	
	PART I

(OPEN TO THE PUBLIC)
	ITEM NO.4


	REPORT OF: The Assistant Director (Procurement)



	TO:     Lead Member Customer and Support Services 

ON:   Monday 8 January 2007



	TITLE:   VARIATION TO THE MOBILE PHONE CONTRACT AND UTILISATION OF THE OGC BUYING SOLUTIONS "CATALIST” FRAMEWORK AGREEMENT


	RECOMMENDATIONS :

The Lead Member is requested to:- 

Approve the variation to the original agreement entered into with 02  (UK) Ltd dated 15th September 2004 for the remainder of the contract period i.e. to 30th June 2007 and commit to using 02 (UK) Ltd as our mobile phone provider for the period 1st July 2007 to 30th June 2009 inclusive in accordance with the rates and conditions negotiated by the OGC, estimated to cost £297,444.



	EXECUTIVE SUMMARY:

The current contract arrangement with 02 (UK) Ltd covers the period 1st July 2004 to 30th June 2007.  The tender exercise conducted in early 2004 identified a potential saving on 2,217 handsets of £383,000 over a 3 year term.

The current number of handsets connected to the 02 network now totals 3,100 and the financial details identified later in the report reflect an assumption of that number being maintained over the next 30 months. 

Several discussions have been held with 02 (UK) Ltd, with a view to driving down our mobile phone costs, and a considerable reduction in monthly rental and call charges involving all four major network providers achieved by the OGC (Office of Government Commerce) Buying Solutions organisation earlier this year, identified an opportunity to challenge our contracted rates.

A commitment to continue a contractual relationship with 02 (UK) Ltd. to 30th June 2009, provides a seamless transition from the existing Salford City Council contract to the OGC BS framework arrangement and, as such, will not involve any early termination charges.  A "hidden" saving also results from obviating the need to allocate considerable resource time to tendering procedures.



	BACKGROUND DOCUMENTS:      02 proposal – savings estimate

                                                         Contract variation agreement.

.



(Available for public inspection)



	ASSESSMENT OF RISK :




Tendering procedures using only the four major network providers listed on the OGC BS Framework Agreement may result in a cheaper bid from one of 02's competitors; however, any consideration to appoint an alternative provider would involve over £99,000 termination charges and would almost certainly negate any identified savings.



	SOURCES OF FUNDING:
Revenue budgets



	COMMENTS OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES (or his representative)



	 LEGAL IMPLICATIONS
	Provided by :
	N/A

	FINANCIAL IMPLICATIONS
	Provided by :
	N/A

	PROPERTY (if applicable): N/A

	HUMAN RESOURCES (if applicable): 

The extensive use of mobile handsets increases the safety, efficiency and cost effectiveness of staff who are required to travel within and beyond the boundaries of the City of Salford.



	ICT Steering Group advice obtained

Discussions are on-going with 02 (UK) Ltd. and ICT Services with a view to installing "Mobex" equipment which will enable re-routing of mobile/land line calls and produce lower invoices from British Telecom.



	CONTACT OFFICERS:
Terry Harrisson, Procurement Manager 0161 793 3220



	WARD(S) TO WHICH REPORT RELATE(S) :
All



	KEY COUNCIL POLICIES :      
Procurement policies and best value




	DETAILS

Background

The Procurement function assumed the management and on-going monitoring responsibility for mobile phones from ICT Services in March 2001; since that time the number of handsets issued to staff has increased from approximately 900 to a current level of 3,100.

Application for the issue of a handset is heavily regulated and requires countersignature on the request form by the applicant's line manager and section head.  This ensures that full justification exists for new connections and also prevents any unnecessary expenditure on supernumerary equipment. 

Although we anticipate that the number of handsets required will continue to increase it is likely that the rate of increase will subside.  The current contract arrangement incorporates a condition that for every new connection to the 02 network, an £85.00 cashback payment applies, and these are claimed every 6 months or so. 

The decision to negotiate a variation to the Salford contract for the last six months of the contracted period, was taken as a result of the revised rental and call charges agreed by OGC BS with the four network providers listed under the Framework Agreement.

Financial implications 

-
The OGC BS rental charges have reduced from £5.00 per month to £2.25 per month per handset.   Due to the large number of handsets currently connected to 02's network, this £2.25 charge also takes advantage of an inclusive £1.50 call allowance which effectively reduces the monthly rental cost to only £0.75.  

-
The monthly cost of using an XDA will remain unchanged at £10.00.  Currently only 150 XDA's are in use.  

-
Call charges will generally reduce by 1p per minute and 02 mobiles to other mobile networks will reduce from 16 pence to 12 pence per minute (both peak and off-peak times). 

-
Although the £85.00 cashback facility will disappear, we will benefit from a £50.00 credit for all re-connections in July 2007 and new connections; however this will be off-set against the cost of a new handset; a basic Nokia 2610 handset which should be sufficient for the majority of staff, currently costs £66.00.


The following calculations take account of the £16.00 differential, and an assumption is made that all 2,950 handsets will be replaced over the next 2½ years:-


02 OGC Proposal
02 SCC Contract

Monthly rental

2,950 handsets x £2.25 
£6,637.50
x £5.00 
£14,750

   150 XDA's      x £10.00
£1,500.00
x £10.00
£
1,500


£8,137.50

£16,250 

x 30 months
________

_______


£244,125

£487,500

Less call inclusive cost


£1.50 x 3,100 x 30 =
£139,500

_______


£104,625

£487,500

Call charges over a 30 month period 

(assuming a constant usage of 243,000 minutes per month) 



£371,219

£474,453

Less:  Additional benefits 


     - “Mobex” telephone link to be provided by 02 

              free of charge (landline to mobile traffic) 

 
                                       £   3,000

-

           - re-connection credits in July 2007 


3,100 x £50.00               £155,000 


     - In the event of an assumed 20 new connections per month, the following

             benefits would apply:-  (20 x 30 = 600) 

600 x £50.00 credit 
£30,000
600 x £85.00 cashback 
£51,000

(Less £16.00 nett cost of

   new handset) 
-  £  9,600

______


£20,400

£51,000

Summary of total costs

Monthly charges
£104,625

£487,500

Call charges
£371,219

£474,453


£475,844

£961,953

Less benefits
£158,000

_______
Tariff costs over

  contract period 
£317,844

£961,953

New connection 

credits/benefits 
£20,400

£51,000
Net total costs


  over contract period 
£297,444

£910,953

Conclusion 

In addition to the perceived total financial benefit to Salford City Council of £613,509 over the 30 month period commencing 1st January 2007, hidden savings will be achieved by virtue of considerable resource time not having to be employed in undertaking a major tendering and evaluation exercise.  Also, the fact that we will not be changing the network provider, means that no early termination charges will apply.  It should be noted that in the event of changing the network provider with effect from 1st July 2007, the number of recent connections would incur a total termination charge of £99,476. 

It is anticipated that adoption of these new rates will reduce expenditure during the last three months of this financial year by approximately £46,800, and a total of £613,509 over the 30 month period to 30 June 2009.





