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LogicaCMG is a major international force in IT and business services. It employs
around 40,000 people across 41 countries. LogicaCMG's focus is on enabling its
customers to build and maintain leadership positions using LogicaCMG'’s deep
industry knowledge and its track record for successful delivery. The company
provides business consulting, systems integration and IT and business process
outsourcing across diverse markets including telecoms and media, financial
services, energy and utilities, industry, distribution and transport and the public
sector. Headquartered in Europe, LogicaCMG s listed on both the London Stock
Exchange and Euronext (Amsterdam) (LSE:LOG; Euronext:LOG) and traded on
the Xternal List of the Nordic Exchange in Stockholm. More information is
available at www.logicacmg.com
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The Feasibility Study is the output from the second stage of a three
part study. Its objective is to demonstrate that the proposed shared
services data centre will deliver benefits to the partner institutions and
show how these benefits may be scaled up to a wider user base, either
within the higher education sector or beyond.

The report will consider the two options identified for further
consideration within the Outline Business Case Study as follows:

Option C -  Pursue shared service approach between the three
institutions based on either a) use of existing facilities at
one of the universities, b) development of a re-furbished /
new build facility or c) joint procurement of co-located
facilities.

Option D -  Pursue a shared service approach with other potential
partner institutions or other third parties.

We will also evaluate the different shared service delivery models and
the case for partnering between the three particular institutions
involved in the study compared to other potential groupings, e.g. local
partnerships within specific MAN (metropolitan area network) areas
and other groupings of like-minded institutions. The possibilities for
working with specialist data centre (or related service) providers and
potential partners such as JANET (UK) are also considered.

The report also considers the scalability of the shared service and
picks up on the other specific HEFCE requirements for the completion
of this study, namely; the human resource implications of the proposal,
the success factors, risk and mitigations, how learning from the study
can be shared across the HE sector and the equality, diversity and
sustainability impacts of the proposal. The key parameters for
identifying successful collaborations will be identified, based on
considerations such as geography, technology (e.g. server platform),
financial status and priorities, organisational character and mission.
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Our initial investigation has shown that each of the universities would
benefit greatly from new data centre provision which will provide a
sustainable and future-proofed service to their customers.

We have established that the proposal for a shared service data centre
between Sheffield Hallam, Derby and Salford universities is technically
viable, and that these three potential partners have agreed, in principle,
to participate in the pre-implementation phase of this initiative.

Our evaluation of the options, based on the initial financial analysis set
out in the Business Plan and further consultation with the institutions,
suggests that the programme leading to implementation should
proceed. We would recommend that this is based on the development
of a refurbished / new build facility using a company structure limited
initially by guarantee, and later by shares.

The development of a shared service data centre offers the potential to
minimise the environmental impact of the institutions’ data centres over
the longer term and to reduce energy consumption and carbon
emissions. A new facility will also offer the opportunity to take
advantage of renewable energies and supports institutions’
sustainability and environmental policies.

Whilst there is a degree of compatibility between the institutions and it
is apparent that they could successfully work together as partners,
there may be more appropriate groupings that would offer more
synergies and aligned strategic objectives. The individual institutions
will therefore need to decide if they wish to proceed on the basis of the
current consortium, or seek other partners and allow other groupings to
emerge.

We would also recommend that these proposals are reviewed by the
individual university boards and specialist advice sought from legal and
tax advisors prior to implementation.
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The Outline Business Case makes the case for the development of
shared services data centres and recommends two options for further
investigation; Option C: a shared service between the three institutions
involved in the study, and Option D: a shared service between other
groupings of like-minded institutions.

It is recognised that there is no one right grouping of institutions for the
development of shared services and therefore the choice of whether a
partnership between Salford, Derby and Sheffield Hallam is appropriate
must rest with the universities themselves. Following this study, the
universities may decide to continue to work together, or each may
choose to look for and select other partners. This section of the
Feasibility Study will help drive decision-making around the selection of
appropriate partners and offers each institution the opportunity to
consider their involvement in the proposed shared service.

The choice of partners for collaboration will be an important
determinant of success and should be based on an evaluation of the
following factors:

Common Requirements
Convergence of Aspirations
Aligned Strategic Thinking
Geography

Other Practical Considerations

It is important that proposals for the development of shared services
are tested against these criteria to establish the appropriateness of
proposed partners and to identify potential partners with whom services
may be shared.

Common Requirements — The degree to which each institution has a
requirement for the proposed shared service.

Does each university need the service being proposed?
Is involvement in a shared service a priority for each university?
Is there a desire to invest time and money in the service?

What are the alternatives for each university and have they been
considered?
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Convergence of Aspirations — The degree to which each institution
has similar aspirations in respect of:

Common technology platforms and technical standards;

Requirements for high-performance and parallel computing
facilities to support research programmes;

Operational and service standards;
Shape of services to be provided;

Division of activities between the shared service structure and
the institution.

Aligned Strategic Thinking — A shared view on the collaboration
partners and the delivery structure to be used.

Agreement on the partners to be involved in the shared service;

Confidence that the shared service will not affect the
competitive relationship between institutions;

Agreement on the objectives of the shared service including
attitude towards risk and reward,

Agreement on what is an appropriate shared service delivery
structure;

Senior Management acceptance of the partners and delivery
structure.

Geography - The impact of distance between the partners.

Technical feasibility of delivering the shared service across a
distance;

Additional cost impact of partnering between a geographically
dispersed group of institutions;

Overhead associated with managing and governing the shared
service from a distance;

(If relevant) Impact on staff transferred from, or seconded in
from the partners, to deliver the shared service in terms of re-
location, travelling times and associated cost.

Other Practical Considerations

Any existing relationships between institutions that may
facilitate the partnership. Partners are often chosen based on
existing relationships/partnerships which facilitate the
governance and management of the shared service;
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Any limitations in articles of governance of an institution to enter
into, and operate, commercial enterprises;

Whether there is the capacity within each institution to
participate in the operation of the shared service using the
proposed governance model and organisational structure.

By considering each of these factors in turn, it is possible to assess the
appropriateness of a particular grouping of institutions and to establish
whether this represents a viable set of partners for a shared service.

Releasing your potential
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The evaluation of potential shared service partners undertaken in
Section Three is an iterative process and one that requires re-
evaluation once thought has been given to which shared service
delivery structure would be most appropriate to the partnership and for
the services being delivered. This enables a rounded picture of the
shared service proposition and its structure to be considered by each
participating institution.

The Outline Business Case identified a number of potential shared
services structures to be considered for the development of a shared
services data centre. These structures are:

Lead Department — services offered by one university to the
other partners.

Joint Initiative — either as a collaborative venture or through a
company structure.

Outsourced Service - joint procurement and co-location of
services in a 3" party data centre.

Joint Venture — with private sector partner

It also identified a number of factors that would help determine which
structure would be most the applicable for any particular grouping of
organisations wishing to collaborate in a shared services model:

Structure — including commitment of parties involved, setup
costs and administrative burden of supporting structure, exit and
entry arrangements, governance, regulatory frameworks,
decision making and control, identity and scalability.

Financial — including commercial delivery, taxation, profit
creation and distribution, limitation of commercial risk,
transparency of accountability, and shareholding structure.

Employment - including capacity to employ staff and status of
existing institution staff

Legal - including who will be receiving services, transfer of
assets and capacity to enter into commercial contracts.

Operations and Service — Service culture and SLAs, use of the
private sector, flexibility to change scope and functionality of
service.
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The three universities involved in the study reviewed these structures
through the completion of a questionnaire which identified their
preferences and requirements from a shared service delivery structure.

The results from the questionnaire indicate that their combined
preference for a shared service delivery vehicle would be to create a
company, limited either by guarantee or by shares. The factors leading
to this conclusion are:

A preference to transfer the administrative burden of operating a
shared service to the structure delivering it;

A strong preference that entry and exit to the shared service is
well controlled and that contractual responsibilities are clear;

A strong preference that the structure has its own identity;

A preference that the structure could, at some time in the
future, be expanded to encompass other institutions and
partners, delivering services on a commercial basis, reducing
costs for the partner institutions and potentially returning profits
to the universities;

A strong preference that the delivery model limit exposure to
additional risk for the individual universities;

A strong preference that the structure be able to employ staff,
although existing staff should remain as employees of their
respective universities;

A preference that the structure be able to deliver services to the
private sector and enter into contracts;

A preference that the structure lever private sector expertise and
experience;

A strong preference that the delivery model should create and
enforce a service culture with managed SLAs.

However, these preferences should be tempered by the following
potential drawbacks associated with a company model:

The possible blurring of identity of the three institutions within a
company structure;

The additional tax implications of using a company structure;

A potential loss of transparent financial accountability of the
service for the institutions;

A potential requirement to transfer assets to the structure (this
may have additional tax implications).
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The possibility of the shared service being sold on by the
founding members of the structure. This could, at a later date,
result in a loss of control of operations and management.

Whilst these potential drawbacks are important, they can be mitigated
and the financial impact of VAT and other taxation is incorporated and
accounted for within the business plan.

The desire for the universities to create a shared service that can grow
to encompass other organisations and that can deliver the potential for
profit for its founding members suggests that a company limited by
shares would be the most appropriate shared service vehicle to pursue
in the longer term. However, whilst the service is limited to the three
founding members and is not trading commercially, it is recommended
that a company structure limited by guarantee should be created. This
will maximize the opportunities for the shared service to obtain financial
support for implementation, simplify governance and administration
and avoid liability for corporation tax.

A company limited by guarantee will provide a clear legal identity,
giving the shared services company the ability to own property and
assets in its own name. It will also provide a democratic structure, with
the institutions appointing Directors, who are given the responsibility for
creating and implementing policies for the company.

Whilst a company limited by guarantee offers a number of advantages,
it is also likely to preclude part ownership of the company by a private
sector organisation. This may, or may not, be desirable.

Private sector involvement in the ownership of a company would offer
the opportunity to secure capital investment and private sector
expertise but could also lead to a potential loss of control and a new
set of risks for the institutions involved. Also, the identity and kudos of
the shared service as an education run and owned structure may be
diluted, potentially weakening the ability to successfully market to other
HE and FE education institutions.

Whilst involving the private sector is likely to involve significant
challenges, and the business case for private sector partners would
need to be compelling, the potential to involve other education sectors
companies such as JANET(UK) and the local MANs should be
carefully considered.

Excluding the private sector from ownership of the company does not
prevent more traditional client/contractor relationships being put in
place, and private sector partners can still be used to fund, design,
build, implement and manage the shared service as required. It does,
however, ensure control over the company by the institutions involved.
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Over the longer term, the institutions may decide that it is appropriate
for the company to become a trading entity, which will enable services
to be sold and profits to be distributed to shareholders, in which case,
we would recommend that, at this time, the company be converted to a
company limited through shares. This structure would also be required
if a private sector partner were to participate in the ownership of the
company. The figure shown in Annex A illustrates how a shared
services company limited by shares and owned by the three institutions
would be structured and operated.

Releasing your potential
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The proposed grouping of Salford, Derby and Sheffield Hallam
universities has been based on their common requirement for
additional data centre facilities and the availability of HEFCE funding to
evaluate the feasibility of delivering this requirement through a shared
service delivery model.

Each institution has a requirement for additional data centre facilities
and disaster recovery and business continuity provision, but none have
a requirement for high-performance computing. Whilst the specific
requirements of each institution are different all could be met through
the implementation a shared data centre based on a collaborative
shared service.

Sheffield Hallam proposes using the new data centre as a third high-
availability centre integrated to the existing hosting facilities and
providing additional business continuity and disaster recovery
provision. It is likely that Derby will use the new data centre as a
primary facility, with some existing facilities re-developed to provide
business continuity. Salford plan to use the new facility to meet
expansion requirements and to provide business continuity. Over the
longer term, all the institutions will be reviewing their existing provision
and may review the business case for migrating existing facilities to a
new shared service data centre. This, however, is not a short or
medium term objective and in the case of Sheffield Hallam, is not a
realistic option.

All three institutions share a desire to extend the hours of supporting
services (2" and 3" line support) to/towards “24x7”, for which a shared
service offers an obvious cost advantage. It will therefore be important
for the shared service to have the capability to provide these support
services at the appropriate time.

Each institution has shown its commitment and enthusiasm for
participating in a shared service through participation in this study and
all are willing to commit resources to implementation based on a robust
and affordable business case.

The institutions have indicated that funding for implementation will
need to be met by each in different ways. The financing of capital
investment for the shared service will therefore need to be flexible and
reflect the differing availability of capital and approach at each
institution. All three institutions are keen to secure additional grants
and funding streams and will be keen to exploit both repayable and
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non-repayable grants to meet the capital costs of implementing the
shared service.

In Section Three of the Outline Business Case it was established that
the benefits of a shared service model would be lost if each institution
were to pursue their own individual solutions to their existing
operational issues and that the cost of provision is likely to be
considerably higher than pursuing a collaborative approach.

On balance, despite some differences in specific technical
requirements and funding proposals, the overall requirements of the
three institutions are compatible and the design of a new data centre
using modular technology would enable these requirements to be met.
We would therefore consider the requirements of the three institutions
to be compatible and suitable for a shared service partnership.

C )

Whilst the existing technical infrastructures of the three institutions are
different, there are no significant technical barriers to the sharing of
data centre facilities. The three institutions have well-aligned
aspirations for the shared service, all wanting to develop a Tier 2 (see
Annex B for a definition of tiered data centre availability), standards-
based, ecologically sound and high added-value data centre.

The institutions have agreed, in principle, that the following
components of the service could be shared:

Buildings;

M&E (Cooling, power, cabling, plant, DR, fire suppression, flood
detection, security, control bridge, internal communications
infrastructure, etc.);

Pods;
Staff and management;
Standards;

Support, including hardware maintenance and monitoring and
control applications;

Organisation structure;
Benefits (inc. potential profits).

They have also agreed that the following components should be owned
and paid for individually;

IT (racks and servers);
In-rack modular cooling;
Communications infrastructure to institutions;

Releasing your potential
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Business applications.

The institutions also have common objectives in respect of developing
a standards-based facility controlled and operating to tightly defined
and agreed service levels.

Whilst there is general agreement in respect of the shared elements of
the data centre, further discussion will be needed to agree the scope
and level of service to be provided by the shared services company.
This will enable additional services to be provided if required by, and as
appropriate to, each institution. These services potentially include
back-up, archiving, 24/7 support and additional applications monitoring.
The financial model set out in the Business Plan provides a baseline
set of services which can be added to, if financially advantageous, as
the shared service company evolves.

On balance, we consider the aspirations of the three institutions to be
broadly compatible, but the definition and delivery of a layered menu of
services will be complex and will require further consideration during
the pre-implementation phase of the programme.

) ( ("

As mentioned in Section 4.2, the IT Directors at each institution have
completed a questionnaire evaluating their attitudes towards the factors
influencing the selection of shared service delivery structures.

Overall, the attitudes expressed in this questionnaire were broadly
compatible, with each institution sharing common views on sharing the
burden of governance, the need for tightly controlled entry and exit
arrangements, the need for scalability and the commercial drivers that
would define the business case. They also agreed that the structure
chosen would need to minimise additional commercial risk for the
universities and that the shared service as a whole would need have a
light impact on staff relations.

The institutions were keen to ensure that the shared service company
could deliver services to both the Higher and Further Education
sectors, with recognition that expansion to include SMEs and the
private sector would be desirable, albeit without the creation of
additional risk to the institutions and the services provided by the
shared service company.

Board level management involvement in this study has been limited
and each institution will need to satisfy itself, both at operational and
board level, that its strategic thinking is aligned to that of its potential
partner institutions. We would therefore recommend that, following
completion of this study, the three institutions consult fully with their
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Senior Management Team to establish the right “fit” of partner
institutions.

However, for the purposes of this study, we would conclude that the
strategic thinking of the three partner institutions is compatible and
would enable a successful shared service data centre to be
implemented based on a company model.

+ (

The Outline Business Case, in Sections 6.2 and 6.3, explained the
impact of distance on the technical viability of running SAN operation
across a distance noting that “Practical synchronous replication
solutions are affected by latency which increases with the length of the
communications link. Typically 100km is viewed as a maximum
synchronous distance although technology advances can now support
longer spans. Asynchronous replication does not have such a
dependence on latency allowing more flexibility in SAN design”.

The issue of latency should not, therefore, be significant if the shared
service were to be sited in the Sheffield area. By choosing this
location, the distance between each institution and the data centre is
minimised whilst retaining proximity to one of the three institutions.
However, the distance between institutions will have an impact on cost
with typical charges for a dark fibre service from a commercial provider
ranging from around £120K/pa for a 30Km link and £200K/pa for up to
100Km.

An alternative approach would be to use the existing SuperJanet
infrastructure which can currently runs nationally at 10Gb p/s with
some areas now operating at 40Bb p/s. This service is funded by
HEFCE and initial discussions with JANET (UK) indicate that they
would be able to meet the connectively requirements of a shared
service between the three institutions. This approach will, however,
require further exploration during the next stage of the programme to
establish whether there would be significant additional costs or
technical implications associated with use of the SuperJanet
infrastructure. Annex C provides further details of the communications
infrastructure that will be required to support connectivity between the
institutions and the shared service data centre, and how these costs
have been accounted for in the Business Plan.

In addition to the potential costs of communications, there would be
some additional risks incurred when managing a service remotely.
These include loss of visibility of operations and potential failure to
maintain appropriate and close relationships between partner
institutions.

Releasing your potential
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The other main factor to consider is the impact on staff. Whilst the
institutions are proposing to retain existing staff locally and, potentially,
employ additional staff to manage and operate the data centre through
the shared service delivery structure, this may not be practical over the
long term. If existing data centre provision were to be downgraded and
management and/or control overhead transfers to the new structure,
the same number of staff defined in the baseline service option would
no longer be required to manage current operations. This, however, is
not being considered at the present time, as it is proposed that existing
data centre provision will be retained by each institution. The potential
for longer term overall cost reductions will be considered by each
institution within the context of their own future requirements.

Geography will play a major consideration on selecting partners and
should not be underestimated. However, it does not preclude the
partnering of Salford, Sheffield Hallam and Derby universities, although
careful consideration will be needed to assess its impact on the overall
cost benefit of the proposals and the potential of using the SuperJanet
infrastructure to overcome these costs.

The institutions do not currently have existing contractual relationships
between them, although they have worked together on the
development of this study and the preceding Expression of Interest to
HEFCE. They also have close links by virtue of their proximity in the
centre of England and managers at each institution have working
relationships with their peers.

All three institutions have confirmed that they are able to form and
participate in company structures.

Each university has capacity within its IT department to contribute
towards the shared service, although each institution is likely to wish to
approach the potential transfer of staff differently. This may require the
shared service to employ staff directly, depending on the portfolio of
services it delivers to each institution.

).
/

This section of the Feasibility Study has so far considered the
commonality and compatibility of the three institutions involved in this
study. However, to provide a comparator, it is worth considering the
advantages of pursuing Option D, a shared service based on
partnerships between institutions within local MAN groups or with other
like-minded institutions.
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This option offers slight advantages in terms of cost if the SuperJanet
communications infrastructure can be used, but offers major cost
benefits if commercial communications providers are required.
However, as well as direct cost benefits, there are also other good
reasons for considering partnerships with local institutions:

The MAN partnerships will enable institutions to identify,
connect with and understand commonality of requirements
across a wide range of institutions within the MAN. This should
enable institutions to select the most appropriate partners for
developing shared services based on the criteria set out in
Section Three of this report.

Existing relationships with local institutions are likely to be
stronger, and whilst IT directors have close links with their
national peers, this may not be the case for other managers and
staff involved in the creation and operation of the shared
service. Levering existing trust and working relationships can
facilitate implementation of the shared service and enable
barriers to effective working to be broken down more easily than
between strangers.

A number of MANS already operate company structures and it
may be possible to utilise these pre-existing structures to deliver
a shared service.

Local economic drivers may make the development of a shared,
local data centre a priority, for instance, if it is difficult to attract
and retain good IT staff, or if land is particularly scarce within a
particular MAN area.

Staff can be more easily pooled and shared if services are
located in an easy-to-access location situated close to
institutions.

Management of the facility and of the shared service company
will be easier when company directors and their management
teams are close to staff and the data centre.

Whilst these advantages are considerable, institutions may have more
competitive relationships with other institutions in the local area and
therefore may be less willing to enter into a shared service that could
enable competitors to have an impact on operations. There is likely to
be a wide range of types of university within each MAN, with different
institutional priorities, technical needs, and financial imperatives. This
is likely to militate against such as consortium.

To conclude, a number of issues identified in this section need to be
resolved before a final decision can be made by the universities as to
whether this grouping of institutions is appropriate or whether to seek

Releasing your potential
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alternative partners within their local MANS. However, initial findings
point to a broadly compatible fit between the institutions.
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Option C proposes that a shared service approach should be pursued
between the three institutions based on:

Use of existing facilities at one of the universities;
Development of a re-furbished / new build facility;
Joint procurement of a co-located data centre facility.

This section of the Feasibility Study considers the merits of each of
these options and concludes that the most appropriate facility for
implementing a shared service would be through the development of a
new build or refurbished facility in the Sheffield metropolitan area using
an EcoDC design to minimise the carbon footprint of the data centre.

It is assumed that the site of the new facility should be at least 4,000
sgqm to enable current provision to be met, projected expansion needs
catered for, plus the capacity for additional institutions to be added to
the service as required.

1 (

Current accommodation limitations at all of the institutions preclude the
suitability of any of the three campus sites as a potential location for a
shared service data centre. It should be noted that the likely cost of re-
development of existing university will be as, if not more, expensive
than the development of a new facility in a purpose-built or immediately
suitable building.

It is also unlikely that the institutions would be willing to share
accommodation or data centre facilities on an existing campus location
due to the potential loss of control for the remote institutions.
Constraints placed on the development, infrastructure, design and
ongoing running of the operation by the host institution are therefore
likely to preclude this as a viable option.

It is therefore recommended that this option is discounted.

# 2 3 4

The development of a new build data centre in the Sheffield
metropolitan area offers the potential to take advantage of new
construction techniques to design and build an energy-efficient
building. A new site will ensure that there will be power availability
throughout the life of the data centre and provide the shared service
with full control over design and operation of the building.

Releasing your potential
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By purchasing a larger plot of land than will be initially required by the
data centre buildings, there will be the opportunity to use a scalable,
modular design for the buildings and to create opportunity for the use
of renewable energies including solar, wind and geo-thermal power as
well as re-use of waste heat. The opportunities for using renewable
energy are set out in more detail in Section 13.2.

A re-furbished building may preclude the use of renewable energy and
may have some inherent scalability limitations, although this will
depend on the particular site and building. However, when deciding on
a specific location, it is recommended that the universities should
consider both re-furbished and new build options.

5 (2

Whilst the joint procurement of commercial data centre facilities will
incur lower capital costs than developing a new facility, the OPEX costs
will be higher. It is also unlikely to be compatible with the requirement
for the new data centre to integrate with existing facilities to provide
high-availability services including extension of SAN connectivity. This
would require a provider to have an existing facility within the regional
area that has the capacity to host the three institutions’ current and
future data requirements.

It is also unlikely that a third party provider would be able to offer the
benefits associated with EcoDC design, reducing power and cooling
overheads and minimising the carbon footprint associated with
providing data centre service to each institution.

This approach does not offer the institutions any of the advantages
associated with the institutions creating and managing a shared service
facility themselves. The responses to the questionnaire cited in
Section 4.2 indicated that the features of outsourced shared
procurement were not compatible with the institutions’ shared service
objectives, particularly:

Loss of control of operations and less opportunity to introduce
standards and managed SLAsS;

May be limitations on scalability, with expansion limited to
available space within the data centre and dependent on other
customer requirements;

Loss of control over long term costs, particularly in respect of
additional expansion requirements;

Reliance on third party to invest in new infrastructure and
technology;
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Power availability may be limited and will be shared between
customers;

No opportunity for expansion to other institutions;

No potential for revenue generation for the institutions with profit
being retained by the private sector partner;

It is therefore recommended that this option should be discounted.

Releasing your potential
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A full breakdown of the financial costs of implementing a shared
service data centre is included within the spreadsheet accompanying
the Business Plan. The table below provides a summary of the overall
financial impact of the options over a 10 year period based on the
Universities retaining their existing data centres facilities and using the
SuperJanet network to provide connectivity at no additional cost to the

institutions.
Option Adjusted Net
NPV Present
‘000s Value
‘000s
Option A - Do Nothing
(Bring Existing to
Baseline)
£47,291 £45,776
Option B (1) - Pursue
Individual Solutions - New
Build
£60,555 £58,256
Option B (2) - Pursue
Individual Solutions - Co-
location
£51,768 £48,919
Option C (1) - Shared
Service - 3 Institutions -
New Build
£47,579 £46,055
Option C (2) - Shared
Service - 3 Institutions -
Co-location
£46,485 £42,887
Option D - Shared
Services - 3 Institutions
within Local MANs
£47,441 £46,008

10 Year Financial Analysis — Based on Retention of

Risk /

Bias

£1,515

£2,299

£2,848

£1,523

£3,598

£1,433

Annual

Cost

over 10

years
‘000s

£4,729

£6,055

£5,176

£4,757

£4,648

£4,744

Average
Annual
Cost Per
Institution

‘000s

£1,576

£2,018

£1,725

£1,585

£1,549

£1,581

Increase in
Average
Annual
Cost Per
Institution
‘000s

£0

£442

£149

£9

-£26

£5

Current Facilities and use

of SuperJanet Infrastructure

NPV
relative
to Option
A
‘000s

£13,264

£4,477

£287

-£805

£150
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These figures include a number of key assumptions which are set out
in the Business Plan and will need ongoing validation by each
institution during the implementation of the programme. However, it is
apparent that all of the shared services options represent significantly
reduced expenditure compared to each university pursuing
development of its own data centre solution.

8)" " /

Currently the three universities separately and routinely incur a liability
for VAT on the purchase of services, subject to a partial exemption
calculation.

If shared services are provided by a third party, either as a separate
legal entity or one university providing the services to the others, there
is a potential for an additional VAT cost to be created, since the
provider (if a university) would only be able to recover input tax in line
with its partial exemption method and would need to seek to charge the
other university on the irrecoverable VAT as part of the recharge.

As this would be a taxable supply, VAT would be charged on the total
recharged amount, including the irrecoverable VAT. The following
scenarios demonstrate the potential effect of VAT on the service and
show how the total VAT payable is influenced by the way in which
goods and services are procured and delivered. VAT advice to support
this study has been supplied by the University of Salford.

Scenario One

Scenario One shows the traditional model of VAT payable on goods
and services purchased by an institution. The institution pays the
17.5% VAT and can then claim back approximately 5% of this VAT in
line with its partial exemption method.

Scenario Two

Scenario Two demonstrates the potential additional VAT liability that is
incurred through a collaborative venture when an institution delivers

Releasing your potential
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services to other institutions. It highlights that input VAT is incurred
twice, both at the initial purchase of goods and services by the
supplying institution but also at the point of purchase by the participant
institutions. In both instances, VAT will only be recoverable in line
each institutions’ partial exemption calculation.

This scenario shows that the total VAT payable on £100 is likely to be
£136.25

It may be possible to set up the services provided by the supplying
institution as a separate department and argue that the full input VAT
of 17.5% is recoverable as the services supplied by the department are
commercial and full VAT is charged on them. However, this model is
complex and would require ongoing justification and review. It also
does not offer the separation that a shared service company, as
described in Scenario Three, provides.

Scenario Three

Scenario Three shows the impact of VAT in conjunction with an
incorporated company delivering the shared service.

This model assumes that the shared service company is able to
recover input VAT at the full rate of 17.5%. This may then enable a
reduction in the service charge paid by the institutions involved in the
shared service, reducing the overall cost of VAT to £19.53 in each
£100.
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A summary of the VAT implications across these three Scenarios is set
out in the following table:

For the purposes of the development of the Business Case, we have
treated VAT as payable by the institutions in line with Scenario Three
as follows:

Goods and services supplied by the Shared Services Company
will incur VAT liability of 19.5%,

Goods and services procured directly by institutions will incur
liability at 16.8%.

Staff seconded to the Shared Service Company will have the
cost of their secondment included within the Shared Service
charge and will therefore incur a liability of 19.5%. It may be
possible to reduce this liability by each institution supplying staff
to the shared service company at zero cost, reducing the
operating costs of the shared service accordingly. These
reduced costs could then be passed on the institutions though a
reduction in the annual shared service charge.

The cost of staff employed by, and used directly by, institutions
will incur no VAT liability.

As the treatment of VAT is subject to frequent legal change and
challenge, we would recommend that any universities looking further
into setting up shared services would benefit from advice from a
leading Tax Counsel.

0 7

The creation of a new shared service data centre also offers the
opportunity to deliver further financial benefits. Possible sources of
benefits, whilst not included in the Business Case at this time, include
the following:

Legacy System Rationalisation. If the Shared Services technology
model assumes implementation of common shared applications (for
example, network and server monitoring software) there is the potential
to reduce the maintenance costs associated with maintaining multiple
systems.
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Migration from Existing Provision. The institutions currently propose
creating the shared service data centre to supplement existing data
centre services. If a decision were to be made by any of the
institutions to replace their existing provision, and free up this space for
academic/office use, then significant savings may be possible. This
would, however, depend on current provision at the institution, the
requirement for high availability business continuity services and their
position on

In Process Projects. There may be in process projects that should be
re-evaluated in light of the shared service project. If it is determined
that they should be stopped, the remaining cost of those projects can
be categorised as a cost/avoidance benefit.

0 (-

Funding the shared service is likely to be challenging for the three
institutions as they will need to consider both the CAPEX (Capital
Expenditure) and OPEX (Operating Expenditure) costs of implementing
the shared service whilst retaining existing data centre provision at
their individual institutions. The institutions will need to consider the
following factors in determining affordability:

Availability and process for obtaining grants from HEFCE and
other HE funding bodies. For example, JISC Grants for
innovative use of technology, shared services and sustainable
projects.

Availability and process for obtaining grants and concessions
from local authorities and other public sector bodies;

Whether to involve the private sector in shared service structure.
Creating a Joint Venture company with a private sector partner
could secure investment for the initial setup costs, and may offer
access to both technical and shared service expertise, but will
involve some loss of control of the shared service for the
institutions;

Whether increased value can be created through:
o Staff rationalisation;
0 Re-use of existing accommodation;

0 Reducing management overheads and effective
governance;

Procurement of software based on a ‘single site licence’; basis
and rationalisation of support arrangements;
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Evaluation of how the shared services’ running costs would be
allocated to service users, i.e. how to price the service for other
participants.

0 7

The non financial benefits of a shared service data centre have been
set out in Section Three of the Outline Business Case.

In addition, there are a number of further benefits that arise specifically
from the use of a company structure to create a shared service:

Creates a distinct legal entity, making it easier to determine and
management liability and payment issues;

Creates an organisation developed and tailored directly for
delivering data centre services.

Offers a permanent structure for delivering the service;
Gives tight control of business and operations;

Offers strong and clear governance;

Creates an identity for the shared service;

Able to expand to other institutions and partners;
Potential for profit creation;

Separation of commercial risk from institutions to the company,
providing a cushion of limited liability;

Able to enter into contracts directly with private sector;
Has potential to create and enforce service culture.

Enables procurement partners and other institutions to be easily
added / incorporated within the company.
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“Large scale shared services projects will be hard to get off the ground,
due to existing supplier contracts that have not yet expired, sunk cost
investment that has not yet reached end of life and the public sector
procurement process.

If shared services projects, as advocated in the Transformational
Government Implementation Plan, are to be successful quickly, they
need to be flexible, agile and adaptable. The implementation plan
should encourage smaller local initiatives that can grow, sharing more
services over time.”

The shared services model and design of the proposed data centre
being considered in this study are both scalable and will allow
expansion, at the appropriate time, to other institutions and to the wider
public, and potentially, private sectors.

By creating a ‘green’ data centre using the latest technology to reduce
its carbon footprint and ongoing energy costs, the institutions will be
developing a shared service that will attract interest from other
institutions and the wider market. This will facilitate the sale of services
and space to generate profits for the founding members of the shared
service.

The land and buildings used for the data centre will be scaled to enable
significant expansion whilst the modular nature of the individual pods
and supporting systems will allow power and cooling capacity to be
appropriately matched to the IT load rather than requiring overprovision
to allow for growth.

The infrastructure will also be scalable with fire suppression, security,
lighting and control facilities matched to the size of the initial operation,
but with the capacity to be easily expanded as required. The following
table shows how economies of scale can be translated into reduced
costs per institution by scaling up the shared service to include other
institutions and partners.

! David Blundell, chief operating officer, Netstore
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Infrastructure Capacity Power | Incremental Cumulative | Potential CAPEX
CAPEX Cost CAPEX No of per
Cost Institutions | Institution
/ partners / Partner
3 HD pods or 9 Approx 1.2MW | £4.5M £4.5M 3to5 £900k to
LD pods 1,200 HD £1.5m
servers
5 HD pods or 15 | Approx 2.0MW | £3M £7.5M 6t09 £830k to
LD pods 2160 HD £1.25m
servers
10 HD pods or 30 | Approx 4.0MW | £3M £10.5M 12 to 20 £530k to
LD pods 4560 HD £880k
servers

Within this infrastructure, pods can be shared by universities as
required or mini cubes can be used by each university with 6 racks in
each to enable separation of IT infrastructure. Once the equivalent of
10 high density pods have been used, it would be appropriate to create
another set of M&E infrastructure (3 high density pods) and power
(1.2MW) and continue to expand on this basis, spreading the cost
across all partners.

The only other limitations on scalability are land availability and the
increased complexity of managing a large organisation. We would
therefore recommend that shared services data centres should be kept
at a manageable size and involve between approximately 3 and 10
partners.

By choosing a company model for the delivery of the shared service,
the three institutions involved in setting it up can become founding
members of the company, providing them with overall control of the
company and majority voting rights on the Board of Directors. Other
parties who then join the shared service would have some say in its
operation but ultimate control would remain with the founding
members.
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The shared service data centre has been proposed as a high
availability centre to supplement existing provision at the three
universities. This will mean that staff will be retained to manage this
provision and to carry out other activities that are currently part of their
existing positions. Issues with staffing will therefore only arise if current
provision is scaled down or decommissioned.

There may be some opportunities for secondment of university staff to
the shared service company, protecting terms and conditions for staff
and provide security of employment. If the shared service data centre
is to be situated in Sheffield, it may be appropriate to second existing
staff from Sheffield Hallam university to the new shared service entity.
Additional staff could then be taken on through direct employment by
the entity or potentially by voluntary secondment of staff from Salford
and Derby.

Each institution will have a different approach to tackling the staffing
requirements and implications of a shared service data centre.
Differing pressures at each institution will need to be managed
individually and within the wider HR context. It is therefore important
that the shared service company is able to reflect these differences and
that the HR aspects of the programme are managed to ensure
compatibility with each institution’s requirements.

The final decision on how to staff the shared service will be made
during the pre-implementation phases of the programme. Regardless
of how this is done, it will be important to put in place a joint
communications strategy to address staff concerns.

It should be noted that the human resource benefits of using a
company model are as follows

The entity has the capacity to employ staff, and to create its own
terms and conditions of employment;

If the shared service expands and sells services to other
institutions and elsewhere, there are opportunities for staff
development and taking on of additional staff.

If the aim is service improvement and capacity management,
rather than cost reduction, headcounts may not go down.

Disruption and impact on existing staff can be minimised
through the use of secondment from the institutions involved to
the new entity. This will give legal protection to the terms and
conditions of existing staff.
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Despite these benefits, there are also a number of potential difficulties
which will need to be considered:

The secondment model may become difficult to manage over
the longer term, with different staff doing similar jobs on different
terms and conditions as a result of secondment, TUPE and
direct employment by the entity. Resulting harmonisation
pressures may then indirectly increase the cost of the service.

There may be implication on pension provision, both for
employees and the shared service entity.

Should staff be taken on to meet expansion requirements that
fail to materialise, it may be necessary to lay off staff.

Common to other shared service structures, jobs will still need to
be re-designed and staff roles will change.

It is therefore essential that the three institutions take professional HR
and legal advice to advise on employment and management of staff
during the creation and transfer to the shared service structure.
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One of the key outcomes from this study will be to share the learning
from it with the wider HE community to establish how the shared
service data centre model could be used by other groupings of
institutions.  During the study, we have raised many issues and
considerations that may prove useful to other institutions involved in
similar implementations. The financial model provided with the
Business Plan offers a basis for modelling data centre requirements
and validates the financial business case for shared services.

Ultimately, HEFCE will decide how best to disseminate the learning
from this study, whether this be through overall co-ordination of the
many shared service studies currently underway, publishing of
individual Feasibility Studies and Business Plans or through the work of
the HEFCE Shared Service Advisory Board.

LogicaCMG can provide a range of further consultancy services to help
the three institutions involved in the study and to other institutions as
required. These services would build on the learning that we have
acquired from this study and will be tailored activities to meet specific
requirements, enabling the programme to be taken forward into the
pre-implementation phase.
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The following table provides some suggested success criteria for the
programme and recommends how the success of the shared service
could be measured. It is recommended that these criteria are further
developed and refined following consultation with university boards and

staff.
Success Criteria Measurement of Success Criteria
“What it will look like?” “How do we measure it?”
Provides disaster recovery - DR and BC plans can be tested
and business continuity annually and successful completion
arrangements for each reported to Boards
institution
Financially viable and self- - Delivers stated NPV to the institutions
sustaining over the payback period
Meets additional capacity - Institutions meet capacity
requirements for the three requirements over next 10 years.
institutions
Provides potential for - Expands to take on additional

expansion to other institutions provision within 3 years.

Staff are retained and staff - Improved staff retention compared to
relations remain good / are present turnover rates.

enhanced

Creates a successful shared - Company structure operates within
service delivery vehicle legal boundaries without need for

fundamental / unforeseen review in
first three years.

- Company meets financial projections.
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Is operated in a tax efficient
manner

- VAT liabilities are minimized.
- Minimization of liability for other taxes.

- Overall tax burden < 20% of turnover.

Reduces carbon footprint at
each institution

- Data centre CO2 emissions are

reduced by 30% on current baseline
Option A emissions by Year 3.
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We should recognise that not all shared services projects are
successful and that the higher education sector has yet to prove that
shared primary data centre provision between institutions is
achievable.

It is estimated that, in the USA, only 67% of organisations achieved the
level of benefits set out in their shared services business case with the
top five challenges encountered being:

Fundamental lack of awareness/skills in managing change to
shared services

Lack of clear leadership support/ commitment to change

Maintaining or improving services levels/meeting user
expectations

Establishing an effective governance structure

Lack of cooperation between departments/difficulty building
consensus.’

Bearing this in mind, we need to take a robust approach to risk
throughout the development of the Business Case, Feasibility Study
and Business Plan and onwards into the pre-implementation and
implementation phases of the initiative.

The financial model developed and included within the Business Plan
includes provision for risk and contingency and attention is drawn to
potential risks and drawbacks throughout this study. These identified
risks are highlighted in Annex D and this register will need updating
throughout implementation of the programme to reflect additional
emerging risks and changes to the status and impact of the existing
risks.

2 Success Through Shared Services — From Back Office Functions to Strategic Drivers — A.T. Kearney — 2004
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It is important to consider the equality and diversity impacts of a shared
service during the design of the programme and subsequent delivery of
services. It is also important to assess and minimise the impact that a
new facility will have on the physical environment.

' i

A shared service organisation will need to address the HR implications
set out in Section 9 of this report and ensure that it provides an
accessible working environment for both staff and visitors. This should

include siting the data centre close to public transport links and
meeting building accessibility standards.

To ensure a full evaluation of the proposed shared service data centre
prior to implementation, it is recommended that a full Equality Impact
Assessment (EIA) is completed during the pre-implementation phase of
the programme. This will enable the shared service company to
develop and implement equality and diversity policies that are
consistent with those of the founding institutions.

The EIA process should cover the following areas of potential
inequality:

Race and ethnicity

Disability

Gender

Age

Sexuality

Religion/belief

HEFCE provides a toolkit to help institutions complete this activity and
are committed to supporting the evaluation of initiatives in respect of
their equalities impact:

“We are keen to support the higher education sector in meeting that
challenge. Following our guidance on monitoring for equality and
diversity (HEFCE 2004/14), we have produced this guide on equality
impact assessment for equality and diversity. It aims to show not only
how impact assessments can be carried out in the higher education
context, but also how such assessments can improve mechanisms for
policy review and for embedding equality and diversity into all the
institution’s activities.
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Although this guidance is primarily a toolkit for equality practitioners,
we believe it will help higher education staff at all levels to understand
the benefits of conducting impact assessments — and using the results
to help people fulfil their potential and to maximise resources.”

The full toolkit is available on the HEFCE website at
http://www.hefce.ac.uk/pubs/hefce/2004/04 37/.

The EcoDC approach will allow for creation of a substantially more
sustainable data centre then any of the three universities have at
present. Reducing the carbon footprint through lower CO, emissions
and reduced energy consumption will be key to creating a more
environmentally friendly and sustainable facility.

The table below shows the potential carbon reductions that could be
made by migrating existing facilities to a shared service data centre,
using EcoDC principles.

Data Centre Option Carbon Impact | Total energy used
over 10 years | over 10 years

Existing onsite data 25.9k tonnes 225m kWhr
centre facilities are used.

New data centres are 18.5k tonnes 161m kwWhr
developed individually by
institutions outside of a

shared service structure.

Develop a new shared 13.5k tonnes 118m kWhr
service data centre.

Co-location options have not been included within this table as the
carbon footprint and power consumption of the facility will not be
transparent to the institutions and are wholly dependant on the design
and operation of the facility being used. It is, however, unlikely that
many co-location facilities will offer significant carbon reductions.

Whilst these potential reductions in the carbon impact of institutions’
data centre facilities do not take into account the additional carbon
impact associated with the build of a new data centre, these reductions

8 http://lwww.hefce.ac.uk/pubs/hefce/2004/04_37/#contents
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demonstrate that by implementing a new shared service data centre
and transferring existing provision to it, the carbon footprint associated
with operating institutions’ data centre services could be almost halved.

As well as using an EcoDC approach to design, the implementation of
a new data centre will also allow the institutions to minimise the
ongoing carbon footprint of the facility, either through the use of
renewable energy or by taking advantage of ‘green’ tariffs available
from the major energy retailers.

The universities should consider the practical benefits associated with
renewable energy particularly considering wind and solar power:

Wind Power. Small wind turbines generate clean and
renewable energy with no harmful emissions. For example, two
85m-high wind turbines, with a combined capacity of 3.6MW wiill
generate around 7 million kWh of clean electricity every year.
The energy used in manufacturing and erecting a wind turbine
is paid back in 3-6 months of operation, and the turbines will
generate for 30 years. The CAPEX costs of purchasing and
installing wind turbines can be met by the private sector, which
will then supply energy generated by the turbine at a
significantly reduced rate.

Solar Power. The use of photovoltaic cells creates clean,
renewable energy on a scalable and cost-effective basis. There
are a range of suppliers and technologies available and grants
are available to reduce CAPEX. An example of effective use of
solar power in the HE sector is at Manchester University where
photovoltaic cells are saving around 18 tonnes of CO2 a year.
Nearly 200 panels have been installed on the roof of the
humanities building in Bridgeford Street, with a peak output of
41kWp and an annual output of 31,000kWh. 50% of the
CAPEX costs associated with this project were met by the
Department for Business, Enterprise and Regulatory Reform.

Other green technologies including the use of ground heat (geo-
thermal) and hydrogen fuel cells may also be considered as grant
funding is often available to support the CAPEX associated with these
technologies. A good source of further information relating to the use
of renewable energy can be found on the Energy Saving Trust website
at http://www.energysavingtrust.org.uk.

Use of renewable energy sources will also support the institutions’
sustainability and environmental policies, and will support compliance
with ISO 14000 environmental management standards.
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The choice of structure for the shared service will determine how it will
be governed and managed. In the case of the company model, these
arrangements will be dictated partly by law and partly by the way in
which the institutions wish to manage the company. The company will
be legally governed by the following main documents, the
Memorandum and Articles of Association and additionally, in the case
of a company limited by shares, the Shareholders Agreement.

There are a number of decisions that will need to be made during the
pre-implementation phase and before the shared services company is
set up, in particular:

The percentage shareholding of each partner institution;

The different type of shares to be issued and the impact these
will have on the payment of dividends;

The way in which the company will be managed and governed,
see sub-section below;

Directors’ rules and legal requirements for directors;

Corporate governance considerations, addressing propriety of
corporate arrangements and minimising conflicts of interest. ;

Policies on the payment of dividends;

Management and ownership of Intellectual Property Rights;
Legal documents governing the company;

Role of the business plan;

Managing minority shareholdings;

Dealing with potential disagreements and decision-making;
Strategies and control for the shareholders to exit the company.

Each institution will need to seek legal and financial advice on the
formation and management of the shared services company and
satisfy themselves that the proposed structure will meet their
requirements, will deliver the benefits they are seeking and offer
appropriate financial security.
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Governance arrangements will allow the institutions to control and
direct the shared service data centre capability. Effective governance
will enable the institutions to:

Align the shared service data centre capability with their own
specific storage, applications and business strategies

Measure the performance of, and standards used in, the shared
service data centre through the controlled and appropriate use
of KPIs, balanced scorecards, quality control and service level
management

Provide the necessary resources needed to implement and
operate the shared service data centre;

Evaluate the retained data centre functions to assess their
readiness for incorporation within the shared service and enable
these retained functions to operate in a shared services
environment.

It is likely that the company will provide equal representation of each
institution on the board and equal voting rights. The institutions should
decide how to handle conflict and be aware that any two of the three
institutions will, combined, have control of the company.

As part of the pre-implementation phase of the programme, the
institutions will need to create a board of directors for the company and
decide:

Whether the board will be actively involved in the management
of the company or whether this role will be delegated to an
executive management committee;

What matters will be decided by the board rather than delegated
to the executive management committee;

The number of directors that each shareholder can appoint to
the board, together with any particular voting rights;

Whether the board can appoint additional company directors;

Whether the board should contain independent non-executive
directors;

The frequency of board meetings;

Whether directors can appoint alternate directors to vote in
his/her absence;

How the chairman’s role will be fulfilled.
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Whilst there will be a pressure to for the shared service to generate
revenue and to offset and reduce OPEX costs for the institutions, it is
recommended that the company does not expand too quickly but
allows the data centre to become established before offering services
to other institutions and the wider market. This will enable the board to
focus on getting the data centre performing effectively and establishing
the governance and day to day running of the company before
expansion.

It is proposed that the three institutions who have founded the
company would become founding members and those who join
subsequently would become non-founding members. Such institutions
would be granted minority shareholding, with control over the strategic
direction and day to day management remaining with the three
founding institutions.

(

The exit arrangements put in place before implementation of the
shared service company should enable each institution to realise and
protect their investment if the company fails to meet objectives or if the
other institutions fail to perform in accordance with agreed objectives.
They will also need to provide an orderly and managed mechanism for
institutions to leave the shared service after an agreed period of time.

The agreement on provisions governing exit is likely to be one of the
more difficult issues to resolve and should consider the financial
implication of exit upon the remaining institutions and how the value of
shares of each institution are calculated. These provisions will be
mapped out within the company’s Articles of Association and
Shareholder’'s Agreement and must include:

What will happen to any assets or shared assets contributed to
the company by the institution leaving;

How the value of shares will be determined and what process
will be used to approve new shareholders;

What will happen to any loans, guarantees or indemnities
provided to the company by the institution leaving;

What will happen to staff seconded into the company by the
institution leaving

There are a number of ways in which the institutions can exert control
over exit arrangements. These include defining a lock-in period during
which the institutions are unable to leave the company, probably
covering the payback period for repayment of CAPEX set out in the
Business Case. Other controls include the definition of mandatory
notice periods, approval to leave only when approved by the board and
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pre-emption rights for the sale of shares, whereby the remaining
institutions have automatic rights to purchase the shares of the
institution leaving.

It should be noted that the rules governing exit from the company are
likely to be different for founding and non-founding members.

As well as planned exit from the company, there may be a requirement
for one or more institutions to leave the company due to material
breach of the shareholder's agreement or possible default on any
subsidiary contracts, or for the company to be wound up.

The issues raised here will need careful consideration and agreement
between institutions during the pre-implementation phase and each
institution is advised to seek its own legal counsel to advise on these
matters.
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This study explores the main issues associated with the creation of a
shared service data centre between universities and recommends that
the three universities involved in the study should proceed into a pre-
implementation phase of the proposed shared service data centre
programme.

There remain a significant number of issues that will need to be
resolved during both the pre-implementation and subsequent
implementation phases of the programme. Time to consider and
resolve these issues has been included in the outline programme plan
contained within the Business Plan.

() /

Consultation with the governing bodies of each institution will need to
be undertaken and agreement to proceed with the pre-implementation
phase will need to be obtained.

(0 ( /

The institutions will need to consider what funding is available to
support implementation. This is likely to be in the form of a HEFCE
grant to help meet the initial costs of implementing the shared service,
but could also comprise of grants or loans from other government
departments, the EU and other European awarding bodies, local
authorities, other institutions and research bodies. The commitment to
the development of a low carbon data centre, with potential for ongoing
use of green energy would help to lever additional support, publicity
and funding.

Consideration will also need to be given as to whether to seek funding
from the private sector. The development of a partnership with private
sector partners would potentially enable PFI credits to be obtained,
through the creation of a Joint Venture Company. The advantages of
this model are:

Capital investment may be provided by the private sector
partner;

Private sector expertise can be built in to the company structure;
Private sector may be able to embed processes and standards;

However, there are also a number of disadvantages that may make
partnering with the private sector less attractive. These include:
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Potential loss of control of the company and strategic direction
by the institutions;

Focus on profit rather than service delivery;
Potential negative associations and implications for staff;

Ultimately, the choice and use of both grants and private sector funding
will be determined by affordability. However, in both cases, the use of
any third party funding has the potential to place constraints on the
potential development and expansion of the shared service and should
therefore be considered carefully before proceeding.

As part of the pre-implementation phase of the programme, it will be
important to develop a communications and consultation strategy. This
process is consistent with the stakeholder management activities and
outcomes identified in the Managing Successful Programmes
framework. It will identify the stakeholders involved in, or affected by,
the programme and will enable the development of a stakeholder
management plan. Once the review of stakeholders has been
completed, a Communications Plan will then need to be developed.

The Communications Plan will identify why, how and when stakeholder
communications will take place and the channels by which these will be
carried out. In this particular programme, there will be three particular
stakeholder groups who will need careful consideration:

IT Staff at each institution. ~ Whilst the institutions have indicated that
the shared service data centre will have a light impact on existing staff
and that the data centre will supplement existing data centre capability,
it is inevitable that staff will be concerned about their role in the new
company and the risks and opportunities facing them. Regular,
consistent and accurate information must therefore be made available
to potentially affected staff throughout the programme.

Governing Bodies. Agreement to proceed in principle and between
programme phases will need to be obtained from each institutions’
governing body. Their understanding of the benefits of the programme
and ongoing confidence that plans are progressing within time and
budget will therefore be critical to obtaining ongoing authorisation to
proceed.

Finance Directors . Finance Directors at each institution will have an
interest in reducing the cost of operations and will therefore need to
have confidence that the proposals for a shared service data centre
represent best value for money for the institution and that the capital
investment in the programme will be money well spent.
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The costs of transitioning existing services to a shared service have not
been included within the current financial model. To accurately
estimate these costs, each university will need to commission a
detailed applications audit (the cost of such an audit has been included
in the model) to look at the type of applications being used, their
strategic and operational use within each institution, their position
within the applications lifecycle and their suitability for transition to new
high density servers. This will enable a transition plan to be developed
and transition costs to be estimated.

It is recommended that these audit activities be undertaken early in the
pre-implementation phase of the programme to reduce the financial
uncertainty of the business case.

( % (

A mechanism for sharing costs and establishing pricing for services
within a shared service environment will need to be considered during
the pre-implementation phase of the programme.

Each institution may wish to fund CAPEX differently and therefore
arranging and managing financial aspects of the initial implementation
is likely to be complex. Itis recommended that each institution consult
with their Finance Departments to agree appropriate mechanisms for
meeting the costs of the shared service. Arrangements will also need
to be put in place to manage the finances of the shared service
company, these will need to consider CAPEX, OPEX and cashflow as
well as examining the wide of financing options that will be available.

As well as managing its expenditure, the shared service will need to
determine how to price its services both for founding members of the
company and, when the company begins to trade, for minority
shareholders. This is likely to be based on a fee-for service model
which will cover full cost recovery of both direct plus indirect costs plus
an element of profit.

/ ( -
The institutions have yet to identify a specific programme manager to
run the programme.
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The development of the shared service data centre will require the use
of advisors to support the institutions. The selection of advisors will be
important in determining the success of the shared service. It is
recommended that, as part of the programme, the institutions should
appoint the following advisors:

Lead Advisor. A lead adviser with experience of developing
shared services should play the principal part in structuring the
whole implementation process, and may also provide
programme and project management support. It is unlikely that
the universities will have this resource internally.

Commercial and financial. The institutions will benefit from
advisors who can advise on the commercial aspects of setting
up and running a company, advising how to structure its
requirements to give the best scope for achieving value for
money. They will also be able to give specific advice on issues
such as VAT, other taxation, risk transfer, pricing structure,
programme finance and evaluating value for money. The
universities may have this expertise in-house but are likely to
need to supplement this with specialist advice and guidance.

Human Resources. Although the institutions believe that there
will be a light impact on existing staff, it is important that the
human resource aspects of the implementation are fully
considered. It is likely that the universities will have these
resources in-house.

Legal. The institutions will be creating a legal entity and
committing to play a part in operating this entity for a
considerable period. Although their initial role will be small,
early involvement will ensure that they will have a sound
understanding of the institution's requirements by the time they
need to influence the details of the developing agreement. The
universities may have this expertise in-house but are likely to
need to supplement this with specialist advice and guidance.

Technical. Specialists in data centre design and architecture
will be needed to create a detailed design of the new facility and
IT migration expertise will be required to enable the institutions
to effectively migrate systems and data to the new environment.
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The Uptime Institute’s Tier Performance Standards are an objective
basis for comparing the capabilities of a particular design topology
against others or to compare groups of sites. Further information on
data centre design standards can be found on the Uptime Institute’s
website at www.uptimeinstitute.org.

Tier 1 - Basic: 99.671% Availability

Susceptible to disruptions from both planned and unplanned
activity

Single path for power and cooling distribution, no redundant
components (N)

May or may not have a raised floor, UPS, or generator
Takes 3 months to implement
Annual downtime of 28.8 hours

Must be shut down completely for perform preventive
maintenance

Tier 2 - Redundant Components: 99.741% Availability

Less susceptible to disruption from both planned and unplanned
activity

Single path for power and cooling disruption, includes redundant
components (N+1)

Includes raised floor, UPS and generator
Takes 3 to 6 months to implement
Annual downtime of 22.0 hours

Maintenance of power path and other parts of the infrastructure
require a processing shutdown.

Tier 3 - Concurrently Maintainable: 99.982% Availab ility

Enables planned activity without disrupting computer hardware
operation, but unplanned events will still cause disruption

Multiple power and cooling distribution paths but with only one
path active, includes redundant components (N+1)
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Takes 15 to 20 months to implement
Annual downtime of 1.6 hours

Includes raised floor and sufficient capacity and distribution to
carry load on one path while performing maintenance on the
other.

Tier 4 - Fault Tolerant: 99.995% Availability

Planned activity does not disrupt critical load and data centre
can sustain at least one worst-case unplanned event with no
critical load impact

Multiple active power and cooling distribution paths, includes
redundant components (2 (N+1), i.e. 2 UPS each with N+1
redundancy)

Takes 15 to 20 months to implement
Annual downtime of 0.4 hours
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Initial discussions with the institutions, during the development of the
Outline Business Case, indicated that synchronous connectivity
between a new shared service data centre and the universities’ existing
facilities may be required to provide full business continuity for
applications and SAN replication. Where synchronous connectivity is
needed, a high bandwidth link will be required and this will have a
significant impact on the financial viability of the venture. We have
suggested that this level of connectively may be achieved using either
commercial dark fibre connections or through subsidised use of the
SuperJanet network and have included costing for both approaches in
the Business Plan. Both of these approaches enable links to be
broken down into 1Gb channels as required.

The use of commercial dark fibre (using, for example, BT as a service
provider) is illustrated in the diagram below.

Commercial Dark Fibre Connectivity

This diagram demonstrates that the Universities would need to
commission dark fibre links between the institutions and the shared
service data centre. These links would incur both CAPEX and OPEX
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and the component elements of these costs included in the Business
Plan are marked in blue.

An alternative model assumes that connectivity could be provided by
SuperJanet and that the cost of this would be met by HEFCE funding
direct to JANET (UK). The diagram below shows that the costs of
connectivity could be limited to providing connectivity at the institutions
to their local MAN point of presence and from the shared service data
centre to the nearest available JANET (UK) point of presence. Costed
elements included the Business Plan are, again, marked in blue.

SuperJanet Connectivity

Further investigation will be required to establish the viability of using
SuperJanet to provide high bandwidth connectivity during the next pre-
implementation phase of the project. It will also be necessary to
establish whether synchronous connectivity is required by all
institutions, or whether non-synchronous connectivity, and the
associated lower bandwidth requirements and costs, would be able to
meet requirements over the longer term.
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Risk | Risk Description Containment & Contingency Plan | Likelihood &

No Impact

1 One of the institutions decides not to Institutions to pursue L-H
proceed to the implementation phase. programme within individual I—H

MANS.
HEFCE advice to be sought.

2 The shared service proves Re-consider costs and see L-M
unaffordable. where savings can be made. I—H

3 The overall business case Optimism bias has been L-L
underestimates costs. applied to the Business Case I—H

to establish estimates to
minimise risk.

Further financial analysis and
testing of assumptions to be
completed regularly during pre-
implementation phase to
provide assurance. Particular
attention should be paid to the
costs of servers and transition.

4 Cost of purchasing land/buildings is Smaller plot of land would be L-L
higher than anticipated. considered. [—H

Building costs could potential
be lowered through the use of
temporary structures.

5 Institutions cannot agree on legal Institutions to pursue L-M
structure and composition of programme within individual [—M
company. MANSs.

HEFCE advice to be sought.

6 Consultation with staff exposes deep Consultation and L-M
animosity towards shared service Communications strategy to be | | _
concept. put in place early in next stage.

Staff views to be sought early
in programme and staff
involved in planning.

7 Unable to secure additional/current Staff terms and conditions to L-L
staff to work in new facility be considered and staff I—H

incentivised to join new
company.

8 Unable to find suitable land or Re-consider options outside L-L
buildings for shared service in the Sheffield MAN area. I —L/M
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Sheffield area

Potential use of existing JANET
connection may make location
less of a financial
consideration.

9 The shared service suffers from
significant operational
underperformance against SLAs.

Company to include SLAs in
operational arrangements.

Industry best practise and
standards to be adopted.

L-L
I-M
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