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SALE OF THE MILLENNIUM DOME

I thought you would find it helpful if | brought you up to speed on the final stages
before completion of the commercial deal for the future use of the Millennium Dome
and regeneration of the Greenwich Peninsula. This note also includes an update on
the division of proceeds hetween the taxpayer and the Lottery, and the National
Audit Office's proposed report.

Planning permission was granted by LB Greenwich for the whole development on 23
February. The permission covers: the new arena in the Dome; the public square
immediately outside the Dome; associated entertainment, leisure and community facilities
in and around the Dome; 500 bed hotel; 10,100 homes - of which 3,800 will be social
rented and keyworker units and another 300 for students and people with special needs:
new schools, shops and health centres; improved transport services; and 3.5m sq ft of
new commercial space. The permission was accompanied by the largest s.106
agreement ever completed in the UK, providing substantial financial sums and developer
commitments to providing public benefits.

The granting of planning permission began the judicial review period of 3 months and 8
days, which therefore ends on 31 May and after which the deal may go unconditional if all
other (non-planning permission) conditions have been met. The contractual deadline for
the unconditional date is 30 June, unless a judicial review is being fought or the parties
agree an extension. As of today no judicial review has been sought, and none is expected
at this very late stage.

During the judicial review period all parties have been working hard to satisfy the
remaining conditions in the deal. All have now been satisfied, or have reached agreement
subject to final mechanics, with the exception of one.

The one remaining hurdle concerns undertakings required by Transport for London in
respect of building over the southbound and northbound tunnels of the Blackwall Tunnel




before the overall deal can go unconditional. Neither MDL and
London, have progressed matters

are aiming to resolve outstanding matters and be in g position to announce completion of
the deal well before the end of June. | will keep you informed as the situation progresses.

In terms of next steps, once completion of the deal has been announced, the key
milestones are as follows, subject to final confirmation by the parties:

© Anschutz announce contracts for construction of arena in Dome - late summer
2004

MDL start preparatory site and other works - autumn 2004

MDL start construction on new homes - end 2004/early 2005
Anschutz provide completion bond and begin construction of arena -
February/March 2005

First homes completed - late 2005/2006

Dome arena open for business - summer 2007

y 2002 as a result of the
affordable housing in the model increasing from 30% to the 38% now agreed.

Finally, officials have been in regular discussion with the National Audit Office about the
ed terms of the NAO's report into the Dome sale process. The NAO have not yet
onsultation process on the draft, and of course they cannot finish
writing it until the deal goes unconditional, but they remain committed to publishing the

lacal and regional government « housing -




Restricted - Policy and Commercial
report before the summer recess. The NAO have also indicated that they expect a PAC
inquiry into the sale process during the autumn.

| am copying this letter to the Deputy Prime Minister, Tessa Jowell, Paul Boateng, Mavis
McDonald, Sue Street, Gus O'Donnell and Sir Andrew Turnbull.
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GREENWICH PENINSULA - DIVISION OF PROCEEDS

I refer to your letter of 12 February, explaining the outcome of our meeting on 11
February to discuss this issue and the response from the Millennium Commission.

You will have seen the responses of Jeff Rooker and Richard Caborn, on behalf of
English Partnerships and the New Millennium Experience Company respectively, and
from Paul Boateng. I confirm complete agreement of the principles we discussed and
which were set out in your letter and the accompanying note from Accounting

Officers.

You will also have seen that Greenwich Council granted planning permission for the
MDL development on the Greenwich Peninsula on 23 February. This paves the way
for the final stage of negotiations between the parties, which should enable the overall
MDL ftransaction to go unconditional in June. This is subject to any successful
judicial review of the planning consent. However, on the assumption that final
completion will be unhindered, I have asked my officials to work with English
Partnerships to implement the new arrangement on division of proceeds before the
MDL deal goes unconditional. This is so that we can include appropriate details in
any announcement after the unconditional date, and so that KPMG can progress
matters towards the solvent liquidation of NMEC.

I should be grateful if you would ask your officials to expedite matters with KPMG
and the Commission, so that they and EP can put our agreement into effect as soon as
possible.

Website: www.odpm.gov.uk
Email: john.prescott@odpm.gsi.gov.uk




I am copying this to Paul Boateng, Jeff Rooker, Richard Caborn and Keith Hill, and to
Sir Andrew Turnbull, Mavis McDonald and Sue Street.

JOHN PRESCOTT
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The Rt Hon John Prescott MP

Deputy Prime Minister and First Secretary of State
Office of the Deputy Prime Minister

26 Whitehall
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illennium Dome and Greenwich Peninsula—division of

proceeds

As you know, Tessa Jowell copied me her letter to you of 12t
February on the division of proceeds of the sale of the
Millennium Dome and associated English Partnerships’ land
on the Greenwich peninsula. I am very grateful for your and
Tessa’s continued work to bring the sale of the site to a
satisfactory = conclusion, recognising  the significant

complexities that are involved.

2. 1 believe that the current proposals on the division of

proceeds strike a balance which is acceptable to the key
stakeholders and which enables the next steps to be taken
towards delivery of a major and desirable development on the

peninsula, including much-needed housing for the capital. I

1




am therefore content to endorse the details of the proposed
settlement as set out in Tessa Jowell's letter and the

accompanying note from Accounting Officers.

3. I am copying this letter to Tessa Jowell, Richard Caborn and
Jeff Rooker. I am also copying this letter, for information, to
Keith Hill and Sir Andrew Turnbull,

PA'J, BOATENG




Sharpe Dale - Cabinet Secretary's Office -

‘;rom: Tappenden, David [David. Tappenden@hm-treasury.x.gsi.gov.uk]
Sent: 27 February 2004 15:21
To: PSDPM@odpm.gsi.gov.uk
Cc: private-office@culture.gsi.gov.uk; Lord.Rooker@odpm.gsi.gov.uk;
Keith.Hill_MP@odpm.gsi.gov.uk; psturnbull@cabinet-office.x.gsi.gov.uk
Subject: re: Millennium Dome and Greenwich Peninsula - division of proceeds - cst to dpm
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Please see attached letter

David Tappenden

Tel 020 7270 4374
Fax 020 7270 5456
HM Treasury

1 Horse Guards Road

London SW1A 2HQ
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If you have received this email and it was not intended for you,
please let us know, and then delete it. Please treat our
information in confidence, as you would expect us to treat yours.

All Treasury information systems may be monitored to ensure
that they are operating correctly. Furthermore, the content of
emails and other data on these systems may be examined,

in exceptional circumstances, for the purpose of investigating
or detecting any unauthorised use.
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| refer to Tessa Jowell’s letter of 12 February to you, concerning the division of proceeds
from the sale of the Millennium Dome and associated English Partnerships land on the
Greenwich Peninsula.

Greenwich Peninsula — division of proceeds

| am responding on behalf of English Partnerships, under the arrangements promulgated
by ODPM and DCMS Accounting Officers to avoid any appearance of conflict of interest.

| have taken advice from ODPM officials and English Partnerships, regarding the potential
impact of the proposed settlement on EP’s finances and it’s ability to deliver ODPM
objectives.

| am satisfied that the offer made in December 2002, involving a new division of
proceeds, was a reasonable offer, to provide the Lottery with a fair share of proceeds
while enabling EP to recoup their costs on the Dome and the bulk of the remaining
receipts.

However, | am aware of the different opinions on the application of the current legal
agreement to proceeds from the MDL transaction, and | am conscious of the need to
conclude a new arrangement in order to resolve the differences between the two parties.
This is complicated further by the central roles of both KPMG, as liquidators for NMEC,
and the Millennium Commission, as their creditors.

Although the proposed settlement is less beneficial to EP than maintaining the current
legal agreement between EP and the New Millennium Experience Company, the same
can be said of the offer that was made in December 2002. Therefore, and in light of the
need to resolve differences, | have carefully considered the variations and clarifications
set out in Tessa Jowell’s letter and attachment.




I view the continued definition and capping of EP’s “allowable costs” at £30m as a
concession, as | do the proposed increase of the Lottery’s return to 13% of proceeds —
after the first £30m - to reflect the increased amount of affordable housing in the
development. But | accept that these concessions are comparatively minor in financial
terms, especially, in the latter case, spread over the period of the transaction. | also
agree that the other specified issues are useful in securing clarity going forward —
particularly the proposal for a simple, non-bureaucratic, payment monitoring system. |
strongly agree with the rejection of the Millennium Commission’s request for greater
surety on proceeds by way of earlier payments — this would have represented an unfair
imbalance of risks in favour of the Lottery.

Consequently, | endorse the details of the proposed settlement as set out in Tessa
Jowell's letter and its attachment. | should stress, though, my understanding that the
capping of EP’s costs at £30m is in respect of the MDL transaction only, and similarly the
agreed increase in the Lottery percentage to 13%. In the unfortunate event that the MDL
transaction failed to complete, | note and support the proposed arbitration mechanism
under which further advice would be provided to Ministers by the ODPM and DCMS
Accounting Officers.

| am copying this letter to Tessa Jowell, Paul Boateng and Richard Caborn. | am also
copying the letter, for information, to Keith Hill and Sir Andrew Turnbuill.

f}? JEFF ROOKER

APPROVED BY THE
MINISTER AND SIGNED
IN HIS ABSENCE




Department for Culture, Media and Sport 2-4 Cockspur Street Tel 020 72116247

Rt Hon Richard Caborn MP London SW1Y 5DH Fax 02072116249

Minister for Sport and Tourism www.culture.gov.uk richard.caborn @ @
culture.gsi.gov.uk
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Rt Hon John Prescott MP

Deputy Prime Minister and First Secretary of State
Office of the Deputy Prime Minister

26 Whitehall

London

SW1A 2WH /;z February 2004
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Tessa Jowell has sent me a copy of her letter to you of 12 February about the , . , 71-‘,5
division of proceeds of the sale of the Dome. ‘

(4430

| am representing the New Millennium Experience Company (NMEC) under the
procedure agreed to avoid any conflicts, or appearance of conflict, for Keith Hill in
his two roles of Minister with responsibility for English Partnerships and NMEC
Shareholder.

| fully endorse the basis for agreement set out in the annex to Tessa's letter.

I am copying this letter to Tessa Jowell, Paul Boateng and Jeff Rooker. | am also
copying this letter, for information, to Keith Hill and Sir Andrew Turnbull.

¢
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RT HON RICHARD CABORN MP
Minister for Sport and Tourism

INVESTOR IN PEOPLE




;Sha?pe Dale - Cabinet Secretary's Office -

®om: MARK. SMITH@Culture.gsi.gov.uk
Sent: 18 February 2004 16:07
To: psdpm.psdpm@odpm.gsi.gov.uk
Cc: Action.CST@hm-treasury.gsi.gov.uk; psturnbull@cabinet-office.x.gsi.gov.uk;
lord.rooker@odpm.gsi.gov.uk; keith.hill@odpm.gsi.gov.uk
Subject: Division of Dome Sale Proceeds
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Please find attached letter from Richard Caborn to John Prescott on the
above subject.

This letter has been copied to Tessa Jowell, P Boateng, J Rooker, K Hill and
Sir A Turnbull.

Thank you
<<DOC.pdf>> <<DOC.TIF>>

Mark Smith

Private Office Support Team
DCMS

Room 208

020 7211 6253
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This email and any files transmitted with it are confidential and
intended solely for the use of the individual or entity to whom they
are addressed. If you have received this email in error please notify
the system manager.
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Department for Culture, Media and Sport 2-4 Cockspur Street Tel 02072116238

Rt Hon Tessa Jowell MP London SW1Y 5DH Fax 02072116249
Secretary of State www.culture.gov.uk tessa.jowell @ {Z
culture.gsi.gov.uk

‘?  Boirthen

C03/07960/pa

Rt Hon John Prescott MP
Deputy Prime Minister and First Secretary of State

Office of the Deputy Prime Minister
26 Whitehall

London b
SW1A 2WH IQ). February 2004

s Jha-

My letter of 8 January set out the basis on which the Millennium Commlsswn : 1‘1'{
had agreed to accept the proposal for the division of the proceeds of the saleof -
the Millennium Dome. We met to discuss this yesterday on the basis of the

clear and helpful joint note from our two Accounting Officers which | am

enclosing with this letter. After we met, | went on to chair a meeting of the

Millennium Commission and gave Commissioners an outline of our likely

response. This letter seeks final agreement from you and colleagues to the

proposal.

| explained to you that this is now the main issue preventing the dissolution of the
New Millennium Experience Company (NMEC) and any delay will increase the cost
to both the Lottery and to English Partnerships. The Millennium Commission need
to release £25 million of unspent NMEC grant for other priorities, something that
cannot happen until NMEC is dissolved. Our officials need to have further
discussions to tie up one or two further details, but the attached note from our
Accounting Officers sets out the position which you and | have now agreed.

It took a great deal of persuasion to deliver agreement from the Commission, which
as funder and effective creditor of the New Millennium Experience Company, has a
sanction over the Liquidators. There is a danger that without a clear decision now
from Ministers the Commissioners could still seek to reopen matters, causing
further cost and delay.

You and | considered the advice we have received from our Accounting Officers in
respect of the Millennium Commission’s views. Although | thought my fellow
Commissioners had advanced good arguments for going further towards reflecting
some wider considerations about timing and certainty of share for the Lottery, we
agreed that the note from the Accounting Officers struck a balance we could both
accept and to proceed on that basis. The Millennium Commissioners have now
accepted that they too can live with this proposal.

INVESTOR IN PEOPLE




Department for Culture, Media and Sport

| am copying this letter to the other Ministers with an interest seeking their
agreement by 25 February. They are Paul Boateng, Jeff Rooker and Richard Caborn.
| am also copying this letter for information to Keith Hill, as NMEC Shareholder and
EP Minister, and Sir Andrew Turnbull.
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TESSA JOWELL
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‘ From: MARK.SMITH@Culture.gsi.gov.uk
Sent: 12 February 2004 10:22
To: psdpm.psdpm@odpm.gsi.gov.uk
Cc: Action.CST@hm-treasury.gsi.gov.uk; psturnbull@cabinet-office.x.gsi.gov.uk;
keith.hill_mp@odpm.gsi.gov.uk; lord.rooker@odpm.gsi.gov.uk
Subject: Proposed division of Dome sale proceeds between the Taxpayer and the Lottery
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Please find attached letter from Tessa Jowell to John Prescott on the above
subject.

This has been copied to P Boateng, J Rooker, R Caborn, K Hill and Sir A
Turnbull.

Please note that your comments are required by 26th February 2004.
Thank you.
<<DOC.pdf>> <<DOC.TIF>>

Mark Smith

Private Office Support Team
DCMS

Room 208

020 7211 6253
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This email and any files transmitted with it are confidential and
intended solely for the use of the individual or entity to whom they
are addressed. If you have received this email in error please notify
the system manager.
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Rt Hon Keith Hill MP London SW1A 2WH

Minister of State For Housing
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~ Fax: 020 7944 8953
E-Mail: keith.hill_ MP@odpm.gsi.gov.uk

Web site: www.odpm.gov.uk

c. Mo Mo

8 January 2004

PRIME MINISTER
Dear To
),

This letter updates you on positive progress with the commercial deal for the future use of
the Millennium Dome and regeneration of the Greenwich Peninsula, whilst highlighting the
remaining risks. I also include an update on the division of proceeds between the taxpayer
and the Lottery.

SALE OF THE MILLENNIUM DOME

The negotiations on the section 106 agreement to be allied to the planning consent are now well
advanced, although the timetable for conclusion of the agreement has slipped to the week
commencing 19 January. The applicant parties will not sign the section 106 agreement until other
associated agreements have been settled to their satisfaction. But I am confident that outstanding
difficulties can be resolved in January. I will continue to meet with the applicants and Greenwich
Council on a regular basis, to keep up momentum and ensure a continuous dialogue.

Once all parties are satisfied, the s.106 agreement can be signed and Greenwich Council can issue
the planning consent. There will then follow the statutory 3 month period during which the
planning consent may be challenged in the courts. None of the parties will allow the commercial
deal to go unconditional (ie to complete) until this judicial review period has passed, either without
a challenge or having repelled any court action: I am impressed by Greenwich Council’s
pronounced efforts to limit the risk, although a challenge is always possible in such a high profile
project like this.

All parties remain fully committed to the project; although I should stress that the proposed Dome
purchasers Anschutz Entertainment Group, especially, will want to take a very close look at the
long term commercial prospects before allowing the deal to go unconditional. But assuming
continued commitment and no legal challenge, then I would expect it to go unconditional in May
2004.

Total proceeds of the Dome sale are currently estimated at £550million. As regards the division of
sale proceeds, the NMEC liquidators and the Millennium Commission have taken over a year to
consider the offer made to them in December 2002. The Commission has recently agreed to

accept the offer, with some minor variations, and Tessa Jowell is due to write to the Deputy Prime
Minister with the outcome. This will entail roughly 13% of sale proceeds (after the costs to the




taxpayer have been recovered) going to the Lottery — or around £70m from the £550m. This
outcome will recognise the major contribution of the Lottery and the Dome to the regeneration of
the Greenwich Peninsula. Final arrangements do, though, depend on completion of the
commercial deal with Meridian Delta Ltd, so while we can and should strongly promote the
division of proceeds when the completed commercial deal is announced, we should not do so
before then. We will, in the meantime, work up a robust presentational strategy to highlight all the
long and short term benefits of the project.

I am copying this letter to the Deputy Prime Minister, Tessa Jowell and Paul Boateng, and to
Mavis McDonald, Sue Street, Gus O’Donnell and Sir Andrew Turnbull.

oS extr
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KEITH HILL
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From: Mavis McDonald & Sue Street \/ Q

Date: 3 February 2004

Deputy Prime Minister
Secretary of State
ODPM DCMS
Richard McCarthy Brian Leonard
Peter Unwin Simon Broadley
David Lunts Chris Atkins
David Liston Jone Nick Beach f ‘
Andrew Lean Martin Niblegt
Fred Croft : iL'L‘S%
Chris Stendall : _

PROPOSED DIVISION OF DOME SALE PROCEEDS BETWEEN THE TAXPAYER 71’ ’J—»
AND THE LOTTERY :

Background

Further to Ministers' promise that the Lottery will receive a fair share of the
proceeds of the sale of the Dome, we wrote to the Liquidators of the New
Millennium Experience Company (NMEC), the Millennium Commission and
English Partnerships (EP) in December 2002 setting out a proposal of advice
we intended to offer to Ministers, that the Lottery should receive 12.5% of
the proceeds of the Dome sale after deduction of a “first call”, for EP's
allowable costs, which it was assumed would ultimately amount to £30
million.

The NMEC Liquidators, who are obliged by law to get the best deal for
NMEC's creditors, have considered the Dome sale deal in some detail. They
have indicated that the offer is a fair one commercially, although they have
commented that NMEC's financial interests should be contractually protected
in respect of the allowable costs cap, the definition of allowable costs,
verification that EP will not deduct additional costs before sharing out NMEC's
allocation and that NMEC does not enter into terms that would prejudice its
position should the MDL sale deal not complete. However, the Liquidators
recognise there may be other considerations for the Millennium Commission.
The Commission is NMEC's funder and effective creditor.

Millennium Commission’s response to the proposal

The Millennium Commission has now considered the proposal and reached the
view that it is acceptable with some minor adjustments and subject to the
Government giving serious consideration to some other issues. These were
set out in Tessa Jowell's letter of 8 January. Together with officials from
Treasury, we have considered the Commission’s points and our advice on each
is as follows:
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a) Strict definition and capping of allowable costs at £30 million

The Commission appear to have two concerns: that the Dome will lie
empty for a very long time for reasons well beyond their control with
maintenance and security costs adding up and reducing the return to the
Lottery; and that EP could reduce expected sale proceeds through
investment in new infrastructure for the Peninsula. We agree that this
request is acceptable in the context of the current sale deal. Sufficient
information is available to enable a strict definition of allowable costs to
be made. We recommend that you agree that all EP’s allowable costs,
representing the "first call” on proceeds, should be limited to £30 million
in the context of the MDL sale deal. EP’'s Dome-related costs will be
higher than £30 million, but these will still be recovered later, from EP’s
share of the proceeds. In fact the taxpayer can expect to receive far in
excess of the costs incurred by EP.

b) Measures to reduce the risk that the returns to NMEC are
reduced as a result of EP pursuing its regeneration objectives
as opposed to maximising income from the deal

EP has a duty to dispose of land for the best consideration which can
reasonably be obtained and cannot depart from this without the
agreement of ODPM. You can reassure the Commission on this point.
In the very unlikely event that EP and MDL wish to renegotiate cash
proceeds for development land or value elsewhere that would affect the
income to the Lottery from this proposal, we recommend that Ministers
undertake to revisit the Lottery share in those circumstances.

c) Anincrease in the offer to reflect increased affordable
housing on the site

Providing more affordable housing as part of the planning permission is a
requirement driven by the Mayor, and consistent with ODPM policy,
which may reduce the cash proceeds of sale. We agree that a slight
increase in the Lottery share to 13% is a fair way of reflecting the
smaller total proceeds to be shared between the taxpayer and the
Lottery and would meet the concerns of the NMEC Liquidators and the
Millennium Commission. We recommend you agree that the Lottery
should receive 13%, after EP’s first call on the first £30m of proceeds.

d) A mechanism which reflects those aspects in the January
2001 contract which ensured that in the event of the collapse
of the Legacy deal that the principles would apply to any
alternative deal, i.e. NMEC needs to preserve its rights in the
event that the MDL deal collapses.

We agree that, in the event the current sale deal should collapse or be
substantially amended, the principle should continue to apply that the
Lottery receives a fair share of sale proceeds. We acknowledge that in
setting aside the January 2001 agreement between NMEC and EP, NMEC
will want to ensure that its commercial rights are not reduced under any
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subsequent sale deal. But there are concerns over NMEC's rights under
the January 2001 agreement and, because the current sale deal is so
different from the one on the table then, there have been great problems
in applying the principles of the January 2001 agreement to the current
sale deal. We do not advise replicating the mechanism in the |anuary
2001 agreement, therefore. Instead we prefer to use an arbitration
mechanism, which (under current MoG arrangements) would involve us
as Accounting Officers, that would allow the split to be determined in a
way that reflected the shape of the alternative deal and circumstances
that applied at the time. For example, a percentage reflecting the
development potential and value which the building of the Dome has
added by virtue of the site's high profile as a visitor destination. We do
not believe our approach in respect of any subsequent deal would reduce

NMEC's rights.

e) Concern about the costs of monitoring the deal on division of
proceeds over its lifetime and a wish for the structure of the
deal to be kept as simple as possible

We both agree that it is in the public interest that monitoring should be
adequate but costs should be kept to a minimum and should not unduly
diminish the sale proceeds. The direction to EP necessary to allow them
to make a new agreement with NMEC will provide the opportunity to
impose (a) a duty on EP to take all practicable steps to ensure the correct
share of proceeds is paid to the appropriate body which is to receive the
Lottery share and (b) a duty on EP to establish a method of independent
audit of the division of proceeds. We believe that, in practice, this
could be achieved through the audit by the National Audit Office (NAO),
who could be asked to pay special attention to this in the audit plan.
Provided the recipient can be clearly sighted on the mechanism and
practice of the distribution of receipts, which will be agreed between the
parties before the new agreement is signed, we believe this would
provide the necessary security. We recommend that you agree this.

f) Preference for a restructuring of the proposal to give greater
surety to the Lottery

The Millennium Commission indicated a preference for a mechanism for
payment of the NMEC share that provided the cash earlier in order to
address concerns about the burden of long term monitoring and partly
to reduce the risk over the long term. We understand that the
Commission may be prepared to accept a lower share in return for
earlier payment. Favourable fluctuations in the deal after an early
payment period would accrue only to EP. But we do not favour the
Commission's suggestion. We believe that new negotiations would
prove lengthy and costly and that our proposal represents the only fair
way to ensure that the Lottery and the taxpayer share the risk over the
period of the deal. We also believe that, if adopted, the simple
monitoring arrangements described at (e) above would partly address
this point anyway. Treasury officials agree.
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Conclusion

Most of the points made by the Millennium Commission are reasonable and
can be accepted. But the Commission's suggestions go further in two respects
than we feel able to recommend. These relate to its apparent preference for
reverting to some aspects of the January 2001 agreement, in the event the
current sale deal collapses, and its wish for greater certainty through early
cash receipts . The Secretary of State for Culture, Media and Sport, in her role
as Chair of the Millennium Commission, will be urging the Deputy Prime
Minister to consider the Commission’s point of view, on the understanding
that we, as Accounting Officers, have considered and taken a common view as
set out above. If the DPM supports our agreed position, the Secretary of
State would accept that.

If you agree, we propose you jointly seek agreement from the other Ministers
with an interest (Paul Boateng, Lord Rooker and Richard Caborn), in a letter
copied to Keith Hill in his joint roles as NMEC Shareholder and EP Minister.

MAVIS MCDONALD SUE STREET

G:A\T&C\Millennium\04-02-03 DPM SOS DCMS From Mavis McDoanld Sue Street.doc
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MISC 10 AND DIVISION OF PROCEEDS FROM DOME SALE

This letter concerns the avoidance of Ministerial conflicts of interest in deciding on the
division of proceeds from the Dome sale.

I wrote to you in November 2002 concerning the draft proposed division of proceeds from the
deal between English Partnerships and Meridian Delta Limited. Contracts were exchanged
on that deal, which relates to the future use of the Dome and the development of land on the
Greenwich Peninsula, in May 2002 : negotiations and procedures (principally securing
planning permission) are continuing, and are currently expected to result in completion of the
deal in spring 2004.

The draft proposition on division of proceeds was subsequently agreed by Ministers and put,
by Sue Street and me, to the Millennium Commission, KPMG (as the official liquidators for
the New Millennium Experience Company) and English Partnerships in December 2002.
KPMG and the Millennium Commission have spent the time since then assessing the
proposition, and we are hopeful that the next meeting of the Millennium Commission — on 10

Our expectation is that MISC 10 will be asked to either formally endorse the existing offer,
possibly with minor variations, or to arbitrate on any disagreements over the proposition.
Therefore, we need to put contingency plans in place to reactivate MISC 10 and identify a
provisional date for it to meet.

You may recall that in order to avoid any actual or perceived conflict of interest in the way in
which Lord Rooker was to fulfil his dual role (in December 2002), as Minister for EP and
NMEC, Sue Street and I proposed to operate similar arrangements to those that existed for
Lord Falconer. Keith Hill has now taken over as both Minister for EP and as Minister and
Shareholder for NMEC. The conflict of guidance remains as before, and I attach a copy —
updated to refer to Keith Hill — which Sue Street and I will issue to other Accounting Officers
(for EP and the Millennium Commission) ahead of any MISC 10 consideration of the matter.

Web site: www.odpm.gov.uk

Email: mavis.mcdonald@odpm.gsi.gov.uk 2003-12-09 Dome




The arrangement will mean that Keith Hill will be entitled to attend and speak at MISC10 but
will absent himself from the final decision on the split of proceeds. However, this would
mean that, whilst Tessa Jowell could represent the interests of the Millennium Commission,
there would not be a Minister present at the decision-making stage formally to represent the
interests of ODPM/EP, nor one to represent the interests of NMEC/KPMG. As chairman of
the Committee, this role cannot be taken on by the Deputy Prime Minister.

The DPM has therefore asked that the Cabinet Secretariat ensure that Lord Rooker is invited
to meetings of MISC 10 when the distribution of proceeds issue is expected to be discussed

and decided in order that he can represent EP’s interests. Lawyers have advised that this is
acceptable. Richard Caborn should also be invited to the meetings, so that he can represent
the interests of NMEC/KPMG - this has been agreed by Tessa Jowell and Sue Street. Keith
Hill should continue to be invited, even though he will not be able to partake in the
Committee’s decision on the division of proceeds issue.

I am copying this to Sue Street and Gus O’Donnell, and to Paul Britton with the request that a
provisional date be sought for MISC 10 to meet and decide on the division of proceeds from

the commercial deal between English Partnerships and Meridian Delta Ltd. This needs to
happen shortly, although not necessarily this side of Christmas.

7&&99
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MAVIS MCDONALD




DRAFT CONFLICT OF INTEREST GUIDANCE LETTER FROM MAVIS
MCDONALD TO MIKE O’'CONNOR AND JOHN WALKER

. Richard Mottram’s letters of 14 September 2001 to David James, [Mike
O’Connor] [you] and Paula Hay-Plumb set out a clear procedure to deal

with potential areas of conflict in respect of Lord Falconer’s roles as

Shareholder for the New Millennium Experience Company Ltd (NMEC)

and Minister responsible for English Partnerships (EP). This letter
updates those arrangements in the light of Keith Hill assuming both these
roles. The guidance set out below has been agreed with the Deputy Prime
Minister, Tessa Jowell and Keith Hill, and is issued with the agreement of
Sue Street.

. The Government’s objectives in relation to the sale of the Dome are to
achieve a sale and development of land which reflects the quality and
status of the Dome, supports regeneration and represents value for
money. EP and NMEC share an interest in the effective delivery of these
objectives and it will in many circumstances be advantageous for Keith Hill
to have the wider perspective and single focus provided by undertaking

both roles in relation to the Dome.

. Since Richard Mottram’s letter of 14 September 2001 KPMG have been
appointed, by the NMEC Shareholder, as liquidators to take the Company
into solvent liquidation, and have been pursuing that aim since December
2001.

. The potential for conflict, or appearance of conflict, arises principally in

relation to the division of any sale proceeds between EP and NMEC.

. The procedure to avoid any actual conflicts, or appearance of conflict,

should be:-

a) In relation to sale proceeds, that the Accounting Officers for DCMS and

ODPM, in conjunction with the Accounting Officers for the Millennium




Commission and EP, attempt to agree a division and put this to MISC

10 for agreement;

That Keith Hill will not take part in any formal decisions in MISC 10,
where a conflict between his two roles may arise, or may appear to
arise. Under such circumstances, Tessa Jowell will be in a position to

represent the interests of the Millennium commission who will be the

beneficiary of any assets from the NMEC liquidation. Lord Rooker will

represent the interests of EP, and Richard Caborn will represent
NMEC, in MISC 10 decisions. At present only the division of proceeds
issue is expected to require such arrangements, under which Keith Hill
will take part in and inform discussions, but not the formal decision

making process.

To ensure that at all times Keith Hill has clear written advice from each
of the parties - DCMS/Millennium Commission/KPMG in his role as
NMEC Shareholder; and ODPM/EP in his role as Minister for EP — and

that the basis for any decision must be transparent and recorded;

That the departmental Accounting Officers concerned have access
both to Keith Hill and to their Secretaries of State, and that if they have
any concerns over any proposed course of action, their views can be
overridden only at Secretary of State level. Any direction would need

to be made or authorised by the relevant Secretary of State.

6. | am writing in similar terms to [Mike O’Connor] [John Walker], and copying
this to Richard Heis at KPMG.

MAVIS MCDONALD
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During the Cabinet discussion on the Olympics last Thursday, the Deputy Prime Minister
promised to send colleagues a note on the benefits deriving from the public investment in

the Dome and the Greenwich Peninsula.

[ enclose a note on the main benefits stemming from the purchase of the site, from the
building of the Dome and running the Millennium Experience, and from the future
investment and economic activity that is expected from the commercial deal between

English Partnerships and Meridian Delta Ltd.

The decisions to locate the Millennium celebrations on the Greenwich Peninsula, and for
the public sector to acquire and prepare the land, have — together with the extension of the
Jubilee Line to North Greenwich and beyond - resulted in a huge increase in private sector
investment and economic activity on the Peninsula. This in turn has delivered substantial
public benefits so far, and will deliver many more over the next 20 years.

When viewed in its proper context, it is clear that the Dome project has delivered, and
will deliver, major benefits for Greenwich, London and the Thames Gateway — not least
of course, the prospect of a world class indoor arena that will be available as part of an

Olympics package.
['am copying this to the Private Secretaries of Cabinet Ministers and to Ian Fletcher in Sir
Andrew Turnbull’s office.
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ROBERT CAYZER

Web site: wyww.odpm.gov.ulk
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THE DOME AND THE GREENWICH PENINSULA

During the Cabinet discussion on the Olympics last Thursday, the Deputy Prime Minister
promised to send colleagues a note on the benefits deriving from the public investment in
the Dome and the Greenwich Peninsula.

I enclose a note on the main benefits stemming from the purchase of the site, from the
building of the Dome and running the Millennium Experience, and from the future
investment and economic activity that is expected from the commercial deal between
English Partnerships and Meridian Delta Ltd.

The decisions to locate the Millennium celebrations on the Greenwich Peninsula, and for
the public sector to acquire and prepare the land, have — together with the extension of the
Jubilee Line to North Greenwich and beyond - resulted in a huge increase in private sector
investment and economic activity on the Peninsula. This in turn has delivered substantial
public benefits so far, and will deliver many more over the next 20 years.

When viewed in its proper context, it is clear that the Dome project has delivered, and
will deliver, major benefits for Greenwich, London and the Thames Gateway — not least
of course, the prospect of a world class indoor arena that will be available as part of an

Olympics package.

I am copying this to the Private Secretaries of Cabinet Ministers and to Ian Fletcher in Sir
Andrew Turnbull’s office.
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ROBERT CAYZER

Web site: www.odpm.gov.uk
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BENEFITS FROM THE DOME PROJECT

What did we start with?

300 acres of derelict land - highly contaminated from years of industrial use
and left to decline in recent years.

In 1998, Peninsula ward (Trafalgar) was ranked 11 on list of most deprived
local authority wards in England.

« A blot on the Greenwich and London landscape.

What has been achieved so far?

One of the UK’s largest regeneration projects. 300 acres of contaminated land
have been remediated and brought back into use.

lconic site instantly recognisable throughout the world. During its 12 months of
operation the Dome was the most successful visitor attraction in the country —

with 6.5m visitors.

Dome generated contracts worth more than £500m for UK companies.

A great number of jobs were created by the Dome. Around 1,000 front-line
staff were employed, a quarter of whom were previously unemployed — some

long-term.

Year 2000 figures ranked Peninsula ward 1270 on list of most deprived wards
in England — well outside the top tier of worst areas.

Building of Greenwich Millennium Village (GMV) comprising nearly 1,400 new
environmentally friendly homes. Currently some 670 homes are either
completed or under construction. Likely an application will be submitted in the
future to increase the number to over 2,500 homes.

In addition to GMV, new developments on the Peninsula include:

ecology park, 50 acres of parkland, river walkway and flood defences.
new primary school and health centre

162 bed hotel
14 screen cinema and new Sainsbury’s — both built to innovative design

and high environmental standards
— new river pier and yacht club

£280m of private finance already invested in GMV and £90m spent on new
cinema and retail development.




« Deal secured between English Partnerships (EP) and Meridian Delta Ltd
(MDL), AEG (Europe), and Quintain Estates for future development of the site.

What does the MDL planning application cover?

Development of 190 acres of land (170 EP and 20 private) totalling over 15m
sq. ft. Project expected to run to 2025.

Secure future use for the Dome as a world class entertainment and sports
venue, due to open 2006 (subject to planning timeline) - maximum capacity of

26,000,

Development of the Dome Waterfront — outside the arena but inside the
Dome. Comprising a number of uses to complement the Arena —e.g.
entertainment venues, leisure, food and retail.

Over 10,000 homes, many of which will be affordable, including key worker
accommodation.

600 bed 4/5 star hotel, open spaces and parkland.
Secondary school, and other community facilities.

3.5m sq. ft of commercial office space and significant transport infrastructure
improvements.

What are the future benefits?

In addition to the environmental improvements and physical developments
outlined above:

Up to £550m cash return to EP/Government during lifetime of the MDL deal
(2025) with NPV of around £240m.

Private sector investment of £4bn across the MDL/AEG development.
£135m investment in Dome Arena and at least £65m in Dome Waterfront.

20,000 permanent jobs; over 5,000 new jobs for Greenwich and Thames
Gateway,

Average 1,200 construction jobs at any one period during 20-year
development phase.

Potential new Creative Industries cluster on the Peninsula — MDL and AEG
have entered into discussions with various educational establishments and

media and entertainment industry organisations.
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PRIME MINISTER 23 DEC m /g/

| am pleased to be able to report that Meridian Delta Ltd (MDL) have today
submitted their planning application to the London Borough of Greenwich, for the
creation of a new 26,000 seat sports and entertainment arena inside the Millennium
Dome, and for the regeneration of 190 acres of the Greenwich Peninsula. The
application is the largest single development proposal in the UK for many years. It
follows some seven months after contracts were signed between MDL and English
Partnerships (EP) for the sale of the Dome, and represents another significant
milestone towards bringing the Dome back into a worthwhile and successful use,
and the regeneration of one of the largest brownfield sites in Europe.

Meridian Delta’s planning application envisages the provision of a 26,000 capacity world
class arena inside the Dome, with a further 62,000 sq m of entertainment and leisure
space around the outside of the arena but stiill inside the Dome. Outside the Dome
Meridian Delta would like to provide around 10,000 homes, of which at least 3,500 are
likely to be affordable; 340,000 sq m of commercial space; 33,000 sq m of retail provision;
a new 600 bed hotel with conference and banqueting facilities; major areas of public
realm and open space; and a new school with additional community facilities.

Subject to securing planning permission, work on both the arena and the wider
development could begin in mid-2003. On this timetable, the Anschutz Entertainment
Group (AEG) (which will build and operate the arena) would expect to open the arena in
2005. However, much depends on progress made with the planning application itself,
and on discussions between Meridian Delta and the planning authorities over the
community and other facilities that the developer will be expected to provide. However,
everyone involved in the planning process is committed to seeing the application
succeed, and coupled with the extensive community consultation that Meridian Delta
have already undertaken, there is every prospect that the planning process will proceed
relatively smoothly.

MDL believe the development will deliver 24,000 long term jobs. At this level, the project
is set to deliver substantial benefits, for Greenwich, for London and for the Thames
Gateway. The Peninsula is a key site at the entrance to the Gateway, and early progress
on this site will help establish a development momentum for the wider agenda.




A key issue to be resolved through the planning process is the amount and nature of
affordable housing. This site has the potential to make a substantial contribution towards
increasing the number of affordable homes available in.London, and as such to provide
an early indication of our ability to deliver against the targets we will be setting ourselves
in the Communities Plan. My office will therefore be discussing with the developers, the
GLA and the London Borough of Greenwich, how much affordable housing should be
provided on the site, against an over-arching objective of providing a balanced and
sustainable community on the Greenwich Peninsula.

| should emphasise that, under the Ministerial Code and the published Guidance on
Propriety Issues in the Handling of Planning Casework in ODPM, | am not taking any part
in consideration of the planning application, despite my wider planning responsibilities.
As announced to Parliament in July, Chris Leslie is the Minister with responsibility for
considering any Dome related planning matters. There is an equivalent separation of
roles between officials who advise Chris Leslie on the planning issues and those who
support me on other ongoing Dome considerations.

| also took the opportunity this week to clarify to Parliament my position in relation to the
Dome and the New Millennium Experience Company. We received Counsel’s opinion that
it could jeopardise the outcome of some outstanding litigation involving NMEC if the
shareholding in NMEC were formally transferred from Charlie Falconer to me, and on that
basis he remains the legal shareholder. However, he has given me full power of attorney
over all NMEC matters, and as a result | have full Ministerial responsibility for the
Company.

Finally, the Dome will, once again host a New Years Eve party for 40,000 people

organised by the Ministry of Sound, this year in collaboration with Anschutz Entertainment
Group. Last years event was highly successful and facilities are already being installed
inside the Dome, in preparation.

Overall, the Dome is steadily and quietly transforming itself into something which, subject
to successfully obtaining planning permission, could be a major success story.

| am copying this minute to the Deputy Prime Minister, Tessa Jowell and Paul Boateng,
and to Mavis McDonald, Sue Street, Gus O’Donnell and Sir Andrew Turnbull.

JEFF ROOKER
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As foreshadowed in my letter of 12 December, German Parliamentary approval L Sluemaf o
was obtained on 18 December. Following final confirmation from the other 3. 12,92
partner nations we have signed the METEOR contract with MBDA today. A

short press release welcoming the news will be issued later today.

We will now keep the pressure up on Germany on A400M so that we can
achieve contract signature on that programme by April 2003.

| am copying this letter to Lucy Makinson (HMT), Jonathan Sinclair (FCO), Erica
Zimmer (DT!1), and Desmond Bowen and lan Fletcher (Cabinet Office), Sir Paul
Lever (Berlin) and Sir John Holmes (Paris).
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PETER DAVIES
Private Secretary

Matthew Rycroft Esq
10 Downing Street

23-DEC-2882 17:84
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DOME - DIVISION OF PROCEEDS

I was grateful for your letter and attached paper of 6 November 2002 regarding the
proposals which you and Sue Street, as the relevant Accounting Officers, are
discussing in relation to the division of proceeds from the sale of the Millennium
Dome to Merdian Delta Ltd.

You will be aware that officials here have been in contact with the Dome Sale Unit on
these issues and have been advising that whatever course you decide to adopt will
need to be defensible in public and at the Public Accounts Committee.
We would be grateful if you could continue to keep us in touch with developments.
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CABINET OFFICE
70 Whitehall, London SW1A 2AS
Telephone 020 7270 0101 Facsimile 020 7270 0208
Email psturnbull @ cabinet-office.x.gsi.gov.uk

From the Secretary of the Cabinet and Head of the Home Civil Service
Sir Andrew Turnbull KCB CVO

13 December 2002

Dear Jone,

CABINET COMMITTEE ON THE MILLENNIUM DOME (MISC 10) AND DIVISION
OF PROCEEDS FROM DOME SALE

I refer to Mavis McDonald’s letter of 6 November to Sir Andrew Turnbull on the
above.

Sir Andrew is content with the arrangements Mrs McDonalds suggest to avoid
Ministerial conflicts of interest in deciding on the division of proceeds from the

Dome sale.

I am copying this letter to the private secretaries of Gus O’Donnell and Sue Street.

\'fw sweavely
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Sally Warren
Assistant Private Secretary

Julie Eason,

PS/ Mavis McDonald
Office of the Deputy Prime Minister

A02002/2214




The Rt Hon The Lord Goldsmith QC

9 BUCKINGHAM GATE
LONDON SW1E 6JP

oql, |

Nov 2002 | /e//ﬂjugﬂm;

020-7271 2460

Office of the Deputy Prime Miniggemo, .....¥.
26 Whitehall

f
London SW1A 2WH ) ﬁ%/&
~
K€ November2002  b—

Lord Rooker FILING INSTRUC | }/l( Ol [\’5 ﬁ_

bewr 2f

REQUEST FOR ADVICE CONCERNING THE TRANSFER OF THE
MINISTERIAL SHAREHOLDING IN THE NEW MILLENNIUM
EXPERIENCE COMPANY

One of my officials is today writing to officials in your Department and
the Department for Culture, Media and Sport conveying my advice on
this matter. I thought you may welcome a short note from me.

In my view it is acceptable under the Ministerial Code of Conduct for
you to assume Ministerial responsibility in Parliament for all Dome
matters, including those relating to NMEC in accordance with the
Prime Minister’s wishes, notwithstanding that you do not hold the
shareholding in that company nor are you a member of it. Nor do I
consider your actions in answering questions in Parliament in relation
to the Dome could be said to amount to a contempt on the basis that
you do not hold the shareholding nor are you a member of NMEC,
assuming of course that you do not explicitly or implicitly suggest that
you are. To avoid any risk of contempt I would recommend that you
take the earliest opportunity to clarify your position in relation to
NMEC in the House.

I am copying this letter to the Prime Minister, the Deputy Prime
Minister and the{S€etetary of the'Cabinet:
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‘ Department for Culture, Media and Sport ' 2-4 Cockspur Street Tel 02072116256
From the Office of the Permanent Secretary ; " London SW1Y 50H Fax 02072116259
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RESTRICTED

lan Fletcher

"PPS/Sir Andrew Turnbull KCB CVO
70 Whitehall
LONDON SW1A 2AS
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TRANSFER OF MINISTERIAL RESPONSIBILITY FOR NMEC (MILLENNIUM DOME)

On behalf of Sue Street | would like to draw Sir Andrew’s attentlon to the present
situation with regard to the transfer from Lord Falconer to Lord Rooker of
Ministerial responslbility for the New Millennium Experlence Company (NMEC),
which built and operated the Millennium Dome and which is currently in solvent
liquldation. The issues are rather technical, but Sir Andrew needs to be aware in
light of his role in overseeing the transfer of Ministerial responsibilities, as set out
in the Ministerial Code.

The Prime Minlister announced on 8 July that Lord Rooker would be dealing with
policy Issues related to the Dome and that responsibllity for NMEC wouild transfer
to a Minister In the Office of the Deputy Prime Minister ‘in due course’. The
Deputy Prime Minister subsequently decided that the NMEC Minister should be
Lord Rooker, who also has responsibility for the sale of the Dome slte in his
- capacity as Minister for English Partnerships. The government is the sole
shareholder in NMEC, and to achieve the transfer of responsibilities it was deemed

necessary to transfer the NMEC shareholding from Lord Falconer (in whose name it
currently is) to Lord Rooket,

There remains, however, an issue of ongping litigation involving NMEC and Lord
Falconer. Counsel advised that transfer of the share could result in the litigant
seeking an injunction at an open court hearing, with costs against the Government.
On that basls, Counsel advised that the share should not be transferred, but that
Ministerial responsibllity could still be transferred without the share (pending
completion of the litigation) backed up by a power of attorney and forms of proxy

O

INVESTOR IN PEOFLE
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Departmaent for Culture, Media and Sport

signed by Lord Falconer. Caunsel advisedthat this would give Lord Rooker full and
independent control of NMEC business, and Lord Rooker was consulted on
Counsel's arguments by a submission of 31 October, jointly agreed by Sue Street
and Mavis McDonald.

Lord Rooker's view in respanse to this submission, as recorded in a note of 11
November, was that it would be seen as contempt of Parliament to answer on
NMEC matters in Parliament without holding the share, and that he would only be
content to take on the Ministerlal role without the shareholding if he received
written instruction from the Prime Minister or the Attorney ‘General that it would
be satisfactory under the Minlsterial Code. DCMS lawyers have therefora sought
advice from the Law Officers on whether the Attorney General would be willing to .
given his written agreement to the proposed transfer of responsibilities. We have
asked for advice by close on Monday, in light of a Parliamentary Question about
the Dome which is due to be answered in the House of Lords on Tuesday.

We hope that the Law Officers' advice will give comfort to Lord Reoker that he will
be able to assume responsibility for NMEC matters as decided. But Sue wanted to
ensure that this matter was brought to Sir Andrew's attention in case the advice
from the Law Officers does not provide Lord Rooker with the reassurances that he
has requested. If that were to be the case, we may need to come back to Sir
Andrew for his guidance, since paragraph 37 of the Mlnlsterlal Code states that the
Head of the Home Civil Service should be consulted in cases where there is any
dispute over transfer of Ministerial responsibilities.

ours
o (seM

Ben Cowell
PS/Sue Street

25-NDU-2882 15:34 01712116259
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CABINET COMMITTEE ON THE MILLENNIUM DOME (MISC 10) AND DIVISION OF
PROCEEDS FROM DOME SALE

. This letter concerns the avoidance of Ministerial conflicts of interest in deciding on the
division of proceeds from the Dome sale.

. | enclose a copy of a letter | have sent to Gus O’'Donnell, explaining the current
position on the division of proceeds. You will also recall that Ministerial responsibility
for the New Millennium Experience Company (NMEC) has transferred to Lord Rooker
in ODPM, although he is still supported by DCMS officials on NMEC issues.

. The apportionment of proceeds between English Partnerships (EP) and NMEC (on
behalf of the Lottery) will be decided by MISC 10. In order to avoid any actual or
perceived conflict of interest in the way in which Lord Rooker fulfils his dual role, as
Minister for EP and NMEC, Sue Street and | propose to operate similar arrangements
to those that existed for Lord Falconer. We will issue guidance to other Accounting
Officers (for EP and the Millennium Commission), as was done previously.

. This arrangement will mean that Lord Rooker will be entitled to attend and speak at
MISC10 but will absent himself from the final decision on the split of proceeds.
However, this would mean that, whilst Tessa Jowell could represent the interests of
the Millenniu<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>