MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1

Telephone 01-=920X7022 218 61 69

15th December 1981
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Last night our Resident Clerk provided you, against the
possibility of an early morning telephone call to the Prime
Minister from the Prime Minister of Australia, with a short
note on the present state of the negotiations with the Australian
Government on the sale of HMS INVINCIBLE. This note is intended
to amplify and, so far as possible, update the earlier one.

I enclose a copy of the signal which my Secretary of State
sent to the Australian Defence Minister, Mr Killen, on 12th
December which confirmed the sale of HMS INVINCIBLE to the
Australians on the basis of the agreement initialled by negotiators
in Canberra on 20th November, but only on the condition that about
£95 million of the sale price of £175 million would be paid to
us in 1982/83.

As our earlier note forecast, the Australian Cabinet considered
their purchase of INVINCIBLE at their meeting on Tuesday (Monday/
Tuesday night in the UK). The matter is, we understand, to be
considered again on Wednesday (Tuesday/Wednesday night here). In
the meantime my Secretary of State sent a message to Mr Killen
via our High Commissioner in Canberra in advance of the Australian
Cabinet's first meeting on this. The main purpose of the message
was to point up the fact that any delay in a decision by Australia
(because of a need to consider further our insistence on a
substantial early payment) would strengthen the pressures on
Mr Nott to withdraw the offer. I enclose a copy of Mr Nott's
message and of our High Commissioner's reply after he had transmitted
the message to Mr Killen. As you can see, there is now some doubt
whether Mr Frazer will telephone the Prime Minister on this. If,
however, he decides to do so it would presumably be some time after
7.00am tomorrow following his Cabinet meeting (about 3.00am our time).

We have arranged for our Resident Clerk and Press Office to be
infformed as soon as any decision is announced by the Australian

Government and our Press Office (and yours) are already armed with a
reciprocal statement and a full set of defensive material in Question

and Answer form.
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HMS INVINCIBLE

YOUR SIC AAA/A2P 1421807 DEC 81 TRANSMITTED TO MR K!.LLEN AT 1332
LOCAL . JUST PRIOR TO CABINET MEETING, WHICH MAY E EXTEND UNTIL TOMORROW
16 DECEMBER, ME SAID QUOTE THES DOES IT FOR ME, | WILL INFORM pPM
UNQUOTE. YOUR TELEX MAY WELL HAVE SAVED rHE DAY,

2. NOW UNDERSTAND THAT PM DI.J NOT S!CNAL AUSTRALIA HOUSE LONDON
OR MAKE A TELEPHONE CALL TO NO 12. IN VIEW UF YOUR MESSAGE HE MAY
NOT NOW DO S0, WILL KEEP YOU INFORMED.
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