
TOM TORLAKSON 
STATE SUPERINTENDENT OF PUBLIC INSTRUCTION 

CALIFORNIA 

DEPARTMENT OF 
EDUCATION February 3, 2011 

Ed	 Nadworny, Vice President and Partner 
State and Local Government and Education 
Public Sector 
Global Business Services 
IBM 
600 14th Street, NW, Suite 200 
Washington, DC 20005-2012 

Dear Mr. Nadworny: 

Subject: Written Notice of Default pursuant to Section 23 of Attachment 2
 
(General Provisions) of Agreement Number: CN077504 (Contract)
 

I. Stage 1 Deliverables 

On December 3, 2010, the California Department of Education (CDE) approved IBM's
 
request to release the "Fall 2" CALPADS project functionality to production on the
 
condition that IBM would resolve four specific issues before CDE would accept the
 
Stage 1 deliverables. IBM has failed to fully resolve such issues by the February 3, 2011
 
deadline.
 

Two of those issues, titled "LEA File Submittal Queue" and "Performance Testing" 
have been satisfactorily resolved. However, the "Nightly Processing Cycle" issue 
and "Systems Operation Manual" issues have not yet been fully resolved. While 
IBM has made some progress on both issues, CDE cannot accept the Stage 1 
deliverables until these two issues are resolved to CDE's reasonable satisfaction. 

A.	 Nightly Processing Cycle: On the weekend of January 29-30,2011, IBM 
implemented a hardware upgrade intended to address the contractual 
requirements for nightly processing. The hardware upgrade failed to improve 
nightly processing times sufficient to meet the nightly batch processing 
requirements for all of the nights since installation, which were 7.9, 8.9, 9.5, and 
8.8 respectively. IBM needs to be well within the 8 hour window every night at 
this stage in order to ensure that the batch cycle will remain within the 
specifications while burdened with additional functionality (Spring and End of 
Year) and additional years of academic data when added to the system in the 
future. 
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B.	 Operations Manual: The due date for finishing the Systems Operations Manual 
specified by the contract is "3/26/2009." CDE's December 3, 2010 letter specified 
a cure deadline of January 14, 2011, and CDE extended the deadline to 
February 3,2011, nearly 2 years after the Contract deadline. While an initial draft 
of the systems operations manual was delivered on January 14, 2011, additional 
work will be required as it progresses through the State review and approval 
process. 

C.	 Conclusion: In light of the foregoing, CDE does not accept the Stage 1
 
deliverables as of this date.
 

II. Overall Quality Failures 

The overall quality of the services and deliverables provided by IBM under the Contract 
are substandard and fail to meet the Contract requirements. These failures are have 
been documented in Independent Verification & Validation reports, project issue logs, 
LEA comments on the listserv, correspondence between staff, weekly status meetings 
and other communications. For example, without limitation, the snapshot process fails 
regularly. IBM's Quality Management Plan-Quality Strategy and Objectives require the 
System to meet the user needs and expectations (quality from an end user 
perspective), to provide the right technical solution to business problems (quality from a 
developer perspective) and function without failing (quality from a sponsor's 
perspective). IBM has failed to provide quality services and deliverables from all three of 
these perspectives. 

III. Failure to meet the Contract Schedule 

As you know, Contract Section H - Project Schedule specifies that Stage 1 deliverables 
shall be fully implemented by "7/26/2009" and that the entire CALPADS implementation 
shall be compete on "2/11/2010." CDE has repeatedly asked IBM to cure its delays by 
getting the project back on schedule or, to the extent cure is not feasible, to mitigate the 
delays by completing the project promptly while ensuring compliance with the contract 
requirements. Despite IBM's assurances, expertise and vast resources, the CALPADS 
project continues to slip further and further behind the schedule specified by the 
Contract. 
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IV.	 Right to Terminate for Default 

Pursuant to Section 23 of the General Provisions of the Contract, CDE has the right to 
terminate the Contract in whole or in part due to IBM's failure to: 

1.	 Deliver the Deliverables and perform the services within the time specified in 
the Contract; 

2.	 Make progress, so that the lack of progress endangers performance of the 
CALPADS Agreement; and 

3.	 Perform other provisions of the CALPADS Agreement. 

IBM's continuous failure to meet the Contract Schedule, IBM's quality failures and IBM's 
various failures to satisfy the contract specifications each constitute material breach of 
the Contract entitling CDE to terminate the Contract, acquire similar services and 
deliverables and to charge IBM for any excess costs. However, before exercising such 
termination rights, CDE is willing to give IBM 15 days to provide a written corrective 
action plan describing in detail how it proposes to cure and/or mitigate the existing 
breaches, fix the CALPADS system to avoid future breaches and complete CALPADS in 
a timely manner that satisfies user needs and expectations for speed, usability, quality 
and performance. IBM's corrective action plan must include quality and performance 
standards, firm deadlines and appropriate consequences for any failure to meet them. 
The CDE reserves all its rights, including, without limitation, the right to reject the 
corrective action plan at its sole discretion and terminate for default. 

Sincerely, 

j2JJ l..r-~rt---_ 
Richard Zeiger 
Chief Deputy Superintendent of Public Instruction 


