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1. EXECUTIVE SUMMARY

1.1 Introduction

The Prescription Pricing Authority is responsible for pricing, payment and
authorisation of 577 million prescription items per annum. Over the last decade, the
growth in demand has been 3.5% per annum. Its IT system is central to the
Authority’s ability to process this level of information.

The current processor supplier has withdrawn from the market place, leaving the
system unsupported. Future growth requirements mean that additional processing
capability is required. This business case is for replacement processing capability in
response to these two key drivers for change.

1.2 Strategic Case

HDS, the current supplier of the mainframe processor has withdrawn from the market
place, leaving the system unsupported. The current system will not be able to cope
with projected growth and additional capacity cannot be added, as the current
supplier no longer manufactures mainframe processors. Replacement of the current
processors, with built in expansion room for future growth is therefore required.

The replacement of the processors is aligned with the Department of Health’s IT
objectives, the PPA’s business objectives, and government directives and initiatives,
such as the NHS Plan.

1.3 Economic Case

The replacement of the processors was compared to a baseline “Do Nothing” option,
and on qualitative grounds the “Do nothing” option was not taken forward as it did not
satisfy any of the key objectives of the procurement.

Two routes for procuring the new processors were looked at – tenders and
framework agreements. As a framework agreement developed by NHS Purchasing
and Supplies Agency was available, this route was chosen as it offered a short
procurement process coupled with a value for money solution.

Three different options were costed and the risk adjusted net present cost used to
rank the options (see table below):

Option 1
Purchase

Option 2
Lease hardware

Option 3
Lease hardware

and software
£’000 £’000 £’000

Net Present Cost 8,726 9,185 9,472
Risk retained 473 485 476

Risk Adjusted Net
Present Cost

9,199 9,670 9,948

Rank 1 2 3
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A detailed economic analysis for options 1, 2, and 3 is shown in Appendix IV.

Option 1 clearly shows the lowest risk adjusted NPC and is therefore the preferred
option on the grounds of best VFM.

1.4 Financial Case

The table below shows the additional effect of this investment on the Authority’s
resource limit.

Current
Operating

Costs

Revised
Operating

Costs

Increase

£'000 £'000 £'000
System Software
Hardware maintenance
System Management Software
maintenance

Commercial in confidence

Depreciation 128 200 72
Capital Charge Interest 8 67 59
Total 1,145 1,581 436

Notes
1.  Revised Operating Costs are based on 2003/04 outright purchase option
with 5 year maintenance deal
2.  Capital charge interest for current costs is based on the charge in 2002/03

The charge to the cash limit in 2002/03 will be £1.7 million (for which a capital
allocation has been agreed), and additional revenue costs of a minimum of £436,000
per annum in 2003/04.  The capital resource limit in 2002/03 is sufficient to meet the
cost.  However additional revenue resource limit will be required in future years and a
bid will be made as part of the annual spending review process.

1.5 Commercial Case

The NHS Purchasing and Supplies Agency has negotiated a framework agreement
process as a methodology that allows VFM to be delivered to individual NHS bodies
without the prolonged negotiations that accompany a bespoke contract between
supplier and purchaser. This route has been used for this procurement.

The contract has been developed by working in close collaboration with NHS
Purchasing and Supplies Agency and uses their standard contract formats
comprising SYSCON (Supply Of System) and SSCON (Support Services).

1.6 Management Case

All strategic projects delivered by the PPA on behalf of the DH are managed under
PRINCE2. In accordance with the PRINCE2 methodology a project board is directing
the project. The Director of Information Technology will be the Senior Responsible
Officer for the project.
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1.7 Recommendation

The PPA believe that the most cost effective and least risk solution that meets the
requirements of the DH, NHSE and the Authority’s customers is Option 1, to replace
the existing Information processor via direct purchase. This option minimises the risk
and maximises the most economically advantageous solution based on the
envisaged new developments and the extrapolated processing power required by the
PPA in the future.

This solution will allow the Authority to respond to increased workloads, additional
information requests or new developments that may arise in the future.
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2. STRATEGIC CASE

2.1 Background

The Prescription Pricing Authority (PPA) was established as a Special Health
Authority within the National Health Service (NHS) under the NHS Act of 1977.

The PPA's main functions are:

i. checking, pricing and payments to contractors for the supply of drugs and
appliances prescribed under the NHS.

ii. production of the Drug Tariff (this contains the reimbursement and
remuneration rules for prescribable items).

iii. production of prescribing, dispensing and financial information to General
Practitioners (GPs), Primary Care Trusts (PCTs),  Strategic Health Authorities
(StHAs), the Department of Health (DH) and other NHS stakeholders to
manage the prescribing element of unified budgets and the drugs bill.

iv. to administer the NHS Low Income Scheme (LIS).

v. to deter, detect and seek redress for prescription charge evasion by patients:
to promote compliance by contractors with their Terms of Service.

vi. to administer the Pharmacy Reward Scheme.

vii. to provide Pre-payment , Medical and Maternity Certificates

The PPA is responsible for pricing, payment and authorisation of 608 million
prescription items per annum (00/01 figures) to approximately 10,000 Pharmacy and
Appliance Contractors, 3,000 Dispensing Doctors, and 24,000 Prescribing Doctors.
Pharmacy and Appliance Contractors provide 90% of the overall total of forms
submitted, with Dispensing Doctors creating 7%, and Prescribing Doctors creating
2%.  Work carried out on behalf of other NHS authorities covers approximately the
remaining 1% of the PPA’s overall throughput.

Over the last ten years the number of prescription forms has grown steadily at
around 3.5% per annum to 322 million forms.

Currently the PPA processes 51 million prescription items identified on 27 million
paper prescription forms in 13 thousand batches from dispensing contractors on a
monthly basis.  The anticipated future growth is forecast at 7% per annum.  A growth
in volume equivalent to a 7% compound growth in processing requirement each year
in envisaged for the next 5 – 10 years.

The total value of prescriptions now accounts for £6 billion per annum, which equates
to approximately 12% of total NHS cost.
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2.2 Status of Document

The aim of this document is to explain the requirement to replace the existing Hitachi
Data Systems (HDS) GX8624 processor, which was originally acquired in February
1995, and to identify the business issues and benefits from such an exercise.

This document is based on responses received to an Outline Business Requirement
issued to suppliers through the GCAT procurement route under the guidance of the
NHS Purchasing and Supplies Agency.

DH requested it after the funds had been allocated and the procurement had
commenced.

2.3 Current Situation

HDS, the current manufacturer of the mainframe processor, which is the central hub
for the provision of prescribing/dispensing/financial information services to the NHS,
ceased manufacturing mainframes last year.  The parent company in Japan decided
it was no longer in their business interest to be in the mainframe market.  While HDS
UK is willing to support the PPA’s equipment it can only be for a limited period while
spares continue to exist.  It is also dependant upon their parent company who wish to
withdraw from this activity as soon as possible. They are not in a position to define
when maintenance will come to an end.  HDS UK have already had a recent difficulty
in sourcing spares when the PPA experienced a major failure.  The required spares
eventually had to be sent from Europe.

To complicate the situation the HDS mainframe relies on the IBM OS/390 operating
system to run all PPA information systems and the IBM DB2 server to support its
prescribing database.  Both of these products in the versions used by the PPA will no
longer be supported at the end of March 2003.  The PPA has implemented the last
version applicable to this obsolete mainframe, it cannot now be further enhanced to
support future service developments required to support ministerial initiatives outlined
below.

In addition, the mainframe will not cope with the projected increase in prescription
growth, which initially was projected at 3% per year but is now running at 7% per
year.  Since the manufacturer has ceased producing processors there is no further
growth path for the PPA without replacing the processors.

The mainframe is part of the PPA’s integrated data repository, which provides online
interactive query service, ePACT and management reports to the NHS.  It is
responsible for producing 11,000 Prescribing Monitoring Documents (PMD) and 450
Itemised Prescribing Payment (IPP) reports each month.  It provides the DH
Statistics Branch with on-line access to perform dispensing queries as well as
providing Prescription Cost Analysis (PCA) reports on a monthly basis.  The system
is integrated into the ePACT.net service to PCTs, Strategic Health Authorities
(StHAs) and DH.  The PPA master files which service Astron for the printing of
prescription forms and OCS to provide the GP file used by the NHS for contract
management, is provided monthly by this system.  To provide these services the
PPA has invested in excess of £29 million, gross replacement cost in hardware in
building a supporting IT infrastructure and of the order of 50 man years in overall
software development effort.
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2.4 IM&T Status

There is an experienced and mature IM&T department, which has been in existence
for twenty-three years and has submitted and had accepted by Treasury eight
previous business cases.  The PPA has delivered all previous business targets and
benefits.  Appendix II lists the current technology and skills set.

2.5 Reason for Investment

The processor which requires renewal is part of the IT infrastructure which supports
the provision of prescribing, dispensing and budget information for the management
of the £6 billion drugs bill.

These prescribing information services are used by the NHS, PCTs and GPs to
improve the effectiveness and value for money of clinical and non-clinical
interventions.

The PPA systems need to be capable of enhancement to provide the information and
functionality to support the impact of the following initiatives:-

• NHS Plan

This is a plan for investment in the NHS with sustained increases in funding for extra
investment in NHS facilities i.e. new hospitals, extras beds, more GP’s. This
acquisition will assist this initiative by enabling the PPA to update its systems and
cope with the increased growth in prescriptions.

• Pharmacy in the Future

Implementation of this programme will bring changes for patients, for pharmacists
and for pharmacy services. This investment will ensure the PPA’s ability to provide
prescribing/dispensing and financial information to the NHS.

• ETP

Rollout of a National Prescription Service (including electronic transmission of
prescriptions – ETP), is a key component of the new National IT Programme for the
NHS. This procurement is not directly affected by the above initiative. However, the
PPA as part of the core team responsible for taking forward the provision of an
electronic prescription service will ensure that any indirect technical implications are
managed.

• e-Government

e-Government is a target of all dealings being deliverable electronically by 2008. This
investment will provide the PPA with the ability of a means to satisfy delivery of
current and future ministerial initiatives.

• Health & Social Care Act 2001

The Act, as it affects the PPA, deals with pharmaceutical services, control of patient
information and the extension of prescribing rights plus various miscellaneous and
supplementary provisions. This investment will ensure the PPA’s ability to provide
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prescribing /dispensing and financial data together with the means to satisfy the
various nuances of the Act.

• Modernising Government

Modernising Government is central to the Government’s programme of renewal and
reform and is a long-term programme of improvement.  However, the Government is
putting forward a new package of reforms now i.e. a commitment to ensure that
public services are available 24 x 7, for example advice care from NHS Direct. This
investment will provide the PPA with the ability of a means to satisfy delivery of both
current and future ministerial initiatives.

• Freedom of Information.

The Act provides a right of access to recorded information held by public authorities.
This investment will provide the PPA with the ability of a means to satisfy delivery.

2.6 Objectives and Scope

i. To continue the provision of prescribing, dispensing and financial information
services to the NHS, which is a vital part of the DH management of the drugs
bill, with no loss of service.

ii. To continue to support existing initiatives of Shifting the Balance of Power.

iii. To support PCTs, StHAs and ROs fulfil their statutory roles to Patients, GPs
and Contractors by the production of PMD reports and IPS statements and by
interrogation of prescribing data through ePACT.net.

iv. To support GPs in continually monitoring their prescribing and budgets by the
production of PACT reports and IPS statements.

v. Build on existing PPA systems and services to generate the least disruption to
its customers.

vi. Purchase equipment that can be used to support the Ministerial initiatives
identified above.

2.7 DoH Objectives for Investment

i. Ensure sufficient processing power to adapt existing systems and outputs to
reflect changes to support reorganised NHS bodies.

ii. Expandability: the equipment must be upgradeable to cope with an increase
in the number and type of prescribers and increase in the number and type of
products available on prescription and a growth in prescription intake.
Currently the number of prescriptions is rising by approximately 7% per
annum.  It must also provide for a growth in information services in
anticipation of future demands.

iii. Ensure that new services and outputs achieve the same accuracy and
timeliness as existing outputs.
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iv. Ensure that the new system integrates successfully within the existing IT
infrastructure with no impact on overall service delivery.

v. Timeliness: the solution should not compromise any timeframes associated
with delivery of the above initiatives.

vi. Flexibility: ensure that the chosen solution is capable of accommodating new
and diverse demands resulting from national policy and developments within
the NHS within the defined timescales.

vii. Adaptability: the new system should allow for the variation of the existing
services, output specifications etc, with the minimum of change.

viii. Ensure that existing services, PCA, IPS, PMD ePACT.net, are maintained
without loss of accuracy or timeliness.

ix. Supportability:  the system must be capable of being supported by hardware
and software suppliers and provide scope for upward, supported migration as
necessary at a later date.

x. Affordability: the solution should best deliver the objectives of the project at
the lowest total cost.

xi. The chosen processor must protect the significant investment already made
in the supporting infrastructure and the NHS prescribing database maintained
by the PPA

xii. Protect the significant development investment in the existing services
running on this processor.

2.8 PPA Business Objectives

i. Computing power with an improved performance to host the Authority’s
current information systems with no change to application software and the
processing power to cope with the projected prescription growth over the next
five years.

ii. Computing power which will support the PPA in developing its future
information systems applications.

iii. Protect the investment made in the NHS prescribing database held by the
PPA and its continuous use by NHS users with no significant loss of service.

iv. Compatible processors which will integrate into the existing infrastructure and
protect the computing assets which have not reached the end of their asset
life.

v. Overall system management functions for the entire
hardware/software/database operational environment.

vi. Development tools to support the Authority’s existing COBOL based
information systems applications and IBM DB2 Server for OS/390 database.
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vii. High degrees of concurrent maintenance such that the system remains
operational in order to minimise downtime.

viii. Overall support and maintenance for the above.

2.9 Technical Requirements

i. To protect the investment of some £15 million comprising the hardware,
communications  and software  assets resident within the PPA’s main Data
Centre, consisting of peripherals, networks, database.

ii. Protect the 100 man years of development invested in the applications
currently running on the mainframe processor.

iii. Mainframe to integrate with the current  hardware infrastructure.

iv. Minimal changes to action major application codes to migrate the database
and integrated systems.

v. Connect to the PPA external network links at its Data Centre with minimal
changes to the PPA’s external communication equipment.

vi. Capable of being exchanged with the existing processor without major loss of
service.

vii. Provide the hardware platform for the PPA to develop and implement the
changes to prescribing information systems arising from Pharmacy in the
Future, ETP and GP contract changes.

viii. A processor which is compatible with the IBM operating systems and the IBM
DB2 Database software, to save rewriting the applications management
software.

ix. Meet the technical functionality required to provide the current services to the
NHS.

2.10 Scope of Systems

The scope is restricted only to the processor replacement.  Outside the scope of this
procurement is any re-development or re-writing of applications in which the DH has
already made a considerable financial investment.

There will be a need to upgrade the third party software licences in accordance with
the increase in processing power of the new processor. Independent software licence
providers charge licence and annual maintenance fees based either the number of
processors or the power of the processor on which their software runs.

A determining factor will be that the PPA applications will not need any change to run
on the new processor thus protecting the investment made by the DH in these
systems.
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2.11 Scope of Implementation

The implementation required is a solution which links in with the Prescribing
Information Highway provided by the PPA.  It must support the national prescribing
database held by the PPA.  It must enable all services to be transferred to the new
processor with little risk or loss or corruption of the data within the various health care
databases held by the PPA.

There should be no need for major changes to the PPA systems, they should migrate
across with little resource effort.

The new processor will need to support the PPA data repository, and the full range of
information services provided by the PPA.

2.12 Scope of PPA Service Impact

2.12.1 Master Data

This processor supports the maintenance of the PPA drug file and the interlinks with
the Primary Care Drug Dictionary (PCDD).  It provides the daily changes to the drug
file that enables the Processing Divisions to examine, input and validate 51 million
prescriptions per month.

2.12.2 Prescribing and Dispensing Information Services

Within the NHS management structure, the PPA provides a variety of information
services, PACT, ePACT, IPS, PMD and PCA which are based on the current
information services processor.  These services are based on current and historic
data covering 36 months, representing, 1.5 billion prescription items for 30,000
prescribers and the management units from PCT to DH.  All the data and prescribers
should be unaffected by a processor swap out.  The PPA requires an upgrade to
their processing capability, and a replacement of the existing central processor.

2.12.3 Other Information Services

Information services which enables the Prescription Fraud Team at the PPA and
NHS Counter Fraud Services carry out their activities in seeking out and reducing the
level of fraud with relation to prescriptions. Provision of prescription details to Astron
for the production of prescription pads and the provision of information to the NHS
through Organisational Codes Service

2.13 Scope of External Impact

The external world should not see any immediate impact based on a processor
swap, which is compatible with the PPA applications.

2.14 Measurement of Achievement Vs Objectives

The measure of the achievement of the objectives will be the continuation of the
existing information services in the form required by the new NHS management
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structure in the timescale agreed with DH.  Availability of the service will demonstrate
clearly the success or failure of the implemented solution.

2.15 Relationship with Business Goals

The directions to the Authority by the Secretary of State require the PPA to authorise
payment to dispensing contractors and to provide prescribing information services
which both manage the drugs bill and inform the various bodies involved in that
process.

The processor is a key element which underpins the information services provided to
the NHS, NHS Counter Fraud Services, and supports the internal payment systems
by the provision of drug and master files.

2.16 Relationship with PPA IM&T Strategy

The proposed solution fits in with the PPA's IM&T strategy.  The PPA IM&T
developments are focused on providing timely and appropriate prescribing and
dispensing information services to the NHS.  The strategy is to protect those
services, ensure that the technical infrastructure is transparent to its customers while
enhancing new cost reducing initiatives to the benefit of the Authority and its sponsor
departments.

2.17 Relationship with Delivering 21st Century IT Support for the NHS

The applicability of incorporating IM&T strategies depends upon the technical option
chosen.  In situ processor replacement will enable the support and integration with
the relevant initiatives.

The relationship of this proposed investment with the national IM&T Strategy is
addressed under each of the technical options put forward in section 4.

The current position of PPA systems and applicability of these strategies are as
detailed in the following sections.

2.17.1 National Data & IT Standards

The PPA is working with the Core Team responsible for delivering the prescribing
service for the NHS 21st Century IT Support and will therefore ensure compatibility
where relevant.

The PPA is responsible for developing the NHS PCDD, which will enable prescribers
and dispensers to standardise the description of drugs used in prescribing and health
care records.

2.17.2 Integrated Health Care Records

It is expected that the prescribing information supported by the new processor will
form part of the integrated patient health care record.



12

2.17.3 Security and Confidentiality Standards

The PPA is registered under the data protection act and is subject to regular audits,
both internal and external, to ensure it complies with best practice.  In the use of the
NHS network the PPA conforms to the NHSnet Code of Connection.  It is in the
process of adopting BS 7799.

2.17.4 Electronic Booking

The PPA systems and services will not be affected by this initiative.

2.17.5 NHS Wide Networking

The PPA is a board member of the current NHSnet and is part of the team involved
in procuring the replacement New NHSnet Network - N3.

2.17.6 Provide Prescription Service

This procurement is not directly affected by the above initiative.  The PPA, as part of
the core team responsible for taking forward the provision of an electronic
prescription service will ensure that any indirect implications are managed. The PPA
already provides those elements that cover the remuneration, reimbursement of NHS
prescriptions as well as providing the prescribing and financial information services
referred to earlier in this document.
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3. ECONOMIC CASE

3.1 Options Appraisal

Two options have been considered:

l Do nothing

l Procure new processing capability.

3.2 Process for Assessing Options

In order to choose the most efficient, effective and economically advantageous option
the PPA has used the following decision algorithm:

l Assess each option (do nothing versus new processors) against a range of
qualitative criteria – Sections 3.3 and 3.4;

l Assess the potential procurement routes available (NHS Purchasing and
Supplies Agency framework agreement versus OJEC) – Section 3.5;

l Assess technical deliverability of available systems – Section 3.6;
l Qualitatively assess merits of different purchase options – Section 3.6;
l Quantitatively assess costs of different purchase options – Section 3.7.

3.3 Summary of Qualitative Option Appraisal

The table below summarises the outcome of the detailed assessment for both
options. The detailed assessment is contained in section 3.4.

Option
Criterion Do Nothing New Processors

Prescription processing X ü
PDIS X ü
Growth in Prescriptions X ü
Ministerial Initiatives X ü
Down Time X X
Short Term Cost ü X
Long Term Cost X ü
Changes to Infrastructure ü ü

The preferred option is the new processors as it gains a positive response to the
majority of the selection criteria.

3.4 Detailed Option Appraisal

3.4.1 Option 1 – Do nothing – keep existing processor

Keep the existing processor, which is obsolete and unable to process future
workloads or support current and future ministerial initiatives.
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This option requires an acceptance that the operating software will be unsupportable
after April 2003 which will have implications on the quality of service provided by the
PPA to the NHS.   With supported software, operating system failures have a quick
response time from the software manufacture, however this is not the case for
unsupported software.

There will have to be an acceptance that the processor is obsolete and spare parts
will be difficult to source.  There has already been difficulty in finding spare parts
when the machine had a major failure, fortunately this delay did not materially affect
the services provided to the NHS.

The implications of this option have a direct effect on the PPA’s
prescribing/dispensing and financial information services.  This in turn has a direct
impact on the ability of DH, StHAs, PCTs and GPs to manage the prescribing
element of their unified budget.  Their services rely on the processor being available.
It also has implications for paying contractors for dispensing NHS prescriptions.  The
master information for calculating payments to dispensing contractors is held on this
mainframe.

The DH would have to accept that the PPA could not change its systems to satisfy
the current and future ministerial initiatives.

3.4.1.1 Prescription Processing

To achieve the payment targets, the PPA processes approximately 2 to 3 million
prescriptions per day.   If the process is delayed it will take a significant amount of
time to catch up with any backlog.  The service is finely balanced between resources
and timescales.  The consequence of a delay would be a requirement for 100%
advance payments to dispensing contractors and it could take many months to catch
up on the normal payments, once a solution has been implemented.  These systems
must receive daily copies of the master files held on the information processor.

3.4.1.2 Prescribing and Dispensing Information Services

Failure of the information processor would stop all information services to the DH and
NHS and have the subsequent impact on the management of prescribing costs and
the drugs bill.

If the NHS bodies who have a responsibility to manage the drugs bill do not have
accurate information on which to make decisions this may lead to uncontrolled
increases in expenditure. This has been in evidence in the past e.g. the imperative
for the development of the PPA information systems was to impose control on the
prescribing of drugs within primary care.

In addition, PCTs may fail to meet National Strategic Framework targets because
they would lack the appropriate information for planning and monitoring.

3.4.1.3 Growth in Prescriptions

The PPA will not to be able to process the increased growth in prescriptions in a
timely manner.
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3.4.1.4 Ministerial Initiatives

The PPA will not to be able to change systems to meet ministerial policy initiatives.

3.4.1.5 Down Time

The Authority will be exposed to significant down time when the system fails if spares
and maintenance are not readily available.

3.4.1.6 Cost

No expenditure in the short-term however in the long-term downtime would require
significant expenditure in terms of either expensive “work around” solutions and/or
ultimate replacement.

3.4.1.7 Changes in Infrastructure

No significant changes required to the existing infrastructure.

3.4.2 Option 2 – Replace existing processor

Procure a replacement processor that will enable the continued support and
development of prescribing, dispensing and financial information services for the
NHS.  Procure a replacement processor that will process the projected increase in
prescription volume growth over the next five years.

3.4.2.1 Prescription Processing

The timeliness of this service would continue.

3.4.2.2 Prescribing and Dispensing Information Services

All information systems would continue as present. There will be no loss in service to
the PPA’s customers for remuneration, PACT reports, IPS statements, PCA reports,
PMD reports, ePACT.net service, ad hoc queries and Parliamentary questions.

3.4.2.3 Growth in Prescriptions

The PPA will be able to process the increased growth in prescriptions in a timely
manner.

3.4.2.4 Ministerial Initiatives

The PPA will be able to change systems to meet ministerial policy initiatives.

3.4.2.5 Down Time

The maintenance arrangements, which would be put in place as part of a processor
replacement, would ensure that down time was kept to a minimum through the life of
the hardware.
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3.4.2.6 Cost

Investment is required in the short-term. However, the ongoing revenue costs of
operating the system, whilst higher than the current baseline, will still be considerably
lower than the costs of sustaining the existing hardware. In truth, the increase in
revenue costs reflects current and future prescription growth trends and is not
caused by the procurement per se. The costs will also be incurred under the “do
nothing” option.

3.4.2.7 Changes in Infrastructure

No significant changes required to the existing infrastructure.

3.5 Procurement Options

Two procurement methodologies have been considered for this project:

l Tendered competition via OJEC advert;
l Framework agreement under NHS Purchasing and Supplies Agency

guidance.

3.6 Summary of Procurement Methodology Appraisal

The table summarises the outcome of the detailed assessment for both options. The
detailed assessment is contained in section 3.8.

Option
Criterion OJEC NHS Purchasing and

Supplies Agency

VFM ü ü
Procurement Cost X ü
Timeliness of solution X ü
Risk X ü

Clearly the NHS Purchasing and Supplies Agency route offers the best solution to
take forward.

Two suppliers under the framework agreement list of approved suppliers were
capable of supplying an acceptable solution for the project – Sun and IBM.

The technical implications of the two differing architectures – UNIX for Sun and
mainframe for IBM – are examined in Section 3.8. The conclusion of this technical
appraisal was that the only feasible option from a technical standpoint was to procure
an IBM replacement processor.
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3.7 Detailed Appraisal of Procurement Methodology

3.7.1 Tendered competition via OJEC advert

Clearly the public tender route is likely to provide genuinely competitive prices,
provided there are sufficient suppliers who have an interest in the project. For the
purposes of this analysis this has been assumed to be the case, and the
methodology is assumed to deliver a VFM solution.

The potential procurement cost is significantly higher for the PPA, as it will have to
negotiate with at least two bidders to drive the best VFM out of their offers. The
preparation of the OJEC notice and the tender documentation also has an additional
costs associated with it.

It is unlikely that the Authority will be in a position to make a decision in advance of
the support to the existing system ceasing. This delay will impact on the
implementation phase of the project and expose the Authority to further risk.

The risks associated with this methodology are high. Only one supplier can produce
a solution that integrates with the existing software and peripherals that the Authority
uses. Any other supplier would have to significantly alter the whole IT infrastructure
with the Authority consequently exposed to significant risks during the change
process.

3.7.2 NHS Purchasing and Supplies Agency Framework agreement

The NHS Purchasing and Supplies Agency has negotiated the framework agreement
process as a methodology that allows VFM to be delivered to individual NHS bodies
without the prolonged negotiations that accompany a bespoke contract between
supplier and purchaser.

The assumption therefore, is that it is acceptable for the PPA to use the framework
agreement negotiated by NHS Purchasing and Supplies Agency, and to assume that:

l It delivers a VFM solution;
l Procurement costs are kept to a minimum;
l The procurement timetable is minimised in length;
l There is inherently less risk than negotiating a totally bespoke agreement.

Two suppliers under the framework agreement list of approved suppliers were
capable of supplying an acceptable solution for the project – Sun and IBM. The
technical differences of the two solutions – Sun has a UNIX based product, IBM a
mainframe – are examined in Section 3.8.

3.7.3 Legal Status of Procurement Route

The PPA believes that all legal requirements have been satisfied. The Framework
Agreement established by NHS Purchasing and Supply Agency (PURCHASING
AND SUPPLIES AGENCY) and the new trading arm within the Office of Government
Commerce, has established a revised GCat arrangement that enable customers to
place orders for IT products and services. This procedure ensures compliance with
EC procurement legislation. The PPA has been working in close collaboration with
NHS Purchasing and Supplies Agency in the compilation of an Output Based
Specification concerning the processor replacement for subsequent issue under the
revised GCat arrangement.
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3.8 Technical Options

Detailed technical discussions were undertaken with a number of technology
providers to establish the appropriate technology that could be used to satisfy the
business and technical requirements. The three technical architectures considered
was Windows, UNIX and mainframes.

The discussions confirmed that there is no example of a successful implementation
of a system based on Windows with the size and complexity of the PPA.  The PPA
systems support a 1.5 billion record prescribing database and process 51 million
records per month.  This technology is therefore not suitable.

Discussions with UNIX system vendors have identified that they cannot provide the
new processors which will integrate with the existing infrastructure and systems.
There will need to be significant changes to the existing IT infrastructure and existing
applications.  It would mean dispensing with computer equipment which has not
reached the end of its asset life.

To function within a UNIX environment would require a complete re-write of these
applications of a timescale approximately 3 to 4 years, costing in excess of some £5
million.  During this period the PPA would be unable to enhance its systems to cope
with changes arising from the ministerial initiatives identified earlier.

Within the current mainframe marketplace, only IBM are capable of the supply of new
mainframes plus their associated support to both new and existing customers. Only
IBM can offer a “road-map” into the future as to their strategy concerning mainframe
class systems. As in all of their mainframe class systems, IBM will continue to
support upgrades, maintenance and operating system software on these machines
for many years. IBM possesses a large market penetration for these systems as IBM
mainframes are in widespread use in Government and Health organisations around
the world. Outsourcing companies providing services to the British Government also
uses them. IBM is working with EDS as its technology partner to provide mainframe
class systems to the DSS. Consignia(formerly The Post Office) uses IBM mainframes
to support their database systems, NATS uses IBM mainframes to control civilian air
traffic and HMLR is reliant on IBM mainframes for land registration/mapping.

Discussion with IBM identified that they can provide a replacement processor that
can satisfy the business and technical requirements within 3 to 4 months.  This would
be based on their latest technology specially designed for large transaction
processing and supporting large databases. This machine would support all existing
hardware, run the existing services with no disruption to NHS users of those services
and have the extra capacity to cope with the increased volume of prescriptions over
the next five years.

There is also a significant demand on PPA IT resource to service the various DH
policy initiatives.  Purchasing a compatible processor limits the impact on the PPA IT
resources.  PPA’s existing bespoke application software can transfer to the new IBM
machine requiring the least amount of tailoring and testing.

Conclusion

Proceeding with IBM replacement processor is the only feasible technical option that
satisfies the business and technical requirements.
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3.9 Qualitative Purchase Options Appraisal

Four procurement options have been considered:

l Option 1 – Purchase a replacement information processor
l Option 2 – Lease the information processor
l Option 3 – Lease the information processor hardware and software
l Option 4 – Private Finance Initiative

Under Option1 there are two alternative purchase options. The Authority can make
an upfront payment for the hardware, and pay per annum for the maintenance or
make an upfront payment for the hardware and maintenance combined, thereby
avoiding any annual maintenance costs for the first five years. After the fifth year
maintenance costs are incurred at the normal cost per annum.

The second option demonstrates better Value For Money and has been used as the
basis for Option 1.

3.9.1 Option 1 – Purchase a replacement information processor

Purchase a replacement information processor to host the Authority’s current and
future information systems applications and enterprise data.

3.9.1.1 Procurement Procedure

Under GATT procurement rules, the process has already commenced.  No other
supplier can provide a compatible system, which integrates, with both the hardware
and software infrastructure.

3.9.1.2 Assumptions

Final OBC approval from the DoH by end of October 2002.

Final FBC approval by the end of December 2002.

3.9.1.3 Benefits

Least risky option, provides processing power to meet changing requirements.

Existing applications would run on replacement processor.

Tried and proven solution, the technology has been tested by the PPA.

The hardware costs are known in advance.

Supplier can guarantee a fast delivery to meet the business needs.

Meets all the DH objectives listed under Section 2.1.

3.9.1.4 Disadvantages
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Only one supplier and therefore need to ensure value for money.

3.9.2 Option 2 – Lease the information processor

Instead of outright purchasing a third party could be used to finance the leasing of the
processor. The PPA pays the software charges directly to the software supplier and
manages all communications concerning software upgrades, relevance of changes,
software patches, fixes etc. plus any subsequent software implementations.

3.9.2.1 Procurement Procedure

Use the GCAT framework to procure the service.

3.9.2.2 Assumptions

Agreement to proceed by end of September 2002.

3.9.2.3 Benefits

Reduced capital outlay.

3.9.2.4 Disadvantages

Leasing equipment for a substantial period is more expensive over the life of the
asset.

Complex contract negotiations could prevent achievement of the timescale required.

Extra revenue will be required for the next 7 years above that required to cope with
the increased volume of prescriptions to be processed.

3.9.3 Option 3 – Lease the information processor hardware and
software

Instead of outright purchasing a third party could be used to finance the leasing of the
processor and the associated proprietary software. The software would be leased
from a third party and hence the PPA would incur an additional charge for the third
party involvement concerning the supply, management and implementation of
upgrades etc. The PPA would still have to provide the necessary resources and skills
to enable these activities.

3.9.3.1 Procurement Procedure

Use the GCAT framework to procure the service.

3.9.3.2 Assumptions

Agreement to proceed by end of September 2002.

3.9.3.3 Benefits
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Reduced capital outlay.

3.9.3.4 Disadvantages

Leasing equipment for a substantial period is more expensive over the life of the
asset.

Complex contract negotiations could prevent achievement of the timescale required.
Further negotiation on software deals will add another layer of complexity above the
hardware leasing option.

Extra revenue will be required for the next 7 years above that required to cope with
the increased volume of prescriptions to be processed.

3.9.4 Option 4 – Private Finance Initiative

Use of PFI to provide a solution to this issue is considered inappropriate as the
capital value is too small to justify the full costs of such an exercise.  To ensure
sufficient interest and competition it would be necessary to consider a far larger
procurement that included other IT resources and services.  This would involve the
write off of, or sale of assets up to £20million depending upon the type of
arrangement which was eventually reached.  The procurement timescale would be at
least 18 months, which would not solve the immediate problem as the operational
risks of the current processor increase substantially after April 2003.

3.9.4.1 Procurement Procedure

Through the European Journal, using the negotiated procedure.

3.9.4.2 Assumptions

Agreement to proceed by end of September 2002.

3.9.4.3 Benefits

No capital outlay required this year.

3.9.4.4 Disadvantages

Unable to guarantee to process future workloads or support current and future
ministerial initiatives for a minimum of two years.  There will have to be an
acceptance that the processor is obsolete and spare parts will be difficult to source.

The current state of the IT market suggests that there would be insufficient interest in
providing a PFI solution for only a small part of the IT infrastructure.

All the disadvantages of the two leasing options prevail with the added disadvantage
that the timescale for a PFI arrangement is considerably longer.

There could be a deterioration in the PPA’s prescribing/dispensing and financial
information services which will impact on the ability of  DH, StHAs, PCTs and GPs to
manage the prescribing element of their unified budget. It also has implications for
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paying contractors for dispensing NHS prescriptions.  The master information for
calculating payments to dispensing contractors is held on this mainframe.

The PPA cannot change its systems to satisfy the current and future ministerial
initiatives.

3.9.4.5 Future Consideration

Within the next 5 years the PPA will be evaluating all its systems with a view to
increasing the efficiency of its operation.  This will give the opportunity for a full scale
review of the method of delivery.  The re-engineering project is underway and will
need to incorporate the requirements that emerge from the ETP project.  This will be
the opportunity to look at a PFI deal providing a total Data Processing service as the
current operation could change significantly.

3.10 Quantitative Analysis of Options

The purpose of the economic appraisal is to rank the Options, in terms of their
relative Value For Money (VFM). The VFM is measured by the Net Present Value
(NPV) of the scheme, or for projects with different life spans, by the Equivalent
Annual Cost (EAC). The EAC is calculated by dividing the NPV by the cumulative
discount factor, for the relevant period of time.

All relevant actual cashflows are taken into account and consequently indirect taxes
such as VAT and non-cash financial items such as capital charges are excluded. The
time-value of money is taken into account by the use of an appropriate discount rate.
For real cashflows this discount rate is 6%.

In any one year the discount factor to be applied is given by the following formula:

DFn  =  1 / ( 1 + r )n

Where;

DFn  is the Discount Factor for year n

r is the appropriate discount rate (in this case 6%)

n is the year

A detailed risk analysis has been undertaken for each of the options, and the each
risk valued. The details of the risk analysis are contained within section The option
that has the lowest NPV and/or EAC is deemed to deliver the best Value For Money.

The evaluation has been carried out in accordance with the Capital Investment
Manual IM&T guidance, HM Treasury’s “Appraisal and Evaluation in Central
Government” (“The Green Book”), and the IM&T Business Case Guidance – the five
case model dated June 2002.

The costing methodology has been developed with the involvement at all stages of
our advisers and where appropriate, employees and advisers have worked together
to quantify the financial effects of the options being modelled.

Four options have been considered (see section 3.9):
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l Option 1 - Purchase a replacement information processor;
l Option 2 - Lease the information processor;
l Option 3 - Lease the information processor hardware and software;
l Option 4 - PFI.

For reasons stated in section 3.9.4 the PFI option has not been costed.

The table below summarises the outcome of the economic appraisal. The base
discounted cashflows have been adjusted for risk, which is dealt with in Section 3.11.

Option 1
Purchase

Option 2
Lease hardware

Option 3
Lease hardware

and software
£’000 £’000 £’000

Net Present Cost 8,726 9,184 9,472

Risk retained 473 485 476

Risk Adjusted Net
Present Cost

9,199 9,670 9,948

Rank 1 2 3

A detailed economic analysis for options 1, 2, and 3 is shown in Appendix IV.

Option 1 clearly shows the lowest risk adjusted NPC and is therefore the preferred
option on the grounds of best VFM.

3.11 Risks and Assumptions

The objective of performing a risk analysis is to enable a more complete assessment
of the total relevant cost of the options under consideration and it is used within the
Economic Analysis to show which option demonstrates the best Value For Money.

Our treatment of risk is based on the PFI guidance standard risk register for IM&T.
This guidance splits the project risks into five broad categories and these categories
are subdivided into individual risks. The five categories are:

l Design Risks
l Development Risks
l Implementation Risks
l Operating Costs Risks
l Termination Risks

For each risk an expected value was derived based on a three-point analysis and an
assessment was made of the likely proportion that would be retained under each of
the options. The expected values were extrapolated over the period to which they
pertained and discounted at 6% (refer to Section 3.10 for a description of discounting
technique) to derive Net Present Costs (NPCs).

The totality of relevant risk associated with the project was quantified, not just the
risks which differentiated between the options. The total quantum of risk is high
compared to the direct costs of the project, as it reflects the potential impact of
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uncertainty on the entire operations of the PPA, but the amount of risk transferred by
the alternative purchase options is consistent with the level of investment.

A high level qualitative assessment of risk was also performed as a reasonableness
check for the quantified evaluation. The outcome of this is summarised in section
3.11.2.

The risk quantification group consisted of the Director of Finance, Deputy Director of
Finance and Data Centre Manager. The process was iterative, involving initial
brainstorming sessions, and subsequent revisiting of the risk matrix as the scheme
parameters developed.

3.12 Quantitative assessment of risk

The table summarises the outcome of the quantitative risk analysis. The detailed risk
valuation matrix is included as Appendix XI.

Option
Purchase Lease Hardware Lease Both

Category NPC £’000 NPC £’000 NPC £’000

Design 0.0 0.0 0.0
Development 184.5 187.5 184.5
Implementation 153.9 159.3 155.8
Operating Cost 133.2 137.5 135.3
Termination 1.0 1.0 0.5

Total Retained 472.6 485.3 476.1

The differential risk transfer between the options reinforces the VFM position of the
preferred option

3.13 Qualitative assessment of risk

Each hardware option has been further considered in conjunction with the activities
required to achieve the business targets and to establish the level of risk to the ability
to deliver for each option.

The option, which has the least impact and the lowest risk, is the purchase of a
replacement processor. This can be carried out with limited impact and once
completed all resources can be concentrated on developing the existing systems.
There is very little time in which to have the replacement processor in place before
the current support runs out.

The second best option is to lease a replacement processor.  This will involve little
development work at the PPA but will increase the level of complexity for the
contractual negotiations.

The third option of leasing both the required processor and the software introduces
further risks regarding software compatibility and licence issues, which will lengthen
and increase the complexity of the contract negotiations. It is questioned whether this
option can meet the required timescale.
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The fourth option, PFI, is rejected on timescales, increased risk and cost.  For this
option to be attractive to private companies an expanded scope of service would
need to be undertaken. This would significantly increase the timescale, risks and
effort required. Moving any responsibility to a third party would require significant
effort to ensure both the contractual requirements and the final end products met the
business needs. In additional to incurring substantial additional procurement costs it
would divert PPA staff from delivering other DH high priority activities.

3.14 Project Risk Assessment

Appendix VI is a standard project risk assessment protocol that identifies areas that
need special attention.

Appendix VII outlines the various PPA project activities required and the approximate
time in which they have to be completed.  The total elapsed time is 8 weeks by which
the PPA requires agreement to proceed.  The project is a low risk project for those
elements outside the control of the PPA.  The PPA has a successful history of
managing projects of this nature.

3.15 Costs and Benefits

The benefits are those described in Section 2.7, Objectives of Investment.  In
summary the major benefit will be the ability to continue to pay 12,500 dispensing
contractors and provide information on 11,000 practice budgets and hence a £6
billion drugs bill.

As this is an infrastructure project to replace a written-down and obsolete piece of IT
kit with a larger capacity processor there is no cash releasing benefit from the
investment.  The operating costs of the processor are similar to the existing
equipment.  Whilst there is potential for improved systems management with the new
software that is required, there are no financial but non-cash releasing benefits.

One of the major benefits of this investment is the avoidance of the costs of
maintaining obsolete equipment.  As spares and the technical knowledge supporting
these processors diminish then it is expected that the costs of sourcing spares etc. in
future years will rise above that expected for equipment that is in current production.
This increase is difficult to predict as it depends on the supply of spares and the
technical knowledge available at any point in time around the world.  The risk that
sourcing such spares becomes impossible will increase over the years.

There will be a point at which the Authority will be unable to effect appropriate repairs
following a failure of the obsolete equipment.  This will lead to delays in processing,
as a workaround is developed, with significant expenditure being incurred in order to
catch up any backlog.  Operationally it costs around £50 to process an additional
1000 prescriptions and therefore a backlog of 1 months work would cost an
additional £2.5 million in operating costs.

Delivery of the benefits from this investment are governed by the PPA Business Plan
and the targets contained therein.  Targets are set to process the expected
prescription volumes within agreed timescales and therefore this forms the basis of
the benefits realisation plan.  Further benefits are encapsulated in the ability to
deliver on the following policy initiatives:

l Pharmacy in the Future:
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§ Repeat Dispensing
§ Local Pharmaceutical Services
§ Pharmaceutical National Contract
§ E-Pharmacy and Remote Pharmaceutical services
§ Extended Prescribing rights
§ Gluten-free food
§ Generic Medicines supply
§ Oxygen services review
§ Medicines movement POM to P
§ Revised medicines licensing system
§ Provision for disease modifying therapies for MS

l Delivering 21st Century IT Support for the NHS
l Information for Health
l Delivering the NHS Plan
l Freedom of Information
l Modernising Government
l E-Government

The total life costs are shown in Appendix IV and range from £10.5 million to £11.5
million depending on the acquisition method.  This needs to be seen in context of an
IT fixed assets gross replacement cost in excess of £29 million and net payments by
the PPA to contractors in excess of £4.7 billion per annum.

Project Management Costs have been included as part of the Installation and
Procurement Costs

It has been stated that the introduction of prescribing information, in the late 1980s,
led to savings of at least £84 million per annum in the drugs budget.  This investment
will ensure that detailed prescribing cost information continues to be made available
to Strategic Health Authorities, Primary Care Trusts and GPs to maintain the
downward pressure on drugs expenditure.

3.16 Evaluation Criteria

3.16.1 Success Criteria

The success of the changes to the PPA systems will be judged by the provision of
the information in the required form. For the electronic prescribing and financial
information services, success will be judged by the ability of the users to use the
systems in accordance with the Authority’s published timescales.

3.16.2 Formal Review Vs Objectives

At the end of the project the Project Board will, in accordance with normal PPA
practice, carry out a post implementation review to confirm that all defined objectives
have been met and any lessons that can be learnt.

3.17 Sensitivity Analysis
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Risk transfer is not a determining factor in the economic appraisal. The rank of the
options is the same for unadjusted NPVs as it is for risk adjusted NPVs. Risk
adjustment makes the VFM gap larger not smaller, so there is no meaningful
switching point for risk.

The main factor that differentiates between the preferred option and the two other
options is the cost of up-front purchase and maintenance of the hardware versus the
cost of leasing the hardware and paying for maintenance separately. The cost of the
lease premium i.e. lessors margin, has been estimated at 15% of the basic cost. If
this premium is reduced to 0% i.e. the most extreme change possible, the rank of the
options does not change. The risk adjusted VFM gap is narrowed, but the selection
of the preferred option does not change. The economic decision is therefore not
sensitive to changes in the leasing premium.

There are no other significant differences between the costs of the options, which do
not affect all options equally.
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4. FINANCIAL CASE

Due to commercial confidences the detailed costs have been removed

4.1 Current Costs

Appendix III shows the current expenditure on the items to be replaced or upgraded.
The current costs of running the existing processors are marginally in excess of
£1million per annum plus capital charges of £136k. This includes £958k for software
licences that are based on the number of users or the size of the processors.
Upgrading the processors will increase the licensing and maintenance costs.

4.2 Future Costs

There are two alternative purchase options. The Authority can make an upfront
payment for the hardware, and pay per annum for the maintenance or make an
upfront payment for the hardware and maintenance combined, thereby avoiding any
annual maintenance costs for the first five years. After the fifth year maintenance
costs are incurred at the normal cost.

On the option of outright purchase this is more advantageous than an annual
maintenance contract and has been used in the option appraisal in Appendix IV.  It is
expected that this preferential price is only available with the outright purchase option
and therefore the leasing costs in Appendix IV use the original maintenance cost.

There is a 33% increase in the capacity of the new processors compared with the
existing installation.  This increase in the processor power is required to process the
forecast growth in prescription workload.

Newer versions of the system management software are required to support the
upgraded processors.  Current negotiations show that this would be mainly on 4
items of software.  There would also be an annual license fee (as now) associated
with this investment.

Appendix IV shows the cash flow effect of different methods of acquisition.  In view of
the complexity and the integration required, from a DCF viewpoint there is less than
5% difference between the options, with outright purchase being the cheapest.  The
required solution does not allow a third party to utilise any ‘spare capacity’ to offset
their costs. Therefore in any leasing deal they have to charge the full cost and
interest charges totally to the PPA.

Multiple ownership of assets increase the support costs for both the PPA and the
leasing company which will arise when there are technical issues to resolve.
Previous experience has shown that significant effort has to be spent in proving
which company is responsible for fixing a problem when there are multiple
companies involved. This is due to the complexity of the integration of this hardware
along with existing PPA owned hardware.  Installation and procurement costs are
higher for the leasing options to reflect this issue.

Capital charges on the current processors are forecast at £136k for this financial
year. The current processor is at the end of its asset life, so no capital charges would
be incurred in future years.  As a result, there is no loss to be charged to the
Operating Cost Statement if they are replaced.
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Outright purchase of the processors and software would have a combined capital
charge in year 1 of £267k, giving a maximum total charge to the Operating Cost
Statement of £1,581k which compares to the current cost of £1,145k.  A funding bid
has been made to the policy branch for the additional cost. The capital cost can be
met within this year’s allocation of £2million.  This information is shown in Appendix
V.

4.3 Effect on resource and cash limits

The table below shows the additional effect of this investment on the Authority’s
resource limit.  A provision will have to be identified to meet this charge in future
years.

Current
Operating

Costs

Revised
Operating

Costs

Increase

£'000 £'000 £'000
System Software
Hardware maintenance
System Management Software
maintenance

Commercial in confidence

Depreciation 128 200 72
Capital Charge Interest 8 67 59
Total 1,145 1,581 436

Notes
1.  Revised Operating Costs are based on 2003/04 outright purchase option
with 5 year maintenance deal
2.  Capital charge interest for current costs is based on the charge in 2002/03

The charge to the cash limit in 2002/03 will be £1.7 million (for which a capital
allocation has been agreed), and additional revenue costs of a minimum of £436,000
per annum in 2003/04.  The capital resource limit in 2002/03 is sufficient to meet the
cost.  However additional revenue resource limit will be required in future years and a
bid will be made as part of the annual spending review process.

4.4 Tax Treatment of the Procurement

Non recoverable VAT has been included in the price of the purchases.  In line with
previous purchases of this nature VAT on hardware is not recoverable whereas VAT
on maintenance is recoverable as it is deemed a contracted out service. VAT on
maintenance contracts is recoverable under List 2 of the Treasury Direction dated
17th August 2000 as published in the London Gazette dated 15 September 2000.



30

5. COMMERCIAL CASE

5.1 Procurement Route

5.1.1 Tendered competition via OJEC advert

Clearly the public tender route is likely to provide genuinely competitive prices,
provided there are sufficient suppliers who have an interest in the project. For the
purposes of this analysis this has been assumed to be the case, and the
methodology is assumed to deliver a VFM solution.

The potential procurement cost is significantly higher for the PPA, as it will have to
negotiate with at least two bidders to drive the best VFM out of their offers. The
preparation of the OJEC notice and the tender documentation also has an additional
costs associated with it.

It is unlikely that the Authority will be in a position to make a decision in advance of
the support to the existing system ceasing. This delay will impact on the
implementation phase of the project and expose the Authority to further risk.

The risks associated with this methodology are high. Only one supplier can produce
a solution that integrates with the existing software and peripherals that the Authority
uses. Any other supplier would have to significantly alter the whole IT infrastructure
with the Authority consequently exposed to significant risks during the change
process.

5.1.2 NHS Purchasing and Supplies Agency Framework agreement

The NHS Purchasing and Supplies Agency has negotiated the framework agreement
process as a methodology that allows VFM to be delivered to individual NHS bodies
without the prolonged negotiations that accompany a bespoke contract between
supplier and purchaser.

The assumption therefore, is that it is acceptable for the PPA to use the framework
agreement negotiated by NHS Purchasing and Supplies Agency, and to assume that:

l It delivers a VFM solution;
l Procurement costs are kept to a minimum;
l The procurement timetable is minimised in length;
l There is inherently less risk than negotiating a totally bespoke agreement.

Two suppliers under the framework agreement list of approved suppliers were
capable of supplying an acceptable solution for the project – Sun and IBM. The
technical differences of the two solutions – Sun has a UNIX based product, IBM a
mainframe – are examined in Section 3.9

5.2 Legal Status of Procurement Route
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The PPA believes that all legal requirements have been satisfied. A Framework
Agreement established by NHS Purchasing and Supply Agency and the new trading
arm within the Office of Government Commerce, has established a revised GCat
arrangement that enable customers to place orders for IT products and services. This
procedure ensures compliance with EC procurement legislation. The PPA has been
working in close collaboration with NHS Purchasing and Supplies Agency in the
compilation of an Output Based Specification concerning the processor replacement
for subsequent issue under the revised GCat arrangement.

5.3 Private Finance Initiative

Use of PFI to provide a solution to this issue is considered inappropriate, as the
capital value is too small to justify the full costs of such an exercise.  To ensure
sufficient interest and competition it would be necessary to consider a far larger
procurement that included other IT resources and services.  This would involve the
write off of, or sale of assets up to £20million depending upon the type of
arrangement which was eventually reached.  The procurement timescale would be at
least 18 months, which would not solve the immediate problem as the operational
risks of the current processor increase substantially after April 2003.

5.4 Form of Contract

The contract has been developed by working in close collaboration with NHS
Purchasing and Supplies Agency and uses their standard contract formats
comprising SYSCON (Supply Of System) and SSCON (Support Services). The
standard formats for these contracts are available on the NHS PASA website:

www.pasa.doh.gov.uk/purchasing/termsconditions/

Appendix IX contains the amendments to the standard contracts required for project
specific reasons, along with the Schedules to the agreements.

5.5 Contract Summaries

5.5.1 Supply of System (SYSCON)

5.5.1.1 Contractors Obligations

l To provide the specified system (Schedule B), operating to specified
performance criteria (Schedule A), in accordance with timetable (Schedule E)

l Extensions of time may be granted for delays due to Authority’s actions or
omissions

5.5.1.2 Acceptance

l There is a pre-specified set of criteria to be fulfilled before acceptance is
agreed

l If a component fails acceptance, the contractor has the opportunity to remedy
and re-test

l If component continues to fail then Authority can
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l Grant further time to remedy
l Retain some or all of system and pay a revised fee
l Terminate the contract (for material failures)
l Acceptance Completion Date triggers payment

5.5.1.3 Payment

l Payment of £1,118,000 ex. VAT for hardware and 5 years maintenance
l Payment due after Acceptance Completion Date
l Payment required within 30 days of receipt of valid invoice

5.5.1.4 Variations

l Both sides can instigate changes
l There is a fixed Change Control Procedure
l The contract and payments under it are amended as necessary

5.5.2 Supply of Support Services (SSCON)

5.5.2.1 Contractors Obligations

l To provide hardware maintenance cover for the system (preventative and
remedial)

l Contract term 5 years
l Cover is 24 hour
l Response times are defined by problem severity

5.5.2.2 Performance

l The contractor has target response times
l The contractor does not have service level specifications and deductions

cannot be made for poor performance
l In extreme cases of poor performance the Authority has the right to terminate

the contract

5.5.2.3 Payment

l Payment included in £1,118,000 ex. VAT (refer to SYSCON contract
summary)

l Payment due after Acceptance Completion Date
l Payment required within 30 days of receipt of valid invoice

5.5.2.4 Variations

l Both sides can instigate changes
l There is a fixed Change Control Procedure
l The contract and payments under it are amended as necessary
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5.6 Preferred Supplier

The proposed contract is direct with IBM, who is a GCat Prime Contractor operating
within the GCat Contract Structure.  Their proposed solution uses a company called
Thesaurus Computer Services as a partner and sub-contractor. IBM is a large
multinational employing over 320,000 professionals world-wide. 2001 revenues were
$85.9 billion with assets over $88.3 billion. There are more than 1,500 mainframe
class systems installed world-wide and more than 80 installed in the UK.
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6. MANAGEMENT CASE

6.1 Project Assurance

6.1.1 Cost/Time Overrun

The costs are based on the requirement to provide the existing service in the same
format.  The PPA has successfully managed procurements within budget and time.
The project will be managed using PRINCE with strict deliverables to ensure that
additional requirements are not allowed to impact on cost and time.  The major risk is
the date by which agreement to proceed is given.

6.1.2 Supplier Reliability

IBM, the proposed supplier for the necessary hardware upgrade has proved to be
efficient and effective at delivering equipment.  The PPA is a strategic partner and
IBM have always met their obligations to the PPA.

6.1.3 Delivery of Products

The PPA has a proven track record of delivering quality products on time and within
budget.  The PPA has already benchmarked the proposed solution to ensure that the
proposed central processor is capable of processing the projected workload.

6.1.4 Delivery of Benefits

Section 4 clearly demonstrates that if the processor is not replaced, dispensing
contractors may not be paid on time and prescribing information may not be
available.  Government initiatives may be severely affected.

6.1.5 Availability of Skills/Readiness/Culture

The PPA has a proven flexible IT department and workforce.  They have continually
responded to ministerial and DH requirements, delivering major system changes in
agreed time periods.

6.1.6 Contingency Plans

The only contingency plan that can be undertaken is to restate and continue with the
existing processors, however as stated earlier, this has high levels of risk attached.

6.2 Contract Management Arrangements

Where the Authority or the Contractor, during the implementation of the Contract, see
the need for "change" to the functions or performance of the System, the environment in
which the System is to be implemented or the Tasks which enable implementation of
the System, or to any details of the Contract, the Authority can at any time request, and
the Contractor can at any time recommend, such change and propose an amendment
to the Contract in accordance with a formal Change Control Procedure (CCP).

Neither the Authority nor the Contractor will unreasonably withhold its agreement to any
change.
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Unless the Authority and the Contractor otherwise agree in writing there will be no
presumption that the obligations undertaken by either party in connection with the
Contract are in any way changed until an amendment to the Contract has been effected
in accordance with the CCP.

No amendments to the Contract will be valid unless they have been agreed in writing on
behalf of the Authority and the Contractor by or on behalf of their respective Authorised
Officers.

The Authority and the Contractor will discuss changes proposed by either party and
such discussion will result in:

l agreement not to proceed further; or

l in a written request for a change by the Authority; or

l a recommendation for a change by the Contractor.

 Where a written request for change is received from the Authority, the Contractor will,
unless otherwise agreed, submit a Change Control Note (CCN) to the Authority within a
reasonable time, (agreed between the parties at the time).

A recommendation for a change by the Contractor will be submitted as a CCN direct to
the Authority at the same time as such recommendation.

Each CCN will contain:

l the title of the change;

l the originator and the date of the request or recommendation for the change;

l the reason for the change;

l full details of the change including any specifications and user facilities;

l the price, if any, of the change;

l a schedule of payments, if appropriate;

l the impact, if any, of the change on other aspects of the Contract;

l the date of expiry of the CCN;

l provision for signature by the Authority and the Contractor.

l  For each CCN submitted the Authority will, within the period of validity of the
CCN:

l allocate a sequential number to the CCN;

l evaluate the CCN and as appropriate either:
l request further information; or
l approve the CCN; or
l notify the Contractor of rejection of the CCN;



36

l arrange for two (2) copies of an approved CCN to be signed on behalf of the
Authority and the Contractor, one copy signed by both parties to be provided to
the Contractor, the other copy to be retained by the Authority.

 Receipt by the Contractor of a copy of any CCN signed by both the Authority and the
Contractor will advise the Contractor of the acceptance of such CCN and will constitute
a formal amendment to the Contract.

Submission of Partially Complete CCN

In the event that, having received a written request for a change from the Authority and
the requested change is for a variation of the System, the Contractor cannot complete a
CCN without information obtained from further investigations into the viability of such
variation or from testing its impact on the System and/or without incurring significance
costs in obtaining such information, it may submit a partially complete CCN.

A partially complete CCN will contain, as far as it is available, the information specified
above and, in addition, the Contractor will submit details of such investigations and
testing as may be required to obtain information necessary to complete the CCN with
the costs, if any.

For each partially complete CCN submitted to it, the Authority will, within a  period
agreed at the time:

l allocate a sequential number to the CCN; and

l evaluate the CCN and as appropriate either:

l request further information or modification of details of the CCN or any
other information submitted; or

l give approval for the Contractor to complete the CCN by undertaking the
investigation and/or testing specified in relation to it; or

l notify the Contractor of rejection of the CCN;

If the change control procedure does not result in agreement to a requested variation of
System, whether due to rejection of such a request by one party or non-acceptance by
the Authority of a response or a lack of response to such a request, the parties will seek
agreement through the escalation procedure via the local/onsite Customer Service
Representative before recourse to any other resolution.

If, after fully exercising the escalation procedure, the parties have not reached
agreement, either party may, by notice in writing to the other, refer the proposed
variation and response for assessment to a person, acting as an expert, agreed by the
parties, Failing agreement on an Assessor within fourteen (14) days of the date of such
notice, an Assessor will be appointed at the request of either party by the President of
the British Computer Society or his nominee.

Reference to an Assessor

The terms of reference of an Assessor will be set out in an agreement to be signed by
the parties and the Assessor and will include that:

l the Assessor will establish procedures for the assessment after his appointment;
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l the Assessor will consider information submitted by each party and may request,
and the parties will provide, any additional information required to enable him to
understand the issues to be assessed and the parties' positions. The Assessor
may, at his discretion and with regard to its confidentiality, make any such
information available to the other party;

l the Assessor may consider information from any other source that he deems  to
be relevant;

l the Assessor will, on the basis of his own opinion and information available to
him, assess the reasonableness of the parties’ positions on the relevant issues
and submit such assessments, with recommendations for the resolution of such
issues, to the parties in writing.  The parties will not unreasonably reject the
recommendations;

l the Assessor will undertake not to disclose any information in respect of the
reference to any person other than the parties without their permission and
further, not to disclose any information submitted to him by the parties which is
designated as confidential, to any person, including the other party, without the
consent of the owning party;

Applicable fees and expenses will be specified in the agreement of the terms of
reference, to be paid by the parties in equal shares.  The Assessor will be entitled to
fees in respect of time spent on the assessment and reasonable expenses, irrespective
of whether the parties reach agreement.

The parties will treat as confidential, any information obtained in relation to the reference
and the assessments and recommendations resulting from it.

6.3 Risk Management

For each of the risks from the standard IM&T risk matrix that were considered
relevant to this project, the Authority considered what measures could be taken to
mitigate or minimise its exposure to that eventuality. The Risk Register, which is
contained within Appendix XI, identifies this counter-measure for each relevant risk.

The Project Manager has day to day responsibility for the management of risk and for
identifying and implementing risk countermeasures.

The Project Director has responsibility to ensure that the risk management process is
being correctly implemented.

6.4 Project Management

6.4.1 Use of PRINCE

All strategy projects delivered by the PPA on behalf of the DH have been managed
under PRINCE2.  There is a well-developed operating structure in place used to
running projects under PRINCE2.
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6.4.2 Project Organisation

In accordance with the PRINCE2 methodology the project is being directed by a
project board:-

Project Board
l Executive  - PPA Director of Information Technology

Mr. D Ball

l Senior Supplier - PPA Deputy Director of Information Technology
Ms. C. Burdess

l Senior Supplier – Representative from Processor Supplier
Mr. M. Connolly

l Project Manager - PPA Data Centre Manager
Mr. C. Bell

l Senior User – Finance – Deputy Director of Finance
Mr. C. Johnson

l Procurement Advisor  - IT Purchasing Advisor – NHS PASA
Mr. A. Brinton

l Internal PPA procurement expertise
Mr. I. Bryson

l Project Assurance Team
l Stage Manager – IBM

Mr. J. Davison
l Business Assurance Co-ordinator – PPA

Mrs. J Lyons
l Technical Assurance Co-ordinator – PPA

Mr. P. Mercer
l User Assurance Co-ordinator – PPA

Mrs. M Chambers

Other PRINCE roles, which together form the project assurance team, will be carried
out by PPA staff as follows:

l Stage Manager  - Representative from processor supplier
l Business Assurance Co-ordinator
l Technical Assurance Co-ordinator
l User Assurance Co-ordinator

The Director of Information Technology will be the Senior Responsible Officer for the
project. He has significant previous experience of procuring and implementing
systems of this size and complexity.

See Appendix VII for Project Management arrangements.
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6.4.3 Legal advice

NHS Purchasing and Supplies Agency and Bird & Bird, the Agency’s lawyers, have
provided advice on the legal aspects of the procurement (see also Section 5.1.3).

6.4.4 Organisational change

The procurement is for a replacement of existing infrastructure only, which will not
impact on the way the PPA staff works. Consequently there is little or no
organisational change required for successful delivery of the project. Nevertheless,
organisational user involvement is being sought and is being represented by
Computer Operations, as this group is responsible for the delivery of computer
services to the organisation.

6.4.5 Change Control

A PID will be agreed with the Project Board to define the project deliverables.  Formal
change control procedures will be enforced, the Project Manager will have the
responsibility to bring to the attention of the Project Board any changes which are
outside the scope of the PID.  Any changes will have to be costed and if they have an
impact on deliverables, completion dates or cost the Project Board will decide
whether they can proceed.

6.4.6 Supplier's Role in Project Management

The supplier will be expected to provide defined resource and control their elements
in a similar manner.  Within the formal PRINCE structure the supplier will have the
role of stage manager, responsible to the project manager for the delivery and
installation of their equipment to a defined timetable.

6.5 Training and IM&T Skills

6.5.1 Training Needs Analysis

As well as technical training to be financed outside of this procurement, a training
programme has been identified for “hands-on” Computer Operations training on new
hardware and also for technical and Computer Operations staff on the new features
and architecture of the new mainframe.

The PPA staff who will be the primary users of the system are already trained in the
skills set for the systems affected by the change.

6.5.2 Experience of Key Project Personnel

The PPA's six senior IT managers who will be closely involved in these changes
have over 145 years relevant computing experience.  The Director of IT has been
with the PPA since the inception of its systems. He has been responsible for
successfully delivering eight previous business cases approved by Treasury. The
Deputy Director of IT has because of her experience and skills being working with Sir
John Pattison core team on Electronic Transmission of Prescriptions.  The Data
Centre Manager is well versed in the technical skills necessary to oversee the
processor swap.
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6.6 Confidentiality and Security

The Authority’s Caldicott guardian has been involved at all stages of the
procurement, to ensure that security and confidentiality issues have been dealt with
in accordance with Caldicott principles.

6.7 Post Implementation Review

This will be undertaken in accordance with PRINCE2 principles and will be held after
project closure.

The Post-Project Review will determine:-

• Whether the expected benefits of the processor replacement have been
realised.

• Whether the processor replacement has caused any problems in use.

Each expected benefit will be assessed for the achievement so far, or any additional
time needed for the benefit to materialise.

Any unexpected side effects, either beneficial or adverse will be identified with
explanations as to why they were not foreseen.

Recommendations, where necessary, will be made to realise or to improve benefits
or counter problems.

General comments will be obtained concerning user reaction and perception
following processor replacement.

The above will be ascertained by interviews with the following groups; members of
the project board, members of the project, those responsible for running the
replacement processor, those responsible for supporting the replacement processor,
the end users of the replacement processor.
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Appendix I – Location of PPA Services
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PPA, with its headquarters situated in Newcastle upon Tyne, currently employs some 2900 staff.

The headquarters, comprising IT, Finance, Pharmaceutical, HR, Compliance and associated services, employ approximately 500 staff.

Prescription processing divisions, situated in 9 locations employ around 2200 staff, and the remaining 200 are employed in our Health Benefits
Division, where claims under the NHS Low Income Scheme are processed.
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Appendix II – Information Technology Installed Hardware and Software
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Main Equipment

l 1 x HDS GX8624 mainframe with DB2 database
l 1 x Sun E10000 UNIX system with ORACLE database – Pricing
l 1 x Sun E5000 UNIX system with UDB2 database – e-Applications
l 1 x Sun E3000 UNIX system with ORACLE database – Finance
l 1 x Sun E250 UNIX system with ORACLE database – Internet Web
l 1 x Sun E3000 UNIX system with ORACLE database – Apps. Devt.
l 1 x Sun E3000 UNIX system with UDB2 database – e-Apps. Devt.
l 1 x Sun E450 UNIX system with ORACLE database – ETP Pilot
l 1 x Sun E250 UNIX system with ORACLE database – ETP Pilot MTA
l 1 x Sun E6000 UNIX system  - Disaster Recovery
l 38 x MDIS Sovereign X UNIX systems with 1500 terminals connected
l x BancTec Numbering systems
l 12 x MRS90 Numbering systems
l 2 x Xerox 4135 online/offline Laser Printing systems
l 1 x PPA Wide Area Network across 12 locations
l Variable bandwidth links comprising ISDN/PSTN/Kilostream/Gigabit with links into NHSnet & Internet
l Remote Divisional Local Area Networks
l 17 x Novell NetWare GroupWare/File & Print Fileservers
l 36 x Microsoft NT Development/Test/Production Fileservers
l 909 x Desktop PCs with standard integrated software packages
l 113 x standalone printers
l 83 x Networked printers
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Information Technology Experience

The Authority has a wide range of experience and skills to offer.  These skills are listed below:-

Information gathering
Data and Process modelling/design
REXX
JCL
RACF
Assembler
SQL
QMF
BASIC
Visual BASIC
KEYBASIC
PowerBuilder
JAVA
DB2 programming
Oracle
PL/SQL
Testing
AMB
Microfocus COBOL
XDB
PVCS
PMW
Microsoft Project
SSADM
RAD
BACS
Information Engineering
Strategy Development

Operations automation
PRINCE Project planning/control
Estimation (FPA)
Estimation - other techniques
Quality Management
Budget Management
Capacity Planning
Disaster Planning
Word
Excel
Powerpoint
Consultancy
Health and Safety
EC Procurement
INTEGRA Financial Management
Executive Information Systems (EIS)
CAD
Local/Wide Area Networking
Network Protocols
SNA
TCP/IP
IPX
ISDN
PSTN
FTP
DOS
Microsoft Windows/XP/NT/Biztalk
Novell NetWare
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Data Protection
Information Security
MVS Systems Programming
MDIS Systems Programming
UNIX Systems Programming
Network Design/Management
Anti-Virus protection
Network security
MVS
Media Management
Production scheduling

Novell GroupWise
Novell ZenWorks
Model Management
HEAT (Help Desk)
Database Design
DB2 Administration
Oracle Administration
UDB2 Administration
MS SQL Server Administration
STAFFWARE (Workflow)
RESPOND (CRM)
CompuWare (System/Load/Stress Testing)
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Appendix III – Summary of Option Costs

Commercial in Confidence
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Appendix IV – Cash Flow Statements
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Actual Cash Flow
Acquisition Options Discounted 2002/03 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09 2009/10 Total Life
Purchase £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000

Processors
System Management Software
Installation & Procurement costs
System Software
Hardware maintenance
System Management Software
 maintenance

Commercial In Confidence

Total Cash flow      8,726     1,699     1,222     1,222     1,222     1,222     1,222     1,371   1,371  10,553
Discounted Cash Flow  1,699.2  1,153.0  1,087.7  1,026.1     968.1     913.3     966.6   911.9    8,726

Actual Cash Flow
Acquisition Options Discounted 2002/03 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09 2009/10 Total Life
Lease Hardware £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000

Processors
System Management Software
Installation & Procurement costs
System Software
Hardware maintenance
System Management Software
maintenance

Commercial In Confidence

Total Cash flow      9,184          897       1,520       1,520       1,520       1,520       1,520       1,520     1,222    11,240
Discounted Cash Flow     897.05  1,434.01  1,352.84  1,276.26  1,204.02  1,135.87  1,071.58   812.83      9,184
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Actual Cash Flow
Acquisition Options Discounted 2002/03 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09 2009/10 Total Life
Lease Hardware and Software £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000

Processors
System Management Software
Installation & Procurement costs
System Software
Hardware maintenance
System Management Software
maintenance

Commercial In Confidence

Total Cash flow      9,472          892       1,665       1,665       1,665       1,665       1,242       1,520     1,222    11,534
Discounted Cash Flow     891.85  1,570.42  1,481.53  1,397.67  1,318.56     927.83  1,071.58   812.83      9,472
Discount Rate Factors 1.00 1.06 1.12 1.19 1.26 1.34 1.42 1.50

Assumptions
Hardware life 7 years
Outright purchase option takes advantage of 5 year maintenance contract deal outlined in Appendix III, note 1
Lease costs are 15% above purchase costs
Software lease limited to 5 years by lessor
Lease payments made in advance
All costs based on 2002 prices
Leasing options incur higher procurement charges to reflect additional work required
DCF rate 6%
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Appendix V – Effect on Operating Costs
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Revised Operating Costs
Funding Requirement 2002/03 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09 2009/10
New Purchase £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000

Installation & Procurement costs
System Software
Hardware maintenance
System Management Software
maintenance
Depreciation
Capital Charge Interest

Commercial In Confidence

Total Expenditure          1,278          1,581          1,569          1,557          1,545          1,533          1,524          1,517
Current Operating Costs

System Software 792 792 792 792 792 792 792 792
Hardware maintenance 51 51 51 51 51 51 51 51
System Management Software
maintenance

166 166 166 166 166 166 166 166

Depreciation 128 128 128 128 128 128 128 128
Capital Charge Interest 8 8 8 8 8 8 8 8

 Total          1,145          1,145          1,145          1,145          1,145          1,145          1,145          1,145
Additional Revenue Funding
Required

            133             436             424             412             400             388             379             372

Notes
It is assumed that lease and maintenance payments are made in advance of the year in which they relate
Outright purchase option takes advantage of 5 year maintenance contract deal outlined in Appendix III, note 1
All costs based on 2002 prices
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Appendix VI – Risk Management Checklist
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Other headings - Document
No

Version No 01

Project Information
Services
Replacement

Status -

Stage Business Case Original Date 24 August
2002

1

Project Manager Colin Bell Department IT
Stage Manager Peter Green Author DGB

The risk factors, i.e. those factors which affect the probability that the project
will be completed on time, within the budget and will deliver a quality product,
comes from four sources - project management, project staff, the nature of the
project itself, and the maturity of the departmental management culture.
These factors are itemised below, in the form of pairs of statements typifying
low and high risk, on either side of a scale 1 to 4.  One number in each of the
scales is ringed to indicate my assessment of the risk attached to each factor.
The ringed figure is multiplied by the weighting factor I have inserted in
column (d) to give the figure in column (e).

(a) (b) (c) (d) (e)
Low risk Scale High Risk Weighting Used

(with suggested
  range)

Total
(bxd)

Project
Management

1  Full time,
experienced
project manager

1*   2   3
4

Inexperienced or
part time project
manager

5
______
(5-7)

5
______

2  User
management is
experienced &
likely to be active
participators

1*   2   3
4

Inexperienced
user
management, with
little participation
expected

4
______
(4-6)

4
______
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Project Staff

3  Users expected
to be of good
quality, actively
involved, with
relevant
knowledge of the
system

1*   2  3
4

Little user
involvement and
little relevant
knowledge
expected

4
______
(3-5)

4
______

4  High standard of
supervision and
narrow span of
control

1   2*   3
4

Span of
supervision too
wide & level of
control inadequate

5
______
(4-6)

10
______

5  The technical
team is
experienced, of
good quality & with
appropriate skills

1*   2   3
4

Inexperienced
team lacking the
appropriate skills

2
______
(2-4)

2
______

6  Staff are
dedicated to the
project

1   2*   3
4

Staff have other
responsibilities
such as system
maintenance

3
______
(3-5)

6
______

7  Low staff
turnover

1   2*   3
4

High staff turnover 3
______
(2-4)

6
______

The Nature of the
Project

8  Staff are
experienced in
quality reviews &
committed to their
use

1   2*   3
4

No quality reviews
carried out in the
past

4
______
(4-6)

8
______

9  A typical system
development cycle,
with requirements
definition, system
specification,
systems design etc

1   2*   3
4

A system
development cycle
having no formal
requirements
definition, systems
design & build
merged etc

2
______
(2-4)

4
______
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10  No unique or
new features

1   2 *  3
4

Pioneering, new
hardware or
software etc

3
______
(2-4)

6
______

11  Current main
operations will be
affected minimally

1   2   3
4*

Significant impact
on mainstream
operations

5
______
(3-5)

20
______

12  Hardware &
software
requirements
determined,
documented based
on proven
standards

1   2*   3
4

Requirements not
documented, or not
based on proven
standards, limited
safety margins for
contingencies

2
______
(2-4)

4
______

13  Little or no
modification to
existing
application
software

1 * 2   3
4

Extensive
modification needed

5
______
(2-5)

5
______

14  Little or no
other development
work being
undertaken
concurrently

1   2   3*
4

Other projects being
developed
concurrently

5
______
(2-5)

15
______

15  Little or no
dependence on
existing or
developing
systems not under
the control of staff
on this project

1   2   3*
4

Dependent on other
facilities not under
the control of staff
on this project

6
______
(3-6)

18
______

16  Project
duration of one
year or less or
small number of
workdays
compared with
other completed
projects

1*  2   3
4

Project duration of
more than one year,
or a large number of
workdays

2
______
(2-4)

2
______

17  Little constraint
on completion date
beyond availability
of resources

1   2   3*
4

Mandatory
completion date

5
______
(3-5)

15
______
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18  Plans &
estimates specs are
based on reliable
data

1   2 * 3
4

Planning &
estimation data
specs are unreliable

3
______
(3-6)

6
______

19  Investment
appraisal and
estimates prepared
and well
documented, using
proven standards

1   2*   3
4

Approximations
used, or estimates
not properly
documented, or
based on unproven
standards

5
______
(3-5)

10
______

20  Suppliers are
large, well
established
companies

1*   2   3
4

Suppliers are new or
one-man business

3
______
(2-4)

3
______

21  Few user
departments

1 *  2   3
4

Several user
departments

4
______
(4-6)

4
______

22  The work
affects few sites,
which are easily
accessible to the
team

1*  2   3
4

Many or remote
sites are involved

4
______
(3-5)

4
______

23  Minor impact on
user's current or
future day to day
work

1   2   3
4*

Significant impact
on users

5
______
(3-5)

20
______

The Maturity of
the Departmental
Organisation

24  A well
developed set of
standards is in use

1   2*   3
4

Few standards are
available

3
______
(2-4)

6
______

25  A well defined
quality policy exists

1   2*   3
4

The quality policy is
ill defined

3
______
(3-5)

6
______

26  Clear
delegation of
authority is
practised

1   2*   3
4

Centralised
management  with
little delegation

3
______
(2-4)

6
______
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27  Good
relationship with
Departmental Trade
Union side & with
staff

1   2*   3
4

Relations with
DTUS and staff are
poor

3
______
(2-4)

6
______

TOTAL ______
205
______
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Appendix VII – Project Management
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1 Introduction

2 Scope

3 Key Performance Factors

4 Organisational Responsibilities

5 Project Plans

6 Controls

7 Quality Policy 

8 Reporting Arrangements 
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1 Introduction

The PPA utilises an HDS GX8624 mainframe computer to host the Authority’s
information systems.  The internal machine hardware is based on bi-polar
architecture.  The machine operating system is IBM OS/390.  The database
containing the application data is IBM DB2 Server for OS/390.

The current installed version of IBM OS/390 is OS/390 v2.9.  This is the final version
of OS/390 capable of being implemented on bi-polar machine architecture.  The next
release of OS/390 after v2.9 is v2.10.  This is only capable of functioning within an
internal machine hardware that is based on CMOS architecture.  IBM schedules
OS/390 v2.9 for withdrawal from service March 2003.

There is a need to replace the HDS GX8624 mainframe with an enterprise server
which is based on a modern technological architecture which provides sufficient
scalability, flexibility, high availability and security to satisfy the future of the
Authority’s high-end computing needs for the immediate future and beyond.

2         Scope

It is proposed to retain much of the current peripheral hardware.  The existing four
HDS DASD subsystems, all the HDS cartridge decks, CISCO routers, XEROX
printers together with Escon converters will be retained.

The mainframe central processing unit and all existing communications controllers
are to be replaced.  Currently a discrete communications controller is required for
each LPAR on the mainframe.  The three IBM 3174 communications controllers
(model 11L) and the Harris (model ES/174-20L) communications controller are to be
replaced with two IBM model 2074 devices.  This should provide ample capacity to
manage the current mainframe LPARs and will handle the maximum fifteen possible
LPARs without the need to purchase additional devices.

Proposals will be invited for the provision of a total solution covering hardware,
software, consultancy, analysis, benchmarking, planning, installation, commissioning,
application porting, training, implementation and post implementation support
together with hardware/software support and maintenance.

Suppliers will be invited to propose solutions and supply indicative costs for a
replacement mainframe and communications controllers, inclusive of operating
system and overall systems management functions.  The replacement platform must
provide for auxiliary power capabilities and controlled power-down facilities.

3 Key Performance Factors

The project must result in procedures and software which:

- are available for operation by
- are within budget in capital and revenue terms
- provide the required facilities
- operate effectively for the life of the system
- avoid loss of service or historical data from existing PPA systems
- are consistent with existing PPA systems.
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4 Organisational Responsibilities

         Executive

Responsibility

1 Organise and chair Project Board Meetings
2 Ensure that the overall project tolerance is set and monitored against.
3 Authorise project expenditure
4 Set stage tolerances
5 Sign off project and stage plans
6 Ensure that plans take account of strategy and constraints
7 Confirm successful completion of end stage assessments and sign

approval documentation
8 Decide on future action if tolerance is exceeded and if necessary

recommend this to corporate management
9 Brief and advise the authority on all project matters
10 Validate and monitor Business Case against external events and

project progress
11 Monitor Business Risks to ensure they are under control
12 Monitor changes to Project Plan to assess impact on the needs of the

business
13 Arrange a Post Implementation review of the Project
14 Approve the End Project Report, Lessons Learned report and confirm

project closure
15 Monitor Project Finance on behalf of the customer and any supplier

and contractor payments.
16 Constrain User and Supplier excesses

Senior Supplier

Responsibility

1 Authorise Project Initiation
2 Arbitrate on and ensure the resolution of technical conflict
3 Agree objectives for supplier activities
4 Ensure that supplier resources required for the project are made

available
5 Sign off project and stage plans
6 Approve product descriptions for supplier products
7 Confirm successful completion of end stage assessments and sign

approval documentation
8 Contribute supplier opinions on Project Board decisions on whether to

implement recommendations on proposed changes
9 Resolve supplier requirements and priority conflicts
10 Ensure quality, performance and technical integrity of completed

system
11 Agree suitable development methods and strategies
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12 Ensure that standards and quality control are applied and user
properly

13 Ensure that an impact analysis of potential changes on the suppliers
products is done

14 Confirm successful completion of project

Senior User

Responsibility

1 Authorise Project Initiation
2 Ensure the desired outcome of the project is specified and define

acceptance criteria
3 Agree objectives and quality criteria for those activities directly

impacting on users
4 Ensure that there is proper user representation in product testing
5 Sign off products when completed
6 Approve product descriptions for products that directly effect the users
7 Make sure progress towards the required outcome remains consistent

from a user point of view
8 Priorities and contribute user opinions on Project Board decisions on

whether to implement recommendations on proposed changes
9 Resolve user requirements and priority conflicts
10 Ensure user resources required for the project are made available
11 Provide user view on Follow-on Action recommendations
12 Brief and advise user management on all matters concerning the

project
13 Attend project board meetings and sign off each stage of the project
14 Approve the specification on behalf of the users
15 Review exception plans/reports/changes for user impact
16 Confirm successful completion of project

Project Manager/Team Manager

The following table defines the new PRINCE2 Project Manager/Team Manager roles
and responsibilities, together with a proposal for who, within the PPA, should carry
out each responsibility from a practical point of view.  Obviously on smaller projects
where there is no Team Manager, all responsibilities will belong to the Project
Manager.

Responsibility Proposed Role

1 Manage the production of the
required products

Project Manager at a high level, Team
Manager for more detail level stage
products

2 Direct and Motivate the Project
Team

Project & Team Manager

3 Plan and Monitor the Project Project Manager for overall Project Plan,
Team Manager for own Team/Stage
plan.

4 Agree delegation and use of Project Manager
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Project Assurance with Project
Board

5 Produce the PID Project & Team Manager
6 Prepare Project, Stage and

Exception plans in conjunction with
Team Managers and Project
assurance and agree with Project
Board

Project Manager for overall plans, Team
Manager for Stage for own Team.
Exception plans jointly.
Project manager for agreeing with
Project Board.

7 Manage Project Risks Project Manager
8 Liaise with Programme

Management if required
Project Manager

9 Liaise with other projects if related Project & Team Manager
10 Responsible for overall progress

and use of  resources
Project manager, but resources within
team responsibility of Team Manager.

11 Take corrective action when
necessary.

Team manager at detail level, Project
Manager if across more than one team
or cannot be decided by Team Manager

12 Change Control & Configuration
management

Project & Team Manager

13 Report to Project Board through
Highlight Reports and Stage
assessments

Team manager contributes own areas of
responsibility, Project manager reviews
and pulls together

14 Liaise with Project Board Project Manager
15 Agree technical and quality

strategies with Project Board
Project Manager

16 Prepare Lessons Learned report Project Manager to review at end of
stage, but Team Manager and Team to
maintain throughout stage.

17 Prepare follow-on actions report Project Manager
18 Prepare End Project report Project Manager with input from Team

Manager(s) and Project Assurance
19 Liaise with suppliers/account

Managers
Project manager/Team Manager
depending on level of technical detail.

20 Prepare Team Plans Team manager
21 Manage their Team Team Manager
22 Direct, motivate, monitor and plan

teams work
Team Manager

23 Responsible for progress of teams
work, use of team resources and
corrective action within constraints
agreed with Project Manager

Team Manager

24 Advise Project Manager of
deviations from plan, recommend
corrective action and assist in
preparing exception plans

Team Manager

25 Inform Project Manager when
products are complete and
approved

Team Manager

26 Ensure Project Issues are reported
to person maintaining Issue Log

Team Manager to ensure any issues
within team are added to log and
reviewed.

27 Evaluate project issues within own
teams work and recommend action

Team Manager, but also to take
corrective action if within agreed
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to Project Manager constraints.
28 Liaise with Project Assurance Project & Team Manager
29 Arrange team checkpoints Team Manager
30 Ensure quality controls planned

and carried out
Team Manager

31 Identify any risks associate with
Teams work and ensure all risks
entered in Risk Log

Team Manager

32 Manage specific risks as directed
by Project Manager

Team Manager

33 Arrange and document PDW Project Manager
34 Produce Initiation Stage Plan Project Manager
35 Periodically review status of stage

products
Project Manager

36 Confirm acceptance by users and
operations of completed products

Project Manager

37 Organise ongoing support of
system

Project Manager
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5 Project Plans

Technical Plans

The key completion dates are as follows:

Initiation 28/03/02

Analysis 30/09/02

Design October 2002 

Construction December 2002 

Implementation February 2003

Project Post Implementation Review April 2003

6 Controls

Strict controls will be enforced to ensure that the project maintains its
business integrity, i.e. that it is on schedule and within the budget. Completion
of deliverables will be recorded on a weekly basis.  Only delivered units of
work will be considered to represent progress and achievement less than this,
e.g. ninety per cent complete, will not be recorded.  The progress of the
project will be presented and discussed at formal meetings held at control
points corresponding to events taking place within the project.  The following
major control points will occur under the control of the project board:

- project initiation

- end-stage assessment.  These are mandatory control points
which  give approval for work to date and provide the authority for
commencing work on subsequent stages

- mid-stage assessment.  These can be planned, i.e. when a
stage is lengthy and measurable progress is expected at an interim
point or, unplanned, i.e. when a significant expectation occurs and the
recovery action requires project board approval

- project closure

- In addition there are a number of routine control points under the
control of the project manager:

- quality reviews

- project team meetings

- checkpoint meetings.
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The specification requirements will be subject to formal change control
procedures.

7 Quality Policy

Quality control will be applied throughout the course of the project to ensure
that the complete and correct deliverables are produced.  Quality is the
responsibility of all team members but will be ensured by the Technical
Assurance Co-ordinators.  Quality criteria for each product is defined in the
systems development methodology used at the PPA. This also defines who is
involved in quality assurance for each type of product.  Products are not
considered to exist unless they satisfy the quality criteria.  Quality is thus built
in to the development process rather than being an additional activity.  Where
a deliverable of one task is the input to another, the person responsible for
receiving the task is also required to verify that quality is acceptable, and is
not allowed to proceed if it is not but must instead return the deliverables to
the producing task.

Deliverables which are sent to users are always reviewed by the stage and/or
project manager.

8 Reporting Arrangements

Reports will be produced for project board meetings which will identify:

- deliverables planned for each stage in the reporting period
- deliverables produced by each stage
- exceptions arising in the period and associated recovery plans
- potential problems identified in the reporting period
- resource expenditure against budget
- approvals required by the project board meeting.
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Appendix VIII – Letter of Support – Department of Health
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Richard Duncombe 19th November 2002
Deputy Section Head
FID PFI
3W54
Quarry House
Leeds, West Yorkshire
LS2 7UE

Dear Richard

I am the Branch Head of Pharmacy and Prescriptions Branch which is the sponsor
Branch of the PPA. I fully endorse the business case for the PPA mainframe upgrade
and have ensured that the necessary funding is available, if approval is given. We
have responsibility for both releasing agreed funding to the PPA and for closely
monitoring the budget out-turn. We will work closely with the PPA to ensure that this
project is delivered within budget. If for any unforeseen reason there is likely to be an
overspend we will seek to ensure that this is contained within the PPA’s agreed
overall budget and thus avoid the need for extra funding from the Department.

Yours sincerely

Kevin Guinness
Head of Pharmacy and Prescriptions Branch
Room 166A
RH
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Appendix IX – Proposed Contract

Commercial in Confidence
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Appendix X – Proposed Timetable
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Date Description of event or Action Status

Feb-02 Production of OBS Complete

Mar-02 Issue OBS Complete

Apr-02 Receipt of OBS response Complete

Apr-02 Review OBS response Complete

May-02 Performance benchmark Complete

Jul-02 Issue NHS PASA contractual schedules Complete

Sep-02 Generate Business Case Complete

Oct-02 Seek Authority approval Complete

Oct-02 Finalise NHS PASA contractual schedules o/s

Nov-02 Generate Full Business Case o/s

Nov-02 Issue ITT o/s

Nov-02 Receipt of ITT response o/s

Nov-02 Review ITT response o/s

Nov-02 Negotiate/agree contracts o/s

Nov-02 Agree final contracts & award o/s

Dec-02 Deliver & install equipment o/s

Jan-03 Performance benchmark o/s

Jan-03 Acceptance tests o/s

Jan-03 Remove redundant equipment o/s

Feb-03 Project post-implementation review o/s
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Appendix XI – Risk Matrix and Risk Register
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Risk Service Impact

The risks identified will impact on the delivery of the project as a whole therefore the
service implications of each indiviual risk occurring are the same for each of the risks
identified.  The reason for this situation is that if he central processors are not
effective for any reason all services will be affected

To simplify the risk register the service implications of any of the risks identified
occurring have been collated below

• Effect on the PPA’s capability of providing prescribing/dispensing and
financial information to the NHS.

• Impact on the ability of DH, StHA’s, PCT’s and GP’s to manage the
prescribing element of their unified budget

• Inability of the PPA to change its systems to satisfy current and future
ministerial initiatives

• Delays in the prescription processing process will create a backlog which will
take a significant amount of time to catch up

• Cessation of all information services to the DH and NHS and the subsequent
impact on the management of prescribing costs and the drugs bill

• PCT’s failure to meet National Strategic Framework targets due to lack of
information for planning and monitoring.

• Inability of the PPA to process increased growth in prescriptions

• Exposure to significant downtime upon system failure if spares and
maintenance not readily available.
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Risk
No.

Risk Relevant
Y/N

Quantify
Y/N

Low

£'000

Medium

£'000

High

£'000

Low

%

Medium

%

High

%

Low

£'000

Medium

£'000

High

£'000

E[x]

£'000

Start
Yr

End Yr Discount
Factor

NPV of
E[x]

£000

Buy

£000

Lease
Hard

£000

Lease
Both

£000

E F G H I J K L M N O P
 = E x H  = F x I  = G x J = K+L+M  = O x N

Design Risks

D1 Failure to design to brief N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

D2 Change in requirements
of the NHS PPA

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

D3 Change in design
required by operator

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

D4 Change in design
required due to external
influences specific to the
NHS

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

D5 Failure to provide design N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

Development Risks

Supplier Risks

V1 Poor supplier response,
eg limited competition or
bidders not of high quality

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

V2 Suppliers unable to
provide a service within
the PPA FBC affordability
envelope

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

V3 Prime contractor goes
out of business

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0
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Risk
No.

Risk Relevant
Y/N

Quantify
Y/N

Low

£'000

Medium

£'000

High

£'000

Low

%

Medium

%

High

%

Low

£'000

Medium

£'000

High

£'000

E[x]

£'000

Start
Yr

End Yr Discount
Factor

NPV of
E[x]

£000

Buy

£000

Lease
Hard

£000

Lease
Both

£000

E F G H I J K L M N O P
 = E x H  = F x I  = G x J = K+L+M  = O x N

V4 Third party suppliers go
out of business

Y Y 0 5 40 75% 20% 5% 0.0 1.0 2.0        3.00 0 0 1.00 3.0 3.0 3.0 0.0

V4A Lessor goes out of
business

Y Y 0 5 40 75% 20% 5% 0.0 1.0 2.0        3.00 0 0 1.00 3.0 0.0 3.0 3.0

Specification Risks

V5 Legislative/Regulatory
Change: NHS Specific-
makes change in
specification necessary

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

V6 Legislative/Regulatory
Change: non-NHS
Specific- makes change
in specification necessary

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

V7 PPA change to
specification

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

Timescale Risks

V8 Incorrect
Time
Estimate-
including
the
following:

0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0
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Risk
No.

Risk Relevant
Y/N

Quantify
Y/N

Low

£'000

Medium

£'000

High

£'000

Low

%

Medium

%

High

%

Low

£'000

Medium

£'000

High

£'000

E[x]

£'000

Start
Yr

End Yr Discount
Factor

NPV of
E[x]

£000

Buy

£000

Lease
Hard

£000

Lease
Both

£000

E F G H I J K L M N O P
 = E x H  = F x I  = G x J = K+L+M  = O x N

V9 (i) PPA unable to legally
extend contract to
provide adequate
procurement time

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

V10 (ii)PPA unable to extend
current contract to
provide adequate
procurement time
because this would not
be affordable

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

V11 (iii) Current supplier
unwilling to extend
contract to provide PPA
with adequate time to
procure replacement
system

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

V12 (iv) Business case
delayed or rejected

Y Y 0 400 2000 80% 15% 5% 0.0 60.0 100.0   160.00 0 0 1.00 160.0 160.0 160.0 160.0

V13 (v) PFI option fails VFM
test, and no public capital
available

N N 0 0 0 0.0 0.0 0.0
-

0.0 0.0 0.0 0.0

Change Management
and Project
Management Risks

V14 Poor change
management structures
and skills

Y Y 5 10 20 80% 15% 5% 4.0 1.5 1.0        6.50 0 0 1.00 6.5 6.5 6.5 6.5

V15 Poor project
management

Y Y 5 10 20 60% 30% 10% 3.0 3.0 2.0        8.00 0 0 1.00 8.0 8.0 8.0 8.0
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Risk
No.

Risk Relevant
Y/N

Quantify
Y/N

Low

£'000

Medium

£'000

High

£'000

Low

%

Medium

%

High

%

Low

£'000

Medium

£'000

High

£'000

E[x]

£'000

Start
Yr

End Yr Discount
Factor

NPV of
E[x]

£000

Buy

£000

Lease
Hard

£000

Lease
Both

£000

E F G H I J K L M N O P
 = E x H  = F x I  = G x J = K+L+M  = O x N

V16 Staff not adequately
prepared for information
culture, eg data analysis
and interpretation

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

V17 Organisation & staff not
geared up culturally or
practically eg. inadequate
prep, start planning, train
& develop, change
management

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

V18 Loss of key staff eg.
project manager, project
champions, IT
specialists, Chief
Executive

Y Y 0 5 20 60% 30% 10% 0.0 1.5 2.0        3.50 0 0 1.00 3.5 3.5 3.5 3.5

V19 Lack of expertise for
implementation - legal,
technical, financial and
organisational

Y Y 0 5 20 60% 30% 10% 0.0 1.5 2.0        3.50 0 0 1.00 3.5 3.5 3.5 3.5

V20 Loss of user interest and
motivation due to project
delays, poor
communication etc

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0
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Risk
No.

Risk Relevant
Y/N

Quantify
Y/N

Low

£'000

Medium

£'000

High

£'000

Low

%

Medium

%

High

%

Low

£'000

Medium

£'000

High

£'000

E[x]

£'000

Start
Yr

End Yr Discount
Factor

NPV of
E[x]

£000

Buy

£000

Lease
Hard

£000

Lease
Both

£000

E F G H I J K L M N O P
 = E x H  = F x I  = G x J = K+L+M  = O x N

V21 Planning blight because
of procurement prevents
development of systems
and practices, resulting in
lack of belief

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

mplementation Risks

Supplier Risks

P1 Prime contractor goes
out of business

Y Y 0 5 40 75% 20% 5% 0.0 1.0 2.0        3.00 0 0 1.00 3.0 3.0 3.0 0.0

P2 Third party suppliers go
out of business

Y Y 0 5 40 95% 4% 1% 0.0 0.2 0.4        0.60 0 0 1.00 0.6 0.6 0.6 0.0

P3 Supplier implementation
costs exceed budget

Y Y 0 5 40 60% 30% 10% 0.0 1.5 4.0        5.50 0 0 1.00 5.5 5.5 5.5 5.5

P3A Lessor goes out of
business

Y Y 0 5 40 60% 30% 10% 0.0 1.5 4.0        5.50 0 0 1.00 5.5 0.0 5.5 5.5

Timescale Risks

P4 Incorrect Time Estimate
for implementation

Y Y 0 10 20 60% 30% 10% 0.0 3.0 2.0        5.00 0 0 1.00 5.0 5.0 5.0 5.0

P5 Contractor /sub-
contractor industrial
action

Y Y 0 10 20 95% 4% 1% 0.0 0.4 0.2        0.60 0 0 1.00 0.6 0.6 0.6 0.6

P6 Interfaces not delivered
to time

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0
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Risk
No.

Risk Relevant
Y/N

Quantify
Y/N

Low

£'000

Medium

£'000

High

£'000

Low

%

Medium

%

High

%

Low

£'000

Medium

£'000

High

£'000

E[x]

£'000

Start
Yr

End Yr Discount
Factor

NPV of
E[x]

£000

Buy

£000

Lease
Hard

£000

Lease
Both

£000

E F G H I J K L M N O P
 = E x H  = F x I  = G x J = K+L+M  = O x N

P7 Third party
software/services not
delivered to time

Y Y 0 10 20 95% 4% 1% 0.0 0.4 0.2        0.60 0 0 1.00 0.6 0.6 0.6 0.6

P8 Supplier fails to deliver
system on time

Y Y 0 10 20 60% 30% 10% 0.0 3.0 2.0        5.00 0 0 1.00 5.0 5.0 5.0 5.0

P9 Supplier fails to
implement system on
time

Y Y 0 10 20 60% 30% 10% 0.0 3.0 2.0        5.00 0 0 1.00 5.0 5.0 5.0 5.0

P10 Incorrect time estimate
for commissioning new
system

Y Y 0 10 20 95% 4% 1% 0.0 0.4 0.2        0.60 0 0 1.00 0.6 0.6 0.6 0.6

Specification and Data
Transfer Risks

P11 Interfaces not delivered
to specification/non
acceptance

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

P12 System/service not to
specification/non-
acceptance

Y Y 0 25 35 60% 30% 10% 0.0 7.5 3.5     11.00 0 0 1.00 11.0 11.0 11.0 11.0

P13 System unable to
interface to external
organisations eg. GPs

Y Y 0 25 35 60% 30% 10% 0.0 7.5 3.5      11.00 0 0 1.00 11.0 11.0 11.0 11.0

P14 Failure to transfer data Y Y 0 25 35 25% 50% 25% 0.0 12.5 8.8      21.25 0 0 1.00 21.3 21.3 21.3 21.3

P15 Loss of data on transfer Y Y 0 25 35 25% 50% 25% 0.0 12.5 8.8      21.25 0 0 1.00 21.3 21.3 21.3 21.3

P16 Failure to transfer data to
specification

Y Y 0 25 35 25% 50% 25% 0.0 12.5 8.8      21.25 0 0 1.00 21.3 21.3 21.3 21.3

P17 System unable to be
adapted by PPA

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0
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Risk
No.

Risk Relevant
Y/N

Quantify
Y/N

Low

£'000

Medium

£'000

High

£'000

Low

%

Medium

%

High

%

Low

£'000

Medium

£'000

High

£'000

E[x]

£'000

Start
Yr

End Yr Discount
Factor

NPV of
E[x]

£000

Buy

£000

Lease
Hard

£000

Lease
Both

£000

E F G H I J K L M N O P
 = E x H  = F x I  = G x J = K+L+M  = O x N

P18 PPA unable to produce
reports

N N 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

P19 Supplier unwilling to
adapt system

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

P20 Legislative/Regulatory
Change: NHS Specific-
makes change in
specification necessary

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

P21 Legislative/Regulatory
Change: non-NHS
Specific- makes change
in specification necessary

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

P22 PPA change to
specification

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

Cost Risks

P23 Cost of internal training
facilities unaffordable

Y Y 0 5 40 95% 4% 1% 0.0 0.2 0.4        0.60 0 0 1.00 0.6 0.6 0.6 0.6

P24 Cost of staff cover for
training unaffordable

Y Y 0 5 40 95% 4% 1% 0.0 0.2 0.4        0.60 0 0 1.00 0.6 0.6 0.6 0.6

P25 Cost of additional training
unaffordable

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

P26 PPA's implementation
costs exceed budget

Y Y 0 5 40 25% 50% 25% 0.0 2.5 10.0      12.50 0 0 1.00 12.5 12.5 12.5 12.5

P27 PPA's advisers' costs
exceed budget

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0
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Risk
No.

Risk Relevant
Y/N

Quantify
Y/N

Low

£'000

Medium

£'000

High

£'000

Low

%

Medium

%

High

%

Low

£'000

Medium

£'000

High

£'000

E[x]

£'000

Start
Yr

End Yr Discount
Factor

NPV of
E[x]

£000

Buy

£000

Lease
Hard

£000

Lease
Both

£000

E F G H I J K L M N O P
 = E x H  = F x I  = G x J = K+L+M  = O x N

P28 Incorrect cost estimate
for commissioning new
system

Y Y 0 5 40 25% 50% 25% 0.0 2.5 10.0     12.50 0 0 1.00 12.5 12.5 12.5 12.5

P29 Cost of NHS-specific
legislative or regulatory
changes

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

P30 Cost of non-NHS-specific
legislative or regulatory
changes

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

P31 Cost of PPA changes in
specification

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

Change Management
and Project
Management Risks

P32 Organisation & staff not
geared up culturally or
practically eg. inadequate
prep, start planning, train
& develop, change
management

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

P33 Organisation not
sufficiently prepared or
trained to implement.

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0
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Risk
No.

Risk Relevant
Y/N

Quantify
Y/N

Low

£'000

Medium

£'000

High

£'000

Low

%

Medium

%

High

%

Low

£'000

Medium

£'000

High

£'000

E[x]

£'000

Start
Yr

End Yr Discount
Factor

NPV of
E[x]

£000

Buy

£000

Lease
Hard

£000

Lease
Both

£000

E F G H I J K L M N O P
 = E x H  = F x I  = G x J = K+L+M  = O x N

P34 Planning blight because
of procurement prevents
development of systems
and practices, resulting in
lack of belief

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

P35 Services disrupted
because of
implementation/lack of
familiarity with systems

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

P36 Services disrupted
because of release of
staff for training

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

P37 Loss of key staff eg.
project manager, project
champions, IT
specialists, Chief
Executive

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

P38 Lack of expertise for
implementation- legal,
technical, financial and
organisational

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

Training and User Risks
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Risk
No.

Risk Relevant
Y/N

Quantify
Y/N

Low

£'000

Medium

£'000

High

£'000

Low

%

Medium

%

High

%

Low

£'000

Medium

£'000

High

£'000

E[x]

£'000

Start
Yr

End Yr Discount
Factor

NPV of
E[x]

£000

Buy

£000

Lease
Hard

£000

Lease
Both

£000

E F G H I J K L M N O P
 = E x H  = F x I  = G x J = K+L+M  = O x N

P39 Loss of user interest and
motivation due to project
delays, poor
communication etc

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

P40 Rejection of system by
users, eg not fit for
purpose or not user-
friendly

Y Y 0 5 35 60% 30% 10% 0.0 1.5 3.5        5.00 0 0 1.00 5.0 5.0 5.0 5.0

P41 Training not delivered to
timetable

Y Y 0 5 35 95% 4% 1% 0.6 0.3 0.1        1.00 0 0 1.00 1.0 1.0 1.0 1.0

P42 Staff not available or
willing to attend training

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

P43 Training not effective Y Y 0 5 35 60% 30% 10% 0.0 1.5 3.5        5.00 0 0 1.00 5.0 5.0 5.0 5.0

P44 Training not delivered to
agreed standards

Y Y 0 5 35 60% 30% 10% 0.0 1.5 3.5        5.00 0 0 1.00 5.0 5.0 5.0 5.0

Operational Risks

Supplier Risks

N1 Prime contractor goes
out of business

Y Y 0 10.5 210 95% 4% 1% 0.0 0.4 2.1        2.52 1 6 0.82 2.1 2.1 2.1 0.0

N2 Higher than expected
operating costs for prime
contractor

Y Y 0 10.5 210 75% 20% 5% 0.0 2.1 10.5      12.60 1 6 0.82 10.3 10.3 10.3 10.3
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Risk
No.

Risk Relevant
Y/N

Quantify
Y/N

Low

£'000

Medium

£'000

High

£'000

Low

%

Medium

%

High

%

Low

£'000

Medium

£'000

High

£'000

E[x]

£'000

Start
Yr

End Yr Discount
Factor

NPV of
E[x]

£000

Buy

£000

Lease
Hard

£000

Lease
Both

£000

E F G H I J K L M N O P
 = E x H  = F x I  = G x J = K+L+M  = O x N

N3 Costs of risks transferred
to prime contractor
exceeds their budget

Y Y 0 10.5 210 75% 20% 5% 0.0 2.1 10.5     12.60 1 6 0.82 10.3 10.3 10.3 10.3

N4 Third party suppliers go
out of business

Y Y 0 10.5 210 95% 4% 1% 0.0 0.4 2.1     2.52 1 6 0.82 2.1 0.0 2.1 2.1

N5 Contract step-in/buy-out
by another party

Y Y 0 10.5 210 95% 4% 1% 0.0 0.4 2.1       2.52 1 6 0.82 2.1 2.1 2.1 2.1

N5A Lessor goes out of
business

Y Y 0 10.5 210 95% 4% 1% 0.0 0.4 2.1        2.52 1 6 0.82 2.1 0.0 2.1 2.1

Availability Risks

N6 System unavailable Y Y 0 50 84 95% 4% 1% 0.0 2.0 0.8      2.84 1 6 0.82 2.3 2.3 2.3 2.3

N7 Availability of service Y Y 0 50 84 65% 30% 5% 0.0 15.0 4.2     19.20 1 6 0.82 15.7 15.7 15.7 15.7

N8 Industrial action Y Y 0 50 84 95% 4% 1% 0.0 2.0 0.8        2.84 1 6 0.82 2.3 2.3 2.3 2.3
N9 Compensation Events Y Y 0 50 84 95% 4% 1% 0.0 2.0 0.8       2.84 1 6 0.82 2.3 2.3 2.3 2.3

N10 Delay Events Y Y 0 50 84 99% 1% 0% 0.0 0.5 0.0        0.50 1 6 0.82 0.4 0.4 0.4 0.4
N11 Relief Events Y Y 0 50 84 99% 1% 0% 0.0 0.5 0.0        0.50 1 6 0.82 0.4 0.4 0.4 0.4
N12 Force Majeure Y Y 0 50 84 99% 1% 0% 0.0 0.5 0.0        0.50 1 6 0.82 0.4 0.4 0.4 0.4
N13 Termination due to force

majeure
Y Y 0 50 84 99% 1% 0% 0.0 0.5 0.0        0.50 1 6 0.82 0.4 0.4 0.4 0.4

N14 Contractor Default Y Y 0 50 84 95% 4% 1% 0.0 2.0 0.8        2.84 1 6 0.82 2.3 2.3 2.3 2.3

N15 PPA Default N N 0.0 0.0 0.0             - 0.0 0.0 0.0 0.0
N16 Theft of software N N 0.0 0.0 0.0             - 0.0 0.0 0.0 0.0
N17 Theft of hardware N N 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Performance Risks
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Risk
No.

Risk Relevant
Y/N

Quantify
Y/N

Low

£'000

Medium

£'000

High

£'000

Low

%

Medium

%

High

%

Low

£'000

Medium

£'000

High

£'000

E[x]

£'000

Start
Yr

End Yr Discount
Factor

NPV of
E[x]

£000

Buy

£000

Lease
Hard

£000

Lease
Both

£000

E F G H I J K L M N O P
 = E x H  = F x I  = G x J = K+L+M  = O x N

N18 Failure to meet
performance standards

Y Y 0 10.5 12.5 95% 4% 1% 0.0 0.4 0.1        0.55 1 6 0.82 0.4 0.4 0.4 0.4

N19 Slow response times Y Y 0 10.5 12.5 60% 30% 10% 0.0 3.2 1.3        4.40 1 6 0.82 3.6 3.6 3.6 3.6

N20 System/services unable
to respond to increased
activity/throughput

Y Y 0 10.5 12.5 60% 30% 10% 0.0 3.2 1.3        4.40 1 6 0.82 3.6 3.6 3.6 3.6

N21 Change in
specification/increase in
range of EPR services
initiated by procuring
entity

N N 0 0 0 0.0 0.0 0.0             - 0.82 0.0 0.0 0.0 0.0

N22 Hardware becomes
obsolete

Y Y 0 10.5 12.5 95% 4% 1% 0.0 0.4 0.1        0.55 1 6 0.82 0.4 0.4 0.4 0.4

N23 Software becomes
obsolete

Y Y 0 10.5 12.5 95% 4% 1% 0.0 0.4 0.1        0.55 1 6 0.82 0.4 0.4 0.4 0.4

N24 Data loss Y Y 0 10.5 12.5 25% 50% 25% 0.0 5.3 3.1        8.38 1 6 0.82 6.9 6.9 6.9 6.9
N25 Data corruption Y Y 0 10.5 12.5 25% 50% 25% 0.0 5.3 3.1        8.38 1 6 0.82 6.9 6.9 6.9 6.9
N26 Data

security/confidentiality
Y Y 0 10.5 12.5 25% 50% 25% 0.0 5.3 3.1        8.38 1 6 0.82 6.9 6.9 6.9 6.9

N27 System unable to be
adapted by PPA

Y Y 0 10.5 12.5 25% 50% 25% 0.0 5.3 3.1        8.38 1 6 0.82 6.9 6.9 6.9 6.9

N28 PPA unable to produce
reports

Y Y 0 10.5 12.5 25% 50% 25% 0.0 5.3 3.1        8.38 1 6 0.82 6.9 6.9 6.9 6.9

N29 Supplier unwilling to
adapt system

Y Y 0 10.5 12.5 60% 30% 10% 0.0 3.2 1.3        4.40 1 6 0.82 3.6 3.6 3.6 3.6

N30 System/'Interfaces not
maintained properly

Y Y 0 10.5 12.5 25% 50% 25% 0.0 5.3 3.1        8.38 1 6 0.82 6.9 6.9 6.9 6.9
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Risk
No.

Risk Relevant
Y/N

Quantify
Y/N

Low

£'000

Medium

£'000

High

£'000

Low

%

Medium

%

High

%

Low

£'000

Medium

£'000

High

£'000

E[x]

£'000

Start
Yr

End Yr Discount
Factor

NPV of
E[x]

£000

Buy

£000

Lease
Hard

£000

Lease
Both

£000

E F G H I J K L M N O P
 = E x H  = F x I  = G x J = K+L+M  = O x N

N31 Software/services not
able to meet changed
requirements resulting
from NHS-specific
legislative/regulatory
changes

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

N32 Software/services not
able to meet changed
requirements resulting
from non-NHS-specific
legislative/regulatory
changes

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

N33 PPA change to
specification

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

N34 Non Cash releasing
benefits not realised

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

N35 Non Cash releasing
benefits delayed

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

N36 System/services unable
to meet new strategic
goals and strategies

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

N37 Changes in the size of
the allocation of
resources for the
allocation of health care

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

N38 Changes in the volume of
demand for patient
services (duplicates
N20?)

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0
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Risk
No.

Risk Relevant
Y/N

Quantify
Y/N

Low

£'000

Medium

£'000

High

£'000

Low

%

Medium

%

High

%

Low

£'000

Medium

£'000

High

£'000

E[x]

£'000

Start
Yr

End Yr Discount
Factor

NPV of
E[x]

£000

Buy

£000

Lease
Hard

£000

Lease
Both

£000

E F G H I J K L M N O P
 = E x H  = F x I  = G x J = K+L+M  = O x N

N39 Failure to deliver agreed
software changes during
the contract period

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

Operating Cost Risks

N40 Cash releasing benefits
not realised

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

N41 Cash releasing  benefits
delayed

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

N42 Cost to PPA of retained
risks exceeds the budget
allowed for them

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

N43 Cost of additional
hardware (sizing issue)

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

N44 Cost of changes resulting
from PPA changes

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

N45 Cost of additional
activity/throughput

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

N46 Legislative/regulatory
changes having financial
consequences - NHS
specific

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

N47 Legislative/regulatory
changes having financial
consequences - non NHS
specific

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0
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Risk
No.

Risk Relevant
Y/N

Quantify
Y/N

Low

£'000

Medium

£'000

High

£'000

Low

%

Medium

%

High

%

Low

£'000

Medium

£'000

High

£'000

E[x]

£'000

Start
Yr

End Yr Discount
Factor

NPV of
E[x]

£000

Buy

£000

Lease
Hard

£000

Lease
Both

£000

E F G H I J K L M N O P
 = E x H  = F x I  = G x J = K+L+M  = O x N

N48 Higher than expected
operating costs to PPA

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

N49 Incorrect maintenance
costs

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

N50 Estimating cost of
transferring the
employment of staff to
the new employer is
incorrect

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

N51 Estimating the cost of
restructuring the
workforce providing the
services under contract is
incorrect

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

Project Management Risks

N52 Poor on-going project
management

Y Y 0 4.2 5.25 95% 4% 1% 0.0 0.2 0.1        0.22 1 6 4.92 1.1 1.1 1.1 1.1

N53 Loss of key staff eg.
project manager, IT
specialists; skill
shortages

Y Y 0 4.2 5.25 60% 30% 10% 0.0 1.3 0.5        1.79 1 6 4.92 8.8 8.8 8.8 8.8

N54 Lack of expertise for
contract management

Y Y 0 4.2 5.25 60% 30% 10% 0.0 1.3 0.5        1.79 1 6 4.92 8.8 8.8 8.8 8.8



90

Risk
No.

Risk Relevant
Y/N

Quantify
Y/N

Low

£'000

Medium

£'000

High

£'000

Low

%

Medium

%

High

%

Low

£'000

Medium

£'000

High

£'000

E[x]

£'000

Start
Yr

End Yr Discount
Factor

NPV of
E[x]

£000

Buy

£000

Lease
Hard

£000

Lease
Both

£000

E F G H I J K L M N O P
 = E x H  = F x I  = G x J = K+L+M  = O x N

N55 Services disrupted
because of
implementation/lack of
familiarity with upgrades
to systems

Y Y 0 4.2 5.25 60% 30% 10% 0.0 1.3 0.5        1.79 1 6 4.92 8.8 8.8 8.8 8.8

N56 Services disrupted
because of release of
staff for training in use of
upgrades to systems

Y Y 0 4.2 5.25 95% 4% 1% 0.0 0.2 0.1        0.22 1 6 4.92 1.1 1.1 1.1 1.1

Termination Risks

T1 Termination due to Force
Majeure

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

T2 Termination due to PPA
default

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

T3 Default by the contractor
leading to step-in by
financiers

Y Y 0 5 35 99% 1% 0% 0.0 0.1 0.0        0.05 1 6 4.92 0.2 0.2 0.2 0.2

T4 Termination due to
default by the contractor

Y Y 0 5 35 99% 1% 0% 0.0 0.1 0.0        0.05 1 6 4.92 0.2 0.2 0.2 0.2

T5 Prime contractor goes
out of business

Y Y 0 5 35 99% 1% 0% 0.0 0.1 0.0        0.05 1 6 4.92 0.2 0.2 0.2 0.0

T6 Third-party supplier goes
out of business

Y Y 0 5 35 99% 1% 0% 0.0 0.1 0.0        0.05 1 6 4.92 0.2 0.2 0.2 0.0
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Risk
No.

Risk Relevant
Y/N

Quantify
Y/N

Low

£'000

Medium

£'000

High

£'000

Low

%

Medium

%

High

%

Low

£'000

Medium

£'000

High

£'000

E[x]

£'000

Start
Yr

End Yr Discount
Factor

NPV of
E[x]

£000

Buy

£000

Lease
Hard

£000

Lease
Both

£000

E F G H I J K L M N O P
 = E x H  = F x I  = G x J = K+L+M  = O x N

T7 Termination because
software/services not
able to meet changed
requirements resulting
from legislative changes

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

T8 Termination because
software/services not
able to meet changed
requirements resulting
from regulatory changes

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

T9 Termination
Software/services not
able to meet changed
requirements resulting
from PPA changes eg
merger, new services

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

T10 Termination because
system/services unable
to meet new Government
or PPA strategic goals
and strategies

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

T11 Termination because
system/services unable
to meet changes in the
volume of demand for
patient services

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0
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Risk
No.

Risk Relevant
Y/N

Quantify
Y/N

Low

£'000

Medium

£'000

High

£'000

Low

%

Medium

%

High

%

Low

£'000

Medium

£'000

High

£'000

E[x]

£'000

Start
Yr

End Yr Discount
Factor

NPV of
E[x]

£000

Buy

£000

Lease
Hard

£000

Lease
Both

£000

E F G H I J K L M N O P
 = E x H  = F x I  = G x J = K+L+M  = O x N

T12 Cost of replacement
hardware (obsolescence
issue)

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

T13 Supplier lock-in N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0
T14 Residual Value Risk:

PPA no longer requires
assets at end of contract

N N 0 0 0 0.0 0.0 0.0              - 0.0 0.0 0.0 0.0

T15 Residual value Risk:
Residual Value less than
expected

N N 0 0 0 0.0 0.0 0.0             - 0.0 0.0 0.0 0.0

Total Net Present Cost 472.6 485.3 476.1
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Risk
No.

Risk Risk management measure

V4 Third party suppliers go out of business The software suppliers are all well-established suppliers to the mainframe market. The likelihood of liquidation in the
timeframe is small.

V4A Lessor goes out of business IBM would use a high quality lessor for the procurement. The likelihood of liquidation in the timeframe is small.

V12 (iv) Business case delayed or rejected PPA will manage the production of the FBC to minimise time delays. Liaison with approving bodies will reduce the risk of
rejection.

V14 Poor change management structures and skills Internal project team has a great deal of existing experience in procurements of a similar size and nature. PRINCE2 will
be used for the procurement.

V15 Poor project management Internal project team has a great deal of existing experience in procurements of a similar size and nature. PRINCE2 will
be used for the procurement.

V18 Loss of key staff eg. project manager, project
champions, IT specialists, Chief Executive

There is sufficient depth of knowledge within the department to enable replacement experienced staff to be seconded to
the project should the need arise.

V19 Lack of expertise for implementation - legal,
technical, financial and organisational

Excellent internal expertise is available. External support will be used as required e.g. Bird and Bird (legal advice), NHS
PASA (procurement advice).

P1 Prime contractor goes out of business IBM is a major mainframe manufacturer. Whilst all companies can go into liquidation, it is unlikely that IBM will within the
timeframe of the procurement.

P2 Third party suppliers go out of business The software suppliers are all well-established suppliers to the mainframe market. The likelihood of liquidation in the
timeframe is small.

P3 Supplier implementation costs exceed budget Implementation costs will be monitored to ensure compliance with agreed budget.

P3A Lessor goes out of business IBM would use a high quality lessor for the procurement. The likelihood of liquidation in the timeframe is small.

P4 Incorrect Time Estimate for implementation All parties will pre-agree the implementation timescales. Good project management will help ensure adherence to these
agreed timetables.



94

Risk
No.

Risk Risk management measure

P5 Contractor /sub-contractor industrial action Unlikely in the context of this procurement. For short-term stoppages the existing mainframe could be operated to provide
backup.

P7 Third party software/services not delivered to time All parties will pre-agree the implementation timescales. Good project management will help ensure adherence to these
agreed timetables.

P8 Supplier fails to deliver system on time All parties will pre-agree the implementation timescales. Good project management will help ensure adherence to these
agreed timetables.

P9 Supplier fails to implement system on time All parties will pre-agree the implementation timescales. Good project management will help ensure adherence to these
agreed timetables.

P10 Incorrect time estimate for commissioning new
system

All parties will pre-agree the implementation timescales. Good project management will help ensure adherence to these
agreed timetables.

P12 System/service not to specification/non-acceptance The PPA will employ full benchmarking and acceptance testing to minimise this risk.

P13 System unable to interface to external organisations
eg. GPs

The existing mainframe could be operated to provide backup whilst the interface issues are resolved.

P14 Failure to transfer data The existing mainframe could be operated to provide backup whilst the data migration issues are resolved.

P15 Loss of data on transfer The existing mainframe could be operated to provide backup whilst the data migration issues are resolved.

P16 Failure to transfer data to specification The existing mainframe could be operated to provide backup whilst the data migration issues are resolved.

P23 Cost of internal training facilities unaffordable Training costs will be agreed within the context of the overall budget.

P24 Cost of staff cover for training unaffordable Training costs will be agreed within the context of the overall budget.

P26 PPA's implementation costs exceed budget Implementation costs will be monitored to ensure compliance with agreed budget.



95

Risk
No.

Risk Risk management measure

P28 Incorrect cost estimate for commissioning new
system

Commissioning costs will be monitored to ensure compliance with agreed budget.

P40 Rejection of system by users, eg not fit for purpose
or not user-friendly

The existing mainframe could be operated to provide backup whilst the issues are resolved.

P41 Training not delivered to timetable The training required will be agreed within the overall timetable discussions. In extreme circumstances, training could be
sourced from elsewhere.

P43 Training not effective The training required will be agreed within the overall timetable discussions. In extreme circumstances, training could be
sourced from elsewhere.

P44 Training not delivered to agreed standards The training required will be agreed within the overall timetable discussions. In extreme circumstances, training could be
sourced from elsewhere.

N1 Prime contractor goes out of business IBM is a major mainframe manufacturer. Whilst all companies can go into liquidation, it is unlikely that IBM will within the
timeframe of the procurement.

N2 Higher than expected operating costs for prime
contractor

Operating costs will be monitored to ensure compliance with agreed budget.

N3 Costs of risks transferred to prime contractor
exceeds their budget

Operating costs will be monitored to ensure compliance with agreed budget.

N4 Third party suppliers go out of business The software suppliers are all well-established suppliers to the mainframe market. The likelihood of liquidation in the
timeframe is small.

N5 Contract step-in/buy-out by another party IBM is a major mainframe manufacturer. Whilst all companies can go into liquidation, it is unlikely that IBM will within the
timeframe of the procurement.

N5A Lessor goes out of business IBM would use a high quality lessor for the procurement. The likelihood of liquidation in the timeframe is small.

N6 System unavailable Standard equipment has been specified for the procurement. The existing mainframe could be used to provide back up.

N7 Availability of service Standard equipment has been specified for the procurement. The existing mainframe could be used to provide back up.

N8 Industrial action Unlikely in the context of this procurement.
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N9 Compensation Events Unlikely in the context of this procurement.

N10 Delay Events Unlikely in the context of this procurement.
N11 Relief Events Unlikely in the context of this procurement.
N12 Force Majeure Very unlikely to occur.
N13 Termination due to force majeure Very unlikely to occur.

N14 Contractor Default IBM is a major mainframe manufacturer. Whilst all companies can go into liquidation, it is unlikely that IBM will within the
timeframe of the procurement.

N18 Failure to meet performance standards The PPA will employ full benchmarking and acceptance testing to minimise this risk.

N19 Slow response times The PPA will employ full benchmarking and acceptance testing to minimise this risk.

N20 System/services unable to respond to increased
activity/throughput

The system has been specified to allow sufficient growth.

N22 Hardware becomes obsolete Unlikely in the short timeframe of the appraisal.

N23 Software becomes obsolete Unlikely in the short timeframe of the appraisal.

N24 Data loss The existing mainframe could be operated to provide backup whilst the data issues are resolved.
N25 Data corruption The existing mainframe could be operated to provide backup whilst the data issues are resolved.
N26 Data security/confidentiality The existing mainframe could be operated to provide backup whilst the data issues are resolved.

N27 System unable to be adapted by PPA The existing mainframe could be operated to provide backup whilst the issues are resolved.

N28 PPA unable to produce reports The existing mainframe could be operated to provide backup whilst the issues are resolved.

N29 Supplier unwilling to adapt system The existing mainframe could be operated to provide backup whilst the issues are resolved.

N30 System/'Interfaces not maintained properly The existing mainframe could be operated to provide backup whilst the issues are resolved.
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N52 Poor on-going project management The PPA will use experienced personnel to minimise this risk.

N53 Loss of key staff eg. project manager, IT specialists;
skill shortages

There is sufficient depth of knowledge within the department to enable replacement experienced staff to be seconded to
the project should the need arise.

N54 Lack of expertise for contract management Expertise currently available within PPA. Involvement of NHS PASA will also have a positive impact on the risk.

N55 Services disrupted because of implementation/lack
of familiarity with upgrades to systems

Good project management and planning will minimise the disruption. Good training will be planned into any upgrade
implementation.

N56 Services disrupted because of release of staff for
training in use of upgrades to systems

Good project management and planning will minimise the disruption. Good training will be planned into any upgrade
implementation.

T3 Default by the contractor leading to step-in by
financiers

IBM is a major mainframe manufacturer. Whilst all companies can go into liquidation, it is unlikely that IBM will within the
timeframe of the procurement.

T4 Termination due to default by the contractor IBM is a major mainframe manufacturer. Whilst all companies can go into liquidation, it is unlikely that IBM will within the
timeframe of the procurement.

T5 Prime contractor goes out of business IBM is a major mainframe manufacturer. Whilst all companies can go into liquidation, it is unlikely that IBM will within the
timeframe of the procurement.

T6 Third-party supplier goes out of business The software suppliers are all well-established suppliers to the mainframe market. The likelihood of liquidation in the
timeframe is small.


