CHRISTINE CONNELLY TO RICHARD BACON – 21 MAY 2010
Dear Mr Bacon,

Thank you for your letter dated 23rd March concerning the National Programme for IT and in particular the Local Service Providers (LSPs) and the renegotiation of those contracts. 

Since your letter you will be aware that the Department has successfully completed a reset contract with BT, the LSP in London but not with CSC, the LSP in the North, Midlands and East.

For ease of reply, I have repeated your questions and provided responses to each of them:

1.  How can the programme represent value for money when such dramatic reductions in scope and scale are apparently being considered?

Response

The savings will be based upon changes to Scope and Volume as well as challenging the Contractors costs, including that of their sub-contractors. However, whilst the negotiations have removed some scope, new scope has also been added, including (in London) and at the request of the local NHS, individual domains per Trust and significantly more configuration resources over a longer period than originally anticipated, to meet the emerging needs of the NHS in London.  

Any changes to the local Programmes costs are subject to a full cost validation exercise. The LSPs have provided cost models to support the discussions these models have, and continue to be, reviewed, challenged and assessed.

2.  I also understand from e-Health Insider that BT are being paid an additional £546m for installing four new Cerner systems, maintaining seven Cerner systems already installed and deploying some RiO mental health systems. This seems like an extraordinarily large amount of money for such a small amount of activity.

How this has been calculated as being value for money when the eleven acute trusts could have purchased brand new systems for a fraction of the price?

Response

BT is delivering 25 additional RiO implementations and support for existing and new Cerner services for the NHS in the South.  Significant elements of these services have been priced using BT LSP Contract prices and the prices for these services have not increased.  There are, however, some elements of the services which are not being delivered in London (primarily the transfer of the already live services from the now terminated Fujitsu contract from their existing hosted environment into a new BT provided hosted environment) and hence there was no Contracted price for these services. To ensure value for money, and independent industry comparator exercise was used to benchmark BT prices.

Over the last seven years, the Lorenzo PAS has missed deadline after deadline. We were expecting it in 2004-05; and then in 2008 Mr Nicholson told us that it was ready to deploy; and I understand that it is about to miss the March 2010 drop dead date which you set last year.  I am keen to understand:

3.  How much is the NHS spending in supporting Lorenzo?

Response

Lorenzo Release 1 has been live for some time in a small number of Trusts, the deadline you refer to is in respect of Release 1.9, a significant and fundamental building block for future delivery of the Product.

The NHS has maintained the principle to pay only on delivery and not during development.  The NHS pays a Deployment Charge as individual Trusts receives a Lorenzo deployment and passes its acceptance criteria and completed a verification period of at least 45 days, with an ongoing Service charge.

Total Service Charges for the Lorenzo product for the 2009/10 year were £288K, (£327K since contract award). 

4.  How many Lorenzo acute PAS systems are being targeted for the next 12 months?

Response

As part of the Contract reset the approach to deployment is currently being revised to enable other, more flexible approaches to delivery to be developed. For example, some Trusts may now choose to have the clinical functionality delivered first, over the existing PAS, where the PAS continues to meet certain standards. When the NHS has determined how it wishes to undertake the individual deployments and this has been agreed with CSC, I will be able to answer your question fully but at this stage, I am afraid I cannot provide accurate figures to you of the number of deployments of PAS that are planned over the next 12 months. 

5.  At what point will you say “enough is enough” if CSC fail to deploy the Lorenzo PAS successfully?

Response

As you will appreciate, it would be inappropriate for me to declare, potentially publicly, the Department’s commercial approach at this stage.

6. Finally, although I appreciate the huge political pressure to deploy systems to demonstrate progress, I am also concerned about deploying Lorenzo before it is ready to use.  I would hate to see another problem like Barts and the London, the Royal Free or Milton Keynes. How are you ensuring that the Morecambe Bay system is ready and that Trusts further down the line will not be allowed to go live until the deployment is proven at Morecambe Bay?

Response

I am not aware of any political pressure to deploy any of the National Programme services before they are ready to use.

The system being provided to Morecambe Bay is subject to a wide range of testing undertaken by the supplier to demonstrate fitness for purpose for use within the NHS. In addition, Morecambe Bay NHS Trust also undertakes a very significant amount of local acceptance testing to prove fitness for purpose for local deployment. 

Morecambe Bay does not operate in isolation and allows expert user groups from other Trusts to be engaged in the testing and acceptance of the product.  

Additionally a series of specific local acceptance criteria must be met before the system will go-live (amongst other conditions, including a clinical safety certificate), and only once the Trust is fully satisfied that these criteria have been met will the deployment be confirmed.

Morecambe Bay is one of four Early Adopters of the Lorenzo R1.9 product and only once all Early Adopters have gone live successfully can deployment to the wider NHS be allowed.

In line with your letter and for completeness, I am copying this reply to David Nicholson and to the Comptroller and Auditor General at the National Audit Office.

I hope this response has been helpful.

Yours Sincerely

[image: image1.emf]
Christine Connelly

Director General for Informatics 

SIMON BURNS TO RICHARD BACON – 7 JUNE 2010
Simon Burns MP Minister of State 

for Health

POC4_506694 
Richard Bacon MP 
Richmond House 
House of Commons 
79 Whitehall
London  SW1A 0AA
SW1A 2NL 
Tel: 020 7270 3000 Direct Line: 020 7210 

Dear Richard

Thank you for your letter of 21st of May and your congratulations on my appointment which were most welcome. 
I am aware that you have taken a great interest over a number of years regarding the National Programme for IT. 
Since you wrote, however, Morecambe Bay University Hospital Trust has implemented Lorenzo from CSC into the three hospitals it covers (Furness General, Westmorland General and Royal Lancaster Infirmary) over the recent Bank Holiday weekend. 
Whilst it is very early days, initial reports are encouraging in that the clinicians were well prepared for the new system and are now getting used to the changes that it inevitably brings. 
I note your concerns that pressure would be brought upon the Trust to I accept a product that they were not ready to accept. I am assured that there was no pressme brought by Connecting for Health for the Trust to go-live but was a decision taken locally by the Trust Chief Executive and the Trust Board.
I will continue to monitor progress as other Trusts receive the product. 
SIMON BURNS MP  

SIMON BURNS TO RICHARD BACON – 24 AUGUST 2010
Department of Health 
Richmond House

 79 Whitehall London 
SW1A 2NS 
PO00000529484

Richard Bacon MP
24 August 2010 
House of Commons 
Westminster 
London SWIA OAA 
Dear Richard

Thank you for your emails of 2 August to Andrew Lansley and me about the National Programme for IT in the NHS. I am replying as the Minister responsible for this policy area. 
I am indeed aware of your long and particular interest in the NHS IT programme, from both within and outside the Public Accounts Committee. 
As you know, a Government review of all major IT programmes is currently underway and the National Programme for IT is part of this process. For this reason, it would be premature for me to comment now in any detail on the possible future shape, scale, or governance structures around the programme. These are complex and potentially controversial matters, and inevitably attract a high degree of media scrutiny. I am particularly anxious to avoid speculation about the outcome of any future commercial negotiations. 
Once we know the outcome of the review, we will make a considered announcement on the programme, which will reflect the ‘bottom-up changes’, as set out in the White Paper Equity and excellence: Liberating the NHS, for a new operating model for healthcare.  In order to ensure that no value is lost in the transition to new arrangements, a detailed plan will be drawn up to ensure that all interested parties are engaged in the process. This will include both Treasury and Cabinet Office colleagues.  
Your point about the need to mitigate the risk of future litigation by continuing actively to manage the delivery process within the NHS during whatever process of change results is well made, and well understood. Similarly, whilst it will not be possible entirely to insulate the staff of the Informatics Directorate, whether civil servants or contractors, from the imperative to reduce central management and other administrative costs across the Department, we are very mindful of the practical and financial risks you describe that would flow from too rapid a loss of the corporate memory.
I hope this reply is helpful.   
SIMON BURNS
CHANCELLOR OF THE EXCHEQUER TO RICHARD BACON – 2 SEPTEMBER 2010

HM Treasury, 1 Horse Guards Road, London, SWIA 2HQ

Richard Bacon MP
2 September 2010
House of Commons 
London SW1A 0AA
Dear Richard 

National Programme for IT in the NHS 

Thank you for your letter of the 3 August 2010 highlighting the issues surrounding the National Programme for IT (NPflT) in the NHS.
 I am grateful to you for taking the time to pass on your concerns to myself and to Andrew Lansley. 
The risk of litigation and the potential costs to the Exchequer are issues I am very mindful of, especially given the size of the Programme and the public money at stake. I am therefore in full agreement that retaining corporate memory within the Programme, managing effectively those aspects of the programme that continue and meeting our contractual commitments are vitally important. 
The National Programme for IT is being considered as part of the Government’s review of all major IT programmes, though as you will appreciate, we have to work within the context of the contracts agreed by the previous Government. The Major Projects Review Group have been asked to assess the options available for the future of the Programme. In particular, they are looking at ways of making savings while ensuring that the Government meets its contractual commitments. I will ask my officials to make sure your concerns are properly taken into account in that work. 
Thank you for bringing your concerns to my attention.   
GEORGE OSBORNE  

AMYAS MORSE TO RICHARD BACON – 18 NOVEMBER 2010

Dear Richard

NATIONAL PROGRAMME FOR IT IN THE NHS 

Since I wrote to you on 15 September, Mark Davies, the National Audit Office (NAO) Director with responsibility for leading our work on the National Programme for IT, has obtained further details about the £546 million contract awarded to BT following the termination of Fujitsu’s local service provider (LSP) contract in the South. Mark and his team are currently reviewing the information they have obtained and this letter represents an interim response to your enquiries. I expect to provide more details about the award of the contract as part of the memorandum I plan to prepare for the Committee in response to your request for a further audit of the Programme. I thought it would be helpful, however, if I set out briefly our initial appraisal of the circumstances that led to the award of the contract to BT and a breakdown of its costs. 
The original Fujitsu contract and its termination 

The Fujitsu LSP contract was scheduled to run until December 2014 at a cost of £1,212 million (at 2009- 10 prices). It was originally intended that under the contract Fujitsu would deploy Cerner Millennium to 42 acute trusts, 31 primary care trusts, 13 mental health trusts and 4 ambulance trusts. The Department of Health reports that prior to termination of the contract in May 2008, Fujitsu had deployed Cerner Millennium at eight live sites. The contract termination followed 10 months of negotiations about setting a new baseline for development and deployment plans, and to agree changes to meet the local needs of the NHS. The Department and Fujitsu were unable to agree on price and commercial terms and, when Fujitsu withdrew from negotiations, the NHS terminated the contract. The basis for the contract termination remains in dispute. 
The options considered by the Department for replacing Fujitsu 

The Department has advised us that Fujitsu’s withdrawal from the contract resetting negotiations had not been expected, and consequently no replacement suppliers had been approached at the point of termination. The Department reports, however, that it had given consideration to options for maintaining service at those NHS sites that had gone live as part of the Fujitsu Local Service Provider (LSP) contract, in case the contract renegotiations proved unsuccessful. Four options had been considered to provide continuing LSP services to the South. 
· Undertake a new procurement to identify a new supplier. 
· Contract with BT (the LSP for London). 
· Contract with CSC (the LSP for the North, Midlands and East). 
· Contract with BT (75 per cent) and CSC (25 per cent). 
These options were considered on the basis of the scope of the original Fujitsu LSP contract, as mentioned earlier, but excluding those deployments that had already been delivered. The Department calculated the estimated costs of the deployments still remaining at the time of the termination using the prices in the existing LSP contracts held by BT and CSC, adjusted for risk. This initial appraisal of options was validated by PricewaterhouseCoopers and the Office of Government Commerce, and informed the basis of the decision by Health Ministers and the Chief Secretary to the Treasury to terminate the Fujitsu LSP contract. The Department’s preferred option was for BT to take on the work, but on the basis of a reduced number of sites compared with that originally specified in the Fujitsu LSP contract. 
The scope and price of BT’s contract 

BT made an initial proposal to take on the eight live Fujitsu sites, together with the deployment of 25 RiO systems to mental health trusts, and deployment of Cerner Millennium at 10 new acute trusts. With no other LSP or alternative supplier available to use to compare BT’s costs and because BT was not taking on Fujitsu’s LSP work on a like-for-like basis, the Department commissioned a number of external experts to benchmark the firm’s proposals. This included asking Gartner to verify the overall technical proposal and Ernst and Young to verify the financial models. This benchmarking was also informed by a technical assessment of data centre hosting arrangements undertaken by Deloitte and IBM. The Department has advised us that it determined the cost of the RiO deployments and new acute trust deployments on the basis of the costs of BT’s existing London LSP contract. Following negotiations the Department reduced the number of new acute trust deployments to be delivered by BT from the 10 proposed to four. 
The final price the Department agreed with BT for work at the eight live sites, 25 RiO deployments and four new Cerner Millennium deployments was £546 million. A breakdown of this price can be found at Appendix 1. In the period since BT was contracted to undertake this work, however, the number of former Fujitsu sites at which BT will maintain services has been reduced from eight to seven after one trust withdrew from the Programme. The number of new Cerner Millennium deployments has also reduced from four to three due to one site withdrawing from the Programme. 
The memorandum I have agreed to prepare for the Committee will include more detailed consideration of the Department’s decision to award the contract for the South to BT and the basis upon which the costs of the contract were determined and agreed. This will include an exploration of the additional functionality the Department secured which drove a change in the cost of the new Cerner Millennium deployments from £65 million for four to £69 million for three. It will also consider the cost implications of subsequent changes to the scope of the work to be undertaken by BT under the contract. Mark Davies has advised that he has been in touch with your office to set up a date for him to discuss the planned memorandum with you in more detail.    
AMYAS C E MORSE

Appendix 1 
Breakdown of the £546 million contract awarded to BT under the Southern Programme for IT 
	Cost Area
	Price (£ million)

	Work at 
live sites
	Service management for eight live sites in Fujitsu data centre (July 2009 to March 2010 i.e. prior to transferring the services to the BT data centre)
	35.1a,b

	
	Transfer of seven live sites to a BT data centre
	73.8a

	
	Upgrade of six live sites from Millennium R0 to LC1 enhanced functionality
	16.5

	
	Service management for seven live sites in the BT data centre (April 2010 to October 2015)
	108.9

	
	Orders and results (ordering of radiology diagnoses, X-ray, scans etc and pathology tests such as a blood tests)
	4.9

	
	Hosting of Map of Medicine application, software licenses and service management of the application
	5.5

	
	Other (including TUPE, clinical safety work, integration, resolution of known defects in Millennium Release 0, delivery of data set change notices, provision for contract change notices)
	12.2a

	25 RiO deployments at mental health and community trusts(including service management until October 2015)
	224.3c   

	Four new deployments at acute trusts (including service management until October 2015)
	65.0c

	Total cost
	£546.2




a Includes costs arising from the termination of the Fujitsu contract. 
b These costs were set by Fujitsu and were higher than those in its original LSP contract. The Department is seeking to recover the increase in costs as part of its ongoing dispute with Fujitsu. 
c The Department has told us that these costs were determined on the basis of the costs of BT's existing London LSP contract (contract change notice 2).   
CHRISTINE CONNELLY TO RICHARD BACON – 9 DECEMBER 2010
Dear Mr Bacon

Thank you for your email of 8 December.

The Memorandum of Understanding (MoU) that the Department is currently negotiating with CSC would not make any change to the financial liability the Department would suffer in the event that the supplier is able to deliver a working system and that the NHS Trusts are not able to take deployment on the agreed date. As you would expect (in any contract) if a supplier can provide the contracted service and the user refuses to take it the supplier is entitled to compensation, save for any costs they can mitigate. This is the current contractual position and remains so if we were to sign the MoU. 
The purpose of the MoU is to secure savings against the original contract values in return for a reduced delivery, based on the service to be provided including functionality and deployment volumes and it also sets parameters under which the contract can be reset. This will include increased flexibility of the deployment approach for Trusts and a more modular method of delivery. 
The assessment of Trusts that currently plan to take delivery of a service from CSC is not the Department's view alone but a view from the local NHS via the Strategic Health Authorities in the North, Midlands and East. 
Before any contract change is finalised on the volumes of deployments (which will not be formalised by the MoU) further confirmation of demand will be undertaken. 
I will write to you separately regarding the questions you have raised in the Public Accounts Committee. 

Yours sincerely 
[image: image2.emf]
Christine Connelly

Director General for Informatics

and Chief information Officer for Health  
CHRISTINE CONNELLY TO RICHARD BACON – 24 JANUARY 2011
Richard Bacon MP
Room 537 
Richmond House 
79 Whitehall 
London   

SW1A 2NS 
Re: Contract Negotiation in the National Programme for IT in the NHS 
Dear Mr Bacon, 
Thank you for your email of the 13th January 2011. This letter seeks to respond to the points you have raised in the order you raised them. 
However, I would firstly like to set some context for the actions the Department is currently taking and the Government‘s plans for the longer-term future for NHS IT. 
Ministers are committed to creating an environment which encourages a vibrant supply market that provides choice of high quality systems that meet common and demanding standards, supporting delivery of high quality services for NHS organisations and the patients that they serve. Self-evidently, we do not start that process from a blank sheet and have to operate within the constraints which exist because of the contractual arrangements made under the previous administration, the existing level of maturity of the supply market in health IT, and the reality that the structure of health provision in England will continue to change over time. 
As Secretary of State, Andrew Lansley has looked at the options available and concluded that we should continue substantially to honour our contractual commitments made under the National Programme for IT, but should seek to do so on the basis of modified delivery arrangements to increase flexibility, and a more modular approach, to enable benefits to be delivered sooner. This approach has been reviewed and supported by the Cabinet Office Major Project Review Group. 
Thus the transition to the Government’s longer-term vision for delivery of services will be delivered through a series of milestones over a period of time. Decisions made in the meantime will need to take account of the existing environment, as well as future aspirations.  
Turning now to your questions: 
1. You are right to say that the number of acute Trusts scheduled to receive the Cerner product has been reduced. However this quantitative change needs to be considered in the context of the qualitative, i.e. functional, enhancements and improvements that have also been agreed. Previously, the Cerner Millennium solution was more limited and the delivery approach being taken had led to a number of concerns from the NHS (and indeed the supplier).
The organisation of the NHS in London has changed and is anticipated to change further and even more radically in the future. Thus the NHS need was for a highly configurable, more modular approach to delivery of the product, supported for longer in the deployment and rollout phase. This included the need for additional supplier manpower to support the deployments as well as significant new technical environments and infrastructure to allow the local configurations to be supported. This locally driven approach seeks to support the new health agenda and was supported by the NHS London advisory groups who reviewed and contributed to the revision of the contract to meet their stated needs. 
In respect of RiO, the revised contract, which necessarily accommodated the London PCT re-organisation resulted in one less deployment of RiO for Community Health Trusts from that originally contracted. lt should also be noted, as with Cerner, the revised deal resulted in a number of improvements and enhancements to the RiO solution to be provided by BT. 

You are correct the GP systems will no longer be provided by BT, and these will now be delivered by the GP Systems of Choice (GPSoC) programme. The BT contract did scope out a London Ambulance Solution and this could still be "called down" if required and if funding were made available. However, it was determined by the NHS that there are currently higher priorities and the Ambulance funding was therefore directed towards these. 
2. You ask about the alternate solution being deployed at Imperial. Imperial College Healthcare NHS Trust has indeed recently rolled out a legacy PAS across the whole organisation, but this is a result of the merger of constituent parts of the Trust, namely St Mary's acute Trust and Hammersmith acute Trust. These now operate on a single solution rather than two different solutions as they had when entirely separate organisations. 

The next planned phase, under the BT LSP contract, is to roll out the Cerner Millennium Order Communications system on top ofthe PAS system. This will provide significant benefits to the Trust. The single PAS now deployed makes for an easier Cerner Millennium deployment in the future as St Mary's and the Hammersmith have already cleansed their historical data being migrated to a single, rather from two, different systems. Subsequently, Imperial will rollout the Cerner PAS under the BT contract to replace the single legacy PAS referred to previously. 

This approach was anticipated as part of the revised BT contract (the more flexible approach to delivery mentioned earlier) and there is currently no expectation that Imperial will not take up the full planned Millennium deployment.  

I am currently entirely confident that BT's other commitments will be taken up In London, subject to BT continuing to deliver an acceptable service. NHS London have confirmed at the time of the changes to the contract there was at least the historic level of demand for the services, and I am unaware of any change In that position. 
3. I am afraid you are misinformed about the level of Cerner functionality. Functionality has not been reduced. Indeed the exact opposite is the case, and at the request of the NHS In London, access to the full scope of the Cerner product has been made available for those Trusts where it has or will be deployed to meet their clinical and patient needs. There is currently an agreed programme of activity to upgrade all acute Trusts onto the latest Cerner Millennium software codebase. In fact, all live Trusts in the South will have been upgraded to the latest Cerner Millennium codebase by the end of January 2011. The first of the London acute Trusts is scheduled to complete the code upgrade project by the end of March 2011, and the rollout will continue across London throughout 2011. 
4. It is difficult to comment meaningfully on the financial comparisons you make about the RIO product, since it is not clear what scope, duration or terms apply to Trusts that you say have taken delivery of RIO for between £O.5m and £1m and how, if at all, these compare with the product for which we have contracted. The price paid for RIO in the South was based on pricing In the BT LSP contract, which has been validated through the Departments usual business case approvals processes at the time of change of sub-contractor. 
In respect of the ‘greenfield sites’ In the South of England, I am aware that you have raised a number of queries with the NAO and they are providing a full analysis based on advice and information provided by the Department. I therefore do not feel it would be appropriate for me to comment on this particular Issue until the work of the NAO is completed 

As In the case of RIO, so for locally-commissioned Cerner systems. It is not clear to me what scope, responsibilities, duration or terms apply to the contract in the Wirral but In the South BT provided an updated detailed proposal on the basis outlined above, which was priced at £69m. Similarly to RIO, and as you would expect, this figure was agreed through the usual business case processes, involving the Treasury, and our own and Treasury Ministers. This is also currently being reviewed by the NAO, I understand at your request. 
5. As I believe is widely known, as part of the original contracts, volume commitments were made to CSC (and all other LSPs) to ensure best value for money was obtained. This is balanced by the contractual commitment that payment for product is only made when the product has been deployed and is working. Thus if the supplier fails to deliver, the planned payments are reduced. lf a Trust takes an alternate solution which could have been delivered by the incumbent LSP, then In those circumstances it is appropriate that the supplier is recompensed. This has not occurred In my time as the Director General for Health IT. 
6. The MOU you mention has not been agreed (and therefore not signed at this stage), and I therefore cannot comment on your speculation as to the precise numbers. The volumes we have been discussing with CSC have been based on the advice from the local NHS via the SHAs last year. As I explained in my  earlier response, before any revised contract were signed, we would review and confirm any volume commitments with the local NHS. 
7. l have made no secret of the fact that I regard the history of delivery of Lorenzo to date as very unsatisfactory. Because of this, we have been looking to achieve a more flexible approach to the delivery of the system on the basis that the latest plan from CSC for the delivery of the product, which was accepted last year, is achieved, as well as securing the reduction in contract cost. The Chief Executive of the NHS and the President of CSC are planning to meet to discuss this matter further. lt would be inappropriate for me to make more general comment at this stage that might be detrimental to the Departments negotiating position. 
8. We continue to work with CSC and Morecambe Bay, along with other Trusts where it has been deployed, to address any defects in the Lorenzo system. Where a deployment has not been signed off as meeting the agreed criteria, CSC have not been paid the charges they would have expected to receive. 
9. The removal of exclusivity, and thus the volume commitment, is an option available to the Department where the contractor commits a breach of contract which cannot be remedied in an acceptable way or timescale. This is, correctly, a high threshold, but is an option under constant and current review. 
10. I find the suggestion that the Additional Supply Capability and Capacity (ASCC) Framework makes ‘onerous‘ demands on potential suppliers, and includes ‘untenable terms and conditions’ particularly surprising.  It may be helpful if I explain some basic background here. 

Under the procurement being run via the ASCC framework, more than 60 companies were, in 2008, appointed and so agreed to be bound by its   commercial terms and conditions. The companies appointed ranged across small, medium and large enterprises. The ASCC framework's commercial terms and conditions are based on the Office for Government Commerce's (OGC's) ICT Services Model Agreement and Guidance. The OGC is part of the Efficiency and Reform Group in the Cabinet Office. The Model Agreement and Guidance is recommended best practice.

The business requirements for the Community and Child Health procurement are those agreed jointly by the Trusts taking part. The suppliers who successfully demonstrated their capacity and capability to deliver services relevant to this Community and Child Health business need, by way of being appointed to the ASCC framework, were invited to put forward bids. The suppliers selected will be those who offer the best combination of fit with the Trusts' business needs and the prices they offer. If a supplier cannot meet the needs of the NHS, they will not be selected. 
11. We are actively in the evaluation phase of the procurement for Community and Child Health Trusts and, subject to final approvals, about to start the procurement process in the acute care settings. it would be inappropriate and potentially prejudicial to that process to release sensitive information relating to supplier pricing. However, in terms of value for money, once each of the procurements is complete and full costs are known an investment case will be made for each which will be subject to both DH and HMT reviews specifically on value for money. As you suggest, the NAO may due course take a view about this and other aspects of our procurement programme.  
12. I am happy to consider your request to undertake a specific review of the costs of running the respective systems, and I will discuss further with colleagues in the NHS locally. 
13. We have provided copious information on these matters to the NAO in the course of their latest, and previous value for money studies. I do not think it is appropriate or necessary to provide this information separately to yourself (albeit a member ofthe PAC), particularly as it contains commercial and confidential information, whose public disclosure may be prejudicial to the Departments ongoing negotiations. 
14. I do not feel able to provide the information you have requested, for the reasons explained above. 
15. The contracted costs of the Release 0 Cerner Millennium (the initial phase of delivery) deployment under the Fujitsu contract have been provided to the NAO. My points set out at 13 refer. 
The Fujitsu cost of the interim running between the two contracts.

· The total value of the Short Form Agreement with Fujitsu was £76.7m. The Authority is seeking to recover some of this — and other costs - from Fujitsu via formal arbitration proceedings. 
The cost of the transfer. 
· The total cost of BT data centre commissioning and migration of the 7 remaining Live Sites to the BT data centre was £73.84m 
The running costs till the end of the contract. 
· The total Service Charges payable to BT for acutes between contract signature (March 2009) and the Contract end (October 2015) is £127.15m 
The anticipated annual running costs payable by Trusts after the contract ends. 
· At this stage, I cannot give an accurate answer to this question. The charges payable by an individual trust cost could vary greatly depending on the size of the trust and the scope of the services, where they procure those services from etc. The LSP contracts do provide for a 1 year extension and for a further period of up to 2 years extension during the Termination Period while services are being transferred. 
I trust this has been helpful. 
Yours sincerely 
[image: image3.emf]
Christine Connelly

Director General for Informatics

and Chief information Officer for Health  
Email: Christine.ConneIly@dh.gsi.gov.uk 
CHRISTINE CONNELLY TO RICHARD BACON – 14 APRIL 2011
Richard Bacon MP
Room 537 
Richmond House 
79 Whitehall 
London   

SW1A 2NS 
Dear Mr Bacon 
Thank you for your email of 2 March and I apologise for the delay in my reply. 
I reply to your points and questions in turn below, however, the decision as to whether to enter into contract re-negotiations is one made within the Department, in conjunction with the Accounting Officer and Ministers. It would be inappropriate for any one individual to be able to seek to influence that accountability. Moving to your specific questions; 
Q1. Whether the contract renegotiations with BT and Cerner represented best value for taxpayers' money 
A1. The Department concluded that they did. In my letter of the 24th January, I explained the approach being taken by the Secretary of State to deliver IT services into the NHS in the future. That letter explained, in detail, the due diligence that had been applied across the Programme and Government to ensure value for money. 
Q2. My point about the Cerner product in London was that originally planned deployments of GP systems, a London Ambulance solution and a number of systems in acute trusts were included in the original contract price of £1.2 billion and are not now being delivered. I note that you do not comment on my observation that only about half the original contract will be delivered, but that payments have been reduced by only £112 million. I cannot see how this can be value for money to taxpayers and I note that you do not claim that it is. 
A2. The points concerning the Cerner, GPs and London Ambulance were addressed on page 2, paragraph 1, of my letter dated 24 January 2011. In summary ,it is agreed that the volume of services has reduced, but the range of functionality in the services to the reduced volume, the more modular approach to delivery and the significant additional effort to deploy the services in line with the changing needs of the NHS in London also needs to be taken into account. 
Q3. You say that I am "misinformed" about the level of Cerner functionality, which you say "has not been reduced". I must refer you to page 23 of the June 2006 NAO report in which it is stated that Cerner Millennium was being supplied in four releases, covering the same functionality as the original five IDX releases. This included a Patient Administration System, a GP system, a web based referrer, a pharmacy system, and systems for acute  departments, emergency care and mental health, all to be delivered as an integrated Cerner solution. Much of this has now been dropped, or replaced with cheaper departmental systems such as RIO, but I cannot see that taxpayers have seen an appropriate consequent saving.

A3. Thank you for providing further information to clarify what you meant by ‘the functionality of Cerner Millennium has been cut back drastically’ in your original email. The NAO report that you refer to was written after the Fujitsu LSP contract that replaced IDX with Cerner was signed in the South but before the BT LSP contract that replaced IDX with Cerner was signed in London. The former of these did envisage an integrated Cerner solution that covered each care setting but the latter only provided for Cerner in the Acute care setting. Community and Mental Health care settings were to be serviced by the CSE Servelec RiO product. When the Fujitsu LSP contract was terminated, this model of separate products by care setting was replicated in the South. There has been no material change in the functionality you outline, save for the Web based referrer. It should be noted that whilst Fujitsu said they would develop a Mental Health solution (within the Cerner product), they had failed to do so at the point the contract was terminated. As our previous reply indicated, recently the scope of the Cerner Acute care setting provision has been increased in London by providing access to the full scope of the Cerner product. 
Q4. You acknowledge that the history of delivery of Lorenzo is "very unsatisfactory", a point on which we can certainly agree. My additional point is that there is no good reason to think that the long record of unmet promises, missed deadlines and in some cases outright misrepresentation is about to change. Therefore, I can see no good reason for the Department to persist with supporting the deployment of the Lorenzo system through the contract with CSC. I note that the Chief Executive of the NHS and the President of CSC were scheduled to meet to discuss this matter and I sincerely hope that this does not simply result in further unreliable promises and consequent failures. 
A4. I can confirm Sir David Nicholson, the Chief Executive of the NHS and the President of CSC attended the planned meeting to which you refer. This involved challenging and frank discussions, including the concerns you have raised and resulted in CSC being instructed to present a response to the Authority issues. The details of their replies are currently being considered and evaluated by the Authority. Whilst I cannot comment on the details of these discussions at this point, I can confirm that the Authority is considering all contractual options available to it under the current contract. 
Q5. In relation to the price of the RIO product, I would observe that the systems supplied directly by CSE Servelec seem to be functioning in practice as well as the LSP version, so I cannot see how there is a good reason for the price of the LSP versions to be around ten times as high. As you say, this is likely to be considered by the NAO; In the interim, I should be happy to supply a list of non-NPflT RiO users if that would assist you in making the comparison. My concern about value for money to taxpayers is of course not related to whether the decision was made entirely by your Department or with some involvement by the Treasury.  
A5. The points concerning the price of RiO are fully addressed in paragraph 4 of my letter to you of 24 January 2011. lf you wish to supply comparative data, that reflect the services, including disaster recovery, data centre hosting, service levels and functionality, this may be useful. 
Q6. Since my letter to you there have been further reports that raise doubts over the effectiveness of LSP systems, including: serious under-use of Lorenzo at NHS Bury; a failure to go live with Lorenzo at Pennine Care NHS Trust; and a call for compensation by North Bristol NHS Trust for late delivery of a PAS system. These reports simply add to my concern that you seem to remain committed to the delivery of systems through LSPs that have been shown to be unreliable, subject to serious delays and, even after contract renegotiations, unreasonably expensive. Quite apart from the burden this places on taxpayers at a time of exception stringency in public spending, it is also surely not in the interests of the NHS and its patients. 
A6. The Early Adopter Lorenzo solution deployed at NHS Bury replaced an ` existing iPM solution and is following a phased roll out plan, as agreed by, the local Trust. I cannot comment on the usage within the Trust as this is an issue, quite rightly, which is determined locally. The failure of CSC to meet the Pennine Care NHS Trust planned Go Live date was very disappointing, particularly given the assurances given to the Minister for the Cabinet Office when he and I met with CSC in December.  Following extensive discussions Pennine Care NHS Trust have agreed, with their SHA, that they will no longer deploy Lorenzo and will be considering all available options open to them. However, other Trusts in the North Midlands and East are considering becoming the Early Adopter of Lorenzo Mental Health functionality and this is currently being explored further. North Bristol are one of the Greenfield sites in the South. The Trust has demonstrated a continued commitment to receiving software under the LSP arrangement. If the Trust were entitled to delay deductions, in agreement with the SHA, these would be payable. However, I understand that this is not the case and that North Bristol have confirmed to the press, in response to your letter, that they are not seeking any such compensation.
 I trust this has been helpful. 
Yours sincerely 
[image: image4.emf]
Christine Connelly

Director General for Informatics

and Chief information Officer for Health  
Email: Christine.ConneIly@dh.gsi.gov.uk 
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