Officers. I£ these 
arguments could be substantiated. I would actua l ly  f i n d  them quite 
powerful (but a s  I have said to Ian before,  ao one has yet spelt out ro 
Ee the exact 'mischief1 which Leads t~ t h i s  concem. 

I therefore believe, subject to any tactical considerations. that we 
sho@&vise CST to go with t h e  RT/SF& strucure.-  As Shriti has  - rightly ar<ued al.l---is f a s m  ideal in terns of t h e  markets' 

- - 

perceptions of KT, but the alternatives to going along with t h i s  look 
worse, and not doing Renewco in t h i s  way won't by itself get RT back 
anywhere near where we want it in terms of rnarke; perceptions. And we 
have I t h i n k  by playing hard to ge t  on t h i s  made DTLR and SXA think 
through the issues properly and justify their position r a t h e r  than j u s t  
following the l i n e  of l e a s t  resistance., 

However,' as a veteran of spinning out hopeless arguments from a Treasury 
standpoint, there is plenty in t h i s  paper we can quibble about. I shall 

7 therefore  sendStuar t  Conriolly a reply asking f o r  more pa r t i cu l a r s  on 
'why  r a i l  m a i n t e n a n c n b e  said to have a commercial 

terest.in the maintenance of the rail network, and on t he  exact nature. * t h e f i n a n c i a l  risks to S R A  of RT nbt beiG deadlocked with them. 
. , ,,dse l e t  me know if you have any other points or queries, the more the 
merrier. 

We a l l  hold back agreement on this until we see whether Byers is prepared . 

to be reasonably co-operative on safety, 'and until'we see DTLR actually 
doing something about h i r i n g  some advisers on getting to t h e  bottom of 
the RT financial issues. 

Martin Wheatley 
Housing Urban '~rans~ort 
Room 24/1 
Telephone 020 7 2 7 0  4729 
~artin..Wheatley@hm-treasury.gsi.gbv.uk 

..--- - O r i g i n a l  Message----- 
&om: Mark Smyth 1mailto:Mark. Smyth@dtlr. g s i  .gov.uk] 

: 26 July 2001 17:22 
-,: Martin.Wheatley@hm-treasu~y~gsi.gov.uk 
Cc: Stuaxt Connolly 
Subject : Renewco 

Martin, 

As S t u a r t  Conndly men t imed  earlier to you, and discussed  towards t he  
end cf todayls,.Railtrack meetin- 3 I a t t a ched  is a ccpy cf the  -aner r I? 

discussing t h e  feasibility of t h e  d i f f e r e n t  s t r u c t u r e s  far Renewco. This 
wzs attached as an annex to a submission for our SofS t h i s  afternoon. 

A letter proposing the preferred option of a 50 /50  Railtrack and SRA 
structure is l i k e l y  to be sent to the Chief Secretary tomorrow or e a r l y  
next week. The attached paper is the 'document to be sent at o f f i c i a l  
level1 referred to in the letter. 

Mark 
REF 



Department f o r  Transport, Local Government and the Regions 

T h i s  E-mail and zny f i l e s  transmitted with It are private and 
in tended solely for the use of t h e  individual or entity to whom 
they are addressed. If you are not t h e  intended recipient, 
the  E-mail and any f i l e s  have been transmitted to you in error 
and any copying, d i s t r i b u t i o n  ox other use of t he  information 
contained in them is s t x i c t l y  prohibited. 

Nothing in t h i s  E-mail message amount's t o  a contractual 
or o t h e ~  l q a l  commitment on the par t  of the.Government 
unless confirmed by a communication signed on behalf of 
t h e  Secretary of S t a t e  for the DTLR. 


