
Read it once, toss it in a desk drawer — and leave it 
to the lawyers to sort out if problems arise. Is this your
company’s idea of contract management?

Fact is, contracts can be used to prevent problems
from surfacing and to more effectively manage them
when they do. What’s more, well-written contracts 
clarify agreements, improve project outcomes and 
create good working relationships between you and
your clients, suppliers and business partners. 

But contracts for technology initiatives, such as Web site
generation, or software development present unique
challenges. Because many of these projects are com-
plex and are often mission critical for businesses, there
are no precedents —and no approved language. So they
are usually written from scratch or pieced together —
and end up being overly vague or incredibly complex. 

So how can you manage risk through contracts? 

1. Understand what a contract is. A contract is a legal
document that clearly states what service each
party has agreed to perform. In order for it to be
legal, there must be an offer, an acceptance, and 
a consideration.

2. Ask a lawyer to review any and all contracts. As a
legally enforceable agreement, a contract has impor-
tant consequences that can impact your business.
Therefore, you should always ask an attorney familiar
with contract law to review your firm’s contracts.

3. Beware of sample documents or forms available 
on the Internet or in books. Not all forms fit all 
situations — and simply using one that seems to fit
your particular circumstances may result in unin-
tended legal consequences for your company. The
meaning and interpretation of what may seemlike a
simple, clear clause can vary by state based on state
statutes or case law. An attorney can help you
understand unintended consequences that might
arise from using a particular clause.

4. Identify all parties in your contract. Be sure to
include the names of any third parties or subsidiaries
that will be supplying any services during the 
project as well as their addresses.  

5. Describe the specifics of the work involved. In 
your contracts, cover such details as the scope of
themwork, the tasks included, the amount of time
required, the costs involved, and any necessary
insurance requirements.

6. Don’t incorporate or reference other documents in
your contract. Remember, a contract should contain
all the material terms for a specific project. If the
work is similar to another job you've performed,
don't just rely on the terms of the agreement or an
oral understanding. Instead, repeat the same terms,
so there’s no confusion about what your company 
is being asked to do.

7. Address roles and responsibilities. It’s critically
important to state in writing who’s responsible 
for what . . . and what the liability is if something
doesn’t happen according to plan.

8. Include a remedies provision. While you always
want to assume a project will go smoothly, you’ll
want to spell out what your remedies are . . . just 
in case it doesn’t.
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9. Specify how to terminate the contract. Let’s say, mid-
way through a project, you assess that it’s not going
well . . . and that it’s in your best interest to terminate
the agreement. Have you allowed for a way to walk
away from the contract without incurring substantial
damage? Or can you be sued for damages?

10.Specify choice of law. In case a dispute arises and
your company is sued, you’ll want your contracts to
specify what laws will be applicable and in what
state the lawsuit can be filed.

11. Identify your risk management goals. Know your
company’s approach to planning and directing
resources to manage risk. Be clear about what
activities management will negotiate on — and
which ones they’ll never agree to.

SOUND ADVICE
Whether you’re signing a lease agreement for new
computer equipment or a multi-million dollar work
authorization to program new software, contracts 
are a fact of life in the technology industry. Carefully
review your drafts and consider: 

• The scope of the agreement. Contracts should
address all the terms and conditions of the 
agreement.

• Legal enforceability. Remember, any contract that
violates public law is unenforceable.

• The ability to manage financial risk. If you’re 
transferring the responsibility for payment, make 
sure to assess the other party’s capability to pay.

If the worst happens, be aware that litigation is not 
the only recourse. You may want to consider the 
benefits of mediation or arbitration. 

Structure Your Contracts to Avoid 
These Common Mistakes
Because of the inherent complexity of many technology
projects, you may try to draft your contracts to cover
every possible situation and outcome to mitigate risk.
Or depending on the project, you may think the best
strategy may be to keep the contract vague and sketchy.

Either way, contracts can end up being confusing —
and never address any of the risks you were hoping to
cover. So if you want to make sure your contracts 
are off to a good start, iDealReview (Sept. 2000) 
recommends avoiding these common mistakes. 

DON’T:
• Change the contract so that “this can never happen

again.”

• Draft your contracts before thinking through the
entire project – both “real” opportunities – and risks.

• Expect every single risk to be addressed within 
the contract.

• Negotiate agreements without considering your 
overall business relationship with the client. 

• Suggest approval procedures that are too time-
consuming or inflexible.

• Rely on negotiators to use tactics to force the other
side to agree to an unacceptable risk.

• Think that the law holds every answer for new 
technology.

For More Information
For more information on how to manage risks for your
business, contact your local Hartford agent, or visit
www.thehartford.com.

Best Practices for Your Business

About The Hartford’s Technology Practice Group
For more than 25 years, The Hartford has insured 
technology and life science businesses of all sizes. Our
products are flexible enough to grow with a business –
from a startup or sole proprietorship to a large, publicly
traded company. We also offer services that can 
help businesses lower their losses, like our series of
Technology Best Practices.

The information provided in these materials is intended to be general
and advisory in nature. It shall not be considered legal advice.
The Hartford does not warrant that the implementation of any view 
or recommendation contained herein will: (i) result in the elimination 
of any unsafe conditions at your business locations or with respect to
your business operations; or (ii) will be an appropriate legal or business
practice. The Hartford assumes no responsibility for the control or 
correction of hazards or legal compliance with respect to your practices,
and the views and recommendations contained herein shall not consti-
tute or undertaking, on your behalf or for the benefits of others, to
determine or warrant that your business premises, locations or operations
are safe or healthful, or are in
compliance with any law, rule or
regulation. Readers seeking to
resolve specific safety, legal or
business issues or concerns relat-
ed to the information provided in
these materials should consult
their safety consultant, attorney or
business advisors. All information
and representations herein are as
of January 2010.
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