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ACCEPTANCE PROCEDURE 

To be read in conjunction with the Pathway Acceptance Paper 
dated 9 November 1998. 

Acceptance of NR2 is measured by the successful completion of the 24 Acceptance 
Specifications, with no other criteria. 

This means: 

a) • Acceptance Specifications must all be signed off by 18 x̀' December 1998. 

b) Once signed off an Acceptance Specification cannot be reopened. 

c) Nothing outside the Acceptance Specifications has any relevance in deciding 
whether Acceptance has been achieved. 

The Acceptance Tests relevant to each Acceptance Specification are being carried out 
progressively from 11 October 1998. As each Acceptance Test is carried out, issues 
will be raised and dealt with so that they are resolved quickly, and not left to be dealt„ 
with at the end, when all of the Acceptance Tests have been carried out. Acceptance 
of the whole system will occur when all of the 24 Acceptance Tests have been 
successfully carried out (with no more Acceptance Incidents than the number agreed), 
and Acceptance is final and cannot be reopened afterwards (i.e. in relation to NR2+ ` 
functionality). - 

Acceptance is therefore not dependent upon the completion of Live Trial. It may 
occur before completion of Live Trial. Completion of Operational Trial means
achievement of Acceptance and completion of Live Trial. 

On completion of Acceptance of NR2, the Authorities relinquish their rights of 
termination related to Acceptance. 

For this purpose we must define NR2 as follows: 

Automated Payment Service (APS) 
Electronic Point of Sale Service (EPOSS) 
Order Book Control Service (OBCS) 
Payment Authorisation Service (PAS) 
Card Management Service (CMS) 
Benefit Encashment Service (BES) 
POCL Infrastructure Service. 
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NB: The Acceptance Specifications for PAS and DES contains tests for multi-benefit 
functionality which will be undertaken as part of the Acceptance of NR2. Therefore 
DES and PAS would be accepted for ALL benefit payments, not just Child Benefit. 

NR2 does not contain On-Line Enquires (OLE) or Soft Extended Verification Process 
(Soft EVP). 

OLE is covered by CCN 124 which was signed on 21" August 1997, and, subject to 
timely agreement on the CAPS 3.5 Interface Specification (Change Request C92 
received on 9 November 1998), will be delivered as an increment to NR2 by end 
March 1999. OLE will be tested jointly with CAPS on delivery, released when the 
tests have been successfully completed and then put into service by mid September 
1999. OLE cannot be tested and put intcs service any earlier as it has to interface with 
CAPS Release 3.5, targeted for release into joint testing by the end'of March 1999. 
Although it would be possible to start multi-benefit roll out without OLE (ICL have 
offered additional help desk. facilities to assist in this), and noting that OLE was not 
included in the original Related Agreements, it is fair to say that without OLE multi-
benefit rollout in any significant quantity could not be supported. 

Soft EVP is not part of NR2. It is the subject of an Agreement to Agree. ICL 
submitted CCN243 on 20 h̀ April 1998 to introduce a contractual base-line for design 
and development of the Soft EVP facility. 

As part of the "Corbett Review", PA Consulting produced with the parties a 
programme plan in Which the date for delivery of Soft EVP was predicated on 
signature of CCN243 by the Authorities by 30 h̀ October 1998. To date this has not 
occurred. 

Soft EVP is desirable for multi-benefit payments, but not essential. Its main use is to 
enable DSS to target fraud on a variable basis. 

Currently a version of EVP ("Release Ic EVP") is in service 
as part of Release Ic in 

204 Post offices and works successfully. No incidents of fraud have so far been 
detected. Release le EVP (updated and improved) is part of NR2 and will be subject 
to Acceptance as part of Acceptance of NR2. 

Soft EVP (if CCN243 had been signed on the due date) would have been delivered as 
part of +. It would have been put into service with the rest of the functionality in 
NR2I-, after joint testing with the Authorities, upon completion of the release 
authorisation process. 

NR2+ consists of: 

a) modifications and enhancements to existing NR2 functionality 

b) Soft EVP (if CCN243 is signed in time for development to be completed) 

c) the use of smart cards for Automated Payments 

d) ' support of Public Switched Telephone Network connected post offices. 
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There is no Acceptance for NR2+ in the same way as NR2 because the consequence 
of any particular facility in + not passing through the release authorisation 
process is that it will simply not be put into service (unless and until it passes) and 
NR2 functionality will continue to be used uninterrupted. 

Guarantee Payments 

If we look at the Related Agreements, they refer to Release 1 and Release 2 (Schedule 
A07 of the Authorities Agreement). 

Release 1 is defined as the release of the software to be tested in the Operational Trial 
period. NR2 (as it is now called) equates to Release 1, and this has been agreed in 
correspondence between the parties (see attached ICL letter dated 12 November 1997 
and PDA reply dated 22 January 1998). For all practical purposes Release 2 equates 
to +. 

NR2 does not contain OLE or Soft EVP as these are dealt with separately as shown 
above. NR2 does however contain two additional DSS facilities included at the 
request of the Authorities namely emergency payments and stop notices (on-line 
CAPS) and temporary tokens. 

For these reasons Acceptance and Live Trial of NR2 will complete Operational Trial 
for the purposes of the Related Agreements: Thus, the guarantee payments should run 
from the completion of Operational Trial (Authorities Agreements, Schedule AUG 
para. 10.2 for POOL and para. 16.2 for DSS). 

There is no concept in the Related Agreements of a separate live trial for multi-
benefits. The Authorities have sought previously in correspondence to impose this as 
a condition for agreeing the programme of testing NR2. ICL is working to the 
possibility of a separate live trial on a without prejudice basis, but has not accepted 
this proposal formally, because of the commercial implications (see attached letters, 
in particular Horizon's letter of 23 July 1998 and ICL's letter of 18th September 
1998). 

ICL's position is that NR2 delivers multi-benefit payment functionality and that it 
should be compensated for the reduction in transaction volumes caused because BA 
requires further testing (not contemplated in the Related Agreements) before it is 
happy to roll them out. 

Conclusion on Acceptance Procedure and Guarantees 

Given the above, ICL's position can be summarised as follows: 

1. Acceptance of NR2 and completion of Live Trial of NR2 constitutes 
completion of Operational Trial for the purposes of the Related Agreements. 

2. Acceptance of NR2 means the Authorities will relinquish their termination 
rights related to Acceptance. 

3. 
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3. OLE, Soft EVP and each facility in 2+ will be jointly tested and each item 
will be put into service when the relevant tests for it have been successfully 
completed through the release authorisation process. 

Acceptance Incidents 4 c_•

To be considered in more detail by technical working party. 10<  2-o

Release Authorisation 

ICL accepts the Horizon position, provided that Acceptance of NR2 is carried out in 
the manner described above, and that release authorisation has no application in the. 
process of Acceptance. 

ICL continues 
to 

propose Peter Copping of PA Consulting. ICL is content to accept ®
his decision as final and binding on the issues as set out in ICL's proposal of 9th
November 1998. 

ICL would observe that the Related Agreements do provide for binding expert 
determination so that the Authorities could agree to this on a blanket basis, if they 
were so minded, without any significant change to the Related Agreements. The only 
alternative to such expert determination would be litigation (which in the event would 
actually largely turn on technical expert evidence in any event) and such litigation 
would benefit none of the parties. Even if the resulting dispute did not cause 
cancellation of the Related Agreements there would certainly be a lengthy delay in 
determining the issue. ICL is the party which would stand to lose most in these 
circumstances, given the huge investment it is being asked to make, and its essential 
requirement to start and keep revenues flowing to service the interest on debt, let 
alone repay any of the principal sum. 
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Pat Kelsey 
Head of Procurement Team, BA/POCL 
Third.Fioor, 
Terminal House, 
52 Grosvenor Gardens, 
London SWIW OAB 

12' November 1997 

Contractual distinction between Old Releases I and 2, and New Releases 2 
and 2 Plus 

We discussed this matter recently at CNT and I believe agreed that the following 
position applies. 

l ♦ s ' • s 'f' s f a • r ': r 

An alternative designation could have been "Release If'. We weed that at this 
stage it was better to stay with current parlance than to change designations solely 
to align terms more closely with the contract, 

Old Release 2 (which sweet up those Requirements not included in Old Release 1, 
eg. CAPS on-line facilities, AP Smart) is now matched by "New Release 2 Plus Forestt£t• Pathway Ltd 

Road Examples o =.rarcgr forwardfeaturcs-toebeincluded in New Release 2 Plus are  1

SfrEVP P Smart ana certain securitytë irès, Middx TW1.3 7EJ 

ty,l ggrnd n Cn 'd M3011561 
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T would be grateful for your confirmation that this does indeed accord with your 
interpretation. 

Yours sincerely, 

r-.• •-•-•••-•-•-•-•-•-••. •._.•. •._.•. ••-•--._.•.•...•.... 

GRO 
Tony Oppenheirn `~ 
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Third Floor, Tenninal House,__  52 Grosvenor G_ asd ens, London, S W I W OAB 
Tel: GRO Fax: GRO 

Mr Mike Coombs 
ICL Pathway 
Forest Road 
Feltham 
Middx 
TW137EJ 

23 July 1998 

Further to our meeting of last week, please find enclosed a copy of the paper 
outlining a basis :or the Horizon replan. I believe that the paper puts forward a clear 
and viable approach to taking forward the Programme which benefits all parties. 

In the paper you will see that we have tried to address aspects related to both the 
delivery plan as well to present an overall approach to acceptance. I would welcome 
your reaction to the paper at your earliest convenience, but would be grateful for a 
written response by the 31 July 1998. If you require longer to consider the paper, you 
may chose to split your response between the two pans and at least let us have your 
reaction to the delivery plan by the above date, so that preparations to mobilise replan 
activity can start as soon as possible. I would hope that you could then respond to the 
acceptance aspect by say the 5 August 1998. 

My thanks for your co-operation in establishing a positive way forward and I trust this 
will enable us to make solid progress in the coming months. 

Yours sincerely 

Dave Miller 
Horizon Programme Director 
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Benefits Agency 

23 July 1998 
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3.1 Introduction 

This document sets out the proposed replan for the delivery of the Horizon 
Programme on behalf of both Sponsors (POCL and Benefits Agency), It specifically 
covers the ICL Pathway delivery of. 
• the new POCL infrastructure and services (including BES, EPOSS, and APS) 

together with card payment facilities on behalf of the Benefits Agency (PAS and 
CMS) - these are referred to collectively as the 'NR2' release 

• supplementary facilities which are necessary to complete the contracted 
requirements and enable a net.vork-wide rollout (the NR2=' release). 

It also addresses the required interfaces with the Benefits Agency systems through an 
agreed plan with their CAPS Programme. 

The focus of the replan has been on the approach and :he timetable for the delivery 
and implementation of the new services. 

The Horizon Programme Office proposes a fresh approach in this replan which will to 
a significant extent 'decouple' the Horizon and CAPS activities, In principle this wilt 
provide a two stage approach whereby the rollout of POCL infrastructure and services 
will commence initially with Child Benefit card payments only, followed in the 
second stage by the rollout of the card payment service for multiple benefits. By 
separating the two aspects of rollout (i.e the rollout of post offices' from the 'rollout 
of benefit card payments'), this approach will give the management within the 
Sponsoring organisations more flexibility to manage their individual responsibilities 
while minimising constraints upon each other. 

In summary therefore the decouple approach will: 
• reduce the complexity of the jcint management and integration of activities 
• provide the earliest achievable date for Pathway to rollout services to the POCL 

offices, with an estimated date of 5{' July 1999. 
• support the CAPS work programme for integration of the Feeder Benefit Systems 
• build on the proven experience of Child Benefit card payments, and follow this by 

the rapid rollout of the 'multi-benefit' service as soon as it is proven 
• enable a staged acceptance of the Pathway service, with contractual acceptance, to 

include the delivery of NR2°, in February 2000. 
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1,3 Plan Summary 

The overall replan is divided into two overlapping main stages: 
POCL Services/Child Benefit 

• Multi-  benefit Stage (to include JSA, IS and Pensions) 

The dates provided are based on the Sponsor's current best view but will be subject to 
the agreement of detailed plans. 

1.3.1 Stags I - POCL Servlces/Child Benefit 

This stage results in the commencement of rollout of the POCL infrastructure and 
services in July 1999 together with the support of Child Benefit payments in every 
office as it goes live on Horizon. The main steps in this stage are as follows: 

Pathway delivery of NR2 into Model Office 
Model Office testing 
Start joint Model Office testing with CAPS 
End-to-End testing 
Start Migration of the 204 '1c' offices to NR2 

'• t • 0• 

Acceptance process complete 
for Stage I 

Start POCL/Child Benefit rollout 

=". August 1998 
1O'hAugust to 18"' December 1998 
From 7 September 1998 
10th August to 18' December 1998 
4th January 1999 
(contingency 18th January 1999) 
8th February 1999 
(contingency 221E February 1999) 
19 h̀ June 1999 
(contingency 2" j July 1999) 
From 5''' July 1999 

Given the scale and scope of the processes which need to be proven in Model Office 
and End-to-End testing the plan seeks to provide a `contingency window' at the end of 
these stages. If they complete satisfactorily by 18' December, with Release 
Authorisation by Christmas, then the Migration stet; can proceed on 4'' January. 
However a contingency provision is made for testing to continue until 11' January if 
necessary, with Release Authorisation by 15th January. ,This would result in 
Migration starting on 18"' January. The POCL Live Trial, which follows 5 weeks after 
the start of migration, is scheduled to start therefore on 8's February, or 22'°' February 
if the contingency is required . A decision on whether this contingency window is 
needed will be made by the end of October 1998 when the rate of progress on testing 
will be clear, 

The Live Trial is scheduled for 17 weeks finishing on 19'' June 1999. A % week 
contingency period is provided before roll starts on 5`" July 1999. If neither the testing 
contingency nor the POCL Live Trial contingency are required then rollout could 
commence at the earlier date of 7``' June 1999. A decision on this earlier start for 
POCL ol"lice rollout will need to be taken on or about 1" April 1999. This date will 
allow sufficient evidence to be assessed from the Live Trial while giving at least S 
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weeks to manage the lead in to the post office rollout. The Benefits Agency card 
rollout could be brought forward to the 7'h June 1999 only if notice is given by the end 
of October 1998. Otherwise the planned date for card rollout will remain as the 
5'h July 1999. 

Section 5 explains this stage in more detail. 

1.3.2 Stage 2 n Multl.Beneflt Stage 

The Multi-benefit service will run on the same NR2 software platform as the Child 
Benefit release but will utilise the more complex processing associated with, for 
example, urgent stops and payments. It will also require integration with the three 
additional Feeder Benefit Systems for JSA, IS and Pensions. 

The Multi-benefit stage therefore begins with a °Pre-proving' activity prior to entry to 
the full Model Office environment in order to give initial confidence that these 
transaction types can be correctly processed. This work will commence towards the 
end of this year from I ' December. 

The main steps in Stage 2 are as follows: 

Pre-proving phase 
Joint Model Office 
Multi-benefit Trial starts 
All benefits into Trial 
Full acceptance of NR2 
Multi-benefit card rollout starts 

A L_.. 
• . i11' 

I s ." 1 :1 

By February 2000 several thousand offices will already have been rolled out from 
Stage I and there will be an -existing base to which cards can be deployed. Card 
deployment for JSA, IS and Pensions can therefore take place as quickly as practical 
to their offices, subject to maintenance of an acceptable level of service and then 
follow the continuous office rollout. 

The Related Agreements with Pathway also includes delivery of the NR2:- software 
release. This will provide additional functionality to support a network wide 
deployment (notably On-Line Enquiries and Soft EVP - Extended Verification 
Procedures) as well as additional POCL services such as AP Smart. The final design 
of NR2± functionality is currently being completed which will be followed by a 
formal development plan to be agreed by all parties. Based on discussions to date with 
Pathway, the Sponsors believe that it is reasonable to expert that NR2= could be 
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The proposed approach to acceptance is described below in terms of the scope and 
constraints for acceptance at each stage. The conditions for acceptance at each stage 
are described in more detail in Section 4. 

Step I  Following Successful Live Trial of NR2 POCL Services and Child 
Benefit Card Payments 

• Approval to rollout POCL infrastructure and NR2 services to an unlimited number 
of offices; 

• Agreement to deploy Child Benefit cards to all rolled out offices as quickly as 
possible; 

+ Agreement to rollout OBCS to all offices where there is a confirmed business case. 

The following constraints on acceptance will apply: 
• No income guarantees payable at this stage; 
• Acceptance related termination rights withheld 

until multi-benefit system proven in 
Live Trial. 

Step 2 -Following Successful Live Trial of NR2 POCL Services with Multi.. 
benefit Card Payments 

• Contractual acceptance of NR2 - a staged acceptance with final acceptance to come 
with the delivery ofNR2+; 

* Acceptance related termination rights foregone (acceptance now irrevocable for 
NR2 - but service level and other termination rights obviously apply) ; 

• Continuation of rollout of POCL infrastructure and Child Benefit; 
+ Rollout of a second benefit to up to 4000 offices as quickly as possible; 
• Two further benefits introduced into live environment. 

Income guarantees will still not apply at this Step. 

• Final acceptance achieved of NR21NR2+; 
Caveats removed on benefit rollout; 
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• All benefits rolled out to all offices as quickly as possible. 

It should be noted that while the acceptance process logically falls into the above three 
steps; it is desirable that the Multi-Benefit capability and NR2+ be delivered for 
acceptance at the same time in February 2000. This would result in Steps 2 and 3 
being combined in practise with a simplification of the over-all process and the 
constraints on Step 2 being of less significance. 

?age 9 of2l 
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This document sets out the proposed replan for the delivery of the Horizon 
Programme on behalf of both Sponsors (POCL and Benefits Agency). It specifically 
covers the ICL Pathway delivery of. 
® the new POCL infrastructure and services (including BES, EPOSS, and APS) 

together with card payment facilities on behalf of the Benefits Agency (PAS and 
CMS) - these are referred to collectively as the 4NR2' release 

• supplementary facilities which are necessary to complete the contracted 
requirements and to enable a network-wide rollout - referred to as the ` :' 
release 

The replan activity was initiated by the Sponsors in conjunction with Pathway in April 
1998. The replan has been conducted tinder the new management arrangements for the 
Programme which replaced the PDA from 1" April, and has been led by the Horizon 
Programme Director and the Release Management Team. 

The focus of the replan has been on the approach and the timetable for the delivery 
and implementation of the new services. It has also considered the broad implications 
that will arise for the contractual acceptance of the ICL Pathway services, The replan 
work has not however entered into contractual renegotiations at this stage, nor has it 
addressed any changes to the contracts. All parties agreed that the primary objective 
of the replan activity was to produce a realistic and sustainable plan for delivery 
against which contractual and commercial terms could then be renegotiated as 
appropriate. 
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By early April 1998 it was clear that the ICL Pathway plan (version 3) to deliver NR2 
by October 1998 was no longer sustainable. Initial work on the replan sought to 
establish a number of tactical options which would allow the anticipated slippage to 
be accommodated with minimum impact to the overall Horizon schedule and the 
CAPS delivery plan. As work proceeded however it became clear that the tight 
coupling of the Horizon and CAPS Programmes was creating difficulties in agreeing 
detailed plans, for example in such areas as Modal Office testing. While sharing 
similar objectives for these tests, the Programmes had different expectations and 
drivers for their duration. They also faced different pressures to align their plans with 
the broader objectives and activities in their separate businesses. 

In addition the replan noted that the Treasury Review had projected a delivery date of 
January 2000, but that this was based on a continuation of the past experience of the 
Programme in attempting to manage both the highly complex and integrated technical 
deliverables and the differing commercial interests within the PFI contracts. 

Key factors for the Benefits Agency and CAPS were that the replan reflected their 
experience of testing, and that there was a supportable schedule for the integration of 
their Feeder Benefit Systems with CAPS, and the follow on rollout of card payments. 
These factors pointed to an estimated acceptance date for the Pathway services of 
January 2000 with both POCL office rollout and card payment rollout starting 
subsequent to this date. 

For POCL therm was a business pressure to initiate the rollout of the new automated 
platform to its offices from the earliest realistic date in order to support 

not only the 
requirements of the Benefits Agency but also those of other clients, as well as 
enabling them to exploit new business opportunities. 

While not addressing commercial issues per se, the replan work takes into account the 
commercial assumptions within the PFI contracts by allowing rollout to commence as 
soon as the Pathway solution has been proven. 

In recognition of the above factors, the Horizon Programme proposed an alternative 
approach which will to a significant extent 'decouple' the Horizon and CAPS 
activities within the joint programme. In principle this will provide a two stage 
approach. Stage I provides the rollout of POCL infrastructure and services with the 
support of Child Benefit card payments only, followed in Stage 2 by the rollout of the 
card payment service for multiple benefits. The decouple strategy will create a more 
manageable testing approach, divided between a `Horizon-led' single benefit stage 
and a 'CAPS-led' multi-benefit stage. By separating the two aspects of rollout i.e the 
'rollout of post offices' from the 'rollout of benefit card payments', this approach will 
give the management within the Sponsoring organisations more flexibility 

to manage 
their individual responsibilities without constraining each other. 
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In summary therefore the decoupled approach will: 
• reduce the complexity of joint management and integration of activities. 
• provide the earliest achievable date for Pathway to rollout services to the POCL 

offices, with an estimated date of 5 July 1999. 
• support the CAPS work programme for the integration of the Feeder Benefit 

Systems. 
® build on the proven experience of Child Benefit card payments, to be followed by 

the rapid rollout ofthe `multi-  benefit' service as soon as it is proven. 
• enable a staged acceptance of the Pathway service with final acceptance, including 

the delivery ofNR2T, in February 2000. 
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The replan now envisages a further split of the NR2 services into two releases. The 
first supports the rollout ofPOCL services and a benefits payments service dealing 
only with child benefit card payments. The second release supports a multi-benefit 
(e.g. JS A, IS, Pensions) card payments service. The NR2 releases must still be 
followed by the NR2+ release, although as explained in Section 1 it is proposed that 
this should be delivered at the same time as the NR2 multi-benefit release. 

Nevertheless far the purposes of setting out a clear acceptance process for the replan a 
three step procedure is set out below in order to correlate with the three identified 
releases. 

The proposed approach to acceptance is described below in terms of the conditions, 
scope and constraints for acceptance at each stage. 

4.1 Acceptance Step 1 -After Live Trial of NR2 POCL Sorvico and Child Benefit 
Card Payments 

Conditions for acceptance: 
Release authorisation given for NR2 POCL Services and for Child Benefit card 
payments only; 

a Proof of concept of mobile configurations 
• Successful Live Trial of Child Benefit; 
• Agreed measures of progress on multi-benefit testing and on development ofNR2~ 

functionality. 

Scope of acceptance: 
• Approval to rollout POCL infrastructure and NR2 services to an unlimited number 

of offices; 
• Agreement to deploy Child Benefit cards to Al rollout offices as quickly as 

possible; 
• Agreement to rollout OBCS to all offices where there is a confirmed business case. 

Conslraints on acceptance: 
• No income guarantees payable at this stage; 
• Acceptance related termination rights withheld until multi-benefit system proven in 

Live Trial, 
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Conditions for acceptance: 
• Release authorisation of NR2 for multibenefits; 
• Successful Live Trial of multibenefits; 
• Acceptance of the approach to fallback transactions for Carded Casual Agents; 
• Piuof of Concept of NR2+ and an agreed timetable for its delivery. 

Scope of acceptance: 
• Contractual acceptance of NR2 - a staged acceptance with final acceptance to come 

with the delivery of NR2+; 
• Acceptance related termination rights foregone (acceptance now irrevocable for 

NR2) ; 
o Continuation of rollout of POCL infrastructure and Child Benefit; 
• Rollout of a second benefit to up to 4000 offices as quickly as possible; 
• Two further benefits successfully introduced into live environment. 

Constraints on acceptance: 
• Income guarantees will not apply. 

4.3 Acceptance Step 3 _AfterMcdel Offido Te5tOf NR2+. 

Conditions for acceptance: 
• NR2=- delivered with all contracted functionality; 
• NR2- proven in Model Office (Live Trial not required); 
• Release authorisation of NR2+. 

R 

Constraints on acceptance: 
• None. 

The rollout of cards as quickly as possible must obviously not compromise the 
integrity of the Benefits Agency's service to customers. The anticipated rate of rollout 
will be agreed within the appropriate commercial forums. 

There are items which are contractual requirements beyond NR'? and NR2+ such as 
mobile configurations, and broadcast and messaging services, which are beyond the 
acceptance process described above and the scope of this replan. 
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Horizon Replan -1Vithout Prejudice- and Subject to Contract. 

This Section sets out a more detailed description of the activities and dates in Stage I 
of the replan. It covers: 
• CAPS JSA Personal Details (PDr) Model Office 
+ Horizon NR2 Model Office with Child Benefit 
• Joint NR2 Model Office with Child Benefit 

End-to-End Testing 
Release Authorisation 
Migration 

• POCL Live Trial 
® Acceptance of NR2 Child Benefit 

a POCL Rollout 

5.1 CAPS JSA PDr Model Office (8`" June to 21 August 1993) 

As previously agreed under the replan, the CAPS Model Office for JSA commenced 
on schedule on 8's June 1998, supported by the required functionality from the 
Horizon environment. This Model Office will enable the loading of personal details 
for JSA to the CAPS database but will not test card payments. It is planned to 
complete this Model Office on Friday 21" August. However CAPS wish to provide a 
two week contingency period at the end for targetted testing of any outstanding faults. 
The Benefits Agency have therefore requested that a Joint NR2 Model Office with 
Horizon should not start before 7' September to allow this work to complete 
unhindered. It will also give them time to finalise the detailed test plans for this 
critical phase. 

6.2 Horizon NR2 Model OfcelChitd Benefit (10th August to 4`" September 1998) 

The Pathway and Horizon schedules have been based on starting the NR2 Model 
Office on 10' August 1998. To move to the proposed date of 7" September to align 
with CAPS would therefore mean a delay of 4 weeks. Pathway and Horizon therefore 
plan to run a first `pre-proving' cycle between 10'h August and 4' September without 
CAPS direct involvement. This will allow POCL functionality to be tested but using 
existing sets of Child Benefit data to simulate the CAPS interface. 

The joint Model Office with CAPS involvement will start on 7" September. Although 
a joint approach, Horizon will lead in the management of this Model Office as it is 
primarily supporting their requirements. They will therefore determine such activities 
as restarts and cycle resets. Given the first `pre-proving' cycle it may be that only two 
more full six week cycles will be required: 
Cycle 2 - 7'" September to 16`" October 
Cycle 3 - 19a October to 27 November 

Final 

v 0.4 File Att00002.dat Page 16 of 21 



POL00039891 
POL00039891 

03/12 '98 THU LS:00 F.tS  GRO ICL PATHWAY i:ors 

Horizon Replan - Without Prejudice and Subject to Contract 

Contingency cycle - 3O' November to 18" December 
Release authorisation will be arranged for before Christmas 1998. 

However if a full fourth cycle is required a contingency period is provided for until 
t l" January with release authorisation by I5`" January 1999. 

5.4 End-to-End Testing (10"' August to 181' December 1999) 

In parallel to Model Office another set of specific tests will be run in what is termed 
the `End-to-End' environment. These tests cover special cases such as variable cash 
account periods, temporary and permanent office closures, and types of system 
failure. Horizon will manage two cycles for this activity which is primarily concerned 
with POCL processes: 
Cycle I - 10" August to 31 October 
Cycle 2 - 2 November to 18 December. 

It should be noted that additional testing activities will be taking place during this 
period, although the primary focus Will be on Model Office and End

-to

-End. For 
example Pathway will be finalising some technical and security tests and Horizon will 
be undertaking some preparatory tests of the Reference Data which will used in the 
live environment. 

5.5 Release Authorisation (target 18th December 1998, contingency 15th January 
1999) 

Following successful completion of Model office and End-to-End a Release 
Authorisation process is required to endorse the service for use in the Iive 
environment. A number of preparatory steps will be taken as the testing phase comes 
to an end. If, as discussed above, the Model Office can be successfully completed in 
the first three cycles then the date for Release Authorisation to be completed will be 
before Christmas 1998, If a fourth cycle is required then Release Authorisation will 
take place in the week commencing 110' January 1999. 

It must be noted that this release authorisation date assumes that the necessary 
acceptance tests have also been completed within the proposed timescale (where these 
are over and above what will have been demonstrated in Model Office and 
End-to-End Testing). 

5.6 Migration (4'" January to 5'" February 1999, contingency 181' January to 19`" 
February) 

This phase is concerned with the migration of the existing live 204 post offices 
running Release lc to the new NR2 software. Based on the rate of progress in the 
testing phases a decision will be made by the end of October as to whether this will 
start on or 18' January 1999. The Migration phase will involve the following 
activities: 
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Horizon Replan - Without Prejudice and Subject to Contract 

• Initial pilot week in 6 offices 
• Migration of the remaining offices over 2 weeks 
• `Data centre migration' to link the offices to the new `host' NR2 software enabling 

Fall `go-live' (weekend of 30"' /3I't January or 13,14tb February) 

The Migration plan allows a week after the 'data centre' migration weekend to ensure 
the service is stable before starting to add the additional offices for the Live Trial. 

The plan also needs to show the date for the second data centre to be switched on for 
operational services. It is proposed that this is scheduled for the weekend of 13th/14th
February, or 27 h/2S'' February 1999 if migration does not start until 18`' January. It 
should be noted that the second data centre is not required to start or to support the 
volumes in the POCL Live Trial. This date is therefore not or. the `critical path' for 
the start of Live Trial as it would only be required in the unlikely event of a major 
physical disaster at the first centre. A gap of two weekends is allowed between the 
data centre migration weekend and the weekend when the second data centre is 
brought on stream. 

The POCL Live Trial is intended to prove the full operation of the Pathway services 
and the POCL and Benefits Agency processes in the live environment. The start date 
will be either S h̀ or 2271 February 1999. The Child Benefit card payments for these 
new offices will be scheduled to start from 22 February. 

The POCL Live Trial comprises the following main steps: 
Take-on of an additional 100 offices - 3 weeks 
`Core' observation period - 6 weeks 
Completion of reconciliation cycles for each week - 4 weeks 
Report production and `acceptance decision' - 4 weeks 

The Stage 1 `acceptance decision' will be confined to NR2 running POCL services 
with the child benefit card payments services. See Section 4-

The core' observation covers office processes, staff and customer reaction, and 
weekly accounting processes. The length of the reconciliation. processes between 
POCL and its clients means that up to 6 weeks may be necessary after each weekly 
cash account period to ensure that all significant checks have been carried out. It is not 
expected to be necessary however to monitor the completion of this activity for all 6 
weeks of the `core° observation period, as sufficient evidence of the PathwayfHotizon 
processing is available earlier in the cycle. The reconciliation phase is therefore set at 
4 weeks. This results in a 17 week elapsed period. This wilt give an acceptance date of 
the 19" June 1999, A 2 week contingency period is provided before die planned 
national rollout date of 5' July 1999. If neither the testing contingency nor the POCL 
Live Trial contingency are required then rollout could commence at the earlier date of 
7'' June 1999. A decision on this earlier start for POCL office rollout will need to be 

Final v 0.4 File Att000o2.dat Page IS of 2 



POL00039891 
POL00039891 

63J1° '9h THU iS:"3 FAQ; GRO  ILL

• Horizon Replan - Without Prejudice and Subject to Contract 

taken on or about 1" April 1999. This date will allow sufficient' evidence to be 
assessed from the Live Trial while giving at least 8 weeks to manage the lead in to the 
post office rollout. The Benefits Agency card rollout could be brought forward to the 
7'' June 1999 only if notice is given by the end of October 1998. Otherwise the 
planned date for card rollout will remain as the 5'' July 1999. 

6.8 POCL National Rollout (Target date 50 July 1999} 

The target date in the replan for start of National Rollout is S`' July 1999. Child 
benefit card rollout to offices is also planned to commence from 5e` July. It is expected 
that the card rollout will `catch up' with installed offices by the end of July and from 
August 1999 Child Benefit cards will match the POCL rollout, subject to normal 
order book renewal cycles. 

The current contracts propose a rapid ramp up of office rollout in the first month 
followed by a sustainable `beat rate' of 300 offices per week. Further evidence will be 
required from the Live Trial to give more assurance that this rate is sustainable by all 
the parties concerned. Firm dates for training and take-on will normally need to be, 
liven to post offices 12 weeks before their `go-live' date, although the office 
'installation' work can be carried out relatively flexibly in advance of these dates. 

Active management will therefore be required of the schedules for offices in the early 
stages of rollout until the pattern of successful deployment is established and the 
optimum 'beat rate' is proven. Given a start date of 5'A July 1999, and allowing for the 
Christmas period, a beat rate of 300 would result in up to 6000 offices being installed 
by the end of the year, while a beat rate of 200 would give up to 4000 offices. 
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Horizon Replan - Without Prejudice and Subject to Contract 

This Section sets out a more detailed description of the activities and dates in Stage 2 
of the replan. It covers: 
• Pre-proving of multi-benefit transactions 
• Joint NR2 Model Office for Multi-Benefit 
• Multi-benefit Trial 
• Acceptance of NR2 Multi-Benefit 
• Card Rollout 
• Delivery of NR2+ 

6.1 Pre-Proving of Multi-Benefit Transactions (December 1998 to March 1999) 

Between December 1998 and March 1999 Horizon and CAPS will undertake some 
initial testing of the more complex transactions which are not normally required for 
Child .Benefit payments but are essential for other benefits, namely JSA, IS and 
Pensions. Urgent stops and payments are examples of these transactions. This testing 
will need to take place in an environment which can be run independently of the Child 
Benefit Model Office which will be taking place during part of this period. This 
testing can be conducted in a more flexible way than under a formal Model Office, 
with less rigid cycle definitions, but will nevertheless provide a necessary degree of 
confidence in the multi-benefit capabilities of NR2 prior to entry to joint Model 
Office. 

6,2 Joint NR2 Muiti-Benofit Model Office (12`" April 1999 to 1'` October 1999) 

T his Model Office arill comprise four cycles of six weeks (based on a 17 day logical 
model and a ratio of one logical to two physical days). The cycle start dates are 
therefore: 
Cycle 1 -12th April 1999 
Cycle 2 - 31u May 1999 
Cycle 3 -12" July 1999 
Cycle 4 - 23 August 1999 
The Model Office will include all four of the major benefits, which is the main reason 
for providing four cycles in order to allow phasing of their introduction. 

It is proposed to start this Model Office in April 1999 as this will allow the latest 
releases of JSA, IS and Pensions to be used, as all of these will planned upgrades in 
the period up to the end of March 1999. The CAPS 3.5 performance release will also 
be available for use within Model Office by the beginning of April; prior to going live 
in May/June I999. 

It should also be noted that if there is a slippage in•Stage 1 testing with Child Benefit 
this will not impact Stage 2 pre-proving or the Model Office unless it extends beyond 
12 April 1999. 
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The Multi-benefit Trial 
wi ll start with JSA in September 1999 followed by a phased 

introduction of IS and Pensions. The exact dates for bringing these into the Trial 
requires to be confirmed with the Feeder Benefit Systems, but the aim is to have them 
all running live in the Trial by the end of November 1999. For planning purposes the 
proposed dates at this stage are: 
JSA -13th September 1999 
IS - 8 °̀ November 1999 
Pensions - 29'" November 1999 

6.4 Acceptance of NR2 Mutti•Benefit (February 2000) 

Following successful completion of the Multi-benefit Trial the acceptance decision is 
planned to take place in February 2000. The terms of this acceptance are covered in 
Section 4. 

A card rollout from February will provide time for the necessary training activity to 
start after Christmas 1999 and give the required six week lead-in time prior to card 
payments going live. Given that several thousand post offices will by installed by this 
date there can be a rapid rollout of cards for all the live benefits from this date, with 
the only constraints being the rate of card production and the need to maintain an 
acceptable level of serrice to Benefits Agency customers. 

The contents of this Release have been agreed in principle, although a number of 
detailed issues and requirements are currently in the process of being resolved. A 
baselined development plan will be produced once this work is complete. This plan 
will need to take account of the overall approach set out in the replan and the impact 
this will have on Pathway resources in 1999. The Sponsors believe however, based on 
previous discussions with Pathway, that a delivery date for NR2+ in:o joint Sponsor 
acceptance testing of 1'' October 1999 is z reasonable target at this stage. Acceptance 
could then be achieved in February 2000. The replan therefore proposes these dates, 
while recognising that confirmation will be required from detailed planning and with 
the agreement of all parties. 

Final v 0.4 File Att00002.dat Page 2 t of 21 



POL00039891 
POL00039891 

C. 

r:, 

vi 

[a 

orizon programme e-1'lann {n 

1040 f 
1999 

J A S O N D 1 P h1 A M l 1 A S O N D 1 F hf 

• NR2:AiodelOiGgc • 
Y jChU / CAt 53.01 ' 

✓~ Relegtc e 

• xRi NR2 lEnd-tu-End c • Authorisation • • 

✓D ,_ • f . (Chn ! CAPS3.4 Stmt o Tice rallaut 

VOCL Mwii oa

CAPS ISA• ° Live*Trial:Chil • 

M i~dcl O fficc 

51n51Acneft _ _ _ _ - .-•-•- -. _...._._._._. • _ _._._..._._ _._ 
r 

Multiple a etcfit - - - -
. ;•eq----- , 

Joint onllnc ; 
pnymonteJatops etc All benefits 

MuItI-benefit 

ore-proving Nltulti-Bencflt Model O ce i into teal 
Ca rd rollout

NIt2 / CAPS'3.0 17SA / IS ! PSCS. ; " r

• is 4%rs) $ Multi-benefit Tt•.1u1
• - RtJe:u1to 

A C: C krrANC B 
• 

r i 

Final v 0.3 File Replan Final Page 5 of21 
a 
ra 



POL00039891 
POL00039891 

v4 J.1' o, A8d L' V 'I.''.  t °.t.t Vitt 

.
,
mss

3i" JuLy 1998 

HORIZON REPLAN 

GRO 

t • 

I' j i ' " 

: •1 . 'I

s r • • aA! • • r • . 

•x w. r 

00 
t r

ICL Fathway Ltd 
Forest Road 

Fdtham 
Middx TWl3 7fr/ 

I=ar 

mbcJ036Juf.98 

'CtPr iytto 

Ac(+sBCrv®(.W<c 
'.6 fafy8yxr $qv~e 
Lo'e3 EVA 20S 



POL00039891 
POL00039891 

N IIXIVUC~~~I

m,'bcJ036Jui.98



POL00039891 
POL00039891 

GRO 
B 

m • 

/ 

a) Agreement on the approach and rimescales for pre-Live 
Trial migration. 

b) An understanding of your criteria for Live Trial, how 
success will be measured and the specific activities you will 
be undertaking so the necessary metrics can be obtained. 

c) An agreement on how the work being undertaken by our 
teams on the overlay of National Rollout preparation on 
Live Trial should be taken forward and reflected in the 
proposed plan. Plus agreement and inclusion of the 
resultant ramp up profile to 300 outlets per week. 

Completion of these will enable validation of the above dates taken from CL your plan plus the ability to reach agreement on the dates that result. 

4. On the Multi benefit section of the Plan we are supportive of the 
approach but we have many questions and areas where we need a 
greater understanding before we can assess the impact upon ICL 
Pathway. m. 

Yours sincerely, 
--- 

. -

GRO 
Mike Coombs 
Programme Director 

mjx1o36JuL98 3 
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Third Floor, Terminal, House. 52 Grosvenor Gacdcns, London, S W 1 W DAB 
Tel: GRO Fax:

Mr Mike Coombs 
ICL Pathway 
Forest Road 
Fcltham 
Middx 
TW13 7EJ 

5 August 1998 

Horizon Replan 

Thanks for you rply of 31i July to the "Horizon Programme Replan Sumnmzf. I 

have asked Andrew Simpkins to co-ordinate and prepare a zesporasc on behalf of the 

Sponsors to the points you have raised. We p!an to have this with you by 14" August 

1998. 

i t 

• F 

!• ! ! 1'...: 1._ 1 • . . ..1 : . ./ : • . 1l .#t lM: ly7 .11tl. .: : ! .1 ! • ♦. ♦. 

Yaur~ sircerai - ------------- - -------- --- x 

GRO 
Dave Millcr 
Horizon Programme Director 

C.C. Peter Crahan 
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Responding to your letter of 5-"August I wish to confirm that ICL 
Pathway arc working to the approach and dates, as set out in your 
Replan Summarj
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We agree that the specific commercial and acceptance issues should be 
clearly identified in readiness for further negotiation. We have now 
agreed to discuss these further at our commercial meeting on the 
14th August
Yours sincerely, 

GRO 
Mike Coombs 
Programme Director 

c.c. Mr J.H. Bennett, ICL Pathway 

Mr A.E. Oppenheim, ICL Pathway 

mjbdUa9Aug.98 2 
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Third Floor, Termina_I_I_•I_o_use, 52 Grosvenor Gardens, London, SWIW OAB 
Tel: ', GRO Fax: i GRO q 

Mr Mike Coombs 
ICL Pathway 
Forest Road • 
S' eitharn ✓:r 
Middx 
TW13 7EJ 

17 August 1998 

Rorizon Replan 'r . 

r ollowing your letter of 31:: July i ew.close a reply to the points you raised regarding
the Replan proposals. I look forward to your response by Wednesday of this week so 
that we can rove forward on the basis ofaa armed programme plea 

Yours sincerely 

GRO 
Dave llex 

..4

Horizon Programme Director : 

c.c. Peter Craltan 
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3: Income Guarantees 

The existing arrangements see income guarantees applying following delivery of full 
functionality 2+) and this condition will not change under the replan i.e. when a 
fully functional NR- has been delivered income tees will - begin to apply. 
Clearly., we will need to agree the deployment rate for multi-b enefit functionality in 
post offices and the implications for income guarantees. 

4. Live Trial Duration 
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Note however that this 4000 limit does not apply to the roll-out of the POCL 
infrastructure and child benefit card payments 
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Your comments are noted but the Sponsors may wish to make a further response on z 
this point, 

r• 

S. Roll-out Rate 

Thc•Rcplan dots not propose a reduction in the roll-out rate. ale the Sponsors will ^= 
work with'Pathway to deliver the contracted rate, we will need to have a utan; of it 
being delivered in practice. POOL and DSS (and we assume Pathway  as 'well) would {~ 
obviously not find it acceptable to continue witty plans based on 300 per week that 
consistently failed and caused additional cost and disruption, The Replan therefore 
acknowledges that detailed planning 'g and management of the roll-out is a continuing r` 
activity wiThin the Programme. Lt 

1. Narional Rollout Dates 
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Discussions are in-hand with you regarding the shzne of this Model OEce. 

3. Migration, Live Trial and National Rollout 
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• there would not be a need. to ran separate Model Office and End-to-End testing
during this phase but there would be a need to prove POCL accounting 
reconciliation 

• CAPS 3.S could be implemented without changes to NR.2, but will require 
integration with ?- whea delivered 

• the multi-benefit Live Trial would be nm in the five envirtinment but with 
availability controlled by the issue of appropriate cards not by software within NR2 

• a similar number and configuration of offices would be used as for the POCL Child
Benefit Trial 

• the Sponsors cannot.scc any technical reasons at this stage why the Multi-benefit 
Trial and its associated card rollout would impose constraints on the continuing 
rollout of POCL offices.

TOTGt- P. e8 
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However, there are areas on Programrtte Issues on which we are able to 
respond. These responses are given below using the numbering system 
from your artachmenr. 

C?. Single Benefit Model Office :. 

C.3. Migration, Live Trial and _National Rollout 

I am able to confirm that ICL Pathway will work to your latent 
Migration Plan ie: 

a) A four week period to migrate existing is Posr (dice:; and 
establish the Bootle Data Centre. 

b) A week to check the esciblishtnent of the link to TIP prior to the 
introduction of the additional 100 offices 

mfrrl74iAug.93 t 

ICL Pathway Ltd 
Poust Road 
bcltirant 
MIdtr TW13 71:f 

nu e a:a 
eax„a~o~u:ce aotx:w a c»c: 
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c) A two week period for the in duction of the additional 100 
offices with Migration to Dual Data Centre operation at the end of 
the first week.. 

For ICL Pathway to commit to the detail of the plans we have 
discussed in other areas we need further di on on:= 

a) The use of information gathered during migration in evaluating 
Live Trial and hence the formal start dare of Live TriaL 

b) Mie criteria used to ass.ss the activity suenms you are 
proposing for Live Trial 

c) The trigger point, length of preparation process and ramp up 
mnnagernent for National Rollout. 

C.4, Multi Benefit Plan 

The answers given to our questions were helpful in enabling us to 
prepare for the meeting you propose. I hereby invite Andrew 
Simpkins to arrange such a meeting at your earliest convenience. 

I trust that you will find this letter helpful in assisting the Programme to 
continue to make progress. 

Yours sincerely, 

GRO 
Mike Coombs 
Programme Director 

mjb~'e41Aug.9a 2 

CL 
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18th September 1998 

Dear Dave, 

Without Prejudice 

This is in response to your letter of 17th August to Mike Coombs regarding the 
Replan..and deals with the contractual matters raised. Mike has dealt with 
program related items under separate cover. 

We were surprised and disappointed at the aggressive tone of the letter and by 
the number of gratuitous and unjustified allegations of fault on the part of ICL 
Pathway. You will understand that, much as we %iisli to concentrate on moving 
the programme forward on ajoint working basis with yourselves, we cannot let 
these assertions go unanswered. 

As a "general point" (with reference to your section A), we do not accept that 
we have a "track record" of failure to meet planned dates in a context where the 
other parties have "hit" or been "on target" with respect to their own 
obligations. No such context has ever existed for ICL Pathway. In the case of 
CAPS, the number of releases continues to grow, and each time that happens, 
essential functionality and performance targets are deferred to later releases. 
This delay in turn has a knock on impact on the timing of benefit migration to 
cards, a matter which is specifically subject to Change Control by virtue of the 
Authorities' own Requirement 974. The "track record" is in fact that these 
changes have been done uniiaterally and without regard to the additional work, 
lost time and lost income which are the inevitable impacts on ICL Pathway. 
Schedule B7 sets out as a programme dependency just one date for CAPS 
availability to enable full function testing of the end to end system. That date is 
I September 1996. At this point, accordingly, the Authorities are about two full 
years off "target°', with furher significant delays apparent from plans declared 
by them. 

The Ministerial Review process continues to take its course. We expect that a 
significant revision of the commercial framework will be needed to reach a 
satisfactory commercial accommodation between the parties. In the meantime, 
we continue to hold that we should seek to address only those commercial 
issues which have a direct and immediate bearing on moving the programme 
forward. 

ICL Pathway Ltd 
bi,r,t I  jJ 

J'eltl:.w' 
.\li"lel.x 71l"l : —l•./ 

lux, GRO 
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I. Irrevocable acceptance and multi-benefits 

Your letter presents the Replan as a given, which necessarily has certain 
"consequences". On the contrary, as your disclaimers clearly state, the Replan 
is a proposal which requires both endorsement at the programme level and 
agreement as to the commercial implications. For the reasons stated above, we 
see the latter as 'on hold' pending clear guidelines from the Ministerial 
Review, 

The Replan proposes significant shifts in the risk profile which would damage 
ICL Pathway and which therefore will need to be addressed in any 
renegotiation of terms. 

The first relates to the delayed introduction of multi-benefits by the DSS. 
Multi-benefits were always to have been CAPS enabled from Day One, ICL 
Pathway's NR2 contains multi-benefit functionality today, as indeed does 
Release I c. The architecture makes it indifferent to payment types, which are a 
matter for CAPS and the DSS feeder systems. In addition, and at DSS's 
request, ICL Pathway brought forward on-line DSS functionality and 
temporary tokens from Release 2 (both Drop Down and CC;v 105 had these 
facilities in Release 2) into New Release 2 (hence its new designation). This 
was to provide the supporting services the DSS represented to us were 
necessary for 3SA and IS in particular (DSS' two top priorities for multi-
benefit) - a new requirement relative to Drop Dower and CCN 105 versions of 
the contract (both of which had these facilities corning on stream in the second 
release). Introducing these facilities in the first release cost us time, money and 
risk. The only DSS requirements not included inNR2 are on-line enquiries and 
"Soft EVP". On-line enquiries are not supported by the current version of 
CAPS. The interface specification for the future CAPS release which will 
support on-line enquiries was submitted to us as a Change Request only within 
the last month. We have had to reiect it in its current form because it seeks to 
introduce new requirements for which adequate definition is absent. 
Meanwhile, we have agreed to deal with DSS enquiries via the help desk - at 
ICL Pathway's expense. If volumes threaten to overwhelm the help desk, we 
have agreed to introduce on-line enquiries as an increment onNR2. As to Soft 
EVP, CCN243 has been with the Authorities for approval since 20v' April and 
remains unapproved today. We have made it clear repeatedly at CNT and 
elsewhere that the Authorities' failure to agree CCN243 is delaying New 
Release 2+. The Authorities stance that they must have Soft EVP by a deadline 
of their choosing is utterly unreasonable under these circumstances. We 
consider that the Authorities are in breach of Schedule C5 (Change Control) 
clause 2.2 for unreasonably witholding or delaying their agreement to this 
CCN. 
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Whatever the reason for DSS now wishing to defer the introduction of multi-
benefits, it is not down to ICL Pathway. Yet the effects are (i) to introduce an 
additional strand of testing work (and therefore cost), (ii) to deprive ICL 
Pathway of income (iii) to defer the point at which DSS wish to determine 
whether it accepts the NR2 system. That point is now delayed until some six 
months after roll out has begun, thereby greatly increasing ICL Pathway's cash 
exposure to failed Acceptance. 

You characterise NR2 Acceptance as being essentially meaningless. We 
disagree. NR2 Acceptance matters because software accepted at NR2 (equating 
to the first contractual release) cannot be rejected subsequently, and because 
any faults accepted at NR2 Acceptance do not then count towards the 
Acceptance threshold of + (equating to the second contractual release). 
Under the Drop Down and CCN105 baselines, some 80% of contracted 
functionality would have been tested and accepted at the first contractual 
release. This would have left an "allowance" of 10 high/medium severity faults

i at the second release to cover 20% of the functionality, with reasonable cure 
periods allowed. This position has held true since Drop Dowd; when the 
regime for split Acceptance releases was introduced in recognition of the fact 
that the large number of agreements to agree and unfulfilled Contracting 
Authority Responsibilities made it wholly impractical to introduce 100% of 
functionality in a.singlc release (aGleast, not without delaying it indefinitely). 
Bringing forward on-line CAPS and temporary ̀ tokens into NR2 increased the 
functionality to nearer 90%, and; with the allowance of high/medium severity 
faults still set at 10, reduced the overall Acceptance risk accordingly. Dropping 
not only on-line CAPS and Temporary Tokens but also multi-benefits from 
NR2 Acceptance, as your proposal suggests, would reduce the value of pre-
rollout Acceptance to no more than 70% of total functionality. To deny us the 
opportunity to secure a more complete Acceptance, when an additional 20% of 
functionality is in the product and will have been tested exhaustively (including.
end to end testing with the DSS), is unreasonable. 

With respect to your final paragraph, we reject the inference that ICL Pathway 
has been solely responsible for project delays. We will not, therefore, accept. 
that, if the DSS is unready, it should be entitled to delay multi-benefit testing 
on this pretext. 

2. Release Authorisation :uid Pre-proving 

We have discussed this item and agreed provisionally that it should not be a 
barrier to progress. This is based on your assurances that you arc not in fact 
proposing tc add to our existing contractual commitments. Two points should 
be trade to ensure no mistinderstandin` of our position. 

Requirement 476 talks in specific terms of releases " ►twhich are to he 
distributed to and subsequentl= activated within an)v of the Services ". The 
Services do not come into effect before Acceptance. Requirement 476 also 
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states that "the implementation of any release shall not cause any significant 
disruption to Users... [and] shall not disrupt the normal working environment 
of Users". This only makes sense in the context of upgrades to an existing 
service. It follows that Requirement 476 can only be taken to apply to releases 
of software after the conclusion of Operational Trial. It does not justify a 
second "Release Authorisation? hurdle for contractual releases which are 
subject to Acceptance. 

The Authorities are not reliant solely on Acceptance to ensure their 
performance interests are met. The contract's three sets of complementary 
safeguards, taken together, represent powerful levers on the contractor. 

• Acceptance tests exist to confirm compliance with functional and facility 
requirements prior to release; 

• Termination review conditions under the Service Definitions limit the 
latitude for operational performance variations; 

• Remedies are triggered under the Service Definitions lbr lesser variations in 
operational performance.

To go beyond these would represent "double jeopardy". Such double jeopardy 
was not agreed during the original or Drop Down contract negotiations, (nor 
during CCN105 discussions) and we have 

no reason to change our position 
now. Neither do we believe that you should feel the need to do so given the 
safeguards you already have. 

The "custom and practice [of Release Authorisation) within the Programme" to 
which you refer may have been appropriate for the interim releases we have 
had to date, and we may have agreed to it for that purpose, but that does not 
make it a contractual requirement. For a Release Authorisation process to be 
introduced into the contract (under change control sponsored by the 
Authorities), the relationship between Release Authorisation and Acceptance 
would need to be reconciled such as to remove the double jeopardy. 

3. Income Guarantees 

The guarantee structure is set out clearly in Schedule A06. Guarantees are and 
always have been tied to rollout of the physical infrastructure, without any 
:.a+°cat or gaahlication, This follo., s the conclusion of Operational 'Trial and 
the commencement of Roil Out (defined term). The guarantee structure did not 
change at Drop Down when the split contractual release concept was first 
introduced. CCN 105 did not hint at any change in this regard, and certainly 
none has been agreed. Guarantees remain tied to physical rollout. 

The logic for guarantees during Rollout was, 1 believe, never in dispute. Under 
PFI, Rollout places the heaviest burden on the contractor's financial resources 
and it is therefore reasonable that the contractor can.count on a committed 
minimum level of income to offset against those cash demands. The argument 
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that the contractor's costs will be reduced because of lower start up activity 
does not work. The fact that one of the Authorities may not he ready does not 
significantly reduce operational costs during the start up period. The additional 
costs of testing, rework to align with additional CAPS releases, lost card 
production utilisation, phased customer education and potentially re-training 
inevitably will add to the aggregate cost. 

4. Live Trial Duration 

While, again, we take issue with your characterisation of the extended duration 
as a reflection of the Authorities' "past experience", we remain willing to 
discuss a request for testing beyond that required by the Related Agreements. 

We understand that the Authorities have assessed the elapsed time requirement 
to carry out the activities they now wish to carry out during Live Trial. We 
recall similar discussions prior to CCN=IO5. The conclusion is clearly that the 
desired process wilt take longer than contemplated in the contract currently. 
That is a proposed change to the schedule which stands on its own. We do not 
expect a separate change request but the impact will need to be counted as part 
of the whole. 

We note the "clarification" that not only do the Authorities wish to have an 
extended initial Live Trial, but that they in effect wish to have two Live Trials 
spanning a period of a year. The first equates approximately to a "PO CL Live 
Trial", success at which qualifies us to commit the large scale Rollout moneys 
without any meaningful commitment or Acceptance by the DSS. The second, 
as above, is reserved for DSS functionality deferred at DSS' request. The "DSS 
Live Trial" only completes six months after POCL's, and six months after 
commitment to Rollout. The adverse impacts on ICL Pathway are significant 
and we again reject the proposition that the Authorities have any right to 
demand them. 

We would point out that the milestone tables in the Authorities' Schedule B7 
effectively set a maximum duration for Acceptance testing in general and the 
Authorities' testing in particular within the framework of the current contract 
length. 

S. Contingency Periods 

It is unclear whether "our experience" (last sentence) is intended to collectively 
include ICL Pathway or whether, on the contrary, you were referring to the 
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Authorities in their dealings with ICL Pathway as a supplier. If the latter, we 

again utterly reject the innuendo that we arc solely to blame for the delays. 

As stated previously, we can find no contractual basis for the Authorities' 

seeking to limit rollout following Acceptance of the first release, nor for 

'Release Authorisation' in this context. 

We find it perverse that the DSS should seek to apply a cap to benefit rollout 

because of the lack of certain facilities (on-line enquiries and Soft E\'P) when 

the specification of those facilities depends on change control agreement which 

has been delayed by the Authorities. In the absence of formally agreed CCNs, 

we will not accept the development risks associated with Soft EVIL and on-line 

enquiries. 

However, providing the proposed 4000 limit applies only to the multi-benefit 

component ofDSS card rollout, and does not apply 1c post office rollout, it 

should be possible to deal with it as part of an overall commercial settlement. 

The position as we understand it is that you are seeking confirmation that DSS 

intend to follow through with OBCS in all outlets except those in Northern 

Ireland, as currently contracted for. 

8. Roll-out Rate 

As noted in Mike's letter, we are content with your clarification. Thank you. 

Under "Programme Issues", I have already elaborated on why we consider the 

DSS to be to blame for the delays to multi-benefits. Other points have 

generlIy been dealt with by Mike's letter and by subsequent programme level 

interaction, with some real progress being made. 

Yours sincerely, 

Tony Oppenhelm G R 0 


