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DEPARTMENT OF TRADE ArID INDUSTRY 

FOR THE URGENT ATTENTION OF:
Sarah Mullen liM1 fax w_..- 

Please circulate to l-MT offloints below: 

Peter Schofield
Adrian Montague . 
Ross Newby 
Joseph Halligan 

Sarah Graham DSS fax: 

Geoff Mulgan' 
No. 10 Policy Unit fax:; 

Chris Wood Cab. Office fax; 

✓ Jeremy Crump CITU fax: 

Jonathan Evans POCE- fax' G RO 

Robert Ricks tom' 
HMT Legal Adviser_ 

Clive Osborne fax 

'DTULegal C3 

George McCorkell BA fa-.-.-.-.-...-........- 

NUMBER OF PAGES TO FOLLOW: 11 DATE: 1112.95 

FROM - ISABEL A1' DERSON, POSTAL SERVICES DIRBCTOL&TB 
DEPARTMENT OF TRADE A1W Th DUSTRV 

306 RED ZONE, 151 BUCKINGHAM"PALACEROAD 

LONDON SW 1 W 9SS  ----- ---- ---------, . 
TEL NOT- .^sm GRO -

-- -------- --- -- 
FAX 2+t0~- Y IGRO

HORIZON : PROGRESS TRACKING GROUP 

REPORT TO MINISTERS I PRESENTATIONAL ASPECTS ANNEX 

Sarah and copy recipients, 

I attach a revised version of the paper on presentational aspects of Ministers` decisions on the 

Horizon project which seeks to reflect comments received from copy recipients. It 

incorporates in particular some changes in relation to issue of notice of termination and notice 

of time of the essence. 

Isabel Anderson - 

14/12 88 11:05 TX/RX NO, 0454 P01 



POL00039926 
POL00039926 

-zeee Mora 12:Q± ID: FAX: 01712151971 p¢pZ s 

RESTRICTED - POLICY & COMMERCIAL 

ANNEX C 

TIC)ItI C) - 1'ItO1~ SEI) I'ItI1SLN 10NALa S'L`l2ATE ' 

M 

I. Existing contract re-negotiated to continue the project in its entirety. 

II. Notice of tune of the essence issued. 

III. Negotiated settlement with all parties exiting contracts. 

IV.- Negotiated settlement with-ICI✓ providing banking facility instead of benefit, 

payment card. 
V. Decision by I-iMCG to terminate contracts. 
"VI. Withdrawal by ICL, with apparent intention to litigate. 
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DII"AFT S '197RIAL STATEMENTS 

S NA1UO T: . istitt contract rent catisrted tsz c_0rtti zrze the rc'ect in irs 

entirety. 

Madam Speaker, with permission I should like to make a short statement about the 

project, known as Horizon, to automate the payment of social security benefits and 

a range of other services provided at post offices. We have, been concerned at the 

serious delays to this project, undertaken jointly by the Benefits Agency and Post 

Office Counters Ltd under the Private Finance Initiative and with ICL Pathway as 

the private sector partner, and we have therefore been monitoring its progress 

carefully. I am today able to tell the House that we are satisfied that a sound basis 

for taking the project forward to a satisfactory completion has been found. Under 

these revised arrangements, all post offices will be automated by autumn 2001. 1 

-very much hope that this statement will put an end to recent months of damaging 

speculation in certain sections of'the press about the future of the project, and allow 

those charged with its implementation to focus their energies on the task in liond 

without further distraction. 
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The Government remains committed to the objectives of the project, namely:
the automation of the post office counters network, to match the ambitions we 
have for it to become a world beating model service; and to ensure 

- a simple, fraud-  resistant, convenient and cost-effective way of delivering the 
£billions of taxpayers money we pay out each year in benefit payments. 

We remain fully committed both to the maintenance of n nationwide network of 
.post offices - we filly recognise the importance of post offices to the communities 
they serve - and to ensuring that all those who wish to do so will continue to be able 
to draw their social security benefits in cash at post offices. 

For the time being, there will be no change to the existing arrangements. Benefit 

customers will continue 
to be able to collect their benefits in cash at post offices, 

whilst those who hold 
a benefit payment card will still be able to use it., 

SCENARIO III: Negotiated scttleinentwith all parties exiting the contract 
SCENARIO : Decision by F-IMG to terminate contracts 
SCENARIO VT Withdrawal by TCL 

Madam Speaker, with permissionn. I should like, to make a statement about the 

project, known as Horizon, to automate the payment of social security benefits and 

a range of other servicos provided at past offices. The House will be aware that the 

project, undertaken jointly by the Benefits Agency and Post Office Counters ILtd 

under the Private Finance Initiative and with ICL Pathway as the private sector 

partner, has for some time now been in difficulty, suffering extensive delays and 

cost overruns. Despite the best efforts of the public sector, it has unfortunately.not 

been possible to establish an acceptable basis for continuing with the project 

[which will now be discontinued] [and'LCL have adviscd.us oEtheir intention to 

withdraw]. 

M 
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The Goveniment wishes at this time to reaffirm that we remain fully committed 

both to the maintenance of a nationwide network of post offices - we fully 

recognise the importance of post offices to the communities they serve - and to, 

ensuring that all those who wish to do so will continue to he able to draw their 

social security benefits in cash at post offices. 

We also remain committed to the objectives of the project, namely 

• - the automation of..the post.office counters network, to match the ambitions we 

have for it to become a world beating model service-axid to ensure 

- a simple, fraud-resistant, convenient and cost-effective way of delivering the 

• £billions of taxpayers money we pay out each year in benefit payments. 

• Post Office Counters will now need to consider urgently the options for securing a 

• replacement for Horizon. For the time being, however, there will be no change to 

the existing arrangements. Benefit customers will continue to be able to collect 

their benefits in cash.at post offices, whilst those who hold a-benefit payment card 

will still be able to use it. 

optional additional 

Because of the delays to the project, we have had to draw up some contingency 

plans. These have included exploring the potential to seize new opportunities to 

support our ambitions for the Post Office as it moves to a new, commercially 

competitive future and for a wider delivery service for benefit payments. 

So, in addition to being fully automated, the Government would like to see post 

• offices offering on-line banking services in association with commercial banks 

extending the banking facilities already available at post offices. 

rd
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Increasing number of benefit customers are choosing to have their benefits paid 

into bmik accounts. We would like them to have the choice of collecting their cash 

at Post offices. . We will work with the banics to provide everyone with a bank 

account if they do not already have one. Post offices are convenient for most + , 

people, and people in general, not just benefit recipients, will I am sure welcome 

the development of automated banking facilities at post offices 

SC.'Pl r RTO ITT. Negotiated settlement NI itil IC:L prcnvidin~ a i?arikint:, 

fheila" ins#d:a ii of a benct"it a ind nt cardl when reatchecli. 

Madden Speaker, with permission I should like to make a short statement` about the 

project, known as Horizon, to automate the payment. of social security benefits and 

a range of other services provided at past offices. Against the background of 

serious delays to the project, which is being undertvkea jointly by the Benefits 

Agency and Post Office Counters Ltd. under the Private Finance Initiative and with 

ICL Pathway,as the private sector partner, we have been reviewing with the 

contracting parties the future direction of I•iorizon. 

In the light of developments in technology, and the market place, and the continuing 

trend amongst benefit recipients to elect to have their benefits paid into bank 

accounts - which represents a cost effective and fraud-resistant method of paying 

benefits - we have decided not to proceed with the benefit payment card proposed 

by the previous Government. Instead, the Horizon platform will be adapted so that 

all post offices will be equipped to offer automated current account banking 

facilities on behalf of the commercial banks. This will mean that eventually, all 

benefits can be paid into people's bank accounts,.butpeople who wish to, do so will

still be able to draw their benefits in cash at as post office, but with, the added 

benefits of much greater flexibility and- vith access to a wide range of banking 

facilities. What is more, we will work with the banks to help everyone get a bank 

account, if they do not already have one. 
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The terms of the contract with ICL Pathway 
have therefore been renegotiated to 

reflect this change of direction. 

xPeople in p,ene a fi r l, just ust benefit recipients, will I am sure welcome the 

development of automated balking facilities at post 
offices. For sabpostmasters, 

this change will open up the prospects of a 
wide range of new business stemming 

from the development of our policies on 
universal banking, and the potential for 

offering a Single Goverment Account signalled by 
the Prime Minister at the 

Labour Party Conference to bring together in a simpler way the 
many transactions 

Govemn ent has with each individual citizen. 

6 
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IF IC Sae TERMINATES 

GOVERNMENT'S VIEWS .ON TCL PULLING OUT OF HORIZON 

PROJECT? 

• Regret that ICI., has felt unable to continue with the project despite the public 

sector parties' best efforts to agree revised terms with there., 

WHAT WENT WRONG? (IF ICL TERMINATES) 

• e This large and complex IT project became subject to extensive delays and 

cost-overruns, and the contracting parties were unable to agree an acceptable 

commercial basis for continuing with it. 

IF GO ERNAIlJNeA TERMINATES 

1 

WAY FORWARD NOW? 

The Government remains fully committed to the objectives of the Horizon 

project to provide: 

the automation of the post office counters network, to match the ambitions 

we have for it to become a world beating model service; and 

a simple fraud-resistaant way of delivering the £billions of taxpayerS money 

we pay out each year in benefit payments 

7 
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But the plans we inherited from our predecessors are not now the best way to

achieve these objectives, given tbo delays that have now occurred in the project 

they devised. 

We believe there is now a better way forward, available to meet the ambitions g . 

this Government has to handle its dealings withpeople in a modern, convenient ' 

and streamlined way. 

+ In particular, we want to look to solutions for the future. _ 

+ Our vision for the future is that 

This approach will open up the prospects of the kind of Si

Account 

signalled by the Prime  ister at the Labour Party Conference, to 

bring together in a simpler way the marry transactions Govei ment.has with each 

individual citizen. 

EFFECT ON POST OFFICES? 

Post Office Counters will now need to cozisider urgently the options for securing 

a replacement for horizon, incorporating banking facilities but in the meantime it 

will be business as usual for post offices up and down the country. 

• The Government remains fully committed to the maintenance of a nationwide 

network of post offices providing good local access. 

8 
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Fully recognise importance of post offices to communities they serve and 
recognise the especially valuable role played by post offices in viral 
communities. 
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IMMEDIATE CONSEQUENCES FOR BENEFIT CUSTOMERS?

• Those customers 
who 

presently use payment card will see no interruption of 
their payments. 

Vast majority of 18 million benefit customers Will be unaffected. 

• 
t 

} 

i 

• Government remains committed to offering benefit customers a convenient, 

fr aud

-resistant 

and cost effective method of benefits payment and automation of 

the post office counters network, 

• C love ent accepts it is important to future of Post, Office Counters that 

network has modem, automated oil-line platform for hnndling present and future 

business. 

® Disappointing to lose Horizon, but Post Office Counters will now need to 

• quickly consider alternative options which will help it to provide the services 

which its clients and customers want. 

.IJRA NE. FORT 

The Government recognises the particularly significant role post offices play in 

rural communities, both in providing people with easy access to their benefit 

payments and because of the close interdependence of the post office and the 

village shop. 

9 
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• Management of the network is the responsibility of Post Office management who 

seek to ensure that services continue to bo,provided where' passible. However, 

when a subpostniaster resigns or retires it_is unfortunately not always possible to 

recruit a replacenment

• However, the Post Office must also be sensitive to changes in shopping habits 

and demographic trends. 

• When the Post Office are unable to retain a full time facility in such areas they 

will 

seek to establish a part dine facility where possible. 

POST O.FFI( REVIEW? 

• We recently tinnounced a package of ineasures winch will provide real  

commercial freedom within the public sector for the Post Office. . 

• Post Office Counters has already for some thne been seeking to extend its 

product range into a number of now areas, which has proved popular with 

customers. We welcome this, important that they continue to develop in hays 

which will help underpin.the network. 

IS THHiS ANOTHER PFI FAILURE? 

• No. 'File Private Finance Initiative will continue to provide successful basis for 

public/private sector partnerships. 

• Risks transferred under PFI to the private sector must not come back to public 

• sector. 

WHAT DOES tAE4URE MEANFOR. ICUs PLANNED FLOTATi.OSITTS 

FUTURE? 

• Decisions concerning the'futurc of JCL area matter:for ICL and its parent 

company, Fujitsu. 

WIIAT ARE IMPLICATIONS FOR 1 INVEST EI T BY ICEm's 

PARENT COMPANY, FUJITSU? 

w Each project yieeds to be considered on its own merits. The Government greatly 

values Fujitsu's investment in the UK. 

l0 • 
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IS TERMINATION OF THE  PROJECT A REACTION TO FUJITSU 
CLOSING ITS SEMI CONDUCTOR PLANT IN THE NORTH EAST? 

There is absolutely no connection whatsoever between these two events. The 
Government continues to work closely with Fujitsu to try to find a buyer for the •,

Newton 

Aycliffe semi-conductor plant. 

"[HIS TERMINATION S[DREIX INDICATES THAT THE GOVERNMEN T 
HAS NO FAIT

. IN TCL's CAPABILITY IN RELATION TO FF.I 
PROJECTS. HOW DOES THAT SQUARE WITIT THE RECENT AWARD 
OF A MAJOR PFI CONTRACT BY THE DTI TO A CONSORTIUM LEIS 
BY ICL? 

9 Tesnnination of the I*Iorizon project reflects simply the fact that the commercial

difficulties encountered on that particular project could not be resolved to the 

satisfaction of all parties. There is no read-across to the DTI contract 

whatsoever, 


