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Contract Management

Chapter Ten
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es mas rentable emplear desarrolladores de software externos para nuevos desarrollos mientras que un grupo
reducido de personal de desarrollo de software interno mantiene y respalda los sistemas existentes.

La compra de bienes y servicios, en lugar de "hacerlo usted mismo", es atractiva cuando hay dinero disponible, pero otros
tipos de recursos menos flexibles, especialmente el tiempo del personal, son escasos.

Ui‘ilu 1qved le svbcontacta.

Introduction 7

Por lo tanto, se necesita tanta previsiéon y planificaciéon con un proyecto de
adquisicion como con el desarrollo interno.

e Buying goods and services is attractive when money is
available but others types of resources don't
o Staff time?

e Considerable staff time and attention still needed to manage
contracted-out project

o Types of contracts, general steps to be followed, issues
drafting a contract and other things to be done while

(om Limaento

contract is executed . i' e en svbcontastus

En el resto de este capitulo, se exploraran los diferentes tipos de contrato que se pueden utilizar. A esto le siguen los pasos
generales que se deben seguir al realizar un contrato. A continuacién, se examinan las cuestiones que deben tenerse en
cuenta al redactar un contrato. Concluimos describiendo algunas de las cosas que se hacen mientras se ejecuta el contrato.
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Acquiring Software from External
Supplier

. o {a‘lk
This could be: S« . coounclogee
huko&-"‘"}‘d“ (:-,(mp ). ‘

o Bespoke system - created specially for the customer

Vo este en Lo Libacsie , conjunto e

o Off-the-shelf - bought 'as iS' 7,.q.«tos o 76 ¢mpacse.

o customised off-the-shelf (COTS) - a core system is
customised to meet needs of a particular customer
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Los recursos externos requeridos podrian ser en forma de servicios, por ejemplo,
Tipos e contactos. personal en contratos a corto plazo para la realizacion de algunas tareas del proyecto.

Types of Contract i puedyeoe

(.nhuft.r sojt weae. Op&su

amedidle,
bienes g§eavicios
» Note difference between‘goods and services

e Often license to use software is bought rather than the

Puecke ser mejon compaca Lo Liceneies oled

software itSelf ztesij gue heceato paopio inteliy.

e Regarding the way the payment is calculated
Pacco (on Al")ﬂ"ﬂ ululm\mt\

o Fixed price contracts fijede en e qese ealevla o pago,

en Los contanTo5.

. . Tiempo
o Time and materials contracts M'f.,.;.‘?’.s

contactedos.

o Fixed price per delivered unit Paseo I‘L“u'f("jj“;:,s,‘h_

cadavni
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El cliente
sabe que, si no hay cambios en los términos del contrato, este es
el precio que pagan al finalizar. Para que esto sea efectivo, el
requisito del cliente debe fijarse desde el principio. En otras
palabras, cuando el contrato es para construir un sistema de
situacion, se fija un precio cuando se firma el contrato. softyvare, el analisis detallado de los requisitos ya debe haberse

realizado. Una vez que el desarrollo

Contautos cle paccio /'J"- esta en curso el cll‘ente no puede modificar sus requisitos sin
renegociar el precio del contrato.

Fixed Price Contracts

e If there are no changes in the contract terms, there is a price
) WMo hasy cambios en ol conluede, e5 Lo queves
to pay on completion apegea.

e Detailed requirements analysis must have been carried out

los aegvesifos se especificen

Previously utpuncpio.

Advantages to customer

Gastos propios del cliente Siempre que los requisitos
sean precisos y ho cambien, el cliente tiene un coste

[ ) Known expenditure conocido.

Motivacion del proveedor El proveedor

e Supplier motivated to be cost-effective tiene unamotivacion para trabajar de

manera rentable.
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Fixed Price Contracts

Disadvantages

o Supplier will increase price to meet contingencies

.. . : T
o Difficult to modify requirements £ s,

o Cost of changes likely to be higher Paces ms attor pos. peasitia

contingencias.
e Threat to system quality Ammt 2= 4 conen
pacfio fijeclo.
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Con este tipo de contrato, al cliente se le cobra una tarifa fija por unidad de esfuerzo, por ejemplo por hora-personal.
El proveedor suele facturar al cliente por el trabajo realizado a intervalos regulares, digamos cada mes.

Time and Materials

- Se cobac poa vmicled ole Fiempo,
e The customer is charged at a fixed rate per unit of effort

€1 pacoveelon p vedle estiman ofcoste initi admente.

e The supplier may provide an initial estimate of the cost
based on their current understanding of the customer's
requirements, but this is not the basis for the final payment

Advantages to customer s combitn
oS ...

‘03 At sut si

e Easy to change requirements

e Lack of price pressure can assist product quality
luﬂh e patsion sobac kospedos hete que mo
SQQW"MM“& le fﬁﬁd&d.
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Time and Materials

i £l ecliente es o acsponsehle ole Los
D|Sadvantages A:q'vlﬁfotuw‘i&nff&

e Customer liability - the customer absorbs all the risk
associated with poorly defined or changing requirements

o Lack of incentive for supplier to be cost-effective

Folte incenfivos...

MNosveke heben ningum incendivo
pme {achejon ... hedia vn

oltance de vn endneqebde.
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El tamano se puede estimar en lineas de codigo, pero los FP pueden ser mas
_derivado facilmente de los documentos de requisitos.

El precio final es entonces el precio unitario multiplicado por el numero
de unidades.

Fixed Price per Unit Delivered

e Size of the system to be delivered is calculated or estimated

at the outset of the project from requirements documents
o Size in KLOC or FPs

e A price per unit is quoted

Sp%)_fltgvare Project Management - 10.2 Types of Contract
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Fixed Price per Unit Delivered

p funtions foints... Paccio kinte todiqo ¥ pacciocndla binees = patio fotal dal entasqable.

FP Count Design Cost/FP

{02,000  (eshe diseno

Poa 2000 Lintes i codiso

2K - 2,6K

« pu{uuh L h ec. 2000 te
tobao esto..

2,5K - 3K
3K - 3,5K
3,5K - 4K

Spiﬁy_tltgvare Project Management - 10.2 Types of Contract

$242
$255
$265
$274
$284

Costeimplmundeidn $705
$764
$793
$820
$850

Implem. Cost/FP Total Cost

$967
$1,019
$1,058

$1,094
$1134
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Fixed Price/Unit Example

Se ecplice ke O-ZOOO'Y .
iacle L. 2000 se emprelc &
A & pontia apliceataaifa 2.

e Estimated system size 2,600 FPs .‘..,,..,«..n.gzso;,s
so eplicn tosfed & 7€

 Price nespeclives lines?.

o 2000 FPs x $967 plus
o 500 FPs x $1,019 plus
o 100 FPs x $1,058
o i.e. $2,549,300
e What would be charge for 3,200 FPs?
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Fixed Price/Unit

Advantages for customer

Clientes entiendan comovanics ol parcro si vesian fof acguisitos.

(.’ Customer understanding of how price is calculated

Ge puedin compasun paecios.

o Comparability between different pricing schedules

£l paoovulm "0 fome of Aitsso ok intatmtnten Lo fomesonaloledl,

e Emerging functionality can be accounted for
7‘ Prooueden incentivado poa pecio.
o" Supplier incentive to be cost-effective

e Life-cicle range

SP%?_tltgvare Project Management - 10.2 Types of Contract
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Fixed Price/Unit

Disadvantages

daficil medin o tumaino dld softwene. (Podkemos huten elqo complicado en une

Linte y vendualo moy, borato).
e Difficulties with software size measurement - may need

independent FP counter

e Changing (as opposed to new) requirements: how do you

) Ree_,yisifos ceombientes.

charge
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Additional Charges for Changed

Functionality

Linees de cdeliso aelicioneles quenos manden...

Pre-accepted testing

handover
Additi |
itiona 100%
PFs
Ch d
=i 130%
PFs
Deleted
elete 2
PFs

Spiﬁy_flte{vare Project Management - 10.2 Types of Contract

Post-acceptance
testing handover

100%

150%

50%
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Some Figures

Company Project
Multinational/Retail ERP
Medium/ITC ERP
Multinational/Medical ERP
SpinOff/ITC CMS

Value-

Medium/Building
added tool

In M€

Spiﬁy_flte{vare Project Management - 10.2 Types of Contract

Personal
1.5
0.6
0.6
0.1

0.1

Outsourced
3.1

0.06

0.0

0.02

0.0
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o Mecesifamos que sfsvien
nos ole ese soffwane. [ paoceso bus quedde

(vendo mes pegurinosec o negono . .
Plieso conoliciones = se.cese concuaso... , Menos exigemeies pueoles heeen .. poa ¢f: Mitaosoff office svseavice y 90

The Tendering Process

mu’u’.{m«mmh P empacses publicas.

mes qaendeses fo subcontacte ...

According to the approach used in contractor selection:

(omunicecion  fodo o " vedoaes Jes 100 pacpuestas.
(ontuaso muando... se esteblecen Acsvmfof o Dede teenice. . econ P

e Open tendering Atiuto o vadanes afoddmindo. - Pecte Teetn T
otuminto g desomolde 7.
o Any supplier can bid in response to the invitation to
tender

o All tenders must be evaluated in the same way

o Government bodies may have to do this by
local/international law (including EU and WTO, World
Trade Organization, requirements)

| ) 17
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The Tendering Process

defeanancdos paoytetos convne especickizccion especifice l Sehes ole foolo pg los

seputdle hecen une invitecioh & que fe heagan paopuestas. paoovecloaes son e
confienia etc.

o Restricted tendering process g no valonur 100paopucstes
o Bids only from those specifically invited

o Can reduce suppliers being considered at any stage
§e do encenget danecfemente & vne empacse.

e Negotiated tendering procedure aiwin me estesoftwene ¢ chone tenqo g

modificenlo.. 4 quitnmejoa Jo ve he haten paan modificarlo.
o Negotiate with one supplier e.g. for extensions to j

1 ot ivsitdicamlo, ..
software already supplied heuy gue justific

| _ 18
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Pusos...

Stages in Contract Placement

Peatimos de analisis dke
aeguisitos hecho.

é(o'mo vemos & cvalven daf .
opuesterge nos .a..;.‘..? A quitn ke contacfamos
ole Je Muvie oe empases

qut nos o]m‘m

Publiccmos d

Contuaso,

velvamos
pacpuestas.

Spﬁjtgvare Project Management - 10.3 Stages in Contract Placement
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requirement
analysis

Requirements

Jundones ik Softweae...

e These will include ,‘enﬁad«-r-,swd“---

que fieme gue hucea o sistema.,

o Functions in software, with necessary inputs and

outputs 7‘.{5::::“ S iy hecers con CH# P

o Standards to be adhered to

o Other applications with which software is to be

Aplicacones con le que d softwene

Compatlble ohebe. ole inteccfuea.
o of $0¢s ole Fol Fipo ete.

o Quality requirements e.g. response times
Requeaimentos = No puede su Janto,

| ) | 20
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Requirements Document: Sections

Como debe Sea este olocumento.

e Introduction

Rustudniianct (‘ Description of existing system and current environment

Gsequia.

e Future strategy or plans

e System requirements

(uu(suiu puopwtf«- Gue no Cump e conva

o Mandatory features ;;33& e dscaibemas, debuiames destastula.

o Desirable features daeisito olesechhe €3 men
] dles coatendo confaatos.
Jos |Adojos 4~

e Deadlines  subjetives

for... Ajuste
JSummde dobe e estor... BUES 1.

o Additional information required from bidders

Tod« info que necesito e dos pagoueeloaes,

os mstaictivo & Jo hoae e iR

Spiﬁ)_tltgvare Project Management - 10.3 Stages in Contract Placement
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Como oy & evelvan Jus propuestas gue

me Megan.

Evaluation Plan

evaluation
plan

e How are proposals to be evaluated?

£xislen vemos enfoques...

e Methods could include:

' ; melo.
o Reading proposals dpumeuoes breme® | )
fsfu meinfeacsa mes .. VOj G U toctos X

nbwv‘s*‘t' { G_.uiuo hecer une Case § Memo o dos an g
me enSehan SUPAOPY este..

o Interviews sihoy, dudes ¢

tengo vn sof wenme poecido conmaicn do en X

o Demonstrations dmestcsons... | sifio mind...

mejoa guetedo ensenen

o Site VISItS ¢ vive

1 # paec ticos e IW‘Ohuuﬂi enfo. .
; PraCtICal teStS ::;o ::nﬁ eva constavido (lo l\dnfvl‘)

Y aesohfe com plicado hueen €50 ojo.
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Evaluation Plan (ii)

caxdenio dle discaiminacion ton los A esv'csifor visfos

e Need to assess value for money (VFM) for each desirable

Veloa poa dineo,

. g isito...
feature Que valon me oles pon mi dlineao. Me Aus este uso::’;o P iy P“°‘y“f°’.

0 esfo otro... valoa
e VFM approach an improvemenﬁ)n previous emphasis on

meatee L. penc prien esfo poa este.
[vndondiolad nveva.

accepting lowest bid

e Example:
o Feeder file saves data input

o 4 hours work a month saved at £20 an hour

o System to be used for 4 years

o If cost of feature £1000, would it be worth it?

| ) | 23
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hutes o concuaso abiuto 0 aes tangido

0 loguesea...

Invitation To Tender (ITT)

Coando tv lanias un conevaso MO tatces vn ontacdo, tuundo exis .
vne o tepfecon enfonces ahi Y& sigw existe tontacio > e luy inglese...

e Note that bidder is making an offer in response to ITT

(veando se acepte

e Acceptance of offer creates a contract ,, ojut..
U contecto.

e Customer may need further information

e Problem of different technical solutions to the same problem

| ] - 24
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Poa dllo se sedeccione
inqusTosi no qanel. o o copionfo de peovedoaes y se
h eguele untel lus compense. - ws;":} ::m
m . . n
se hecevne o weonso NO Heves A concuaso... Tt .
questnodene ,l”,,g{,..lo,_, (cesi fod o geneaadmente).

fstubleces ccvendlo feemico. dovoy, & AeCUPEAOA.

No es ni d conbieto. Pero qe solo que desic especolun A paccio.

Memoranda of Agreement (MoA)

Esto enune ] y
Conwnice&ion MGS§ Ceme 8l0,

o Customer asks for technical proposals

e Technical proposals are examined and discussed

Agreed technical solution in MoA

e Tenders are then requested from suppliers based in MoA

Tenders judged on price

Fee could be paid for technical proposals by customer

| ) | 25
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Unt ver elegicle od addmin,

‘Q hece vn con*ak"b ,,,
Se estublecen fes cduvsvles, Yo digo los Aegueaimientos
Aemcls .. .d contanto

Contracts }:2.':5:':7 b s o0 dedigpen

e A project manager cannot be expected to be a legal expert
o Needs advice

e BUT must ensure contract reflect true requirements and
expectations of supplier and client

| ) . 26
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Contract Checklist

que debe confenen ol conbieto... . o iQof deb
Antes hemos hubleudo de que olebesics tenen cvnndo s¢ denae vne paspueste... Ahoae ... ye Yeclvadlo A :’t:;\u :;i%:; ‘w&h’ .

e Definitions — what words mean precisely e.g. supplier, user,

2 (ompaumos Soﬂwm, licenie?
4Que pureo heeer yotvando accbe,

100 Lo?.
e Form of agreement. ¢fvde vendulo

application iMe gedo o sof tware?

o For example, is this a contract for a sale or a lease, or a
license to use a software application? Can the license

be transferred? } Soltweme nueve?
lb; effw\hda?.

o Goods and services to be supplied guegude bien afkisde los biene?

S AUIL0S GUESENOS VA

_ . . oo o “P,\omﬁmﬂ.
This could include lengthy spec:lflcatlonsw ARC pon cjtmplo..-

(omovec pusta...

e Timetable of activities
dvandose puqal

® Payment alrra ngementS Rewadea: fn s.]{..m“ se sudlt pegen ‘lli""}'
fnhordwaae sesvde pugum un 357 antes.

— Payments may be tied to completion of specific tasks

| ) | 27
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Contract Checklist (ii)

VO\ d paooocdoa amanfenan

e Ownership of software d‘”‘r"““‘@ impontunte.
o Can client sell software to others?

o Can supplier sell software to others?
= Customer may want exclusive use

Quitn va & hate o menfemmacnto o

' ' i itbnan?
o Does supplier retain the copyright? /, todo esto? u si leempaesa guicbaa

e Where supplier retains source code for maintenance, may
be a problem if supplier goes out of business
o a copy of code could be deposited with an escrow

Copinen noteric
so|twaae.

service ool

. _ . 28
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Contract Checklist (iii)

fLtio te de unsoftwene, puotutienes

. oue encaqeate dedeinfacestavevaanl
* Environment how, actacsos ? Son mios dos actacsos T Mokt metes de

cvlpuod paco vedoa entonces.

o where equipment is to be installed, who is responsible
for various aspects of site preparation e.g. electricity

supply?

o |n case of software, compatibility with existing software
hugovne obac...

and OS
. (veles son Las pues poncales silles
o Customer cOmMmMItMENtS goliscsiones delckieate?  pon ejemplo...

— for example providing access, supplying information

{ imtivah
e Standards to be met .Qﬁ:a gue o olin.

. _ . 29
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Contract Checklist (iv)

. que test huta ol Nrt‘ltm
one tefaninen que estel

g‘“\‘&(lo.

o Acceptance procedures
o User acceptance tests

e Project and quality management Jnccof:f;: da dedibeaccbles
pao)ecto.

o Nature and frequency of progress meetings

e Timetable
o Schedule of when the key parts of the project should
be completed

| _ . 30
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Contract Checklist (v)

. (vl es ol pario y Como lo
e Price and payment method vemesa paqa.

o When the payments are to be made

o Balance supplier incurred cost with customer's

. o . (] 0( ALRO...
requirements satisfaction ¢ i o e ... e acconpento.

10\ Ietac POQUCF\“--. beses "ﬁd" ete. lysi do eu‘fuqc.t Jlrpw's... fe pcmﬁ!ﬁ.
o Miscellaneous legal requirements

o Clauses

o Liquidated damages ¢y, sine{umdene.

.« P
Cud es le COmp e SGAOR.

o Legal jurisdition jemstiecics hesel.

o Arbitriation (vuade heye on dhesacvando

qu'u.n lo aesvelve,
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Contract Management

e Some terms of contract will relate to management of
contract, for example,
o Progress reporting Repostes bl paosaeso

o Decision points (milestones) Pedes cles &

ehcc'w'n.

— Could be linked to release of payments to the
contractor

o Quality reviews

o Variations to the contract
= How are changes to requirements dealt with?

o Acceptance criteria

| ) 32
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Acce pta n Ce Ilm pavebes

- sude sen guesee. poa pente ol
puopuede sen que enfucmente

desomode clon,

no sea asi.
PO accoates poa cjemplo...

e Acceptance testing after the delivery

fnlonces pido d

o How long the testing can take? isve,y dksoav
J J ﬁ hnl\a:y\/. (yyene Lo

e Asking to approve supplier's internal pre-acceptance testing

jiae clondle esfen 465
ole estes pwe(u.: Yo esten
feago gue paoben).

Part or all payment conditioned to final testing
O Pente peq0 (=%10) .
Period of warranty dedics « s pauctes finedes-.
L_, pwodo ole pme‘& ke

‘,Mkuﬁ G,

| ) 33
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Conclusion

e Successful contracting requires management time
e Easier to negotiate before a contract is signed

e Evaluate proposals comparing costs over the whole lifetime
of the system

e A contract place obligations on the supplier as well as the
customer

e Agreement on the management of the supplier-customer
relationship

| _ | 34
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Annex

o Software Copyright
e Authors' Rights

e Software Patent

Based mainly on Wikipedia
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Software Copyright

o Software copyright is used by software developers and
proprietary software companies to prevent the unauthorized
copying of their software

o Free and open source licenses also rely on copyright
law to enforce their terms

o No such duty would apply when the software in
question is in the public domain

| ) 36
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Authors' Rights

e |n general, software is protected as a literary work

e Moral and economic rights granted by law to authors by the
simple fact of the creation of a literary, artistic, musical,
scientific or didactic work, whether published or

unpublished

| ) 37
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Authors' Rights

o A work enters the public domain when the economic rights
have expired

o This usually happens after a period of time following
the death of the author (post mortem auctoris), in
European law, it is 70 years from the author's death

e Once that time has elapsed, the work can then be used
freely, respecting the moral rights

| ) 38
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EU Computer Programs Directive

e Controls the legal protection of computer programs under
the copyright law of the European Union
o The most recent version is Directive 2009/24/EC

o Computer programs and any associated design material be
protected under copyright as literary works

e The duration of the copyright was originally fixed at the life
of the author plus fifty years in accordance with the Berne
Convention standard for literary works

| ) 39
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Ownership of Rights

e The author of a computer program shall be the natural
person or group of natural persons who have created the
program, or the legal entity that is recognized as the owner

of the copyright in the cases expressly provided for in the
Law on Intellectual Property

| ) 40
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Ownership of Rights

e |nthe case of collective works the person, whether natural
person or legal entity, who publishes it and discloses it
under his name shall be considered the author thereof,
unless otherwise agreed

e The copyright in a computer program that is the unitary
result of collaboration on the part of two or more authors
shall be common property and shall accrue to all of them in
such proportions as they may determine

 Where a salaried worker creates a computer program in the
execution of his duties or on instructions given him by his
employer, ownership of the economic rights in the computer
program so created-including both the source program and
the object program-shall accrue exclusively to the employer,
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Restricted Acts

e The owner of the copyright has the exclusive right to
authorize:
o The temporary or permanent copying of the program,
including any copying which may be necessary to load,
view or run the program

o The translation, adaptation or other alteration to the
program

o The distribution of the program to the public by any
means, including rental

| ) 42
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Exceptions to Restricted Acts

e These rights are subject to certain limitations:

o The legal owner of a program is assumed to have a
license to create any copies necessary to use the
program and to alter the program within its intended
purpose (e.g. for error correction)

o The legal owner may also make a back-up copy for his
or her personal use

o The program may also be decompiled if this is
necessary to ensure it operates with another program
or device, but the results of the decompilation may not
be used for any other purpose without infringing the
copyright in the program

| i 43
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Difficulties in the Protection of
Software via Copyrights

e To officially prove the date of creation, the work has to be
registered in the Intellectual Property Registry Office
o This implies that the code has to be made public

o This poses a problem for certain companies or
individuals who wish to maintain a certain secrecy with
their code

o Alternative methods to protect code:
o Escrow contract, which consists of delivering a copy of
the code to a notary

o Industrial secret

' - 44
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Software Patent

A software patent is a patent on a piece of software, such as a
computer program, libraries, user interface, or algorithm

o A patentis a set of exclusionary rights granted by a state to
a patent holder for a limited period of time, usually 20 years

e These rights are granted to patent applicants in exchange
for their disclosure of the inventions

e Permission, where granted, is typically in the form of a
license which conditions are set by the patent owner: it may
be free or in return for a royalty payment or lump sum fee
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European Patent Convention

The patentability of software, computer programs and computer-
implemented inventions under the European Patent Convention

(EPC)

e Under the EPC, programs for computers are not regarded
as inventions for the purpose of granting European patents

e That does not mean that all inventions including some
software are de jure not patentable
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European Patent Convention

EPC excludes from patentability, in particular

1. Discoveries, scientific theories and mathematical methods
2. Aesthetic creations

3. Schemes, rules and methods for performing mental acts,
playing games or doing business, and programs for

computers

4. Presentations of information

Excludes patentability only to the extent to which a European
patent application or European patent relates to such subject-
matter or activities as such
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