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iN ST ..IrrE T CO CE 

Cops . 0e

I Q.d.: 
1. This ,F c I : € . . . A, •;,r Post Off ce ( n

o

t rr Lid (POC.L), in conjunction 
~axiti: the ?. ,.€L ~.., - 't: ~).  i~ ;o proceed to the contract award stage of th e counter 

;.€. .; x t€;,ri:,: wd t . , ,n PornMa FC's approval on 30 April ( .Minute MP96/45 

7..  ide ;„' } Mb : ineledes the automation of all counter positions ho ad post offices, and t 

new card based benefit e ea l.r€ w¢t t service. 'Me business ease shooc< that there are strong 
strategic and commercial ne,, ieem,s fo:r P hIt.TL toa.tomate. The s tinanchd case, based on 

supplier responses, has provides riet present value benefit over the life f the 
contract, details of which are at Annex A. 

3. Atn,:, a,.'€ 3l €or: :u a€ key enabler for POCL to maintain existing business and exploit its ,6&'r 

no were , attract profitable new business; to secure continued efficiency improvements, 
to deitver the political and commercial objective of maintaining  a nation-wwide network of 

4. Total programme management costs for FOC : to support implementation of £1.5.8m are 
required, inclusive of £5,4m incurred to date. 

Background 
5, P(X i..., together with the . enefts E_ .. z' '=C.V s lz€:' ,^'\ .-tel l

programme to provide automated set . .44_, as ,,, upport the esThovad osess. of poe E -€t,

benefits through post offices, together wild existing and new POCL business.  I €.. 

expect these services to he procured thr :;wy;la the Private Finance Initiative i Phi) and to b 
5.0 bible in all $5po offices.
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4. Batt` € e.t . capability, and j ro side the capability to s, .:3i _-o. other ..,,a? tPseaiity as 

6. 1..€w t;,- F ¢, :< .r: ree n, tents a major opportunity t€unity .for POCL to modernise its operations 
and jeose=in et as the leading nascocowide provider of automation-based retail 
services, ites-hi  -o °, d,te a platform for POCUs commercial strategy of growth, and will 
enable P'JCL to e ploit wider powers and help defend its position against existing and 
new competition, A majority of the product development opportunities identified in 
POCL's business hat proteosek require, or will be enhanced by, automation. Of plantned. 
product developmeftt optvcrtumties, 35% are considered to be highly dependent on

automation. and a funher 45% have a medium level of automation dependence, 
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: ?l >.., locks in iflCl a eei € r-'i'ti. '3.` and realises two to tcaie l,, 
a ,,. „ t risk of an icipa€t Z , ane ad incu,'U. decline from greater :. .,

..\aamaicd Credit Trans"'r°so and it eases p are on POCL prices. As fart of =>,.s. 
;iarturte, POCL and BA have negotiated a h k-to-ba .k, deal which provides (h an 

eight: year contract> This includes a floor ilia:cia.': level fror:- . €r , ,f .:'  ve <, , i t 
volume, a limited efficiency discount of P « ' annum am: al :ES; ; €,a i z?; :€i 

liability risk. 

Under the FFl the private sector will Provide the initial capital outkp whrhis 
remunerated by the income stream generated over the life of he contract, It,)L I . and BA 

have defined the outputs it requires but the details of desiza. rufld and operation of the 
system are the responsibility of the private sector. There as s; re Ire rement to demonstrate 
transfer of risk from the public to the private sector. The nat : e of the PH deal means 
that POCL will = ly pay for the system as it uses it, and that there is no ca tal 
investment by an, Past Office. 

9. Additionally, POCL sees this development as an opportunity to forge a strategic alliance 
with . the private sector service supplier, POCL expects to benefit from this 

by. 
bringing in 

private sector skills in product development end n tr eiirig, together with the potential 
for the supplier to bring in products from r a; st r tsr I associated businesses to use the 
service. However, in exploring then: p 'rar itws Pt CL has ensured it maintains 
control over its key business processes, and €m e at: the services. 

IO Annex B sets cot the nor ; ,, z ?c clement': €, t': ' b` herd z: 'E ed by the Board adapted. 

last Novem.neA t POBa9 ft, .. l is . P. and shows s that each of them ha bee: res, tdren . 

i I 'the duancial eval i€ i o soldered tire 'enrol'::  . P'L ,nliar I tale

l ,en''. ''Dick" and 'liar " w.e E_ havebeen es, ; 2- sad ab > ., c.. ° e care,r 

reIch the ex>;'.it„ Iu, ef <stome::he: secaic be limited and cre:rrerrtai. lB Option, 

y. ,.. s1>ould  an ecare. limited bene€ir ., as :0_11 , bu4.i$tco. S., ', P .sa ?a. .  >.,.;?:%.. The base 
mo a s,.amptioa,; were independently reviewed by COapem ee I 6 th resh nun sire as robust 

;rossible. 

,,.., i, sa :.3 ra sti'< -a purposes a 1 E:. °. : . . i =, ro ala evahr ,eth, However, 

are en;rri ;isc121tia.  a ;aka so..a :0 .1 3"" is' s 3'. `< :th Pt i.. .. ,soles i  , arse it is 

i.l € ` na ; T e r ,ti, t€i ,r.s ul . a + 'he project toirs proceed on a en, 0cr01nrsrs1 auhii 

rotor a .trir l;: as basis. is. 

if. ire financial evaluation demonstrated that there was a positive return at 12% .for all three 

suppisers as todooci. mkinq account  of weighted. risk values to key variables. 

PV ho e I="'a =e :l file 
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Qfl i lrniWthtm 
14. The suppliers &ere eie evaluated on the foliowine.: 

contract ra  Isis reviewed suppliers' bide e to klentil 
and reach c aes:.0 ion on their significance• I cc rev€ 
commercial 1 4 ci . It ranked the suppliers in the e €d :€i 
Harry iia<€ ,bet li„ix' 1hcthd not be cvucIed tee 

any non-co:tnpliances 
w was supported by,. 

Dick, (2) Tom and t 3,€ 

contract because of its 
unacceptable degree o  n i; rr  i;:aiace with contract rec,uk merits. Tom's tender 
was deficient against several key contractual requirements. Whilst this was 
insufficient to rule it out completely, it would have to offer a considerable price 
advantage to the proposal sal tendered by Dick 

risk transfer- Ni; considered .he: overall position (so as to reach a view on potential 
Phi clearance) but also, given its importance to both sponsors, to look in rraore detail 
at fraud risk. The review concluded (supported by Charterhouse) that the deal with 
Dick was close to the risk transfer sought and would secure phi clearance, Although 
Harry was prepared to accept some fraud risk, the conditions associated with the 
volume qualification and RN linkage made the risk transfer position less clear cut.. 
The risk transfer in Tom's tender was very limited and would not satisfy he 
requirements fora PFf, 

non-financial chcirctc risiki :h1; : ̀  ; a suppliers' performance against a 
number of character..:cci ac € w. ccec .rner acceptability, reliability and support, 
management capability, 1 € _c. suppliers exceeded the acceptable Level with 
the differences rieeWs oert~r ce ra in ~3t ~4 ., Y YC. -u t fear the purpose cos' discriminan a . 

partnership: this reviewed the a iJ the suppliers to be a partner Thr POCL in 
securing future new busines . 1 dece < x1. I, ;Included that +„l > > c3 „ x; 

satisfactory potential future parlc.,<:- >:. 

15. The Programme i Board (PEB) receaaxa, . ::.th. i. thee ae b, ,r.a.:. , cud e,_ 
financial criteria, t.rzc 4 :t:met should be a arded z: i` ,,., ' xx. J 
subsequently been encaoeeed by the Joint Steering Committee Eishich i.ue.iud°a. ci11• ,i`' 

end Tr asu y, representatives). 

Annex C (in the. ' r u. of a minute to the co-chairmen of this Committee - the MD ' UCL 
and die i.- bii: Execudve of the Benefits Agency - from the PEB) describes the 
background to this decision, ft highlights, in particular., those issues around 
recommendations (including price), and risk transfer, which make here and. i em 
unacceptable respectively,. 

16. At MaPEC the recommendation was endorsed and approval to proceed granted, subject 
to Board approval, with `in principle' authority for programme implementation costs of 
£iO.4m, and subject to the following specific conditions. 
• the finally negotiated contract terms should continue to generate a. case with a positive 

Net Present Value; if this was materially different (i.e., no better than the next bes- 

bid) to that presented, the financials should be re-represented to MaPEC for approval 
• the risks continued to be at an acceptable level; 
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xx. xe  to ensure I'z a Ji c `(o <=,... tci i l t> t

r . < th o . in a rev=ised t„€~ru< zp 
a ,

>. s a;.ci l( l .E if.>~ .€,. a. ,, F€w .}rte: ? jraarr 
final c  tract o, t € x supplier wvorkin ss'1 d o the av` l a z lot €) u F ;: rat W`. 

#applic:ati.ons wd ci14 €1a G ure). and that d l.C. . was o, ç'eiudcd loom c$AIa ' 

advantage of standard software upgrades in he luature; 
• once the contract has been agreed/awarded, the finan s iusi t €3 rxi t : = to 

the Secretariat, with siEvndreant variances explained. for cohac at xt:r € € € which 
should fore" the basis of future m :tt :fir€.ng, and a six F .0 ba ' , F:. f' 

thereafter. To avoid separate sei:x E. t rtthrmation, a sis WL€ —d r 'r ns  of tbi report was 
to he used and should be agreed , i t:la the Secretariat; 
the individual assumptions detailed in both. the base and PET cases must be tracked 
and reported through a benefits management plane and continued throughout the life of 
the contract; 

• Counters :Executive Committee (CEC) should assume the role of Programme Board to 
oversee all future retail initiatives and the financial progress of the programme, 
reporting hack on key milestone,;. and financials, ensuring that. 
benefits/costs are incrementally.identi9:ied to the t A P1 )t".1: initiative. 

• the risk management plan must include provision Fr ideruitication, and avoidance of, 
potential contract variations; 

Risk mangemeat
"Itla t € ? the riobs around lEe ,. t € ?. i 3 r. ah€ be done in a m'::€tber ways

n're. ettative measures such as ,.,.,I<€;ra .it.' t.` and e r.n'aet€€al ->Cr,rre 

level 

joint ,,working between a'l't E, BA and the supplier. 
• cOP0flO €a tt1i % u' .l'z.=. b }th h(_)t -P.• and the supplier on del

T. vend alp l procurement, a :€d x the Phi the onus rests on the supplier 

xi . oo epla sub ,.a sderwrites a far greater &, ,t a e: ofriss, both zt We short: and long terns. 

Ili. Some technical risks were identified with all suppliers, and in some areas, Dick was 
considered to have higher technical risks than Torn and Harry. However these risks are 

manageable through 
• a strong technical assurance function, with support from the Post Office IT 

Directorate, 
• rigorous testing at development, trial and roibout stages, 
• ensuring supplier contingency plans. 
• a pro-active technical management plan. 

The risk relating to contracting parties was sewed by Charterhouse, and confined as 
having the resources to meet contract commitments. This has been further endorsed by 
the Chainnan of the parent company direct to the President of the Board of Trade. 

There is one finlhc.r outstanding, box : to be settled between POCL and the Social 
Security Agency, , <ho are responsible . f0r the benefits payments in Northern :Ireland, on 
the back-to-back. cornme..rciai terms hi.:.; has now' been escalated politically, and an oral 
update will be given at the :meeting on its latest s rn:ts, 

IN STRICTEST ONTIDENCE 
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..I9 
19. In parallel with this : l n ission.IA are seeking the necessary authorities to proceed 

ton reasur .
Mu . S, ;il,..e .. Mu .•h 

Xnouneetn t . .3 'x:` of State for Social See wOy 15 May
Cont acts signed End May 1996 
Operational trials and > .akcd 'go tiv ' September 1996 
Roll out commences Early 1997 
l: ,ol I out complete in post offices Spring 2000 

20. Tue 1Mud is invited to: 

k a MlaP .0 approval subject to the conditions set out at paragraph 16 above., has 
been obtained; 

proposed total POCL programme e expenditure, inclusive of sunk costs, of 
15. 

Atrth.orise devolvement to MaPEC for full authority of future t r , r.  ;m. 
a... onaucroe rt mats; 

* uLhD I  POCL to proceed to fall contracts with. A and the successful supplier. 

AJR 
May 1996 

IN STRICTESTCONFIDENCE
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ANNEX Al I) 
SUMMARY OF OJECT INFORMATION 

GENERAL 
Project Title: BA/POCL AUTOMATION 
Project Sponsor: Richard D~;kesf tuart Sweei ,  nagng Director 

Project

~Programme. Deyl
l

yr
g~

ecto
g

r
y

°. A
y`^~~`'4y' .}

. .dre ..,': , 'rogr
'

am. ae E~ cz" BA; POCL 
y ert~ tai e~.y. w 

8'dEV jec Controller S"- Xd'~.^5.4 0 S :. ~. .t~ cial < .<.W f';~ . ..~ ,.,:3. .,.. ..0 :: ` Cent e Directot 

FINANCIAL DATA 
Capital 
Nun-  Recurring Revenue 
Departure From Estimate 
1tUJUMUM AUTRORISED EXPENDiTURE
Authorised in principle 
Sunk Costs: Authorised 
SUM TO DETERMINE AUTHORITY LEVEL 

Based an an 8 year contract Base 

N.PV at 12=;x, - Pre Tax Lm (161) 
NPV at 12". _ Pre 'Tax incWn bad:. £:n (161} 

Outturn. £ 

0~4 
3.4 

15,8 

Comparative NPV to base case 
PO Tom Harms D1ck* 

procure meat 
124 47 52 65 
50 30 35 45 

COMPARATIVE EFFECTS ON TARGETS II Preferred FF1 Supp1ierl 
Year 0 Year 1 Year 2 Year 3 Cum 9 yrs 

Pre Tax .Fr'ofit 6r , (10.71 6.7 25.6 3.1 90.2 
EFL Errs (1.21 7.9 23.8 10.2 108.5 
RUC % (0.961 0.6 2.3 0,3 N/A 

SENSITIVITY  RISK ANALYSIS 
Sensitivity analysis has been undertaken by the project team. wftldn be assessment: oi'risk 
programme. Whist an N V of £65m is expected, sensitivity analys:s iodicates a likeir NOV of 
;around £60rn. 

KEY TARGET DATES 
tMla.P.EC authority to proceed. 
Board endorsement 
Announcement by Secretary of State 
Contracts signed 
Commence gall-out 
Finalise Roll-out 
PIR date 

.30 April 19% 

97 Mm 16104 
1076 

bad May 1904

Spring 

CO CURRENCE 
Strategic: Richard Dykes Managing Director, POCL 
Operational: Jonathan Evans Network, Director, POCL 

Financial: Roger Tabor Finance Director, POCT, 
Commercial Richard Wheelhouse Commercial Director, POCL 
Technical: Duncan Hine Technology & IS Director, Group IT Directorate 

,Alan Shepherd Director of .Research, Group IT Directorate 
Basil Shall Group Head of IS Planning, Directorate 
Wendy Powney TPOCk Head of IS Strategy 

OPTIONS 

Sponsors have evaluated the responses to tender again at =hc option of a minimal do nothing 
baseline, and a Post Office public procurement route:. The comparative financial data is 
outlined in A( i), 

IN STRICTEST EST ° N I )ENCE 
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AXTL\x(II 
SUMMARY OF ROJ '' INFORMATION 

Base Case PO Poeuremeut FF1 Automation 

Income
Benefits efit genr 2119 21.19 

Volume Change I (203) 77 
I c CIzan e 1 19€ 107 

. 

Sub Total 1720 7 2303 

DSS irocheques 325 
........................._..... 

325 325 
Volume Change I (21) (1 y8) (188) 
Prince Change  2

Sub Total 310 139 139 
Other Ciien a existing & new 77 77 
Savings on 40 40 
automation 
Sub Total ___ = 17 3 117 

raenc'it:ure
Benefits Agency I (1889) (2112) (2112) 
Girobank (297) (14 0) (140 
Time Increases (1.5) (15) 
Card Issue/back off e 73 73

Training ? (23) (3) 
Programme c (w l (4) (5) (5) 
rogra zr# (25) (2) 

Fraud. (11 __.. ---

Sub Total NPV before (161) 262 332 
su Iirbsr" rsl 

I ' 
Supplier Char es ' Risl (1'2) 
System Charges 
Benefit Encashment (BPS) (14 5) 
.POCL (220) 
Other (177) (36) 
VAT
Total 1 

Net l 1 ! e before risk — 1,`.24 
Net NPV Chaanve 50 30 35 4 

Pefeed P i supplier 
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ANNEX X f 

O ski. GOT AI3i_ S 

cp zii88Sent 
Acceptable business case for The business case shoves a comparative 
POCL and Post Office positive NPV of 5-65rn, at a 12% 

discount rate 

2, Customer l erc-eive no worsening The proposed solutiorfs impact on 
of service transaction times within acceptable 

bounds 

3. No damage to Post Office brand There is no immediate evidence that 
PO brand a rage will occur 

a POCL retains control of critical Achieved 
operations and key commercial 
relationships 

5. Capability for POCL to automats Achieved 
all clients and develop new 
services 

6. Automation of all post offices All post offices should be automated 
u € iu reasonable duic within 3 years 

7 , I S en supplier has financial and Evaluation conclusion i, ths these 
lee ii

g

i .i al capability to develop and conditions have been. met 
't l.L k~eE se , iFv'b~ 

IN STRICTEST CONFIDENCE 
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ANNEX C 
RESTRICTED COMMERCIAL 

MINUTE FROM SOB ?"APE TO RICHARD DYKES AND PETER 

_, HISON , COPIED TO PSC MEMBERS

troc 

The perp•ose of this minute is to infcnn you of the 
- i:<<" a_ .  .1  t ._. ,, _.., ,: a wtl tea., I 

evaluation u d 7 r ,  'L sn,de r s su o t ., i:: tao  `on' ,} F 
and øHarry 

2. You will recall ,. ., ,f approved creation 
of a w.~ A, h/ ~« .2 . ~ ::: ,.

"S..'. ::.... .f... G:. .~, 
.

the 
',.. %>. ..+ .. o ,. 1. ..~. .,. ..« the .. procurement.  

rr

o ess, f __..._._ _ an and prove the 
.1 Fie i. a.E c ri

shortiis _. ': and ef3a  ,_ .naaci would s  iicinci, In 
as 

3.. 
.. .. d, iEv 

D 

A r'-; a~4 x ... .5. . . . ,.j a ., ._ ... « 

^^

,:

3.. ...u. „1;,: . rd „.. .rk` ,., ua ousl yi ac reed that. .a f a contract is 
awarded . ::i .1 the made

.. 
to ick . I shall be seeking 

. SC's endorsement of this decision at its mee t.i.n.g 
tomorrow. 

Background 

4 - P' rior to ;,, ... . .., the uauitations to Tender ' TTS I ; 
the Eva_. t .., .. 1 sa , f i.ed. it, itna f that  three 
sup es ta

perform n._ _ er ~, i entifie 
as being er t. -a z..>s .~?.:_.. ; ..

linked to the sponsors' objectives in .iauncnntç this 
procurement 

a. the minimum service requirementts acceptable to 
the sponsors; 

b. the mir.imua t egai.reme .ts for partnership with 
f new business e ss opportunities; 

:~f< « • arrangements on a number of 
.•a .pscts w an acceptable funding method and 

. no outstanding 'show stopper' risks arising 
from exaninat .on of the prospective services on offer and 
from the contractual. :e owiat:ion.s; 

S. On two hurdles a 'forced clearance' was lrtpoed 
through contract conditions  included in the ITT: 

IN STFUCTEST CONFDENCE 
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a' x , .w t oot. t a r of 1. ,5. .  . N ,..... . ~e .... ,, . ✓ .. .. . .'. 

l-. .., .. ,d W '..? lJ.til s.. ... ., i t. ... ... ..., _ -one d.h. canoe ,.... , .. s. ,... r.. ,. tl y 

,. .,< ...he a , w.... 2,... . ,. vr,,.:ere c. .i. > , o . , h ,. . . 

..o 

. ,. d of 

.. _... r .. ,,. .. ,. ,.ar„s ,.... ':: as 5:p o ....,J . .. ., .. ... '1i

a draft contract accept b ,-,-, to BA and POCLA 

6 . .. 2 February we issued an invitation to Tender 
'ITT) to three suppliers on this has:? s 

Tom 
#Dick 

Harr sF 

7. On 21 Marco we received a total of five cii .
the l at a 1. .oi OIJ.a 
was hi ... t_ .. a indicative or -ices

original _. .i. , This called into quei. _ :htn tho oh..._g. , s 

Of either L:...+a .. w I'O L to mount a convinciop yu OoOO

B. Having taken legal advice, the sponsors c eeb nut 
the negotiating teas: should have : wscussions cc 
three suppliers under the EC Negro-....a te w; . x., . . 

the aim of drawing _ at the main 

identifying p[..t.. s.._ changes in ter and conditions
which wont x .r value y and Price at a 

lvol that business, cases aL u,id support

9. The discussions c _;"aced a list of out. orr 

change, together with .; . %e ,' i. rice 
and (where relevant) icrouto.
costs. 5 cnscr directccc rrorocauted :a or the list 

and accepted those „_.o.a e E `r hic a o'flored the prospect of 

better s value for money :t cot:'.pr"oy,nisi z ' business, , 

technical c.r co mercia„ re; ur.rements. 

16 00L. . Invi o f o. to Retender r° i P 
. ., _ is. Y o ,;. h e 

c:.:S;tp_. e Ia.. ~. ' 'aC we sara 

that suppliers could to tit i..nt. 7. ',,13t rateuriar and that 

this could include c_ , variation the supplier wished, 
including changes : ovi.ousiy rejected by sponsor 
dlr ectcrs . We undertook to evaluate all retenders.

The evaluation and its results 

.. x k:--r _.:. _; rs were received on 22 April one from each 
< ... . r e All were. Yam i.anttro > u _ the de , _:~• of . . .. . .. 
c.,, c tattoo with the ITR van. iw.i.ye :he inn-i. ..- .. Of 

; rev
 hich tad n.,-t:, previously 

come furer „. consider f cc ::

10 
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12. The Evaluation Team presef to . their findings to i,,.s 

by reference to the varicu. ti ams of evalv.ation. The 
purpose of each sere ,s'u a.. 3 ,.he tiny .,ngs from it r are 
detailed below. 

13. Technical Arch an tI .ith

offeLioq . cnid be regarded .s f alt _f a. ?w 3h ... .z..n n 

levels set, by the sponsors . A good deai 1 z , o rk would be 

required with whichever supplier were chosen devise 
o. ti_eum procedures in the fraud area, especi. s:t F given 
some of the changes proposed by #Toga and #Harry which put 
more responsibility onto the sponsors' staff than had 
previously been assn: of . 

14. Contracts y norrcth eon Lhthe 

ITR ann ranch or: their s  Ths 

reJ.e ,,., r r  in t€ e order # :. M.c- , OTom,  and. 

#Harry ; ... that #Harry should oth. be awarded 

the contra,,-,,t at eoi erlc:e because of its 
degree of noan corn r . lance n,- ,ith contract re .cinecrn vs

#Tom's tender wea.:. deli . ient 4 c .?ant. sev  2' . M., key 

contractual e u r eme s ;sb, w. ,... M this was insufficient 

to make it not worth taking an. any price, it would have 

to offer a considerable price acianntage to be preferred 

over 
f5 ic 's 

IS. Risk Transfer -- to 1 , at the oucrall pan t ion so 

as to reach a vice on noon.....hel P. ' PFI r but also, 
given its importance no e In sponsors, _ more 

detail at fray n nW" The suppliers' p> Mi.:ia i. .n ffve 

major elements of t... Y isk transfer was summarised by the 

review in th e following to le. 

Sapptlea° f€aa 
# 

yr a #IDa4 

Pk3 Akak t'raraafsr 

Od of :~n : a?korir%cs, "I'igizr Ixireait of" wm fus fro rase 
No car<, ha der verifeeatiexz azzlaxnlc3sr verificatk E; iau 
fray t3., Z,erss far eardho` 
-Inc,werforura.;iv s.p a~rifaakian. 
ooiice. On  efgr on :c :tra~R 

runhvriiivx —.

3. 
Fill .ire delalls sic. _ 
VolUDIn c'home R isk X

4 

rt uires vaiut versfi 92% f a«xE i , F~cti~f l°c r c rages uo z S 

; eat of ya:ar T" s is 
ew _kit, 

4, 3ntlxdic«sr iLt

RPI - @",spa ss M itd. J n pi tectW4 zie~Frs RPI itn;€eaxc~ yx tz 

C her i as12 imVea, GhargeR will zn s^ase. 6% si x shove &% 

K O rie the ;sygeerr'€ea xxgre X 

ssa 4 reE' E +mit afF;S~rs fsa MW £5
pe'F siI;s`'O everft tts pCF3aih 

t w  i'axizare. 

(N STC1%ST CONFIDENCE 
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i "CRIB 1 E T CONRDENCi" 

, he. review had concluded :> t t 1 tL a 
to the risk sought ... z.. ... F _, .,.. .... 

q~ty 

fi~r

.

€ 

d~.+"'}R.'

.f

er ~+' y 
otw4on # HarE.~K 

y. 
~1d 4..~.s l.. " ..~ ~. ... 

Ue rc nd ,x.....ons f2-...a.s .. I~ :i  ,.. ., i. ... ,...... ..,. 

lunte .. _.. <... .«iti ,itiOfl G..,. ,.t .P.... Ii ._. ... ..j 

t_tansfO. i, ,. ,.. i.,;I t 

oiler a w.in `" ... `'~..._ .. 

_,rtar.t c? ear- , the p itot on fraud 
ty, x I h . r had produced the 

the }- e offerings by the 
oe 

$I t2 ca r r3rrr . . .. I7a~ 

c f i card .. 20 )xn Deer uu€ tr'a ryt £ 10-e pa, £200rrt over cutttract lifetime 

hlenme 
I14ckrng by Supplicl-`s 
ernpyeus or external third 

Urs-a boned stop notices NIL LiOrn p £2 (}2rr cry .. 000r.01 az; 

Couiner'leit Cards used with ' Mom } v e f ,t, ., € NIL £200m ovo o ot lifetime 

valid accounts lifeti ue 
Use of unreported toIert NII, III with verity § cn ,£Zara 

c:rls screens over 
contract 
lifetime 

standard screens Nil 

False repudiations NIL NIL if shown to be Nil 
false pies
standard 
procedures 

if not shown to £2DOm 
be false, or if cyver 
verification contract 

screens used ' lifetime . . 

1/POI Irsteraa<tl natal r ! I.I. NIL NIL 
collusive fraud W _, ....... _. ..,, 
Other fraud (POCL) 

~ 
NIL i 2tt{3xrt i,o:€ . =c €it ,;;t 

lifetime 

18 `.: Iii I.n.. to ::a ,i:. .I. .te the total

supp.l.1e1 ci:.s oos pos internal costs, of 3 o„ 

ICI SThCTiEST CQNFIDNCi

0 
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STl1CTEST CONF E 

Ice for BAf ?OCR.... and o °e all . This eva1Ua w.... _>e, having 
considered both dire .., ,1 i con... tt?13  . > 

,...,,. ._., ~

t

i ho tr•II'1. 

y~, 

b _. E„ .., .., „x . .., s. .a , z. . „ .,, ,_> >.. . •. .i~3.t:? 

.  

t  

ua. l l 
 
y 

a 
e ✓ , ,.. > ...   .... «.  ~«-.yi 

when 

w ,. , • .,. ... 

...cm had  ... <_,, ._A. ...h  c .. • .. -. sad h

adjustment Y Lied for some , .. ,. . 1t had not 
been pcssib ' e nomp1ete

,.~ de,3f 
.L? . ..f', the 

on- fcosts nearing the burden 
f. 

n.. _ 

pros e.. , %,e savings achie-. ante t . er. rhe
stationary from a source ether than the ruppl 1

#'Harry was significantly ifican€tly -ore expensive than the other 
two: 

R ift,  F3EFF 1 4c ~1.a 

CA/SSA t otal 3`3. 1i 
f

,,.,__,,., 

3 -t43 '3 

2 403 

Total r. ~sts 1026'-t06l 1005 4104.1 1257 - i.29 j. 

.Rankmg o4 : amicia.lPosition `;." ~:;: .1 

ta With adjadjustmentmen for some areas wasDick  the 
....neapest•. SensiS-...virkr analyses (e.g variations in 

rkload) had shown that because Tom's charges z ~°~.~.:~ Vi m. :.:€ tii  varied 
with volume, a red .ct .on in c _. --e produced a far 

less than corme surate reduction in r„E._. . 

20. Value Factors r -' to  review suppliers' ne:C ornance 

against a number of ra., , ......._.. .. •_.r >  n whrrh we 
had told suppliers would be vI .into acc _nt in the 
evax.uuation. This had shown a ni.::-se match Escr,ween the 
three suppliers in terms of t he "external' factors 
affecting staff and customers (e .g. customer and staff 
acceptability) , the order within that being harry, 4Tm 
and )c , 

21 . While all met the acceprnbi.lity threshold on 
wt.... wt~;.. factors covering the soundness in terms of 

. y (e.g. stab, and coherence, fraud-
'Th7 t hod pa '`dent) the croo.o was again H a .r g Tom 

with the first two being some way ahead of the 
t.hi _€yl a The trend since issue of the ITT had been for 
Dick to , s some of these areas, while #Harry and 

£ ToxI, had decl.Ine .. 

22. Partnership .- the ability of the suppliers to be a 
partner for POCL in securing future new business.  The 
review had concluded that all three suppliers were 
satisfactory potential future partners, 

' POCL note: the numbers include adjustments to enable compahwns to be made on a common basis 
l€b, tit including the full impact on POCLI or BA's business cam. They are, therefore, 

reconcilable, bet not identi 1, to the nu € tais in .POCL's Business Case, 
COPi)fNCS
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and 

Id .timber of aspe is 01 the 
? . . :. S r .r.  00 which they needed µ ux t .ae 

c t ...z. r.; w members _ . :iad been ma e ava .labble 
for such an eventuality, i c I. _. was therefore possible to 
hold immediate discussions a isfactory answers were 
received an all of the issues :nat were raised. 

24. The Board Mh.enn considered the findings of 
and th results of the related discussions in Ke: „ h.. 

t tun to 
vau<.. suppiier 

25k (heir first decision was to conclude that øHarry 
-,<- } Hd _ .ted from fur -her consideration. 1t 

.._. 'a ;d. ft as t  ;.;n the Value Factors and was thought to be 
However, it was significantly behind the 

other two on costs and: its bid was regarded x,, ado 

Contracts Assurance review as u coaLableY .. . had 

it been unable to make attractivo a e late i  a. .. 

elementswhich sponsors bad
there were also a large number of provisions thou woolf

enable 'Marry to increase the costs to sponsors very 
substantially over time 

26. As tO faum, its ;tender 7bowed a cost of service 
viruoa ac s1. to ofDick it had achieved a satisfactory 

t, n categories of value factors, and was 

rank -h uuaual Lu *.'Harry on both. 

however, thee were C £ O.., ....cant s.`..3.or., f cC.maf s in 

tender aing frow ..z_... ',ontracts and Risk 
ina.nster assurano a.tiviti.ea 

3 

a . ~. 
t. 

.,'="i rr~, „ i~. {.:; rec wily,,`>eend d t. .. .c:=. € #," d3s o 

~L.,.c. a to be p .. ., ._ ,., E,.-, +..'. 

offered less o w , sainty 
s r.°.,G. .. w.ft oiler: to a.n.e.r retat . .« 

Its provisions on. what were considered to be key elements 

r:ed uraztractive/Yunacceptable and had been rejected 

. n the past by sponsors , In addition, it offered the 

pooresti deal on fraud risk transfer. 

b. nIna t as Tasco far ..M . .. »r hod a .. ;as ed that. the 

Tom bid she  . s. .r. PFI 

terMs a e .w. ` : , fl r lease, 

`.it the hulk of the r.ik on voltasie, TIll and fraud 

.. .. ..a th the Contracting Aothcrsties. 

I11 
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28. The Board therefore concluded. t.,at rTom should also 

be excluded fr om consideration 

29. Nck ere to all intents aid narposes € q : € . with 
;' cuartrtie=:i worts 

a number of .r which it had 
oo... .. .' i.e to :illy cost would swing the balance 

in Dick's tavour. . 

~30 dick tender was by far the closest to what the 

sponsors had sought to obtain, ad its were 

ar rre  clear than tt2e other two. Its provisions on 
fr aud risk transfer were the best on offer, the view 

of t: e contracts review was that only a con'.. ._ sa able 
. . ._ . .. ~. .. _. ) _.. ... :. .. . _ ~ . ._ tie most s ~i. t:~ <.. :~ 

((^+~rrte~ ~~vv yy+~ "nS... ... .. _, ..a a_ ..,w. . .r. .. .. ...F..... •'A _ .. s. conc . " l ,_.~. luded, 

.. t regarded.  ; IT

in k wes close to the other t . . on the 

utwar fac. eg ' value factors. Ih .1. 'L there were some 

aspects of 'inward-facing' :. u. terrors where we 

would be looking for improvement por r 'a.war.d, a 
had been achieved. Jic. satts~.ar~~.r~. score  nonetheless : 

was regarded as a satisfactory future partner for POOL in 

developing future new . ._. .<x 

cases the 

33. The Board reernuiseC that an award to Dic < would 

imply a need for a € ; active management stance by 

sponsors, notwithtn cuing the improvement noted by the 

Contracts Stream since the restructuring :.mmediatei.y.

prior to ITT issue. it would also reaulne sponsor m Ci 

to or closely iti' #€Dick on fra, nre rac

although given the changes on fraud risk by too 

other two bidders in their retenders most cl this wr 

was likely to he required whichever supplier were in........ .. 

Recommendation 

34 stall be strongly recommending tomorrow that PSC 

en trice ee ion of t o E al..oatw.orz DDouru to award the 

it to #Dick, The procurement process has been 

,fh and fair and in the view or the board the 

va can be robustly ce~feracaa against challenge frOT 

any quarter.

STCTEST CON F" 
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