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Case study

~ Customer (C): financial institution

~ Customer has always been working up untill now with a proprietary

software (SW)

— proves to be unsuitable on a long term basis
v Execution of a consultancy agreement with an IT service provider

~ Definition of C’s need
~ Drafting of a RFP
~ Drafting of a questionnaire

~v After analysis of the offers, C opted for a multi vendors IT solution
based on packaged softwares solutions i.e.

~ One existing banking suite (+Oracle database)

~ One reporting software
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Case study

v All packaged SW had to be partly customised to match
C’s needs

v One new module had to be developed and will be part of
the banking suite available to other clients

v One new module shall remain specific for C

v An interface between the banking suite and the reporting
SW has to be developed
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Case study

v Necessity of 3 agreements:

~ License to use the packaged SW
~ Maintenance of the packaged SW

~ Services agreement in order to develop and maintain the Ad hoc
software(s) and specific IT services (customisation)

v Specific points of attention

~ Licence of the to be developed modules
~ Maintenance of the to be developed modules

v Integrator # Licensor of the SW (one single contract?)
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Step 1: License to use the packaged SW

~ The packaged SW is copyright protected (copyright act and

computer program act)

~ Layers of IPR

. J
P.e
we
»
"/

~ Packaged SW

— Publisher (Presumption of assignment in favor of employer vs Free
lance developer)

~ Customisation

— Contractor (here publisher of the packaged SW)
— C (Specific term or if performed by C)

~ Maintenance (Modifications)

— Contractor (Publisher)

— C (If C performs the maintenance; it can be assigned to publisher by
specific terms)

~+ Data
— Right holders
~ Risk of co-ownership or derived artwork (see infra)
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Step 1: License to use the packaged SW

v Copyright: Specific points of attention

~ Co-ownership of Copyright
~ Indivisible copyright
~ Management of co-ownership may be contractually agreed
~ Consent of co-owner (or Court authorization) required to exploit
~ No consent of co-owners to for copyright enforcement
~ Individual contributions

~ Each co-owner can personally exploit the work (without prejudice to the
common work)

~ Unless agreed otherwise, co-owners may not exploit their work with
new contributors

~ Derived work
~ Depends on a pre existing work (Adapation)
~ Consent of the author of the first work required
~ Coyright belongs solely to the author of the derived work

~ French case-law « Prince Igor », (Paris Court of Appeal, 8 June1971)
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Step 1: License to use the packaged SW

v |IPR Status

~ Licensor grants a license to C
~ Non assignable
~ Non exclusive

~ Right to use the modules of the packaged SW + new versions delivered in
accordance with the maintenance agreement

~ C may not grant any access to third parties (C’s clients, affiliated
companies, outsourcing compliant)

w Licence granted for a specific price (One shot/ leased license) (duration)

~ C may (not) modify the source code for its own use (Impact on IPR and
maintenance)

~ Escrow of the source code

~ Licensor guarantees that the packaged SW does not infringe third party
IPR / contain any open source component (unless specifically listed)

(Limits of such warranties — continuity of the operation) (see infra)
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Step 2: Maintenance of the packaged SW

v Scope

~ Maintenance of the packaged SW object of the license
agreement (Quid code modifications and Ad hoc modules)

~ How many versions of the SW are maintained (Impact of related
SW e.g. Oracle database)

v Maintenance for a determined price : annual fee
consisting in a percentage of the licence fee ( e.g. 15%)

~ Duration (Impact on license agreement)

Double object:
~ Corrective maintenance
~ Evolutive maintenance

¢
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F20: A ER4EP
Step 2: Maintenance of the packaged SW

v 2B 4EP Corrective maintenance

v BE ARGk Repair of bugs

~ TR AR GEmR I, 910 B A 5 SO AT SEBIL 5 [R) K e
)7 AR U B BT BRI D RE G S AR P AR R T8 R — T
2 AUIACHS ) Contractual definition of a bug i.e. error following
which the software does not produce the result expected in
regard of the contractual specifications (Breach of IPR
assimilated to bug — New non infringing code)

v RGUERFE 2R, WA EARE (PRl h1-428) , SRFUE
FIPRAT MBI 1A (ARIE 75 (SLRIFAT vs. BN PO
Classification of bugs according their seriousness (i.e.
classification from 1 to 4) and the contractual time period for
action and repair (workaround) (Immediate action vs. repair
deadline)
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F20: A ER4EP
Step 2: Maintenance of the packaged SW

~ AL PE4ES 4E Evolutive maintenance
~ AR PR RA  (HRARPIRZS? D Delivery to C of

the new versions of the packaged SW (status of old versions?)

DI HEAN K i B FVEE I T 20 e B A4 8 i A< New
version of the package software following technical, functional
and/or requlatory evolutions

~ LEPRSR RUEVE D ARAT VAR ELBORG KA HE . iy . 12 T i
ATV R M AR I IS N GRS 1T 3 i 2
(Importance to stipulate that SP, in its quality of specialist of IT
banking, shall be aware of regulatory evolutions relating to the
banking world and procures to modify the SW in due time (legal
deadlines)
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Step 3: Services agreement

v S5 PRTE AL RE VR AT B IS AE A S A R o R AR A AR Y 1R b 2 PR R R
HrE k5. This agreement provides for all the services performed by SP to
C which are not covered by the license agreement or the maintenance
agreement

— FUR LR R BB AL 1025 P KRG 2 o BT T I i TR, =TF R
MEFIRAT Qo2 e, GBUE, AR RIS Z Im A i) = JF AR — AN
Yo (e Ja B vl g gD
Specific Developments of the packaged SW in accordance with C’s specific
needs which are not covered by the packaged SW

= Development of an Ad hoc software (7% tailor made) (Pitfalls, maintenance
and absence of critical mass)

= Development of a New module (Fee for C in case of further sales)

— Maintenance of the Specific Developments (# New module and
customisation of the existing modules) (# specific reusable developments)

— Services can be performed by the licensor of the packaged SW, an
aCuthorised integrator (license to use and modify the source codes) and /or
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Step 3: Services agreement

v |PR Status of the Specific Developments
~ Reminder : C has no rights on the package software

v To whom belong the Specific Developments?
~ Co-ownership between C and SP? Not practical and dangerous
~ Ownership by C
~ Provide for an automatic progressive assignment of IPR to C

~ Upstream, SP must guarantee that it holds all relevant IPR/ that any
IPR held by third parties have been transferred to it : employees/
consultants/ free-lance efc..

~ Concomitant grant of license to SP autorising it to exploit and market
the Specific Developments (remuneration)

~ C refrains from selling the Specific Developments to third parties
(remuneration)

~ Drawbacks of ownership by C (Cost and absence of critical mass)
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Step 3: Services agreement

~ To whom belong the Reusable Developments?
~ SP (Cost, critical mass, maintenance)

~ (alternative) Provide for an ownership by C and a simultaneous
concomitant grant of license to use and to market to SP ( included

in price)
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Transversal clauses

v General liability and liability for breach of IPR

~ A cap is acceptable for general liability issues but not for breach
of IPR

~ Financial damages, besides their dissuasive character, are not
efficient

~ The wrongdoer should be bound to rewrite the disputed code or
to acquire a license

~ Workaround should be implemented in the meantime
~ Other tools
~ scope reduction (exclusion of indirect damages, financial loss, loss

of data)
~ insurance
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Transversal clauses

v Need for upstream process which will limit in practice
possible IPR breaches

v Security
~ Roll out of logging SW
~ Need to know rule
~ Security SW technology

v Confidentiality
~ Need to know rule
~ Improve awareness of employees and contractors
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“Things don't change. You change your way of looking,
that's all.”

THANK YOU FOR YOUR ATTENTION
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