
M E M O R A N D U M 
 
TO:  Governing Board Members 

FROM: Sheryl G. Wood, General Counsel 

DATE: November 10, 2010 

SUBJECT: Settlement of a Contract Dispute with Chemware, Inc. 
 
Background: 
The District entered into Contract No.: 46000001023 with Chemware, Inc. on August 6, 
2007 for the development of custom database software to store and manage ecological 
and biological data for the Ecological Database (EcoDB) Project.  
 
Although Chemware claims that it provided everything required by the contractual scope 
of work, the District disagreed and concluded that the system was too cumbersome to 
be accepted by the users (District scientists). The District potentially owed Chemware 
the final balance due of $123,243.84 under the contract; however, the District did not 
pay the final balance to Chemware because of the dispute regarding its performance. 
The contract had been extended three times for a cumulative total of one year at no 
additional cost, to allow Chemware time to fix the system.  The efforts of Chemware 
were not to the District’s satisfaction.  
 
Chemware filed a lawsuit against the District claiming the District breached its contract 
with them by, among other things, not paying the balance of $123,243.84 potentially 
owed under the contract.  After the lawsuit was filed against the District, a final good 
faith effort to address the EcoDB system deficiencies was made through an all day 
demonstration conducted on April 30, 2010. District users who were present throughout 
the demonstration came to the unanimous conclusion that the system did not meet the 
minimum functionality requirements.   
 
Despite the dispute over the EcoDB Contract, Chemware continues to successfully 
support the Laboratory Information Management System (LIMS) which tracks all District 
water quality data and provides a chain of custody for the water quality samples in 
compliance with legal requirements.  Therefore, both parties felt that they should pursue 
an amicable settlement of the dispute over the EcoDB Contract.  The parties reached 
settlement requiring Chemware to provide the District with a credit in the amount of 
$133,136.00, to be applied against maintenance work Chemware continues to perform 
for the District’s LIMS System, and requiring Chemware to forgo their final payment of 
$123,243.84 under the contract for EcoDB and requiring each party to pay their own 
attorney’s fees. 
 
Funding Source: 
Under the terms of the settlement, no payment is required by the District.  
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This Board item impacts what areas of the District, both resource areas and 
geography: 
This settlement affects the EcoDB software system used by the District. 
 
What concerns could this Board item raise? 
This settlement should not raise any concerns. 
 
Why should the Governing Board approve this item? 
This settlement resolves all claims for compensation from the District, avoiding 
uncertainties associated with trial and the District’s expenditure of additional funds to 
pay the District’s legal costs associated with litigation. 
 
If you have any questions, please do not hesitate to call me at extension 6976. 
 
SGW/jrr 
 


