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June 2012 

As per our recent conversations, I am delighted to provide some further information summarising the three possible options which we see as available to Post Office Ltd 
(POL) which would provide you with differing "levels" and "types" of comfort over the integrity of processing within your Horizon system. 

Based on our conversations to date, my personal view is that Option B appears to best suit POL's needs. Whilst a number of comparisons are outlined in this document, 
my primary reason for suggesting this is that such an approach is more flexible in its delivery form and outputs. Such an approach has less reporting constraints (eg: 
agreed upon procedures only enables us to report factual findings, not conclusions) and fewer formal reporting protocols (eg: in a positive assurance approach, based on 
ISAE3000, we would be required to adhere to a prescribed reporting format and prescriptive wording around our conclusions, as dictated by the standard). For a review 
such as this, avoiding such reporting constraints and protocols enables us to scope our forensic testing work in more pragmatic, risk focussed and time considerate way 
and enables us to shape our end deliverable more proactively with you, to ensure our findings and conclusions are most suitably reported. I strongly believe that this, 
combined with your current level of understanding of detailed system data flows, architectural matters and activities to manage key processing risks, will see POL 
achieving best value from our work through this approach. 

I would be very comfortable delivering such work to you under legal privilege, should you require this. From our team bios and credentials previously shared, we have 
demonstrated that our team has the right experience and capabilities to give you confidence that Deloitte can deliver such a high profile and complex piece of assurance 
work for you, what-ever form this may take. I am also confident that our background of working with POL over the past 4 years in both IT and Financial areas (with your 
teams in Chesterfield) will help improve our effectiveness through all stages of the review and raise higher quality improvement suggestions with you. 

My team and I are genuinely excited by the opportunity of working with POL in this area, so please don't hesitate to call me on my mobile number below with any further 
queries should these be raised in your discussions with Paula, Alice, Susan or Lesley. 

Yours sincerely, 

GRO 
Gareth James 
Partner 

C2012 Deloitte LLP. Private and confidential. 
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ptions 
There are three key approaches that could be adopted by P OL to provide varying degrees of assurance around the prone ssing integrity of your Horizon 
system. These approaches have different characteristics, which r evolve around complexity, flexibility and cost. 

Our recommendation, based on our conversations to date, i s that option B would most likely best suit POLs current ne eds. This offers the greatest degree of 
flexibility to define the scope to meet your requirement s and has a much less `prescriptive" reporting output. 

An agreed-upon procedures engagement 
one in which we issue a report of factu 

findings based 
on 

specific procedur4 
performed on a defined subject matter, 

From a planning perspective, this ap
require some substantial work,' a 
detailed level) of understanding and'discussic 
of needs has to take place to ensure that are 
are defined for testing which would then 
supply the information that the reader of 
report, requires to reach their own conclusions 

Once' planning is completed, from 'a  testis 
perspective, this option is the least complex. 
the 3 options to then 'perform, 

The output of this exercise', is, prescriptiv 
sharing only our factual testing findings, n 
any other form of conclusion, opinion 
recommendations - 

The interpretation of the findings in the C 
of the procedures, is ',left to the reader of' 
report, 

This option delivers a more flexible 
experie' 

for clients, falling between, the approach 
reporting constraints of Option A ' and 
approach and reporting protocols of Option B. 

The approach allows for; greater 'flexibility i 
scoping, performance activities and reportin 
matters, and lends itself more readily 
combined top down (controls) and botto` 

(data analytic) testing activities, 

Success' criteria for the tests to be performec 
and the work performed to $oppgrt ,these, i 
mutually shaped and, agreed in advance (hero 
formally documented through engage 
change order procedures)_ 

Drivers leading to and wording' of OL 
conclusions and recommendations 
discussed and agreed proactively 
our testing concludes positively agaItr t
success criteria, we are able' to state tha 
issues were identified from our work. 

We cannot' offer' a formal opinion under 
approach as this requires', us to work unde 
more prescriptive and extensive framework 
recognised assurance standard 

This 
option relates t'o an approach, performed 

under a formally recognised assurance 
framework, such as, ISAE3Q00., i 1 

This framework is recognised internationally 
and requires', that we identify and agree (i) the 
subject matter of the report '(likely to' be the 
Horizon 

system) 

and (ii) the criteriathattwe will 
assess the subject!matter against.i 

These criteria will be defined and agreed during 
the `Stage 1' planning exercise of the review. 

This type of exercise will result', in a form of 
words that states that (subject to successful 
testing), "in all material respects, the system 
operates as described". 

However, the, 'work involved to conclude 
positively, in this ,regard or a complex and high 
volume propgssing environment such as 

Horizon would 

be very considerable. 
`Reasonable assurance' conclusions can be 
quickly undermined', by only', 

'a  

few issues. 

The reporting Output i is in a ', prescribed format 
butwo'uld include does offer en opinion., 

52.0`12 Deloitte LL 0' Private and confidentiaal . 
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e sandEstimated

• Understandatd docurflerit"the 'end t5 fl d a a

flows, define and agree the subject matter of the 
exercise' (the ;system) and the specific testing 

rocedures to be performed (these ',procedures would 
ocus ' on the processes, controls and data
haraCteristics which you currently operate'/ eXpect to 

~• ee in 'place) 

Producea costed 'implementation plan to deliver 
'cage 2. 

Requires 'access to all relevant systems
documentation and personnel 

ridings. 

The output wilt only be the documented procedures 
rid associated factual findings. 

Requires reading to review the ,factual fi ndings and 
raw their own conclusions. 

define arddi agree ' e of the exercise and the
specific procedures to be performed, (these Procedures
can focus on ay aspect of the system or, data whether 
they are currently performed or will be conducted as 
part' of this activity). Agree success measures against 
which testing will be performed and assessed 

• Produce a 'posted implementation plan to ' deliver 
stage 2. 
• Requires access to ail relevaht': j5yst 111 , 
documentation and personnel arid data sets 

cone ude' 
that no evidence exists' to' suggest ,the system is, not
operating as intended. 

• If success criteria not met, produce recommendations
for improvements. I 

• The dutput will be the conclusion and 
recommendations (if success, criteria not met) 

and agree, the 'subject  'matter of the exercise' 
system j and the criteria against which we will 
rm our assessment. 

Assurance standards require that criteria (must, be 
ssessed as suitable, work is needed to determine; the 
alevance, completeness, ',reliability, neutrality and 
nderstandability of the chosen c',riteria. 

Produce a cosied implementation plan to deliver, 
rage 2. Requires ,access to all relevant systems 
ocumentationand personnel and data sets 

verrorm testing, concivae ena report opinion in 
accordance with ISSAE3000 requirements. 

• Conclusions requires the exercise of significant 
professional ju;dgenierit., ' the output', being a' foimal 
opinion as supported by testing findings and written in 
the format prescribed by the standard.

• Requires your review of factual findings for validity, 
but the' interpretation and conclusion' of these findings 
is a purely Deloitte activity. 

91

Estimated costs for Stage 2 work under each Option are based on a number of assumptions which, through our experience of the various delivery models, we have suggested likely fee 
outcomes to POL. for consideration. Our actual costs would be charged on a time and materials basis, in l ine with the Advisory rate card within our 'tranrawork agrr:=ement with POL, and 
would di pi rid on exact scopiiig reguirernents at he perform nce and reporting phrase. All fees c: „clude VAT and out of pocket expro se€s, which would be r:h,,:arled as iiicr.rried. 

@20'112 Deloitte LL 1" Private and confidentiaal . 
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Important notice 

This document has been preparr!ad by Deloitte LLP (as defined below) for the sole purpose of providing a proposal to the parties to whom it is addressed in order that 

they may evaluate the eapabflitirrs of 1L. eloitte LLPto supply the proposed services. 

The information contained in this, document has been oornpiied by Deloitte LLP and includes matrsrital whdrh may have been obtrained from information provided by 

various sources and discussions with management but  riot been verified or audited. This document abe crnraaiins confodentirrl material i!ioi!rietary to Ddoitfe LLP. 

Except in the general context of evaluating our caprt:ilities. rno reliance may be placed for any purpowws whatsoever on the contents of this document or rur its 

completeness. No representation or warranty, express or implied, :s given and no responsibility or liability is or will be accepted by or on behalf of ieloitte LLP or by any 

of its partners, members, employees, agents or any other person as to the accuracy, completeness or correctness of the information contained in this docuarerst or any 

other oral information made available and any suchliability is expressly disclaimed. 

This document and its contents are confidential and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person in while or in part 

without our prior written consent. 

This document is not an offer and is not intended In he crmtractually binding. Should this proposr: l beacceptable to 
you, and following the conclusion ofour internal 

acceptance procedures, we would be pleased to discrers terms and conditions with you prior to our appctrtrnent. 

In thisdocurnent references to Deicitte are references to Deloitte LLP. Deloitte LLP is the United Kingdom member firm of Deloitte Touche Tohmatsu Limited ("DTTL°), a 

UK private company limited by guarantee, whose memlar firms are legally separate and independert entites. Please see www.deloitte.co.uklabout for a detailed 

description of the legal structure of DTTL and its member firms. 

CC2012 Deloitte LLP. All rights reserved. 

Deloitte LLP is a limited liability partnership regstered in England and Wales with registered number 00303675 and its registered office at 2 New Street Square. London 

EC4A 3BZ, United Kingdom. 

Member of Deloitte Touche Tohmatsu Limited 
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