AVIATION SERVICES

IT Contract Risk Elements and Potential Mitigations Framework Agreement and SLA’s

Operational Risks

* Service disruptions affecting operational efficiency.
* Inadequate support for critical processes.

» Data management and privacy concerns.

* Incompatibility with existing systems.

Mitigations:

* Establish clear service level agreements (SLAs) defining uptime and response times.

» Ensure the provider has a robust support and escalation process.

 Implement strict data handling and privacy policies in line with regulatory requirements.

» Conduct thorough compatibility and integration testing before finalizing contracts.

Legal and Compliance Risks
* Non-compliance with aviation regulations and data protection laws.
* Intellectual property disputes.

» Contractual ambiguities leading to disputes.

Mitigations:
» Ensure the provider understands and complies with industry-specific regulations.
* Define intellectual property rights and responsibilities clearly in the contract.

* Employ legal counsel to review and clarify contract terms to prevent disputes.

Financial Risks
» Unexpected cost overruns.
» Dependence on a single provider leading to potential pricing issues.

* Currency fluctuation risks in international contracts.

N—



AVIATION SERVICES

Mitigations:

» Negotiate fixed-cost contracts where possible, with clear terms on any allowable cost
variations.

« Diversify suppliers or include termination clauses to mitigate dependence on a single provider.

* Include clauses in the contract to manage the impact of significant currency fluctuations.

Technical Risks
» Technology obsolescence.
« Security vulnerabilities exposing sensitive data.

* Inadequate disaster recovery capabilities.

Mitigations:
* Require providers to detail their technology update and refresh plans.

» Conduct thorough security assessments of the provider's solutions and require adherence to
best security practices.

» Ensure the provider has a tested and proven disaster recovery plan in place.

Quality Risks
* Service or product quality does not meet company standards.

* Lack of transparency and reporting on performance metrics.

Mitigations:
* Include detailed quality standards and performance metrics in the contract.

* Require regular performance and quality reports from the provider.

Strategic Risks
* IT services that do not align with long-term strategic goals.
* Lock-in with a provider that limits flexibility.

Mitigations:
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* Ensure IT services are aligned with the company's strategic planning and flexibility
requirements.

* Negotiate contracts with provisions for scalability, adaptability, and exit strategies.

Human Factor Risks
* Reliance on key personnel from the provider.

* Cultural and communication barriers affecting service quality.

Mitigations:
* Require the provider to have redundancy in key positions and a plan for knowledge transfer.

» Choose providers with compatible corporate cultures and strong communication protocols.

Implementation Steps:

* Risk Identification: Utilize the checklist to identify potential risks in IT services contracts.
* Risk Analysis: Assess the likelihood and impact of each identified risk.

* Risk Prioritization: Prioritize the risks based on their potential impact on the business.
 Mitigation Planning: Develop strategies to mitigate or eliminate the highest priority risks.

* Implementation: Implement mitigation strategies, including contract negotiations, process
changes, and system enhancements.

» Monitoring and Review: Regularly review the risk environment and adjust mitigation strategies
as necessary.

Framework Agreement — IT Services

Introduction

* Define the intent of the agreement, including the scope of IT services to be provided.
* Identify all parties involved in the agreement.

Scope of Services

+ Services Description: Detail the IT services to be provided, including any specific projects or
ongoing support.

* Service Limitations: Clearly outline what is not included within the scope of services.
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Operational Risks and Mitigations

« Service Level Agreements (SLAs): Specify uptime, response times, and other performance
metrics.

» Support and Escalation: Detail the support process, including contact points, escalation
procedures, and response times for different types of issues.

» Data Management: Include obligations for data handling, privacy, and protection in line with
regulatory requirements.

» System Compatibility: Require compatibility and integration assessments before service
commencement.

Legal and Compliance

* Regulatory Compliance: Ensure the provider agrees to comply with aviation regulations and
data protection laws relevant to your operations.

* Intellectual Property: Clearly delineate intellectual property rights and responsibilities.

 Contract Clarity: Use precise language to minimize ambiguities and employ legal counsel for
review.

Financial Terms

* Pricing and Payment: Define pricing structures, payment schedules, and conditions for any
cost variations.

* Cost Overrun Management: Establish mechanisms for handling unexpected cost overruns.

* Currency and Pricing Stability: Include terms to address currency fluctuation risks and
dependence on a single provider.

Technical Provisions

» Technology Maintenance: Obligate the provider to maintain current technologies and outline
their update plans.

+ Security: Require adherence to security best practices and conduct security assessments.

« Disaster Recovery: Insist on a proven disaster recovery plan.

Quality Assurance
* Quality Standards: Define specific service and product quality standards.

* Reporting: Mandate regular reporting on performance metrics and quality measures.
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Strategic Alignment
« Service Flexibility: Ensure services can evolve in alignment with strategic goals.

» Contract Flexibility: Include scalability and exit strategy provisions.

Human Factors
» Key Personnel: Require redundancy for key provider personnel and knowledge transfer plans.

* Cultural and Communication Fit: Choose providers with compatible corporate cultures and
effective communication channels.

Implementation and Management

* Risk Management: Detail the processes for risk identification, analysis, prioritization, mitigation
planning, implementation, and monitoring.

* Change Management: Establish procedures for managing changes to services, scope, or
contract terms.

+ Conflict Resolution: Outline steps for resolving disputes or disagreements.

Term and Termination
* Duration: Specify the contract’s start date, duration, and renewal terms.

» Termination Rights: Define conditions under which either party may terminate the agreement
and the associated processes.

Miscellaneous
 Confidentiality: Include confidentiality obligations to protect sensitive information.
« Liability and Indemnification: Define liability limits and indemnification clauses.

* Governing Law: State the governing law and jurisdiction for legal disputes.

Signatures

Execution: Ensure all parties sign the agreement, indicating their acceptance of its terms.
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Service Level Considerations

Define Service Expectations Clearly
* Identify Key Services: Catalogue all critical services that the provider will deliver.

» Determine Service Metrics: For each service, define specific, measurable metrics that reflect
performance and quality. Common metrics include uptime, response time for support requests,
and resolution times.

Best Measures:

* Quantitative Metrics: Use numerical values to measure performance (e.g., 99.9% uptime,
response within 4 hours).

* Qualitative Assessments: Incorporate standards for customer service and support quality,
which can be assessed through surveys and feedback mechanisms.

Establish Baseline Performance Levels

» Gather Historical Data: If available, use historical performance data to set realistic and
challenging baseline levels for each service metric.

* Benchmarking: Compare against industry standards or competitors to ensure your SLAs are
competitive and achievable.

Best Measures:

* Benchmark Performance Indicators: Leverage industry benchmarks to set your performance
indicators.

» Service Availability: Percentage of time the service is operational and accessible.

Negotiate and Agree on SLAs

* Collaboration: Work closely with your service provider to agree on SLAs that are challenging
yet achievable.

* Flexibility and Scalability: Ensure that SLAs can be adjusted as business needs evolve and
can scale with changes in service demand.

Best Measures:

» Mutually Agreed Metrics: Both parties should agree on the SLAs to ensure they are committed
to achieving them.
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* Dynamic SLAs: Include provisions for reviewing and adjusting SLAs on a regular basis or as
required by significant changes in service scope or volume.

Implement Monitoring and Reporting Mechanisms
* Real-Time Monitoring: Utilize tools that allow for real-time monitoring of SLA metrics.

* Regular Reporting: Schedule regular reports from the provider on SLA performance, including
any breaches.

Best Measures:

» Automated Monitoring Tools: Use software tools that can automatically track performance
against SLAs and alert when thresholds are approached or breached.

» Dashboard Reports: Employ dashboards that provide an at-a-glance view of SLA compliance
status and trends over time.

Define Consequences for SLA Breaches

* Penalty Structure: Establish a clear penalty structure for SLA breaches, which can include
financial penalties, service credits, or additional services at no cost.

» Continuous Improvement Requirements: Require a root cause analysis and corrective action
plan for any SLA breach.

Best Measures:

+ Service Credits: Use service credits as a compensation for not meeting SLA metrics, which
can be applied to future bills.

» Performance Improvement Plans: Require detailed plans for how the service provider will
improve performance following a breach.

Review and Revise SLAs Regularly
* Periodic Reviews: Schedule regular reviews of SLA performance and relevance.

» Adjust Based on Feedback: Use feedback from stakeholders and changes in business
requirements to adjust SLAs as necessary.

Best Measures:
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» Adaptive SLAs: Ensure SLAs are flexible to adapt to new technologies, changing business
environments, and evolving service requirements.

» Stakeholder Feedback: Incorporate feedback from users and business units affected by the
services to refine SLAs.

Foster Partnership and Communication

» Regular Meetings: Hold regular meetings with the service provider to discuss SLA
performance, challenges, and opportunities for improvement.

* Collaborative Approach: Treat the service provider as a strategic partner, working
collaboratively to achieve SLA targets and improve service delivery.

Best Measures:

* Partnership Mentality: Approach the relationship with a partnership mentality, focusing on
mutual success rather than penalizing failure.

* Open Communication Channels: Maintain open lines of communication for reporting issues,
discussing service improvements, and negotiating changes to SLAs.

IT Contract Risk Checklist

Operational Risks

* Risk: Service disruptions affecting operational efficiency.

+ Mitigation: Establish clear SLAs defining uptime and response times.
* Risk: Inadequate support for critical processes.

 Mitigation: Ensure robust support and escalation process.

* Risk: Data management and privacy concerns.

» Mitigation: Implement strict data handling and privacy policies.

* Risk: Incompatibility with existing systems.

+ Mitigation: Conduct compatibility and integration testing.

Legal and Compliance Risks

* Risk: Non-compliance with regulations and data protection laws.
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* Mitigation: Ensure compliance with industry-specific regulations.
* Risk: Intellectual property disputes.

« Mitigation: Define IP rights and responsibilities in the contract.

* Risk: Contractual ambiguities leading to disputes.

* Mitigation: Employ legal counsel for contract review and clarification.

Financial Risks

* Risk: Unexpected cost overruns.

 Mitigation: Negotiate fixed-cost contracts with terms on cost variations.
* Risk: Dependence on a single provider.

* Mitigation: Diversify suppliers or include termination clauses.

* Risk: Currency fluctuation risks in international contracts.

* Mitigation: Include clauses for significant currency fluctuations management.

Technical Risks

* Risk: Technology obsolescence.

* Mitigation: Require technology update and refresh plans.

* Risk: Security vulnerabilities.

* Mitigation: Conduct security assessments and require best practices adherence.
* Risk: Inadequate disaster recovery capabilities.

 Mitigation: Ensure a tested and proven disaster recovery plan is in place.

Quality Risks

* Risk: Service/product quality not meeting standards.

* Mitigation: Include detailed quality standards and performance metrics.
* Risk: Lack of transparency on performance metrics.

* Mitigation: Require regular performance and quality reports.
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Strategic Risks

* Risk: IT services not aligning with strategic goals.

« Mitigation: Ensure alignment with company’s strategic planning.
* Risk: Lock-in with a provider, limiting flexibility.

» Mitigation: Negotiate contracts with scalability and exit strategies.

Human Factor Risks

* Risk: Reliance on key personnel from the provider.

 Mitigation: Require redundancy in key positions and knowledge transfer plans.
* Risk: Cultural and communication barriers.

« Mitigation: Choose providers with compatible cultures and strong communication protocols.

Service Level Considerations

* Define service expectations clearly, including key services and specific, measurable metrics.
« Establish baseline performance levels through historical data and benchmarking.

* Negotiate and agree on SLAs that include flexibility and scalability.

» Implement monitoring and reporting mechanisms for real-time performance tracking.

* Define consequences for SLA breaches, including penalty structures and improvement
requirements.

* Review and revise SLAs regularly based on stakeholder feedback and business requirements.

* Foster a partnership and open communication with the service provider for continuous
improvement.

Implementation and Management Steps

« Utilize the checklist for risk identification in IT services contracts.

» Conduct risk analysis, prioritization, and develop mitigation strategies.

* Implement mitigation strategies, including contract negotiations and process enhancements.

» Monitor and adjust mitigation strategies as necessary based on regular risk environment
reviews.
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Next Steps

For comments or questions please email team@sassofia.com
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