
POL00104333 
POL001 04333 

Eectrorilc memo

To: Dawn Howe/e1POSTOPPIO ~._._._._. GRO
cc: 
Hard Copy To: 
Hard Copy cc: 

Date. 0210412001 10-16 
From: Keith K Baines 

Subject: Horizon post 2006 

Please print and pass to ;rye 

orw died by Kr h.: r, alt•,r  C::1: n 02/0432001 .0'°30 ..... _ ...., ... .. _ 

To: Dev-d'u"t' iu"i iI :r'e:= t w"= 1 €t GRO Stu t 

cc: A0n Ito ". F_ 109 GRO i Olive 
' t::'&f' I Oµl ! W1 GRO  _Kedh K 

Bain ie/POSTOFFICEJ GRO 
Hard Copy To: 

 
_ 

Hard Copy cc: 

Date; 25/03/2001 21:04 
From: fl  v 1d X nit 

5 x 

Subject: ;rizn o • o 2005 

Stuart, Dave, 

II 
Have nowadded the Append horizoni2005.ZIF ~ :~s 

Dave 



POL00104333 
POL001 04333 

iN l'R:1C".I l'

Annex. :-%. 

CONSICINIA EXECUTIVE BOARD PAPER NO: 

EXECUTIVE SUMMARY 

The current contract with ICL for the I lorizon s stem runs through to 2005. The 
tins. I  00.n1 a0 1 a, i?0d tes au a s. n .,.;s" 11 ; 

Eit i II  a d um t . ~ ztui oft hi _ `Itti It _ €s . aHed lix X<,o c o 

Ltd is to teal o..:i xi114' choose (. ..(, <_; 'i all asai I bleeptt{ t t his paper addressees the 
Way ibiward I the bib t of 1up at boos an €[ls. speasiem review on  the financial status 

and `ire bon of ICL red its. parent .Fu hsu ; a review of IS Straw  Straresy and 

legai.procrussnsent advice. 

F ' The ..l< :'i. ..i; of €, 7drool and scarce resource in the pri)c€..c.Czi ILE process at ..torso 

of unprecedented best Ik ,. change leads to th e E:o.?€clFlslitn that x:31:. balance an extension 

bi'1 x3 i 3 t e. n'Qfer ed option. 

STR TEC1C IMPlICATIONS 

id preferred option in cans that PO Lt .'s c< 1 }arlbilit y to deliver rn ale r bob olives. uc h 
as. t. aal .11; : .1 3 <t 1{'I .I t l..'ml mint he bib L l7j"i ems. E7i t 

Procurement turd system Icplaceni.um t' oGct, 1 he optmumi jrretecd irms.aesn I« y' 

+,ddn nm L fL:. + ittie oyon:tc.,a ":a i ocl; .hr ^( i.l i. <5 I i'I i.,,3.t., ;t , .t€E,);:. 3l 

ERA cfboh.i hr ldt and a on. .F ili1S" exisd:mp coststo create a.., .l sz.2lt s:dinieli i 

Support other r lda M`.2 "'=2211 1 

COSTS/BENEFITS 

Negotiation will be supported by a "business as usual teat.n". Additional legal ties 
will be incu:rred, 

SPONSOR SOR 
Stuart Swe€ tman lIt.triP Smith 

Annex B 

0204/it, 
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POST OFFICE EXECUTIVE BOARD 

I OIUZON BEYOND 2005 

.. Introduction 

Horizon contract ends in 2005. Time needs to procure and replace horizon 
means ns 

we. need a business decision now 

The Horizon system. provided under contract as a managed service by ICL Pathway, 
s a n "o = t.s l portent o: Po t tttnce Lu €?7€ t3 o 3erateng j: roc'COss ai:d. i.' ilao a1. urge 

,',ivinwr o a Wed cos , the cui ref at a € us to t and l`a  u a .5  i unheln 
Sigu&cal,.t herein an-tnits arc lall ittat a Lied will .l barely be completed within this 
rimescido let -a loa . cot in. This paper analyses ;znt tans bar 3:>tw nine sins€ the services ices 
after Hun cnr. enr contract nt.ract and recommends ds a way forward a d that tubes account of the 
w dm t"3 i €€" :;ss context. 

In inuiF'ing out this ari d i%sis< three Mcr recent studies have been take into account. 

ats 

Review of die iS stretean lb post afrieee by Group 1-.ioup IS 
13) An noah sir uP the :l i.a€k'r"egulato€ y posi io€t. carried out by Post Office 

uLo nrn'-'ct; 
c) cci € 1`'„ of tile., Anancini imP carniueiv.ind status and €ii; t. on of ILL and 

C qi t tan carried out by KI''' l,: 

The background to the current contract is attached as Appendix A. 

2M New Developments 

There are a number of business critical new developments required oil the 
Horizon platform 

Extensive changes will be required to the Horizon service over the remainder of the 
current contract and subsepunen the in order to support PG Lts. and Government 
slrateciccirir rewonny onuma1k piti itabili ty. Key clsntents rib this are as follo s:-

Costs lot the des chip lenit ofNetwork and Universal Bucikoig are likely to fall 
15 €tWutIMtan k^s r sM 
Costs A (b LIP are tik I,r to he ofthe War of 10m excluding kiosks (if these are 
procured Lou; iICL) 
ERA us ill require amajor redevelopment of Horizon firmction li t.v , Initial estimates 

suggest costs in the order 

ofRAW 

Thus ll "s elop ;1 1€ crisis over the ?ei tod ace u'i s' to runount ;.o i1. excess of iii
The costs at' ERA are not currently 1bi y funded within the PU s Arirtenic IPiOfl and it. 

his 

been ussumen .;:)s;,€. ,lx a 

,p 

l'1. 1 €. c nie d "oubh •:a Ming is €1 

Cement 

i.sii. 

1 

,,: L 

3. iCLfFujitsu 

Status 

and Direction 

2
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Can tai get beliervalue fr om its relationship rt with ICL 

.A C'letai' d .aae>a is l( I Lz's:it.t€i Hv aral Ftl'<i..,;.t :> thaw hf and t it€s_ , :yi.€, nays 

d'irecti>ci i ,2_ been 'vvwi d out by K Gi, The i>t dlia.i cane suns arc 

a 1CL:"s finwsh.i[ ,a. Lraaucc is poor , ;:,i.. . that If z€ i. ..i. ..: .: sins;  strong. 
N I(. ̀I ',, sti..€:: , . . .:?i.'LItI t :`L gu " : , i i_a is ti - u ; hi .i a I u has 

strong s s s.tbJ :3e to axpoli. .€,, A €, w z.:a.H slat) asses:: 01) Ada . <:aitic 

I.:L. ra ils well p£.a. is)Ilad 'laths 
,is> 

i;m a raw hew, [",a€ , a is usted not 
cutting edges but with smile imnnvatisa capab ig, 

* FElji.i. ,,,i ha. e:a Fl i- lo al to It 'L but to a . ,u. a. as a. .  €.aue pi us ;p.xftk mance, 
`  

Analyst. vice if €"he,~ w. anted to sell would have € one so 1w now, IC.L. as Fujitsu s s,,

L 1 3SWVI ea,d 0th) ) Euaiupe 

*Hanson key eats tract now part ofLarge Contracts Diviision tow sad or,. del very, and 

t0: he . €F['ll hi a 2 ill t be at the e.xprnw.: at ,t£l€j€.. 1.. ? ,h i aa` a.€f,[ € at10s:l€,30-"I 

Ut iii clearly l., the resoe es to d. Iive..t another iL v.ias .he AL ha G s€3, .1._,4s, t 

tE3ti;a cit L  en> y and fi.€m t icy li.a v n:z ,:.:v.ititf lot other cheats; £:^, ,€.iii:: a i £I 

rs; xo d o dc.>§1;:::r-av', m.aa ' not ha e ll.ttl'1.f.: en€t' resome of the right viral no n td t£? 

change Caere. 

'rho unpileawns for Postt Office ltd. are that it must get better a).;,u fro:  
€ti. the 

t'e..ltionship 'IL t. "la€i[ti IH •H at a.  3 € " I II.e a st o€was 2E.j} <".;3proa Il P0 

Ltd € i i1°alv:• out th . est o.f IC"L'a caa abilit , 

4. Legal/Regulatory onstraints 

We raw  w e t£::nd the contract yfor 3 years without having to go through a 

Procurement advice is that noa.compctitivss award of a new contract ofsirt it l:r length 
to the orig>ael one would bs'aach aohhe sector } ,"ui;:. w ti.€:',ft notes which O  Ltd. is 

lequi, ee .i Ihs1ls.;vsa However,  a iitti€w £-i"€It1: ti , , a e t: i... .£`Iz 01 t ie contract t of up to 3 
sea , :"L ue  din «;:i )t (.t. ;:t1 id,,,% t•i«, af:i .: u<: .sound a.x >i an tt a. this. 

5. IS Sts:Megy 

Id orizon will be at the core of our architecture beyond 2005 

The review of the IS Strateny concluded that Horizon would continue to flora. tie core 
of the retail infi'asnuctuae t.: rou 3 2i'05 and be and, It tk€op;-•.:es:. where cosn3'"€..r.s. ai ly 

viable, to use the developments of other channels e.g. kiosks as ti'ie basis l' 
developing alternatives to ICI.,. 

6. Options 

3 
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The business priority is to change the business not to change suppliers 
----------------------------------------------------------.- ........ .. .. . .......-.....-.....-........._....._................................................._....._..................__..........................._....._.......... 

'fhe options co 1 ;ie  :' E cd ""'' . € > t5 f  on; 

:,Afi. _ ( et:t din  can cut cc tlact anti has 4 ,aunts ran. P0 Ltd. could 
C r t_€. .~ ,€ inn;;, : €. _i  ii  .t;) _t€€ I an

Wain a rop due enim con d be curried nut .re .o the end of the i mo 

'  anef inn :i Hsu ould. €`-t • .>.<..i:.i~ -n.ili' fu; W! . l., i i)habun ,a _€h ra 

rep 1;3 ,ao meat co€ howt ial or betor Apr; 2005, 

a Truncate cu c ent contract - l t: coal l,1 n to ,n.el,xx a"' t}.w en; sting contruct earlZ`, 

This would involve a sigftman; terudnatiun fee-

Extend current contract - An e: tension of up ro 3 years could be made. This w'oi€ld 
take ike ct.,mient contract to 2OUS. 

• .,
i

l :ia ticl? .a-a tend . As Wme. but seek significant improvementsin the terms 

and Condit€uns appl s 1 i to the contract now in return fEc tIme Au s3.€ including 

finaancinc n mot prop; :t  I; € . ES...A 

Detailed arlalyrsi , duncr.ittciun and comparison of the options is at Appendix It. 

All of the options which imply replacing ICE or at least testing the market et create a 
sig :lic nt risk ILL could if they so t I r:s ; Pai'dysu turiher developments. Any 
delays beyond 2005 won Id almost € , tainly require short tern; extensions which could 

he at sign1t1.£:`ant cost. If this was dune mid ;sulii.u:- inimn to chause pa 'curs then ,.1<l of 

the t }a.f.€InolL:€s.!S' based 11110 business cases would be liiftic it if not huno suible to ,.ns;. 

in But almae all else at a time when PO Ltd thesis change 3n en ui precedemued.. 

huge amounts . of scarce resource "vS il;.€.Id hare to he mat ,'c.t ed into changmng .iL€l;l, her 

This would undoubtudis ?Be at the expense of Corn; of the Fmn da11nm% busbies.; 

change uecesz ai 4` for the businesses survival.. 

An extension on exist€ne icons has ate }:::-nefi!. g PO  Ltd oilier dan stability, An 

extension With i €2eemit€t.ioa does provide ide the usness the opportunity to' uen g te:n 

its position with l ILL,. p ovtl.la. the omeporumitu to fund ERA which has Significant 

business bf` etiss z _al pros'rdes an up= ;.1 .t€Iiiu t€3 rim up n l ofr o1'I'vttl£u with 

ICE including a more innovative approach  to dc cc lopn:cut Lugotintions will riot 

divert scarce resource on anything like the scal., that .; 17: r . t1, ou z ould 

Extent ion with renegotiation, is therefore, the preferred option. 

'. Negotiation Objectives 
. _ _....._.. _... . 
Proposal to grant an extension in return for Ss t;ificant benefits  to Pt) 

Ltd 

The objectives for negotiations are as follows ;-

• Extension of current contract by up to 3 years. 
• Spreading of the remaining LOW capital payments over a longer period to create 

headroom for funding new development. 

4 02j El4/tO 
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Annual cost including banking and ERA developments p€tents over the extended  contract
to be no ereater than the costs of the core services under th-- current one. 
funding of CPA development In :10 1/2 un he paid for through the operating charge 
PON to have greater control of the wags design; once the ERA design is 
implemented PON should control this at system design level as well as business 
requirements level 
ICL to partner with other technology companies to ensure that all new 
developments are innovative 

lure Fti iss<Pon through sonic sharing of oetretits and ri l w 

8. Negotiation Plan 

Negotiation will be based around a plan 

Neeotiations would he lead by Dave Miller. However, the noeoiiahon c hte tes,° ° 
i't➢F.oil : t a' 

i, ;' it:i t Et€E u P+ _1 nil I r _ %z x::€E e  hn; ( I ;, P1 ; t ' ', 't€n al 

$,L ensue'i ant tiis„E+tiffarI.t <':. - 10 the;? r c i`: nOviclO C;,. 'tom. ontutco of negotiations € i 

be s. d u—y Ii t, :i it 1.. :ili i.}{ t<:.0 ?(2L" 
-£ L 

fz? . F€: ➢n u t ng ,•u .s 

An oiitl ne of the draft tiniciabie i:; shown below, This sve ;:€ld have to be agreed up 
front with ICL 

.A. 'ree i£eLot€a€.loss o ei c ivess in Pt 

\'xr. tlLnnn it s 2 .'(I t 

Approach I . ; t3 l litiial i ecottia;.EY€1s I 
1 X),

__ .. . . ......... .......................m.........._....._...... 

Negotiation i:t a€ds oI a 3reem ;nt .I tune .r€`f 

If far( ., tt~ l ,t itel tca ecaati.ni:ns lari} 
'L,TJtI :i £ 1` € <':€ .',sclmi nt: € Oetobe 2(101 ..,........ss :........................,._............,:............................,.._........_....._....._....._.,.........._.....,......................_...,._.,..,.........<..............................._..........._._....._...,._..,,._.,..,_..._...._..._...._........ 

Dcu tI aiid najeceve contact January 2002 

9. Conclusion 

t:btrcnsion and 'nu go tint ion is recommended on the basis that this will 
d lin=er° worthwhile benefits and allow major chancre to proceed 

The Executive Board is invited to agree that negotiations be opened with ICL with the 
ohecti ccv as o€€.h.nedabov;, 

lapen(lix a 
Background to the H. rizon con-tract 

5 02/04 0 
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L .Histor-

hall ; wi;ii3 ' various sti: Wer into pt os los pa Ilient of soca it serarity 'l i s di 
t( E . ; 

post cute(:, a decision ion was taken be Government in 19; 4 to pronx ,d with a ilt:? iF 

nrcact 113.,Et would ho=t niode nasa hang ii payment r€ti. u:  end atow ir : coontera ut a7"il.,lieji in 

all Host of iu:e . 

Following an ton e sive Izi lt;ptl? 

>a 

il. T,. ~ :a:;)_,.. , e f:3z:9<; i nt were, a 1 ended to [CL Pathway 
in May 1.996, Known as I113, k e E, 1 ai.Ci ts, there were three. t. caai ,tG .. ve er l I :#.: 

€ tw ab oi—,, ll ae€ 2 liar the payment cai%6l, held be tin Department of Social Sectarit ~'; 

C nu c.t 3 Rx Po 1 Office automation bold ha Pain Office Coiiniere Ltd; and the 

a 
Wei Conk

I 
:€,:3,i ::<c. ~'c=:-1 and terms i:and c:nod wins  held b.•,iF~~lwli,~3 i... €~11i:i is;w ~. Y3w.-a ~~~e3.~.Y  .~€i£. ~.S t~.,.~ .. 

DSS and. OCL,Iotiit'.y.. 

These contracts e awarded t in aecordaaic.e with the prillci i as of thePrivate Finance. 

Turn Gitii.'i,_ This €.i aril i i il.i n sal .,3. t , i1 . 1 .i ,, ti :u ,, i. '.`vl .1 i .:: l~l I~i;'i, ,it,d to 

be, cifi: trend 1_rais ndutx .were .t fn'C l ro i to 1 b Pathway; a€_d that  ane;ut. lb;_ the 

service was based d on transaction volumes. Once ike Service was live, the pannaents to 

I .C. Pathway were underpinned  by  t., Lt, . citale L usia il3i.uni a<1taunts : v ich equated to 

the payment; that world he due at rar .quad 700 +:9t lbrecast coluinaa I wad dwle were 

discounted plIc.e:.. 1.€ €"i ?1€:i"3.w growth. I €iwt' t 7 no payments were due to ILL 
Pathway until the service was accepted and ili live service. vice, 

'4cre were trrsr .. I aaad contracts between POLL and the DSS, Contract i act . . covered 

transa :3xm services - that is analogous services to those pre iou l) provided in the 

I't;ioniii_ ena xaf.  rj. ,wtlt, but updated to take <it,,.,00nt of the payment en1 card. This contract 

as an t  con"riti r ixii  Iiii P onuan";t: b con ad aii n"tlnt^ti . 3. `~: ., +ic,uii, silid in 

Etta x. G:l.t a I t_ t., t., iil i€ G.' s. ' i th' o .w t:Lail..:"its a, or. . t,i, is . ; ...an 'l'Ia w , ti at i I :ha 

to benefit payment to the i; sS , without any markup other than a fee to cover contract 

nlanageniaCCtcosts. 

In addition, POLL had similar Con € ,a e is oath the 'tt ;haacnar for Northern 

Ireland. 

There sect a re aced t.( I S°, S to the des aNnaunit and dephs naerrl of the seas ices under

the Relaat al w rtl.e, ru nts This t _:'.,tl ;_LI an ii repitut of l:z:is; crgjeet on 1997, and then tc 

tt. Ciic' , a il: a at ( i. tt  l a"t:I i ; :`.to' :£l.. 

This c€ onnnatad in a review of the project led b .HM Treasury and involving: the DSS 
one Ow 1) i i an the Po t ttt:11; stl; I „=:'t 1€:t 6 3€si: nun ",a  0  < .n a, I:<ti ; : ,,' a as :>i ; 

Incad LE I di tto ̀. 'r ii C r ,i :Ivd t u l tE. E`or:c' lit P n ..G.'i '  t ;€ lal€.ti" to e.a an

SCVViCCS in Haile tar s :asps i t eovernuac.nt policy ., that the payment a Std element t.4_ the 

pid)CCt:should lei,, can .11e 1, hit that .i. t_t_li:_it,.>.1a. of pest offices should continue, 

I"earns wath ICI. to implemaent this were negotiated hy representatives of HM: 
' i_„ ry, and a pro  : at to the PD Board -for eiadeisi'itaeaat ii  'May. 1999 On the 

basis of aaa 1ei_tii p dons o OCt dare would e.ahlC the Post Office t, d ran on 1 _s _, : e,> 

dial othcrsvise a se lable .o it; to fund the tl.t3-front costs of  the new car tract, aaa letter 

agreement s  sig nee Amen Post Cb t€co ti ?t.,nt:',; t a  Is 1 Pall  x < €. k l;.tv l9 9, 

and following £. etailed negotiations this was turned into a new contract in ftrly 1999. 

6 05, ;..i Si 
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2aCurrent  Contract 

The new contract between POCIL and :1t. i. P;:tthAvax 'lured in July 1999 and known as 
t1w 

.
{....o {i f ed Agreemc i , thecause a rod tiled the Icons of Me May 1999 letter 

ag eeme`nt.) was largely cercecu from Wo .e palt:. to the `,elated t amen I as that were 

nra concerned with the benefit paYment card. However the: were v gntlirant changes ziges 

to Me pricing. and other terms and conditions. 

Paynne€11._ E0 1.. f'<€(1 we .no 143 a t« 4cL:;' : t3 t 

eYtc-slt as 131ents..€: 13 t4i ,~ ,, It CI ;1twt Clne C>- ":nc r?<':I.Ita z -lirt::d to 

Acceptance and ph red cc acat that are ti:Iundai to re:nnncrate JUL Pathway for the 

development  of the. sconce, and .;.>ti ate, mnular one Ei.etcis to cc'vc1 operation Lion of the 
live son ice. Ltc:: ..n:a ntaa. de.eelopwat end. changeis €: ixa'r Li>.'(_ separately, on a time 

and :t:il.ait 3.8u  i basis, act'wed eve bv' case througha de tined tnedl 1 n g control process. 

IQ contract runs to 31 March 2005 unless terminated earlier, :4OCL has the right to 
terfn,a tte the curr,.raci at any tun, 1w giving 12 months notice, but this would resud in 

sigul tu IL.'t"It13,ta.t~c4t:t 1 au:',:tu to .i.CI., Path 3aL lItxt, i1; t,s .I r tt?r'. w€s,' i' 1 costs 

piuw estimated ftru:tc pruthe. lIheraare iat'e br131 'fa nc ;; in cc ,avla die contract can he 

te:n.tiriated earlier h rt loJ.et rich W: loins notice period, two w thou" a teenni1latton 

pate 11.,t;ot; these include termination as a result ut uncorrected IC.L Pathway defaults, 

At the. end of the coot: act, or on its earlier termination. £"OCL has the right to acquire 

the assets toed : s .. _,.1..: Pathway to provide n contracted se i 'ees lbr a rror'.ninal 
payment of £l . (A higher transfer payment w, or.t d have appbed in rOe a'oll-out phase of 
the conua.:t, b t tW.s i; no lonner reh wart no ,h inet IC_1:.. P aire a4 Er cc receivedre  all of 
the roll-out. payments) 

3, Service Levels 

The C-d. ,bified A.;-..eeine-ar€ cci am a range of Sets ice tevc1 that l~zat-t ,a? are to meet 

in prof id ng die contracted services. These trail into the fc€llov,:i1.g main groups: s: 
a) 'Ir aa€ r :i y 
b) PcIl O:;t. 
.j I" ran section ;.;axes 
d) Date tram; bar 
eI DIe11} desk oe torn tanr'e 
ft line  o fir i field maintenance) 
g) Pee cnci iat ion 
1t Sesi ni stability 

Groups (_t,1 and tb) are relevant only to thr r'..: NOW enric:, ;.l, The renta,l.€flu.. are rrcluunt 

throughout the contract, 

Groups tgt 
and € i; were , added as 2 result o f :c:ctiflccbacn gUns the Cults l€'sci during 

the Aecepteunt oh the Cocci Set vi . I . ,, :; d. Sf't, The , .,,It>t 2i:€ ccc' cucicuicdi€ 

The )€-t4deel contract. 



POL00104333 
POL001 04333 

IN S R1C EST CONFIDENCE 

Generally, service le vels are reported monthly in a report frrepa:red by Pathway and 
discussed at the Service Review Board. Some service levels have Minimum 
Acceptable Thresholds ( G'I's) and/or Termination inatio i Thresholds (`I'RTs), and. 
most of these also have mechanisms f.br calculating, liquidated damages to compensate 
POCL for losses incurred as a result: of lrertor`ni_a:t ce below- the Minimum Acceptable 
Threshold. level. 

1fsc 4-ice lithe below a TI .T during i:ng any rlr;ar w y r opr r tiny period, or, below the MAT 
fo, ,.,"1 ' r ,."tai" nut of 24. it _r..  Ii z s tli in 1€i t.t, ` s"1111x, l tLe conlr n ,t.. _At 

al,cv r c"cwr I Ali?ii in t:2esccucuinstank.es is in racnne Pa ?it to des.I:~i:•a 

rectiti%:atl 1 ::1 ; 1 10 correct the suh-standard pin ftu1-,tane ; in that cast the .right to 

ter.nirate snoind m id apply ifno satisfactory lrkn.i could be agreed. 

The sushi to Laminate mi nate would not xis if the sub-s :and_ar _tper 1 r ni arrce ha Pathway 
was a rusuL Arc'e ma3.3 eur, or if it had been caused by P0+_ 1. 1thlin,e: '1 o carry out: our 

d 

L 4 }ii; itrons to . "atirL'4"ay-

4>,Cur°rent Status of Horizon 

..oll-Out 

Over 95% of the rollout has now been completed. This is ahead of schedule, "There 
lE 

are around b d post ottices siP I so be automaton; around Oat of these arc expected to

be completed i ! tint the next 1 3 months, cv .h the sums_eden to cng lonar because 

there are Canes such as moving tone".", pccun .:;jt that will take time to reserve. 

Pathway have now- achieved all of the rot hoin milestones to 'xilich payments are 
linked; an element of the t7 i' €,l :w panment i„ € tad to the: iii . at; her of auto united, post 
otlices, so there is a br,i.te prier: rI-een;x a ICr them to cox. €piece the rest laround £100 
per Argot office leer niuntic a € h a_Ah'i 't torn April 200); hut titre is fr,c l t, ̀ .y cos; 
sign .;.ear t than the savings; that they will nuke by closing down their i. nptctn.nt.a.tio n. 
operation at€ P saving the I3.:ts%,1t £ eruout us erho,'i d they cite fins ,u t itty on it. l hu.,,: are 

some find€eazion„ that completion o.1 the roll--o LIE has been getting reduced r.nanagerelent 

It a)..,t.'r13 i,t P;€.zi' us '?i recc;7a! , .il:a' t l.:a. €r3.. ?.3 i rul.t  7. liC.e.i'E`.)31:a that Ii is been 
created by previous ove,•pert nuance relative to the contractual sc,ted?uieiwill be used 
up over the next few weeks, 

Dcv Cnlopment of the Core Services 

The contract ,vit 3 Pub's,, ay includes JOined service's t the "Core : ter... .. ,. .,.. th to be 

provided at line contracted .price. 1. 't 5 services arc „i': t provided within _' main 

releases CSR andCS C - [tott of those have . It,ss,: , been 1: 1. e:ce i; heavecer thcre are 

a number c>.f "ll.ang , £[s " from the Cute t . . e that base not yet been; completed. 

Automated Pavraon.t Service client connections have not yet been established for all 
the citestis; thin is scheduled  to b I .,. tc_, .,,r t,14_ Jane 1:0

There arc known piobhen, s at. ,he CSP. release a1,` rnplem,'.Let Oceanic ni a. due to be 

"c,t tin :;z . €,iainis in a i1i.t,€,I :I? ., a i l rse, ".I,II", dl c for rot 's- as at :'fit€ t ktl al ?0i j

Service Performance 
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I ,.6 t Nu a ba % ems Avidi .tank tc: tcc a aaa.ii7 >t ._c.r"vic lC ;'ls N €"w ,,..Ii}.3 t-,.a 

tO 

data i` 'isi l' 

help =Acsk l erfdrma ee 

hi the first two cases, a tutnOctat MATs wee :.tiled in each of the !it ; t ..u.. quarters 
following Acc ?s€. a cc of t :€w t i We tThi iat titer ia' . T A.Ts ha i.tdp dusk ei ' .€t ianG 3 

various to u,,::is w rere tails. Ovi.,. tiOe /001C t.tifl)S/0lC, but with less coutracuttai. 

significance,) 

As a result of this. Pt tM i. : required Pathway to develop reutidcatoon plans to bring 

a1. O au cc up to the u.. ft u ft d sw lots, Pathway's response is still hem p €.l s uss il, 
the t nt'al7i ods in tci.cttiou to data na.usfdr set 'ice l...volw would ch1 fl1gQ the cotiflacted 

service ee eh at  arc act can andyaccap abld; the pen  1> on the other failed 

service sec;ia likely to lead to acs.ewuble iinprovern ;ii

[CL Rabe cv l-IcvQ ueliie; vU the 1`: E. Wet t ll. eut ntiiE>smiies l Ot 1.3.11 Se :i-out paa uients, 
4 

.~ w v t~ilt4>a received '~'al)l~€L~~43.ti1 11y %y:' #i '-r{~it1 (c`w ! s`L 3 fisJiII. the contract to date, and 

wa Ii iz ;- i\ e app o -it ;.Its Iy f I i din €w VAT i pet ail zwn front April 2001 for the cure 

cat t tiff.. excludes cost of chsncc Ccc fohou.ina scetto t. 

Appendix 
Options 

I> Do Piothng (yet) 
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The current contract still has 4 years to run. POOL coitli th €tit3fy Ika> rt to continue 
for the time being, on the basis hiat a procurement to obtain a ,,e ,ace :tent could bcouId be 
carried. out nearer to the end of the co nmet, 

Pros - defers the potentially disruptive e et of commercial negotiations that may 
prove d Ii:cch and the fa it.ke if more. ra her than less difficult to achieve rapid 
delk ,, t.y of the nev umniPneeded" 

Coils - t., tan ' jX .,ci, ! +.:ni S 31. ease 1<?he jtnur ti an c. a ntIv anticipated { PG Parcha ina 
esi.finats t`• iii >ti Pu mid a I1 , f ,nenih rdl azu€ kr an new supplier voeld 

pot .ct_{tap er ;tuial in addition to any d: ali mart tithe, Thus the S':€Sinim a Iced 

time Pont starting the tit c erect to c a pF it ig 'cheat  of ,' 'p : 34ti?.zt:tt. siaviecs is 

likely to be 3 years. Al :o, it will become ire aNnals di 'Ii.cutlt to reach apt cement on 
te.7:fs for increm ental Per ;, 1cpti7w3lt i' t?,, , .i fact; sE hen `.}1L tthLEa,: t :' Get , ea%ti, 'set is 
ittdaluN .f3 tai ii it ,taa 3, inu I ;y1 s,it :y: F t~~ ja£ i4' in the ttx :._.pia, 

sinew they aoul..< hart ° to be cost t 1ura .lied of a  IncraPing e CL and than pfd i.or 

a second tl€ee cm tic i"'rp <tcuaterml :p riam. lime UP t tapL1had me 'i t in Gm :1 mana 

contrae:: sad retries. ascats. he to € ?a;€:<11?1? and a dt e _ on li ti ..it,si-yc ace' ttr. 

2 New competition 

We could start planning now far a full competition to award a replacement contract in 
or before April 2005. 

Pros _ maxmmises price ice.e competition and opens up the possibility of nt; king a step 
change Hi e,Lipahllita and. cost. Minimises any risk of challenge on procct..ute:trt 
regulation. 

Cons - Likely to distract I ra' : itd the Post $".° lzT ac Porn ctll"t'€;;i„ her Jpn era; to 

getting their bid. together: Aso My' to be very y d3.t.tm ult to mime ac tea; ' ili rt i ' 

rel t io msl ip ifthev eel icr e tsar €,iil€l:=alb to win. Also. it is: iv be dit`,ia th to 
spar .€0 .. <t, s a:s`i "a ;.ml€ tad rioen the t .1Cw t3 tai abort tl;e Omura shape ci

canon., o Jvc,  thla i the PIP ;'p mitm ic is at an acts sara, „ al E. :alt, the government 

eunomna a i=l.t ha _,Es €<€l t, trramck is die Inc re tee in 006, Per 4i_i lt.? sn:entt ni Id 

be tncr tl til dii'iiem It to Pith in ti.{_ imnerinm, sncc hay would I„era to hi; cost 

lusiit.ied o at the is  as, cancer. ,  amid t en. paid firm a s a:'F;.ond ". ne en dee tapiaceemami 

systcm. 

3. Truncate current contract 

We etmt:hi piit.ai t; t; . tiil.: i.,;:;: tira tri ia eo:m .mm em is 'I his o d itwK 

sipni a4:tt I tam torrance'c , 

Pros w allows benefits of anew contract with a name pplier to be achieved. early. 
Mmni,ni'as period i ( = j3 i_ l :[1C ' on 1 ri..;s it ;r'd "n"iStitiw € 1 3.th tt. 

Cots ais le fi r ci if seam ., 
1 i <," 1 s. . il ls l 

,:~,i ., .. s ~ ,~ ., c_ t firer 1.i'tC cat F.d{w, 6ai€,' C{li':?.3

p n in _,Mica he ...,t,laa1,.'z't~ t:a', pOt,.,f- cm i-€" t?is_ e _b.s tt€.~eIe s, ,i_a~ .E,t mae Ci1f"1t,I1lE:ti'>

l att: j ; ' during die neti c a period, and is isa ha l: {. In malt , h l as i€ ri:' 'a; 

Pa', „lopm:'nts are required. Would put deity ;,:p' otfbankitig arid. (PT? ire i :;t';., 

10 it;,i € 
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IN STRICTEST CONFIDENCE 

4. E,dend current contract 

An extension of i;p to I ;tears could. be made. This would take the current contract to 
2008. 

Pros ii k. lv to be attractive to IC!..:, an . therefore should m aximise their co-operation 
on new d e op lee zts during the next eew, years. Avoids disruption of major 
procurenseut exercise ise during a period in which Major business change has to be 
achieved. 

Cons u. may not achieve as low a price as would be obtained 13`:' competition. 
C'c.3,.n€ttu at£nu of x itb enss he.1nd ex 3erienced'{frith We current  in relation to 

v'isihiliz:o and control of developments. and high coins of incremental change. Existing 
l <ii l ; <ai`e ma if acon3.e unreliabl € lent replaced during  the extension podod, and that 
would make a :,c =b erlue:nt competition rat introrrive to Other s€in tiers, 

5. Renegotiate and extend 
As above but 

`

,~'+
c 

ck 
f 

a. f.l1i E 

€cr 
nt,

} 

wi;?r 4,.`1 w 4c
f

1~.%1:
y

1 s in tit' Li;t-ri s and {.%i~€.:Idit.i~. ns apply rl£'~ to 

th ✓ L,~~rit n o: t. .Ii.L~w in return ii at .[=..a th e e~S.:e S.~on. 

Pros, as above, Pleas opportunity to improve PON cash flow in the intermediate 
penod to '(~O5, 

Cons: mar prove a di l ui .negotiation. I.t u.rs c c it.i1, it nlay be more difficult to 

122 ICL y 
cuact€:' ft c i ai tionship with  during the remainder i of the current contract, t, IC 

1-nay, not have the' t'i.>: i.l> lit headroom to do the kind of deal we need. 

6. Comparison of Options 

The following table compares the above 5 options in terns o.tth number of criteria on 
the following scale: 

1. Option meets criterion in full 
2 Option  i3eets criLut in to a nieni.; .lii extent 

3 Option fails to meet criterion to as sionificant : extent 
4 Option does not meet the criterion 

T 

Dc "(ø"15 New runcatu 
..__.. 

s xtiirld n:t
..

y~1 L4C fl i:Eis+JI3 (%l.E1Gi3*, urn a

ornran ?tr t 

? _4 3 2 1 
3 Y asZitr> t E 's _: .... ..................._.,....o...........,,..,._....,... ..............................,,.. 

,y
._........ 4

~_......... 

tl p 4031t;> t.S :T.€p  2 1  3 2 1 
Supports Network 2 3 ' 2 2 

l

't'ransformation ro

e

YYt p( `e t 
1 0  has adequate Li€ ntrol of 3 control 2 3 

2 

design and introduction of 
new developments 

11 t3tt3'; 
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IN STRICTEST CONFIDENCE 

k N w

yti. { Y)nl l ,•~ri` ;t' t~C::•L~:ii111 ~' 

Creacs fmancialheadroom 4 4 4 4 2. 

for new developments in 
200120O4 

.educes PUN system costs w 1 1. 3 
alter 2005 ...,,_ .. ............_.,....,.,.......,.._.;....ry.._....._................... 

.. 
, 
.»•••• 

g 99P  ido bu``.i netss continuity 4 .? i 31 . 

;r, end of cunen contuaet 
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