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Business Development Committee
1. Introduction & Committee Objectives
The Committee was formed at the 5th September Board meeting. Its objective is to recommend a future target business model, including a new Grant of Approval and annual renewal fee structure, and a new membership contribution policy. A suitable transition plan to the target business model is also to be recommended.

At the initial meeting on 10th October, Dick Emery was elected Committee Chairman.

2. Year 2003 Budget and Cash flow
The agreed 2003 budget, as presented to the September board meeting, is the starting point for future transition. Within this budget, revenue and costs breaking even at £260K, tScheme can sustain the operation of its core approvals function only.
3. Transition approach – Board view
The September board meeting proposed an increasing contribution from approved service providers in any target business model, relative to ongoing membership subscriptions. This is to reflect the fact that approved service providers stand to gain most from the continued operation of tScheme, and therefore they should bear an increasing proportion of the operating costs.
The board also recommended that transition should be achieved through a series of significant year-on-year increases in the annual Grant of Approval renewal fees, rather than through major increases in the fee payable on initial Grant of Approval.

4. Business Model – key assumptions
The Business Development Committee is working to produce a number of key assumptions for the period 2003-2006, which it is important to state and to verify. 
These are currently proposed as follows:

· tScheme minimum target revenue should be set at £300K per annum, to allow sufficient contingency for funding any additional activities identified as vital or for accommodating unforeseen changes in essential costs.

· Assuming a number of new Approvals running at 5 per year from 2002 onwards (including both new services and amended services undergoing re-assessment), and an annual service ‘drop-out’ rate of around 20%, the total number of approved services in the market in 2006 would be 15 to 20. Given current market characteristics, this could well represent the level of market saturation.
· Assuming only a slight increase in initial Grant fees, this would represent an annual income from all new Grants of Approval of around £50K in 2003 growing to £60K in 2006. 

· Renewal fees however would, given the increases proposed in the business model, grow more rapidly over the period, growing from an average per service of £3K in 2003 to £10K in 2006 – therefore producing revenue of around £12K in 2003 (4 service approvals renewed) growing to £160K in 2006 (16 service approvals renewed). 
· However, for a service provider to justify a £10K annual approval renewal fee, the prospective net earnings from the service in the coming year would presumably need to be no less than £100K, which would again presumably require turnover of at least £1M. This suggests that the market for trust services in 2006 will need to be well in excess of £20M, if it is to support the number of services envisaged in business model assumptions. Reliance in the business model on the annual growth in renewal fees therefore assumes a significant rate of growth in the electronic trust services market: without which the annual service ‘drop-out’ rate calculated above would increase to unsustainable levels.

· A corresponding reduction in membership contributions in line with the board’s intentions is also assumed. A reducing full-fee contribution to £5K per annum by 2006 would that year produce £50K, assuming there are 10 full-fee members.
· However, the current contribution of £15K from each of our 12 full-fee members, plus £2K from each of our 5 ‘not-for-profit’ members, must be maintained for 2003 and probably for 2004.

· A decline in membership below 10 members must be avoided, otherwise our company constitution including its elected board structure would be compromised. In any case, such a decline would raise the question of whether tScheme had become sidelined.
5. Market characteristics
The Committee agreed there needs to be a full discussion on the future of the electronic trust services market; with ‘low, medium and high’ business forecasts and associated contingency plans to ensure the financial viability of tScheme.

Other potential revenues such as licensing of tScheme IPR in the form of its Approval Profile criteria and scheme processes were discussed. This remains an objective as a means of growing the market for tScheme approvals, although it is accepted that the costs of promoting tScheme internationally would be very high; and it is uncertain that potential revenues would ever exceed costs. There are often opportunities to promote tScheme to international bodies visiting the UK, and these should continue to be taken. tScheme should also continue to exhibit at key international trade shows using any available government grants to subsidise the cost.

In summary, the Committee feel there is still considerable work to do in the UK and tScheme should therefore focus its primary attention on the home market whilst continuing to monitor international growth prospects. 
6. Major prospects (UK focus)
In line with this renewed focus on UK prospects, and an emerging global emphasis on establishing Identity as a critical factor (not only for certification services), the status of the two Government Guidelines documents (Verification of Identity of Individuals/ Organisations), originally developed jointly by tScheme and CCTA, was raised. 
In 2002 these have been passed back to the Gateway team for future updating, since clearly only the Gateway team can continue to define their specific requirements. 
However, there may currently be a missed opportunity for tScheme to provide help – indeed some form of continued joint ownership of the Gateway certification service acceptance process appears to have been the original vision. Furthermore, other Government departments were felt to be looking for support in the definition of their requirements. All of this could generate significant new revenue.

To develop these opportunities, a number of current projects seem to offer potential. These include, in addition to the Gateway itself, Entitlement Card and Empowerment Model consultations, and the newly-assigned NHS IT project. The whole issue of Identity, far beyond its importance to Registration Authority services, is a major area of current focus. A market requirements review with appropriate Government departments would now be very timely.
7. Mutual Recognition of peer schemes (International growth)
There has been considerable discussion recently within tScheme regarding the scope for ‘mutual recognition’ between peer approval schemes on an international basis. The benefits of this approach would be not only to enhance the value of electronic trust services generally, by increasing user assurance through the introduction of consistent quality standards, but also to grow the value of tScheme approval by establishing it as a common underlying service standard that is accepted internationally. 
Mutual recognition could also be a first step toward international licensing of tScheme IPR as raised in Section 5 above: although in some ways it also postpones this need by ascribing current ‘equivalence’ to other schemes’ criteria and processes.
tScheme certainly appears to have strong leadership potential in stimulating a broad debate on this topic, which at the very least will raise awareness of tScheme as a leading industry player. A December workshop is being planned with DTI to explore the scope for mutual recognition with other European scheme operators.

However, the need for due diligence in recognising other schemes has been raised; and clearly tScheme has to proceed with caution in accepting the equivalence of any other scheme. This cannot be taken at face value.

To this end, tScheme will propose a list of fifteen ‘core precepts’, which will need to be unequivocally endorsed as founding principles by any other scheme before any progress can be made on mutual recognition. This list is currently as follows:

1. Representative of all legitimate stakeholder interests. 

2. Independent, objective assessments. 

3. Transparency on approval criteria. 
4. Transparency in approval process. 

5. Non-discriminatory and open to wide participation (SME, Corporate, Govt, public/private company etc.).
6. Proportionate (e.g. in approvals, sanctions, appeals, assessment criteria, fee structure etc.).
7. Clear public Service Descriptions, that are also assessed and certified accurate. 

8. Services that are fair and reasonable given the scope of the service offered. 

9. Individual Service approval as operated by a supplier - not supplier approval for all services. 

10. User involvement in the creation of best-practice criteria – user interests are paramount and the ultimate benchmark for approval. 

11. Regular renewal requirement – not ‘once for all’ approval. 

12. Independent Accreditation of recognised assessors to internationally accepted standards. 

13. TSP’s signed agreement to maintain the service standards and tScheme-equivalent Code of Conduct. 

14. Appropriate acceptance of existing qualifications & relevant standards already attained. 

15. Approval is granted for intrinsic service quality, and does not endorse any claims regarding inter-working or fitness for purpose. 
Whether any of these founding principles can be seen as ‘negotiable’, in full or in part, remains to be decided. A balance clearly must be struck between maintaining tScheme’s integrity and ensuring its significant market presence.
8. Approvals focus
The current tScheme approvals process is dedicated to PKI digital certification, in which market services are proving slow to develop. It was suggested that a new profile on the use of PIN & Password would open the small business and consumer market, whilst PKI keeps tScheme in the large company and Government department market. 
Similarly, a new Profile on best practice for relying parties was suggested – which could be valuable for large organisations seeking to establish employee rules for reliance on digital certificates. It was further suggested that perhaps this should be made available as ‘freeware’ from tScheme to build the brand and our authority.

However, it was agreed that in the current market tScheme cannot afford to undertake new ventures, unless there is a clear and defined revenue source. The present policy, of only developing new Profiles if prospective service providers agree to fund their development, remains entirely appropriate.

9. Approval monetary value

There is an example of an insurer recently expressing direct interest in tScheme involvement by a TSP, and offering a discount on their insurance premium. This discount proposition now needs to be fully explored, developed and widely publicised as a direct commercial benefit of achieving tScheme approval.

10. Date of next meeting

The next Business Development Committee meeting will be on Thursday 14th November 2002 from 1100 to 1400. As an open Committee, other tScheme Members are encouraged to join and names should be submitted to Stephen Upton as soon as possible.

The November meeting will once again be hosted by The Royal Bank of Scotland, at Drapers Gardens, London EC2.

Prepared by SHU: 17 October
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