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IT Contract Management - How to Manage IT
Contracts with a CLM

IT contract management s the process of overseeing and managing legal
agreements related to information technology assets, services, and
licenses. Businesses rely heavily on various IT solutions to operate
efficiently and stay competitive, however, managing the numerous contracts
associated with these technologies can be a complex task that needs special
care.

From software licenses to cloud services and IT support agreements, each
contract has its own set of terms, conditions, and obligations. Effective
IT contract management 1is crucial for ensuring compliance, minimizing
risks, and optimizing the value of IT dnvestments. By implementing a
structured approach to managing IT contracts, businesses can avoid costly
legal disputes, prevent service disruptions, and maintain strong vendor
relationships.

A contract lifecycle management (CLM) system can significantly simplify and

streamline the complex process of IT contract management, enabling
organizations to take control of their IT assets and services.

Common Types of IT Contracts

IT contracts come 1in various forms, each governing specific aspects of
technology-related services and assets. Four common types of IT contracts
are Software License Agreements, Cloud Service Agreements, IT Service Level
Agreements, and Master Service Agreements.

Software License Agreements

Software License Agreements are contracts that govern the wuse of
proprietary software - essentially they are asset management contracts.
These agreements outline the terms and conditions under which a user or
organization can utilize the software. Key components of a Software License
Agreement include usage rights, such as the number of permitted users or
installations, and any restrictions on how the software can be employed.

Software License Agreements also specify the pricing model, which may be a
one-time fee, a subscription-based model (or Software-as-a-service model),

or a pay-per-use structure. Additionally, these agreements cover topics
such as intellectual property rights, maintenance and support obligations,
and termination conditions.

Cloud Service Agreements

As businesses increasingly adopt cloud computing solutions, Cloud Service
Agreements have become a critical component of IT contract management.
These agreements outline the terms and conditions for the provision of
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cloud services, such as data storage, processing power and
software-as-a-service (SaaS) offerings.

Key aspects covered in cloud service agreements include:

Service level agreements - Performance metrics, remedies.
Data ownership - Ownership, access rights.
Compliance - Regulatory adherence, jurisdiction.
Termination terms - Exit strategy, migration.
Support levels - Technical support, updates.
Liability limits - Liability, indemnification.
Change management - Updates, notifications.
Incident response - Breach handling, timelines.
IP rights - Ownership, custom developments.
Vendor lock-in - Portability, flexibility.
Dispute resolution - Arbitration, governing law.

Scalability options - Resource adjustments, pricing.

These agreements also define the roles and responsibilities of both the
service provider and the client, ensuring a clear understanding of
expectations.

IT Service Level Agreements (SLAs)

IT Service Level Agreements (SLAs) are contracts that define the level of
service expected from IT vendors or service providers. These agreements
establish measurable metrics for evaluating the performance of IT services,
such as system uptime, response times, and resolution timeframes.

SLAs outline the responsibilities of both the service provider and the
client, specifying the scope of services, communication channels, and
escalation procedures. They also define the consequences for failing to
meet the agreed-upon service levels, which may include financial penalties
or service credits.

Master Service Agreements (MSAs)

Master Service Agreements (MSAs) are overarching contracts that establish
the general terms and conditions governing the relationship between a
business and an IT vendor. MSAs serve as a foundation for subsequent
specific agreements, such as Statements of Work (SOWs) or Service Level
Agreements (SLAs). These agreements typically cover topics such as
intellectual property rights, confidentiality, liability limitations, and
dispute resolution procedures.

By defining these general terms upfront, MSAs streamline the contracting
process for future projects and services, reducing the need for extensive
negotiations each time.



Common Challenges in Managing IT Contracts

Some of the most common challenges -include the complexity and volume of
contracts, lack of visibility and centralization, and difficulty staying on
top of renewals and obligations. These dissues can lead to inefficiencies,
increased risks, and missed opportunities.

Complexity and Volume of IT Contracts

As businesses rely on an dincreasing number of IT services and solutions,
the volume of associated contracts can quickly become overwhelming. Each
contract may have 1dts own unique terms, conditions, and technical
specificities, making it challenging for contract managers to effectively
review, understand, and negotiate them.

The complexity of IT contracts often requires specialized knowledge and
expertise, which can be difficult to maintain in-house. Additionally, the
rapid pace of technological change means that contracts must be regularly
updated to reflect new services, features, and requirements. Managing this
complexity and volume without the right tools and processes can lead to
errors, oversights, and potential legal and financial risks.

Lack of Visibility and Centralization

Another significant challenge in IT contract management is the lack of
visibility and centralization. In many organizations, contracts are stored
across various systems, shared drives, and even physical locations, making
it difficult to maintain a comprehensive overview of all agreements. This
fragmented approach can lead to inefficiencies, as team members waste time
searching for specific contracts or clauses.

It also increases the risk of version control dissues, with multiple copies
of the same contract existing in different locations. Without a centralized
repository, it becomes challenging to ensure that all stakeholders are
working with the most up-to-date and accurate version of a contract,
leading to confusion and potential disputes.

Staying on Top of Renewals and Obligations

With each contract having 1its own renewal timeline, service Tlevel
agreements, and performance metrics, contract managers must constantly
monitor and prioritize these critical events. Failure to stay on top of
renewals can result 1in auto-renewals of unfavorable terms or missed
opportunities to renegotiate better conditions.

Overlooking contractual obligations can lead to breaches, penalties, and
damage to vendor relationships. Manual tracking methods, such as
spreadsheets, are prone to errors and omissions, making it difficult to
ensure that all important dates and milestones are properly managed.



Benefits of Using a Contract Lifecycle Management System

A contract lifecycle management (CLM, or 1in this specialized case, the IT
service contract management software) system can significantly alleviate
the challenges associated with contract management by dimplementing IT
contract management best practices and offering tools 1like a centralized
contract repository, automated workflows, and enhanced security. These

features help organizations optimize their IT contract management system
and processes and mitigate risks.

Centralized Contract Repository

One of the key benefits of a CLM system 1is the centralized contract
repository. A CLM provides a single, secure location to store all IT
contracts, eliminating the need to search through multiple systems or
physical files. This centralization ensures that all stakeholders have
access to the most up-to-date versions of contracts, reducing the risk of
errors and dnconsistencies. The repository 1is typically searchable,
allowing users to quickly find specific contracts, clauses, or keywords.

This feature saves significant time and effort, enabling contract managers
to respond promptly to inquiries and make informed decisions. Additionally,
a centralized repository facilitates better organization, categorization,
and tagging of contracts, further enhancing visibility and control. This
makes it particularly useful for IT contract management software solutions.

Automated Workflows and Approvals

CLM systems streamline the contract «creation, review, and approval
processes through automated workflows. These workflows define the steps,
tasks, and responsibilities “nvolved 1in each stage of the contract
lifecycle, ensuring a consistent and efficient process. Automated
notifications and reminders keep all stakeholders 1informed of their tasks
and deadlines, reducing the risk of delays or oversights. The system can
also route contracts to the appropriate reviewers and approvers based on
predefined rules, such as contract value or type.

This automation eliminates manual handoffs and ensures that contracts
progress smoothly through the approval chain. Furthermore, CLMs often
include version control and redlining capabilities, enabling collaborative
editing and negotiation.

Proactive Renewal and Obligation Management

A CLM system helps organizations stay on top of contract renewals and
obligations through automated alerts and notifications. The system can be
configured to send reminders well 1in advance of upcoming renewal dates,
giving contract managers ample time to review terms, negotiate changes, or
explore alternative options. This proactive approach prevents auto-renewals
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of unfavorable contracts and ensures that renewals align with the
organization's current needs and goals.

CLMs can also track and alert users to key contractual obligations, such as

delivery deadlines, payment milestones, and service level agreements. By
proactively monitoring these obligations, organizations can ensure
compliance, avoid penalties, and maintain positive vendor relationships.

Enhanced Security and Access Control

Contract lifecycle management systems offer enhanced security features to
protect sensitive contract data. CLMs typically employ role-based access
control, allowing administrators to define user permissions based on their
responsibilities and need for access. This ensures that only authorized
individuals can view, edit, or share specific contracts, reducing the risk
of data breaches or unauthorized modifications.

CLMs often utilize secure cloud storage, providing a high level of data
protection and backup capabilities. This eliminates the need for physical
storage and reduces the risk of lost or damaged contracts. Furthermore,
CLMs can generate audit trails, recording all actions taken on a contract,
and providing a clear history of changes and accountability. These security
features are critical for any IT contract management software
implementation.

Key Features to Look for in an IT Contract Management Solution

Contract Authoring and Standardized Templates

Look for a solution with pre-approved IT contract templates and a clause
library:

e Standardized templates: Standardized templates ensure consistency
across contracts, reduce drafting time and minimize legal risks.

e Customizable templates: Customizable templates allow organizations to
tailor contracts to their specific needs and requirements.

e Clause TUlibrary: A clause library enables the quick dnsertion of
approved clauses, ensuring compliance and accelerating the drafting
process.

e Streamlined contract authoring: Contract authoring features T1like
version control, redlining, and collaborative editing simplify the
drafting process and improve negotiation efficiency.

Collaboration and Redlining Capabilities

A CLM solution should provide collaboration and redlining capabilities for
efficient communication and negotiation among legal, procurement, IT, and

business units. Features like real-time co-authoring, in-document
commenting, version comparison, and redlining tools enable stakeholders to
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work together, track changes, and approve modifications. Task assignments,
deadlines, and reminders keep parties aligned. Collaboration and
streamlined review processes reduce cycle times and improve IT contract
quality.

AI-Powered Contract Analytics

e Automatic extraction of key terms and clauses: Al-powered tools save

time and effort by ddentifying critical terms, clauses, and
obligations in IT contracts.

e Risk assessment and opportunity ddentification: AI provides insights
to assess risks, uncover opportunities, and support data-driven
decisions.

e Highlighting non-standard clauses: AI flags compliance issues and
identifies deviations from -dndustry standards for better contract
management.

e Benchmarking against -1industry standards: AI compares terms and
conditions to ensure alignment with best practices.

e Predictive performance analytics: Forecast contract outcomes,
identify potential bottlenecks and suggest strategies for
optimization.

e Improved risk mitigation: AI analytics help reduce risks and enable
better results in IT contract management.

Integrations with Key Systems

To maximize the value of a CLM solution, it should seamlessly integrate
with an organization's existing IT ecosystem. Integrations with key systems

such as enterprise resource planning (ERP), customer relationship
management (CRM), and procurement platforms ensure a smooth flow of data
and eliminate silos.

For example, 1integrating a CLM with an ERP system enables an automatic
population of contract data, reduces manual data entry, and ensures
consistency across departments.

Flexible Reporting and Dashboards

A comprehensive IT contract management solution should provide flexible
reporting capabilities and intuitive dashboards to help organizations track
key performance indicators (KPIs) and monitor the health of their IT
contracts.

Look for a system that offers customizable reports and dashboards, allowing
users to tailor the +dinformation to their specific needs. Real-time data
visualizations, such as contract status overviews, upcoming renewals, and
compliance metrics, enable stakeholders to quickly identify areas requiring
attention.
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Interactive dashboards should allow users to drill down 1into specific
contracts, clauses, or performance metrics for detailed analysis. The
ability to schedule reports and set up alerts ensures that relevant
stakeholders are always informed and can take proactive measures to
optimize IT contract management.

Conclusion

Implementing a CLM solution designed specifically for IT contracts allows
you to overcome the challenges posed by the complexity and volume of these
agreements, such as 7dnefficiencies, missed opportunities, and potential
legal and financial consequences.

A CLM empowers you with a centralized repository, automated workflows,
proactive renewal, and obligation management, and enhanced security and
access control. When evaluating IT contract management solutions, keep an
eye out for key features 1like standardized templates, collaboration
capabilities, Al-powered analytics, seamless 1integrations, and flexible
reporting.

Embracing a CLM solution enables you to streamline your IT contract
processes, make data-driven decisions, and gain a competitive edge in the
market. Investing in the right CIM tool is a strategic move that will help

you optimize your IT contract management processes and drive long-term
success for your organization. If you are interested to learn more about
how Malbek can support you IT contract management processes, book a demo
call with our team.
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