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What is a Contract?What is a Contract?



A Contract isA Contract is
A legally binding agreement A legally binding agreement 
between the parties that between the parties that 
identifies the rights and identifies the rights and 
obligations of each.obligations of each.



Keys to Negotiating a ContractKeys to Negotiating a Contract



ItIt’’s All in Who You Knows All in Who You Know

Know the PlayersKnow the Players
Know the RequirementsKnow the Requirements
Know the GoalKnow the Goal
Know the ContractKnow the Contract



The PlayersThe Players

The Business OwnerThe Business Owner
The VendorThe Vendor
The Project ManagerThe Project Manager
The LawyersThe Lawyers



The Roles The Roles 
(According to the Lawyer)(According to the Lawyer)



The Business OwnerThe Business Owner

Identify the Company NeedIdentify the Company Need
Identify the Company RequirementsIdentify the Company Requirements
Identify the ProductIdentify the Product
Identify the VendorIdentify the Vendor
Participate in Contract ProcessParticipate in Contract Process



The VendorThe Vendor

To To Make the DealMake the Deal



The Project ManagerThe Project Manager
Facilitate the TransactionFacilitate the Transaction
Control the PartiesControl the Parties
Act as IntermediaryAct as Intermediary
Keep the Parties on TrackKeep the Parties on Track
Participate in Contract ProcessParticipate in Contract Process



The LawyerThe Lawyer
Review the Agreement for Legal Review the Agreement for Legal 
TermsTerms
Facilitate the TransactionFacilitate the Transaction
Participate in NegotiationsParticipate in Negotiations



Tips for Dealing with LawyersTips for Dealing with Lawyers

Give as much lead time as possibleGive as much lead time as possible

Communicate your expectationsCommunicate your expectations

Communicate the needs of the companyCommunicate the needs of the company



The Requirements and The GoalThe Requirements and The Goal

Identification of Company NeedsIdentification of Company Needs

Identification of Potential SolutionsIdentification of Potential Solutions

Due Diligence (Product and Vendor)Due Diligence (Product and Vendor)

Selection of Product and VendorSelection of Product and Vendor



Contract ReviewContract Review

READ the ContractREAD the Contract
––Verify products, services and termsVerify products, services and terms
––Identify business issuesIdentify business issues
––Prepare list of matters to be Prepare list of matters to be 

negotiatednegotiated



Contract ProvisionsContract Provisions

PartiesParties

Description of Product/ServiceDescription of Product/Service
––Detail Required Functionality/ResultsDetail Required Functionality/Results
––Product Documentation/ Statements Product Documentation/ Statements 

of Workof Work



Contract ProvisionsContract Provisions

Professional Services Professional Services –– Special Special 
ConsiderationsConsiderations
–– Description of Work and DeliverablesDescription of Work and Deliverables
–– Project Timetable and MilestonesProject Timetable and Milestones
–– Progress MeetingsProgress Meetings
–– Project ManagerProject Manager
–– Roles and ResponsibilitiesRoles and Responsibilities
–– AssumptionsAssumptions
–– Acceptance StandardsAcceptance Standards



Contract ProvisionsContract Provisions

Permitted UsesPermitted Uses
–– Scope of UseScope of Use

# of users, geographic location, restricted entities# of users, geographic location, restricted entities

–– Use by AffiliatesUse by Affiliates

–– Disaster Recovery RequirementsDisaster Recovery Requirements



Contract ProvisionsContract Provisions

PricingPricing
–– Payment TermsPayment Terms
–– Long Term Pricing CommitmentsLong Term Pricing Commitments
–– Caps on IncreasesCaps on Increases
–– Fixed vs. Time and MaterialsFixed vs. Time and Materials



Contract ProvisionsContract Provisions

TermTerm
–– Short vs. Long TermShort vs. Long Term
–– Automatic Renewal ProvisionsAutomatic Renewal Provisions

Termination RightsTermination Rights
–– For CauseFor Cause

Notice and Right to CureNotice and Right to Cure

–– For ConvenienceFor Convenience



Contract ProvisionsContract Provisions

AcceptanceAcceptance
–– StandardsStandards
–– Occurs WhenOccurs When

DeliveryDelivery
Date of ServiceDate of Service
Live ProductionLive Production
Specified Event or TimeSpecified Event or Time

–– Result of AcceptanceResult of Acceptance



Contract ProvisionsContract Provisions

WarrantiesWarranties
–– What is a warranty?What is a warranty?
RemediesRemedies
–– Repair/Replacement/Repair/Replacement/ReperformanceReperformance
–– Cost of ReplacementCost of Replacement
–– Cost of Third Party RepairsCost of Third Party Repairs
–– RefundRefund
–– Cost of Obtaining New ProductCost of Obtaining New Product



ContractsContracts

WarrantiesWarranties
–– ServicesServices

Workmanlike MannerWorkmanlike Manner
Best PracticesBest Practices
Training and Skilled PersonnelTraining and Skilled Personnel
Conforms to Specifications/Statement Conforms to Specifications/Statement 
of Workof Work



ContractsContracts

WarrantiesWarranties
–– ProductsProducts

PerformancePerformance
SpecificationsSpecifications
Fitness for a Particular PurposeFitness for a Particular Purpose
MerchantabilityMerchantability
TitleTitle



ContractsContracts

WarrantiesWarranties
–– Software/LicensesSoftware/Licenses

Operation According to SpecificationsOperation According to Specifications
TitleTitle
CompatibilityCompatibility
MediaMedia
Illicit CodeIllicit Code
Most Favored Customer StatusMost Favored Customer Status
Regulatory ComplianceRegulatory Compliance



ContractsContracts

Disclaimer of WarrantiesDisclaimer of Warranties
–– Error Free OperationError Free Operation
–– Implied WarrantiesImplied Warranties

MerchantabilityMerchantability
Fitness for a Particular PurposeFitness for a Particular Purpose

–– NoninfringementNoninfringement



Contract ProvisionsContract Provisions

Indemnification Indemnification 
–– Intellectual PropertyIntellectual Property
–– Bodily Injury and Property DamageBodily Injury and Property Damage
–– Claims by Vendor EmployeesClaims by Vendor Employees
–– Violations of Applicable LawViolations of Applicable Law



Contract ProvisionsContract Provisions

Limitation of LiabilityLimitation of Liability
–– Determining the Amount of the LimitDetermining the Amount of the Limit

Fees PaidFees Paid
Depreciated AmountDepreciated Amount
Fixed AmountFixed Amount
VendorVendor’’s Insurance Coverages Insurance Coverage

–– Disclaimer of Consequential DamagesDisclaimer of Consequential Damages



Contract ProvisionsContract Provisions

Maintenance and SupportMaintenance and Support
–– Types of SupportTypes of Support

OnsiteOnsite
TelephoneTelephone
Remote AccessRemote Access

–– Hours of SupportHours of Support



Contract ProvisionsContract Provisions

Maintenance and SupportMaintenance and Support
–– Service LevelsService Levels

Reporting and Severity LevelsReporting and Severity Levels
Response and Repair TimeResponse and Repair Time
Escalation ProceduresEscalation Procedures
Availability GuaranteesAvailability Guarantees
Processing DeadlinesProcessing Deadlines
Processing ErrorsProcessing Errors



Contract ProvisionsContract Provisions

Maintenance and SupportMaintenance and Support
–– RemediesRemedies

Credits, Refunds, Termination RightsCredits, Refunds, Termination Rights

–– Versions, Releases, Upgrades and UpdatesVersions, Releases, Upgrades and Updates

–– Exclusions from CoverageExclusions from Coverage



Contract ProvisionsContract Provisions

Maintenance and SupportMaintenance and Support
––Controlling Maintenance CostsControlling Maintenance Costs

Fixed PricingFixed Pricing
Caps on IncreasesCaps on Increases
Set Professional Services FeesSet Professional Services Fees



Contract ProvisionsContract Provisions

Confidentiality and Confidentiality and NonDisclosureNonDisclosure
––Proprietary InformationProprietary Information
––Customer InformationCustomer Information
––SecuritySecurity



A Good Contract is the Result of A Good Contract is the Result of 
Time and Effort by All Parties.Time and Effort by All Parties.


