
INDEX

Acceptance testing, 250, 391,
396–397

Accounting services, 137, 141. See
also Finance and accounting
outsourcing

Acquired Rights Directive, 353, 411
Ancillary agreements, 488, 493–500,

503–513, 547, 554, 561
Application service providers (ASPs),

514–522
Approvals, 157, 158, 387, 389, 391,

410
Asset cost value, percentage of, 159,

160
Assets

inventory, 29
lump-sum payment for, 18, 160
management, 3–6, 23, 151
and pricing considerations, 159,

160
sale of, 21, 47, 51, 135, 416
transfer of, 21, 23, 27, 29, 135,

143, 290
Assignment, 134, 135, 144, 145, 154,

173, 187, 307, 390, 546
Attorney-client privilege, 148, 269
Attorneys

and contracts, 135–138, 142
and due diligence, 117
international transactions, 408,

439–442
and negotiations, 109, 110, 122,

128
as part of project team, 19

Audits, 150
contract issues, 137, 184
contract provisions, customer BPO

form, 267, 268
contract provisions, vendor BPO

form, 298
international issues, 154, 414–415,

422, 434, 442, 471
negotiations, 124
reports, 68
and SOX compliance, 141, 142,

150, 184
of vendor, 150

Autopsy of negotiations, 525, 526

Base salary, 358, 373, 377
Benchmarks

alternatives to, 338
benchmarker, 335, 336
contract provisions, 141, 239, 255,

256, 545

customer satisfaction survey
checklist, 339–342

international considerations, 415
organizations for comparison, 334,

335
performance measurement, 330,

333–338
process, 337, 338

Benefits analysis, 348, 350
Bids, 34, 338. See also Request for

proposal (RFP)
Bill of sale, 501, 502
Bonuses, performance, 333
Breach of contract. See Contracts
Business continuity, 417, 520–522,

545, 546
Business priorities, 385, 392–394
Business process outsourcing

agreement
customer form, 233–284
vendor form, 285–314

Business process outsourcing defined,
3, 4

Business recovery, 148, 173, 187,
202, 215, 230, 231, 389, 417,
424, 492. See also Business
continuity

Business strategy, 384, 385
Business transformation. See

Transformation projects
Business variability, 149–150

California information security law,
446, 462–464

Cancellation, 394
Categories of BPO, 4–9
Change management, 386
Change orders, 311, 392, 394
Children’s Online Privacy Protection

Act (COPPA), 454–456
Choice of law, 154
Codes of conduct, 472
Commodity Futures Trading

Commission (CFTC), 447, 448
Communications

confidentiality. See Confidentiality
electronic, 458–461
employees, 346, 357, 364, 365,

413
internal, 23, 25, 26, 386
press releases, 524, 525
transformation project, 386
vendor selection and notification,

88–90
Compensation issues, 348, 350, 358,

373, 377

Computer Fraud and Abuse Act
(CFAA), 446, 459–460

Computer Security Act of 1987,
446

Confidentiality, 147, 148. See also
Privacy issues

contract provisions, 147, 148, 239,
240, 262, 268–271, 299, 300,
311, 545

and contract termination, 545, 559,
571, 577

employee confidentiality
agreement, 360, 380, 381

negotiations, 88, 545
nondisclosure agreement, 39–45
and project planning, 20
request for proposal, 35, 62, 63
teaming agreement, 507

Consent
to assignment, 154, 280
contract provisions, 240, 262, 281,

290, 294, 311
government and regulatory, 440,

478
third-party, 144, 145, 167, 181,

196, 210, 225, 290
Consent letters

software access, 531–533
software access with support

(installation), 534–536
Consultants, 1, 384
Contract administration, 526, 528,

529
Contract management, 409, 410
Contracts

attorneys, use of, 136, 137
breach, 151, 152
and control of vendor, 156–158
drafting, 135
executive summary, 526
exhibits. See Exhibits
finance and accounting

outsourcing, checklist of key
issues, 189–203

human resources outsourcing,
checklist of key issues, 175–188

international considerations. See
International transactions

joint management procedures,
323–325

key issues, 137–156, 162–174
logistics and warehouse

management outsourcing,
checklist of key issues, 218–232

miscellaneous provisions,
checklist, 173, 174
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Contracts (continued)
model contracts, information

privacy and security, 470–472
negotiation. See Negotiations
outsourcing agreement, sample

customer form, 233–284
outsourcing agreement, sample

vendor form, 285–314
overview, 134–136
pricing issues, 158–161
procurement outsourcing, checklist

of key issues, 204–217
proprietary rights rider, vendor

form, 315–320
signing, 523, 524
structure of, 138

Controlling the Assault of
Non-Solicited Pornography and
Marketing Act (CAN-SPAM),
458, 459

Cost analysis, 385
Cost considerations, 158
Cost-of-living adjustment (COLA),

38, 160, 295, 321, 322, 416,
422, 544

Cost-plus pricing, 159, 402
Cost savings

from outsourcing, 2, 8, 9, 20, 21
pricing considerations, 161
and service levels, 331

Credits, performance, 243, 254, 255,
291, 313, 331–333

Critical services, 29, 30, 137, 148,
152, 240, 274, 331–333, 417

Currency risk, 416
Customer relations, 458, 459
Customer responsibilities, 143, 156,

157, 416
Customer satisfaction, 9, 140–141,

242, 255, 331, 339–344,
543–544

Customer service, outsourcing, 4, 8
Customers

business process outsourcing
agreement, 233–284

management, 409
Cut-over, 396

Damages
limitations on, 151, 545
liquidated, 107, 137, 141,

151–152, 397, 398, 543
Data. See also Confidentiality;

Privacy issues
contract provisions, 542
conversion, 402
errors, correction of, 262, 298
ownership and return of, 146–147,

262, 542, 569, 577
and performance measurement,

330, 337
protection, 298, 299

recovery, 389
security, 257, 461–465
transborder data flow and

regulation, 413
transfer of databases, 466, 467,

469, 470
Dedicated environment, 158
Deferral rights, 249, 264, 393, 398,

528
Delay, 392–394
Deliverables, 529, 544
Directives, European Union, 469, 473
Disclaimers, 62, 136, 271, 301, 302
Dispute resolution, 153, 272, 273,

302, 337, 338, 545
Documentation, 146

insurance, 279, 280
operating and user manuals, 402
and record retention, 268
termination provisions, 569
transformation projects, 402

Drivers for outsourcing, 9
Due diligence

agreement, 116–120
checklist, 126–128
checklist for transactions with

ASPs, 516–519
human resources, 347–355
international considerations,

412–414, 425
preliminary, 20–22
termination checklist, 562–566
vendor selection, 31, 33

Economic Espionage Act of 1996,
446

Effective date, 409
Electronic Communications Privacy

Act (ECPA), 446, 459–460
Employee issues

benefits, 348, 350, 360–363
communication with, 23, 25, 26,

89, 90, 364, 365
confidentiality agreement, 380, 381
due diligence, 347–355
privacy, 456–458
renegotiation and termination,

546–547
solicitation of employees, 155,

283, 309, 366
stay incentives, 359, 367–371
training, 402
transfers, 26, 27, 135, 142, 166,

410, 411
transitioning to vendor, 345, 346,

356–365, 376–379, 529
Employee Retirement Income

Security Act (ERISA), 7, 182,
270, 272, 301, 352, 353

Equipment, 394, 395, 543
European Commission model

contracts, 471

European Economic Area (EEA),
469, 470, 473

European Union (EU), 445, 469–472,
483

Exhibits, 481–493
Expenses, 160, 161
Exports. See Import/export controls

Facilities, 543
Fair and Accurate Credit

Transactions Act of 2003
(FACTA), 446, 447, 456, 457

Fair Credit Reporting Act (FCRA),
446, 456

Federal Deposit Insurance
Corporation (FDIC), 447, 448

Federal Reserve Board, 447, 448
Federal Stored Wire and Electronic

Communications Act (Stored
Communications Act), 459

Federal Trade Commission (FTC),
444, 447–449, 455, 456, 460,
467, 468, 472, 476

Fees, contract provisions, 544. See
also Pricing structure

Fees, termination, 542
Finance and accounting outsourcing,

5
checklist of key contract terms,

189–203
Financial institutions

information privacy and security
laws, 446–450

regulations and international
issues, 412–414

Financial Modernization Act, 446.
See also Gramm-Leach-Bliley
Act (GLBA)

Fixed fees, 158, 159, 402
Force majeure provisions, 148, 152,

417, 545, 546

Gainsharing provisions, 545
General assignment and bill of sale,

238, 288, 501–502, 567–568
Governing law, 154
Government agencies, notifying, 529,

530
Gramm-Leach-Bliley Act (GLBA),

446–449, 462, 465
Growth in BPO market, 1–3
Guidelines for the Security of

Information Systems and
Networks, 446

Hardware specifications, 400
Health care industry, information

privacy and security, 450–454
Health Insurance Portability and

Accountability Act of 1996
(HIPAA), 128, 148, 182, 432,
450–454, 462, 465, 483
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Hold-backs, 398
Human resources

checklist of key contract terms,
175–188

contract issues, 365, 366
due diligence, 347–355
employee confidentiality

agreement, 380, 381
international transfers of

employees, 410, 411
legal compliance, 352, 353
outsourcing (HRO), 6, 7, 456–458
privacy issues, 456–458
representatives, 365
request for proposal, 348, 356,

372–375
stay incentives, 359, 367–371
terms and conditions, 356–363,

376–379
transitioning employees to vendor,

345, 346, 356–364, 376–379

Identity Theft Act (California), 463
Import/export controls, 154, 283,

308, 413–414, 470, 471
In-house capabilities, 157, 546, 548
Indemnity, 151, 153, 365, 366, 390,

403
Industry regulations, 412–414
Information security laws, 461–465,

468, 473
Information technology (IT)

integration issues, 9, 10
Injunctive relief, 155–156
Installation of equipment and

technology, 394, 395
Integration issues, 9, 10, 140
Intellectual property, 143–146, 542,

543
Internal evaluation, 20–22
Internal politics, 547
International Organization for

Standardization (ISO), 462
International transactions

audit requirements, 414, 415
checklist of key issues, 418–424
complexity of, 407, 408
contract issues, 408–418
disaster planning and continuation

of services, 417
due diligence, 412–415
employees, transfer of, 410, 411
human resources, legal

compliance, 353
import/export controls, 154, 283,

308, 413, 414, 470, 471
laws and regulations, 412–414
local counsel questionnaire,

439–442
offshore checklist, 425–438
performance monitoring, 415
pricing issues, 415, 416

privacy and security, 468–474
termination, 417

Joint management procedures,
323–325

Joint ventures, 547

Legal resources, questionnaires for
assessing, 46–53

Letter of intent, 89, 98–104
Liability, limitations on, 151
Licensing of intellectual property.

See Intellectual property
Logistics and warehouse management

outsourcing, 8
checklist of key contract terms,

218–232
Loss, risk of, 395, 396

Management, 143
customer, 409
micromanagement of vendors, 158
service level expectations, 328
support, 19
transformation project, 386, 399,

400
vendor, 409, 410

Market trends, 1–3
Marketing, 405, 458, 459
Methodologies, 401–404, 415
Milestone payments, 397, 398, 544
Most favored customer provisions,

338
Multiple environments, 388, 389,

396, 415

National Credit Union Administration
(NCUA), 447, 448

Negotiations, 105–115, 135–137,
525, 526. See also Renegotiation

Noncompetition agreements, 404
Nondisclosure agreement

example, 39–45

Objectives for outsourcing, 9, 20,
385, 525, 526

Office of the Comptroller of the
Currency (OCC), 447, 448

Offshore outsourcing. See also
International transactions

checklist, 425–438
information privacy and security

issues, 473, 474
Organization for Economic

Cooperation and Development
(OECD), 445, 446, 472

Outplacement services, 353
Outsourcing team, formation of, 19
Ownership issues, 390, 414. See also

Data; Proprietary information

Payment, 149, 397–399, 402, 403
Performance credits, 73, 243, 254,

255, 291, 313, 331–333
Performance measurement, 140, 141

benchmarks, 333–338
contract provisions, 327
customer satisfaction survey

checklist, 339–342
excused performance, 331
international considerations, 415
reports, 343, 344
service levels, 327–333

Performance specifications, 73, 74
Press release, 524, 525
Pricing structure, 2, 138, 139,

158–161, 402, 403, 415, 416,
538, 544

Privacy issues, 147, 148
company privacy policies,

465–468
contract amendments due to

changes in law, 476
contract provisions, 476
corporate codes of conduct, 472
data privacy questionnaire,

477–479
evaluation of needs and potential

liabilities, 475, 476
financial institutions, 446–450
global issues, 468–473
health care industry, 450–454
legal developments, monitoring,

476
liability analysis, 475, 476
model contracts, 470–472
and offshore outsourcing, 473, 474
overview, 444, 445
practice tips, 475, 476
privacy laws, 445–461, 476

Procurement outsourcing, 7, 8
checklist of key contract terms,

204–217
Productivity, 331
Project guidelines, establishing, 20
Project leader, 19
Project team, 161
Proposals

autopsy of, 525, 526
evaluating, 81–88, 91–97

Proprietary information. See also
Confidentiality; Privacy issues

contract rider, vendor form,
315–320

transformation projects, 403, 404
Publicity, 154, 524, 525, 548

Rate-based pricing, 159
Real estate management, 6
Reasons for outsourcing, 17–19
Redundancy plans, 350–352, 362
Regulatory compliance, 412–414,

529, 530
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Renegotiation, 537–548, 551–561
Reports, 146, 331, 337, 343, 344, 400
Representations, 150, 151, 365
Request for information (RFI), 32,

54–58
Request for proposal (RFP), 33–38

autopsy of, 525, 526
evaluation form for vendor

proposals, 91–97
example, 59–79
human resources, 348, 356,

372–375
and negotiation process, 107, 110,

111
and privacy issues, 449
and request for information, 32
and use of long-range plan, 30
vendor group, size of, 33

Resource pool, 159
Restrictive covenants, 155, 156, 404
Right to compete, 404. See also

Restrictive covenants
Right to Financial Privacy Act,

446
Risk analysis, 21, 22, 385, 386,

526–528
Risk of loss, 395, 396
Roll-outs, 405, 415
Root cause analysis, 332

Safe harbor privacy program, 471,
472

Sarbanes-Oxley Act (SOX), 137,
141–143, 150, 170, 184, 199,
211, 422, 434, 461, 462

Scope of project, defining, 26–30
Scope of services, 139, 408
Securities and Exchange Commission

(SEC), 447, 448
Security practices

California information security
law, 446, 462–464

information security, 257, 461–465
liability analysis, 475, 476

Service level agreements (SLAs),
328–331

Service levels
and business continuity. See

Business continuity
failure to meet, 151, 332–333,

417, 543
multiple environments and

transitioning, 388
outsourcing agreement provisions,

customer form, 253–256
outsourcing agreement provisions,

vendor form, 290, 291
and performance measurement,

140, 141, 327–333
planning stage considerations, 29

and renegotiation, 543
and termination of contract, 543

Service locations, 409, 414
Severance plans, 350–352, 362
Shared services center, 129–131, 158
Software

consent letter (access and
installation), 534–536

consent letter (access only),
531–533

third-party, 401, 402, 404
Staffing, 143, 399, 548
Standards

Code of Practices for Information
Technology Management, 462

performance, 415
product standards, control of, 156

Stay incentives, 359, 367–370
Strategic alliances, 547
Strategic control, 156–158
Subcontractors, 356, 389–390
Survival of terms, 154

Taxes, 149, 161, 416
Teaming agreements, 497, 503–513
Technical architecture, 156
Term of agreement, 139, 540
Termination, 150, 152, 153, 333

agreement, sample, 567–574
assistance services, 546, 549,

575–579
and contract terms, 538–548
customer checklist, 551–561
due diligence checklist, 562–566
employees, solicitation of, 366
factors to consider, 547, 548
fees, 542, 548
international considerations, 417
plan, 548–550
process, 538
reasons for, 538, 540
and third-party service contracts,

543
transition assistance, 546, 549, 550

Terms and conditions
employee transition, 376–379
of employment, 356–363
model term sheet, 121–125

Third-party intellectual property, 144,
145

Third-party licenses, 404
Third-party processing, 414
Third-party service contracts, 543
Third-party software, 401, 402, 404
Time and materials pricing, 160, 402
Timetable, 22–25

transformation project schedule,
385, 391–394

transition back to customer or
another vendor, 548

To be delivered items (TBDs), 528
Training, 402
Transformation projects, 140

business priorities, 385
business strategy, 384, 385
communications plan, 386
contract provisions, 390–405
maintaining multiple environments,

388, 389
management issues, 386
organizational awareness, 386
project definition, 385, 387, 388,

391
project plan, 391
purpose of, 384
risk assessment, 385, 386
subcontractors, use of, 389, 390

Transition assistance, 546, 549, 550
Transition plan, 140, 363, 529, 546,

548. See also Employee issues
Travel costs, 161
Treasury Office of Thrift

Supervision, 447, 448

United Nations (UN), 445, 469
USA Patriot Act of 2001, 446

Vendors, 10, 16
business process outsourcing

agreement, 285–314
contract concerns, 158
intellectual property, 145, 146
international transactions, 416
list of, 11–15
management, 10, 409, 410
notifying, 88–90, 529
proprietary rights rider, 315–320
selection of, 30–33, 81–90
transferring, 548

Venue, 154

Waivers, 155
Warranties, 150, 151

disclaimers, 136, 271, 302
human resources, 365
nondisclosure agreement, 41
outsourcing contract provisions,

150, 151, 270, 300, 301, 365
pass-through, 390
transformation projects, 403

Web sites
Children’s Online Privacy

Protection Act, 454–456
privacy issues and collection of

information, 459–461
Wiretap Act, 459, 460
Worker Adjustment and Retraining

Notification Act (WARN), 352
Worst-case scenario planning, 386


