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IN 'ERR.1`ES 1 CONFI) ; Ni_ i 

PO(94) 49 
Po ST {. I'i`IC:E BOARD 

AI. TONI T1ON A'1' LONDON POST OFFICES 

NTRO.DU." ION 
This paper seeks Board anthi ntv for POC.L to enter il:lt:o an a1gi"Ll`aii llt with the- Benefits Ai',;.`itt: v 

(BA) under .rhic,s Pf CL wdl nivust a 2. "w i(  9.7m capital) to pros €dc orerOonat 1 47t
London post offices. The BA will ei'i:ec€ivuly fund over £7m of this b. ucL a ccc otto arn as well 
as paying an additional clumlerlSr fire fer the enhanced s vnm The new system will ; «1€ ....t 
honefit payments to reduce fraud, but :.ill also handle c c tmg and flirt rnr pl abets for both 13A 

and :otter clients as well as POW's own ane truru tutu adrrnoistrtrtion rueir~n i.ttts. 

Tl€'M proposal has a Stan alone recur. of I :<< ILtLLf. €., aa d the ir_, at act curLer stage of 

negot4 tt c and confirmed that t - prob er tote red Un0 rd utter as aearn sti nt ..;y :.i.:., an a

to set it to as S€Iat'Igic contu ,.r, S.ttcc then Lrt ..., ' ' ' r ' -  .. soltud in a deal fared ,;it 
ili:e:t,.'.rciltL  a<. * x ` i <:., 

i 
a .e€~ sl€:{ . . .Is: i.t tbt=J L ..x , i,t. to 1.1_'1. ~. .xf Tire M %. . _ ..i€,C' '€, is 

t~z a i el  to con . 1. t are; ? ._<tl: I , tr :: i. . t: ~; to t.€. €it st rr i ..€.ad an.l h , is ii€v: 'tl e 
110 n' l: is . . :o 1 in . . : ii _ t ..~~. ._. , e r _ _ ~;` t  a, _ ,.a _he 

o lOs 3_:_:e tintn __ roil 1 t.eLry tree tiara. 1.: awl w'^ s. a` is k i ~ «s..,~,€;s>d f.l.s. 1✓:r~ € , i'4 keen to ....it:l✓al Laud 

'it the it at cpi armub - 

• (.'l €;R0 1 D 

h i .e 1 , t l 1 u.n Cr:to.....-1m p`l>€_€:€ the Board indicated the ;1. o:r€ -ce oft-t.  ,. to Port O€fiiec_ 

c.'ittl€cl:i 'Ltd In °-:;tit"€?IL ;iiito's'EL a seMce and efficiency fhe c i€ : nl tee 0 (11 Otto _ .. s'iC , . It 

t : •Li :' l $aolta I2:'. in t, the the i ds ..f ilil Bu;ef agar r (t s a ::'ta or i m I 

identi f ya 5.11:;1" co c alic. at nimble E.e€ -kind which could be used for other e,x....t`:.ng and 

potential clients". 

lit laudcm with dcvciopimr, the long ten ,"s rel„ tionshrp with BA turned a automation of the fill 
o Ia ~; . ti ~_::i;.€i, :... ,.a c +> to with BA for a€.1 :: . ii E il t .;a..i.r :tr. at all I ,~ 
1i ,, %[£, ._ „> ;.It. a€•:a ... :£4 0 _ Ala. . 1 r 

t
:<<, secur cur T. . .t~. ~;:. a m ~ tl<o r<aei mgi 

..,. .,;:1€€ _ tan i, • li...•. Hitt ti 11€ ?li =s.,'.}IS:cmr 501 a, ,£1ar artrro This . ., _der P0<1

4t . .bra i.it It It s;' ittIp ,. '> , V 1. ._, e ire iiSE ̀ i. elan 000tented ; Uty:; t€€ w nre a cm G;al 

u :<.. -:rt Ic coo ..ac rid tUtor, .• .t:.' ode 1 oo <,.ri .e, inert- Sol- sc..,_ . a d wljle7 

t.,. tins w 3~ : ..,. , .,, n< _ i L i.... .,..,b

I  ti ' _i:  
€ t ls:, .€. „€i s , . a,t ,l';t, _s1< I ,t3 ; .. i ~. , t .a. f: t.. i£€tiil tC 

zz €s € ld ce.i t93 _, <<1, , t€€„c' 1 < •ia._ e. .; ;  , i'..';`E 3.  t<.. . .. ,.z n 1 ; 3:. €€i € nnh:d 

tt to , of t,.0 Prls;r€, p €it:_at I" S on. tE 
zc.tor partner as Part o1, the t.'aekapc

TI-lE PROPOSAL 
'S The proptrcrd S'€11 prosts PC based tenuin;.-Js -with eap. h..«€cs for l:uii cot:cl:tlyd magnetic swipe 

card reudrirni a!it< caaaHe of  supl iti°i4? other devices rr ucti as stuart cards is required in future. 

Throne. '.<'€. tit e,. - " € 1 ho installed mall OTices 1i';tlitir iii°.. N 125 I'i of aw e s ii 
4, e;. 

€iYt, c t:it tit, w 7 is (if 

t? ' ws anI sine to ~o,i:t i , l ° Au €t 1 1 'i. pr~o. ,~..sal .gill <€l, .' pr.ec'idl~ ilic 
+Mo.t ii..xn, a., t. nis and data d ,€.l i .i• s-rr0c,:e €,i €,tii s to Sail.ot this Outlet eat)i illl€t*y These swill 

>'E he =.:€ € 1-c e3:€Stl€To . t fast;tltt i€ 1 ,..,,1''t €€1 <€. •.;d t0 ii;:.<: ,.._ the Ia :lit :on ri . f;rittoad. 

1 a lit' -nitric,; " i'ri 1 v cc. . at Far t,r orot€ rh it i , < ... l , iaea;_w as a result fobnnoiccecrrce .o.. 

l`urit l'. Z ( (nice U; tti{ , . i ,,,. :oa.a'.. ll _. n,,i.lt.<:,,d at the i. €r i 'This case. iine,itd.;s 

£a. '_.r t Or €ep1.ei ,.:_i ;. ,. , ,i;', 
i,  

iduni cquipmunt. rr ,.:€i on the lowest t . . .;t prt`i "blv not the 

cheapest.  Z3 1e ti t i support the e V', Lt - (.~.Ji., ., of 1 e„, _.. 11 1 11L S t. .Li[~_ ly+' €-,1C` 

large I 
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Cappnrtun€tics.' to Improve n%l 51l:al c1 cuntacv collipliaal3ce Avith industry ta.r€£latds, 11: ing PC•based 
r c^gtaf}?n *~.'.E t 1v ii his deIv used in reia:Ed. Fa tces ?ins dovek3 ..€ eat strawg€t.. Id: %viih n

national 5v51 em 

t3 In aid:df on to these ste at€ glc 1..€?Mon is a p:a+:vut',ial € iark t for &wc ,loptnent of new 

products with London-based s:lis;•nts; i; a potential test bed for Ilulil:#€l;it clic;€1ts; and benefits from 

high visibility with opinion fvr#11ers which will help in shaping further development. Direct 
experience off r smog the stern will put ?O. CL in a stronger position to assess and negotiate with 
potential future private sector partners. lone of the E#bsta€ltiaal strategic benefits at this and 
previous paragraphs have been q`:iatili€led foe inclusion in the financial eveduatron of the prolect. 

forwhich a caauticat€s Stand-alone approach has been Liken. 

The wain s attire$ of the effi B negotiated  with ' the BA are m)-frrint pavnler'€ts for etabll: hing tai;: 

service, ou €#I€ 1„. A :is operation. bo€ is payments for,; .€ 1 `fi( fl on-tile or early and 

penalties t =t :eta .L ,twry end fitilaare to €l1o'.t n t .th n.:,ninO  I, l=:€ is. Details arc in AppendLe t. 
The ttac»>. . end ; ::i..itt `s have been &4.4'It',tY:; <, iris i nun sS tilt external corsUhaaws and are 

considered to th Is# h ewith normal practice foi .ho

R In addition to income &m BA, pot::l., n ill he able to make sal v y 11 n ed'ndO , _ on the 
Automated Payments protect. (See Appendix 2 for a briefhncfdesciiptnn.. . .  en :ttte :?en 

applications.) Provided that ;his protect meets the installation tilaactaIIlc h' paragr;'..A1 . :he 
majority € of the tenlii1lals to support bill and pie p.a~aa eut which are due to be Install: << i end. 
(watt British Gas as the first cheat using them). would not be required., as their tE4€?. _, . 

integrated into the new geitcraal purpose tti:a inais being installed under this prot on

9 There, ill he no change to manpower requirements in outlets and only minor changes in 
,tart€irinrstrative staff: with a rcductio €i of cash account error correction work equivalent to 3 or -i 
hall time pasta at POC,1..'s Chesterfield accounting centre by 1999 offset by increased help desk 
requirements at Fe r ahoroa h. 

10 Aker intensive. difficult negot€.<t€ms, 11 and POc."t.. reached provisional heads 0f agreement, 
subject to internal approvals on both sides, on .0 August. A key source of friction in getting to t..o 
point 'e as E3AS concern a 3nta€ Ji level of rntur # hoC:L,1,'iattld make from the prc.?fect. gives th at 

(,ovcrnnieni departments need normally ruth s: t€5tv a hurdle rate ; tf (1%, 131 have subsequently 
otataizaexl Ministerial approval in th s L:IS S. 

MUM; ISSUES & RISKS 
f .I .13A`s original plan was to procure en automated stop <i t e = < en ha el on a c . . ni basis 

and the Initialed E-Ut(i:1"1 T procurement procedures #n f cbrue n ::nkuition to . __, cased 
options, they have considered systems using.  simpler technology ' Ini n i tI e . €#S::_`: in ,!,4 current 
Alm trial tsee Appendix 3.). Although this siaalpler technology could I....;; been £litre e r' to 
implement and cost the BA less, its £;rain use would have been the validation of benefit paym ents. :t 
would not have met longer term plans tMr benefit payment development. and would cert<Iinit- haw 
had no additional benefits or strategic value for POC1.,, us of:h€,r cliz:at~s. or its agents. 

12 hi die course of negotiations. 131 eventually agreed that the in.c,:, a >aE:v Wl{ipanent in London be 
undertaken directly by € O i., as an addition to the i €.€#'ncnl scl; ice contract for benefit pa#r€ cni .; 
past offices). and be banal on s€nand;€rd terminals and c.ottimi.€nac:at:ons capable of a wide range of 
counter transactions. t on vt:r. 131 remain concerned about the speed with which POOL can 
deliver the s stclil and trots address DSS Ministerial concern at the c_c:€ltiill€illM encashment fraud 
level (currently :Lt`.7 m per week in the London €1 area#'), wh ch tit t arc €.€lflicir' committed to 
redrici nit. 

P310... 
IN Si 
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rRftt as: 

I3 Until Unttl the €~•ctsatr,i.et `RW Akrt2 is signiod, a risk €eaaa;ai€as that BA ni-gh.t reveri. to diet €;< rii•, 
proctarcn)::Ilt options With ..€. •> ;:£ p=t:a l; t claiaicril yol itiai€as. Delay in finalising tla contra.
lead to j nug negotiat€. . tl€v provisional heads of agreement and forgoing the cL .
avoid capa$al expenditwe ui ir1 oit automated. t7:itF ,':€Fts terminals is referred to in p... 

14 The fl nncizil aspects of this i;.a I cc €e'; ieu ed by the M :PEC Secretariat and a Su.€'mix 
of Ptr ect Information is at , , 

CONCLUSIONS 
1 3 't here are two separate reasons for aaroceJedinic with this case: 

1. Firstly, it pro,-ides a s w;a:i ica nt. improvement ent <.> 1a: service a, hich € sers can l.•.. 'c to the 
Benefits Agency. The iij -1i' i'lt 1,2?'nie it :€€ ,. .. d c a cc I € '€ ' Pa 1. ?y will a a at 

of €tar; Costs €fit' pr£ vidi.ng the system :'d -' 11. H vell ..cd . _. 

benefits the proposal exceeds die iouaro t,,.,: t,,: in' 1 F >£l:.iie. 

2. Although h the proicet has a vets' small NPV it crnici illy' secures the strat:e£;ic iiatrastruetaare 

development the business needs at no •  s €€ct'i cost. :€€id earlier than would otherwise be 
feasible. T'her'e are sonar do aaiside sass. :; .._.. . .;:r.S C .. in , isk >:ta day and not acIce sing 

bonuses. and risk of lil icr'tlaan predac€et1 costs .EFyi a . ;, t, le ci 1

t i ;€ i,:4 not included in the financial case to a€ - a < 

€ E..:ier as part of an eventual €a:atiC eat .s rct s.,. or 1:Y  u:na €€:. v s s€>Wes to .Londo€E

It air H cats

1€a The aP,: € il' C courses of action arc €tot s-table. Doing nothing would result in loss of credih:€ity` 
with i'£.X'1..;`s iar;cst client and put thciii in a poor position iii the coining negotiations on the Maki 

RA contract Alternative cit ; wl >IairiF .ats wvith r ••ow'n'ed equipment and lower s functionality are 
dead'ends which do not contribute to, and b disertina resources will actively hinder, the 
ai:hie-'Ve`.nteut of he Bowes long term vi ion. 13v contrast, the development € eribed in this paper 

£ €laa*t€?€at€ s a Significant stel,  tr'ards p€ov €d s -_l3; _." siculs infrastructure needed to support that 

conim"':ial Vision and as ouch is commended to the Board. 

17 The l:lorard is Invited to: 

fi} Noe that We proi%Ci is consistent with, and a',itt acceli;ratw: achievement of ~. PO ;f,'s 
s$rratenv for automat ion at post t F>. $€4.os, 

(n. As tliorissy POCL to enter :£ato an €; ?re ii. ri' with the 1.:3A to provide the additional service 

described in this paper. 

(iii) A,,13  lr c, suh ect to the conditions laid c mu as MaPEC. the expenditure of.> 12.9n in a 
phased project Of flees sum. £ 12 16m is for the pureh s€; and insta atkni of counter 
terminals ;it. the 1478 lost offices within the M25, and for related software and 
C.€ nirilunicra$ions. This means «a,.H 9$ni: capital. • 2.bdm €i004ecu€€'r€ug res'et:ame and 'a..t>.58m 

DPE to be hilly as€iltorised. A fiuther •10.5tiall- for replacing computer equipment is 
Farnborough during 19`.; %96, is to be atiehorised at the appropriate level at e€a Options 

have: bc£ n evaluated 

Nate tin it: 'hi', i:5p .:°i£iatlire ill b£.' t:~:,riIs' €:iit s f w . >w. 4 s€,` L r~ ~-ipatrj caa . on in ado ae. e ni £3rlit 

tr::>:.. BA who sill also pay an as:fd€ti€ nai fee of t I.t;1i per annum. 

Wi : 
Y4 ~.. 

-S It-- SI kiCfthl 
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>IN j1R CI f::J i.

Su rnar•y of Fin ancisaf Benefits and Costs 

Tire Current efits Agency Offer 

s me tsbyB

2.2m when MCL aa"a:rds s ppir contract 
.I ,4m when r rust :00 oft .._ are live (estimated 12 May 1995', 

Lima on 2S/ .:<'l(:, vt 5 

• : O.Mtn oac. . r ter 'roam A rgust 1995, iracreos€ d in line with the R.P1 
• In ta.iditic. to 1 : v dl l r i eucl 

I. 
intoned b ` P`+.: ~" ... 

$rrttr.s Path meat by UA to POf.:.i.., 
0 Up to £ ,€u Rw e€E4-'c.ting and exceed ng i stall:atw.. tia+€escaaiei 

Penalties payable by POCL to BA 
100 per office per ;.seek for dda s beyond 9 October 1995. capped at £2m. 

* £50 per 1% p r office below 9€s% sr€cccssf9l polling; £0.2m ,,.a. Cap. 
ao .50 ocr t ocr (Rice below 94% system availability, liter, 96% from l997/9t: £ft2m pa. cap. 

iif, b5' l <l: 3 ra docwnLom evala- :t'ce, Ot invataCl payments an to impiC. pcT use of tho 

.. .t<' "1)1]7 agents, as with any 1. sscsdue o i e ltgTdnce. 

Awlt€atnat a0on) to apply to all penalties. 

2, `zon-BA 1£'f l.r 

Provisum € i LC. . Ud c'; ass _Agency Offices (on a vo tmtary basis) £0.d m 

poa.°f. t: `i; Ps Bilk- @Ile^ System 
• PC-bascd terminals m post 3ff ices_ Solt= per l:e?Earvm"I . Posit#o€3 'Pots! coat £S,511 

• CoSt of upgrade and new system at l l t";l:€iii i7€`i?l€, il; Total cot L<.2ni 

• Staff and related corm E1om 
• Office rtaoc:€fications and lrstaallation costs £l.a€ta 
• Software [) v:<Iop€mat and rc:ate. costs £tLdaa< 
• f lscr:.tira+; cosls average £' .3 i ocr annum 

Pare •i 
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N STIR ICTEST C()Nt^ IDEN('F. 

Appendix 2 

t foss a of Svslorns Rrerred to in the Paper 

ECCO+ 
is system is m use in 3., . :i largest € i€c .€lL i'S,ll7:aged post offices, of which I c 

ciwered bj this px , I 'O It provides a c'm d with a screen, keyboard with spcca <. T 
products, magnet.c strips:, card swipe me ;cccip.t plria;tcr at each counter scr4"icc po i I. .;eteimais. are 
used as electronic tills ,and all trars,i . .•<s are recorded on them. The system prcde .,: dm.. aadoe w< eki 
»: is=.zrriaaries 

for certain clients am . saws weekly cash ..c..3cou€ is which a. . _ esi to the Chesterfield 
aoomnirig Centre. hi s'octae c tai'. , On 1 € C ,1& terminaL else , ,€ W tail sad s 

r 

si merit business, with 
an a ddAon wait for p:romnini:t Sm rt caa,iris where clients requ re this. 

APT 
This niomated Payments Terminal is a custofn-li€tilt tcx:€€.ii.€aril for the bill pa? ment and pee-payment 
markets. It has a full s 1pha-nu€ienc keyboard and a small liquid crystal d splay (similar to the displays on 
aa<?dc raa calculators) which can display 8 lines of up lo 40 characters, The tcnniraal includes: a magnetic 
caret reader and can also read and write to smart cards and recharge the smart keys used in some utility 
pre-  payment meters. The teri mats are connected to a phone hoe and trans aetto€a data s collected by 
telephone at the iT centre in Faruborou h for consolidation and onwards transmission to Clients. The roll 
out of APTs to Soot) offices is thin to he completed by the end of March t 995. 40; of these offices are in 
the LIAK]on area which is at the end of the; rolf-out programme. 

ohm 

..i 
a trial of a BA automated stow list currently is use at 180 post offices in North London The 

<r<cm is leased by BA from a company. FI-- I EC. who oo ii tho,  design Barad are the sole suppliers. [..id; 
rowaci position has a bar-code mmkr trad a ho< with colour-Q4 il ghts to indicate whether payment sits. E h-: 

he made after the bar-code an a bee, ; .:. . . 
n I".'on scazmied.. This counter equipment 

is 

connected L". 
cables to a PC in the hick of the office ce c .. €, the: strap list H- l EC manage the updating d:=.t€its ci the t 
Ii is by telephone from their computer oats. s . a; Southampto€l. 

Akrt2 
This 

is 

the 

name 

used 

c.4il 

.w 

ik' siic cc cr 

t 

' j 

;eli is the . a icct of 

this 1i 

zp er.  

(For 

trademark 

reasons, the none may be changed). The function will be the same - comparing books against an automatic 
slo'ap list using bar codes. but: much mere versatile tle and will sub u.nae current ECCO+ and APT functions 
where these are already in place or planned. The office : u ipm ent will be based on P€'s w th a screen arid. 
customised keyboard similar to that used fair lCCO + arid with the capability to add other devices such as; 
p; , t . _ sad smart card readers as required. IJalike ECCO;.. the equipuieiit will have a high specification 

alt he processor speed, memory and hard disk storage for reft-rence data and tans ctio€t records needed 
to  at?p=sire fixture product developments arid will follow all relevant industry sta€€dares:, hem , 
it ch ang afte with sA nil<ar oqu€pinnit front m€ y Siiptahe c Vlltot updating to lists and collect it

t:€ 

non 

data "ill 

be.' 

run 

by 

iT 

at 

their Faaniburougli centre 

Pape 
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,`;; s'r. >i: .3 

MP 9$)541 

1 1MAflY OF PROJLCT TNFORMtT1ON 

l~ `j^ '_ 
~``~  

PHASE]. G,E¢N1. ry'+

AL,  

(~ y  g f5 '~3'y { `''~ 
LONDON 

`{, •'''~ @ 
POST 

% Mj' Te'a$'. h 1 k.1: ,">ia d3'.£.z" fl O o"Q iS.b. 3n't,st ~8ndn'~R POS '+.d (ALPS)  .".C.d:S.'°"bb~.L.o d. 

3 Pm spa r RICHARD DYKES 

FLLANCIAL D A Li Ottn L 

t o itai 8709 S95 
2605 2632 

T*tdAiththd&un 11317 11583 

Depflilre c t 566 
579,C, 

q »p

~~qeqql y~ yI

e~ )) ~~yyMMhh 
~((ggpp~~~ 

aW 00A=.A. ixt o Expe 1arkAUme 

} 11 q 1' . a'd.F` 

•S k (✓aSM , Mthosd 

U zhori l 176 176 

Frtre Crain 3 5 fa 

S1:ITO DETEJ2II I A. a x ar EL EL $26 17 12913 

OECD RESULTS
'et. tzt V t 1' € a 

P inn: :4 

a I R of c,= .Pre Tat

Average 
~~••'' 

-P Ta 

E C1 ON RG 
9 19 96 199697 9 uxu $yra 

p rotieLxa 3.412 2918 (1,476 0373 

Ex= io9 € it 2.78$ (564) 0 

ANALYSiS

A a ysis ices t or isna 80% t: h e Of =9i gEieNPV sta 12% TD , aod aa

8% 'TD R. Ibis i paidy beose of the s1 e ed. rr,3ttat'm of the thk di ibu6c al. . Way <:< 

.1bwill 
 

be no age tc us ower u ettt 

TARGET GET DAIS 

Leer• Hs' r  aw~at Co Let 
31
J ury ik,E3.0 ry 195 

ALPS software aset ac1a an c 8 tiny; Marb 1995 

ECCO software user ep: ' tang _M h 1995 

Firt nz t+L 8o live prii 1995 

Lest ofze to go live August 1995 

Only the proposed opt on i-os been r 'f U> co st ;d Sums in a m finntcis. Concataence Tbi is 

becanse only our t buica1 mate satisti&d both di to client cquireusnr MI  the sraegic bninest 

deeptuemtt rtis . The unly other opsioa 'alp 'c x snsns quo) is the so c &d RM1 option whiob 

r3> olvm tbo placing of suethl ezltrip legit used only fth the I ofits Agency at e gib counter pu&Ixiou_ 

This option is cuzmeutiy being trialled The option nsakes a za'o or niargieaJly cegative NPV as at. is 

paid ttir and owned by the Seontiss Agency and eros sg: ' ant a c spa n it doer t3t eoetrfoute 

to oilers 1ortg tern tmsiv d her d)aefo 

Page t3 
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