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Professional Certificate in Contract Law in Technology (Germany)

Intellectual Property in Technology Contracts

Intellectual Property (IP) is the umbrella concept that covers creations of the mind which are protected by
law. In technology contracts the term is used to define the rights that parties hold over inventions, software
code, designs, brand elements and confidential information. Understanding each specific form of IP is
essential because contracts allocate ownership, usage and enforcement rights. The following glossary
provides detailed definitions, typical contractual clauses, practical examples and common challenges that
arise in German technology agreements.

Patent – A patent grants the holder an exclusive right to prevent others from making, using, selling or
importing the claimed invention for a limited period, usually twenty years from the filing date. In a
technology contract the patent clause will specify whether the parties are granting a licence to existing
patents, assigning newly created patents, or both. A typical clause may read: “The Supplier shall assign to
the Customer all patents arising from the Development Project, including any related applications and
continuations.” Practical application: A software company develops a novel AI algorithm that improves data
compression. The resulting invention is filed as a patent in Germany and the United States; the contract
assigns the patent to the client, who then can enforce it against competitors. Challenges often involve
determining who owns “background” inventions (pre‑existing patents) versus “foreground” inventions
(those created during the project) and ensuring that the assignment is effective in each jurisdiction.

Trademark – A trademark protects signs that distinguish the goods or services of one enterprise from those
of another. In technology contracts, trademarks are frequently addressed in marketing and branding
provisions. For instance, a cloud service provider may be granted a limited licence to use the client’s
corporate logo on its user‑interface. The clause will define the scope (e.G., “Solely for the purpose of
delivering the Services”) and the quality control obligations that the trademark owner retains. A practical
issue is that German trademark law requires the owner to maintain the distinctiveness of the mark; if the
licence permits alterations that dilute the brand, the owner may be exposed to infringement claims.

Copyright – Copyright protects original literary, artistic and software works automatically upon creation. In
technology contracts the copyright clause determines who owns the source code, documentation, user
manuals and related materials. The most common structures are:

1. Assignment – The developer transfers ownership of the copyright to the client. The clause must be
explicit because German law requires a written agreement for the transfer of exclusive rights. Example: “All
rights, title and interest in the Software and its Documentation shall be assigned to the Client upon full
payment.”
2. License – The developer retains ownership but grants the client a licence. Licences can be
“exclusive” (only the client may use the work) or “non‑exclusive” (the developer may also use or licence the
work to others). An exclusive licence may be coupled with a royalty, as in: “The Client receives an exclusive,
worldwide licence to use the Software for a royalty of 5 % of net sales.”
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3. Work‑Made‑For‑Hire – Under German law the concept is not automatic; a contract must expressly state
that the work is created as a “commissioned work” (Auftragsarbeit) and that the copyright is transferred to
the commissioning party.

Challenges include handling third‑party components that may be subject to separate licences (e.G.,
Open‑source libraries) and ensuring that the contract’s licence terms do not conflict with those underlying
licences.

Trade Secret – Trade secrets are confidential information that derives economic value from not being
generally known. German law protects trade secrets under the Act on the Protection of Trade Secrets
(GeschGehG). In technology contracts, trade‑secret provisions are usually embedded in a confidentiality
clause or a separate non‑disclosure agreement (NDA). The clause must define:

* The “Confidential Information” – often “all technical data, designs, algorithms and business information
disclosed by either party.”
* The “Obligation of Secrecy” – a duty to keep the information confidential and to use it only for the
purpose of the contract. * The “Duration” – German law allows indefinite protection as long as the
information remains secret, but contracts often set a fixed term (e.G., Five years after termination).

Practical example: A hardware manufacturer shares its proprietary chip layout with a contract manufacturer.
The NDA specifies that the layout is a trade secret, the manufacturer must implement security measures,
and any breach triggers an immediate injunction and damages. A common challenge is proving that the
information qualifies as a trade secret, especially when the same data is publicly available or when the
recipient has already possessed similar knowledge.

License – A licence is a permission to use IP rights under defined conditions. In technology contracts
licences can be:

* Exclusive licence – Only the licensee may exploit the IP; the licensor relinquishes its own right to use the IP
in the licensed field. * Non‑exclusive licence – The licensor retains the right to use the IP and may grant
licences to others. * Limited licence – The licence is restricted by scope, territory, duration or purpose (e.G.,
“Sole licence to use the Software in the European Economic Area for the term of this Agreement”).

A licence clause typically includes representations and warranties (e.G., The licensor owns the IP and the
licence does not infringe third‑party rights), a royalty structure, audit rights, and termination triggers.
Practical application: A SaaS provider licences a patented data‑processing method to a corporate client for
use in its internal analytics platform. The licence is exclusive, worldwide, and royalty‑free for the first twelve
months, after which a per‑user fee applies. Challenges arise when the licensor later discovers that the IP is
encumbered by prior licences, leading to potential infringement claims.

Assignment – Assignment is the transfer of ownership of IP rights from one party to another. Under German
law, the assignment of exclusive rights (including patents and copyrights) must be in writing and must
specify the rights transferred. In practice, contracts often contain a “cumulative assignment” clause that
covers all IP created during the project, both patents and copyrights, and may also include a “future

Read online: https://certificates.lsba.org.uk/guides/3922911/
intellectual-property-in-technology-contracts

London School of Business and Administration · 22 Jun 2026



G U I D E

assignment” provision to capture rights that arise after the agreement ends. Example: “All inventions,
designs, software and related documentation conceived or reduced to practice by the Contractor during the
Term shall be assigned to the Company, and the Contractor shall execute any further documents necessary
to perfect such assignment.”

Common challenges include ensuring that the assignment complies with employee invention laws (the
German Employee Invention Act – Arbeitnehmererfindungsgesetz) which give employees a statutory right
to a share of the economic benefit from inventions made in the course of employment. Contracts must
therefore address the employee’s entitlement and the employer’s obligation to compensate.

Ownership – Ownership refers to the legal title to IP rights. In technology contracts ownership is often
delineated between “background IP” (pre‑existing rights owned by a party before the contract) and
“foreground IP” (rights generated during the collaboration). A typical clause will state: “Each Party retains
ownership of its Background IP. All Foreground IP shall be owned by the Client, unless otherwise agreed in
writing.” The clause may also allocate rights to jointly created IP, specifying joint ownership or exclusive
ownership by one party with a licence to the other. Practical illustration: Two start‑ups co‑develop a
blockchain platform. The underlying cryptographic library is background IP of Startup A, while the
smart‑contract templates are foreground IP. The agreement grants Startup B a perpetual, royalty‑free
licence to the library, while the platform code is owned jointly. A challenge is that joint ownership can create
difficulties in licensing the IP to third parties, because each co‑owner must consent to the licence.

Infringement – Infringement occurs when a party uses IP without the permission of the rights holder.
Contracts typically contain an “Indemnification for Infringement” clause in which the licensor or supplier
warrants that the supplied IP does not infringe third‑party rights and agrees to indemnify the client against
any claims. Example: “The Supplier shall defend, indemnify and hold harmless the Customer from any claim
of infringement arising from the use of the Software.” In practice, the indemnifying party may be required to
either replace the infringing component, obtain a licence, or pay damages. A frequent challenge is the
“scope of indemnity” – whether it covers direct infringement only, or also indirect infringement (e.G.,
Contributory infringement). Additionally, German courts may limit indemnity for patent infringement to the
extent that the infringing product is “essential” to the contracted product.

Scope – The scope of an IP right in a contract defines the extent of the permission granted. It includes the
field of use (e.G., “Medical devices”), the territory (e.G., “Germany and the EU”), and the duration (e.G., “Five
years from the Effective Date”). Precise drafting is critical; an overly broad scope can unintentionally create
competition concerns, while an overly narrow scope may limit the commercial value of the licence. Practical
example: A university licences a patented sensor technology to a start‑up for use in “environmental
monitoring equipment” only in “Germany and Austria.” The start‑up later wishes to expand into “agricultural
drones” in the same territory; the contract’s narrow field‑of‑use clause would require a amendment or a
new licence. The challenge is balancing the licensor’s desire to preserve future exploitation opportunities
with the licensee’s need for commercial flexibility.

Territory – Territory specifies the geographic area where the IP rights may be exercised. In cross‑border
technology contracts, parties must consider the differences between national IP regimes. For patents, a

Read online: https://certificates.lsba.org.uk/guides/3922911/
intellectual-property-in-technology-contracts

London School of Business and Administration · 22 Jun 2026



G U I D E

European Patent may be validated in multiple jurisdictions, but each validation requires national fees and
may be subject to national opposition procedures. Contracts often include a clause such as: “The Licence is
granted for the Territory comprising the European Economic Area, the United States, Canada, Japan and
Australia.” Practical challenges include ensuring that the licence does not conflict with existing exclusive
licences in certain territories and managing the cost of maintaining patent protection in each designated
country.

Exclusivity – An exclusive right gives the licensee the sole authority to exploit the IP in the defined scope.
Exclusive licences are attractive because they provide competitive advantage, but they also increase the
licensor’s risk of losing alternative revenue streams. An exclusive licence clause may read: “The Licensor
grants the Licensee an exclusive, worldwide licence to commercialise the Patent for the duration of the
Agreement.” In practice, exclusivity may be limited to a particular market segment (“exclusive in the
automotive sector”) or to a specific product line. A common challenge is the “exclusivity carve‑out” – the
licensor may reserve the right to use the IP for internal research or to grant sublicences under certain
conditions. Careful drafting is required to avoid antitrust concerns, especially under EU competition law
which scrutinises exclusive arrangements that may restrict market competition.

Non‑exclusive – A non‑exclusive licence permits the licensor to grant the same rights to multiple parties.
This structure is common for software libraries that are distributed under a royalty‑free licence to many
customers. Example: “The Provider grants the Customer a non‑exclusive, royalty‑free licence to use the API
for internal development.” The advantage is that the licensor retains broader commercial options. However,
the licensee may face competition from other users of the same technology, which can affect the strategic
value of the licence. The contract may include “best‑effort” obligations for the licensor to maintain and
improve the IP, ensuring the licensee receives a comparable level of service as other licensees.

Royalty – A royalty is a recurring payment made by the licensee to the licensor, usually calculated as a
percentage of sales, revenue, or a fixed amount per unit. Royalty clauses define the calculation method,
reporting obligations, audit rights, and payment schedule. For example: “The Licensee shall pay to the
Licensor a royalty of 3 % of Net Sales of Products incorporating the Patented Technology, payable quarterly
within thirty days after the end of each calendar quarter.” Practical considerations include defining “Net
Sales” (gross sales minus taxes, discounts, returns) and handling currency conversion for cross‑border
agreements. A challenge is the “royalty ceiling” – parties may negotiate a maximum payable amount to limit
exposure, especially for early‑stage projects with uncertain sales.

Milestone – Milestones are predefined events that trigger payments, licences or other contractual
obligations. In IP contracts, milestones often relate to the filing, granting or commercialisation of patents. A
typical clause may state: “Upon issuance of a European Patent covering the Invention, the Supplier shall
receive a milestone payment of €100,000.” Milestones provide a way to align incentives and manage cash
flow. However, they can create disputes if parties disagree on whether a milestone has been achieved (e.G.,
Whether a provisional patent filing satisfies the “patent filing” milestone). Clear definitions and objective
criteria are essential to reduce ambiguity.

Development Rights – Development rights refer to the permission to create derivative works, modifications
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or improvements of existing IP. In software contracts, the development rights clause may grant the client
the right to adapt the source code, integrate third‑party modules, or create new features. Example: “The
Contractor grants the Customer a perpetual, royalty‑free licence to modify, enhance and create derivative
works of the Software.” Practical application: A client wishes to customise an ERP system for its specific
workflow; the contract must ensure that the client can legally make those changes without breaching the
licensor’s rights. A challenge is ensuring that derivative works do not infringe third‑party licences, especially
when the underlying code includes open‑source components with copyleft obligations.

Background IP – Background IP (also called “pre‑existing IP”) is the intellectual property owned by a party
before entering the contract. Contracts must identify the background IP that will be used in the project and
the licence terms under which it is supplied. A clause may read: “Each Party grants the other a non‑exclusive,
royalty‑free licence to its Background IP solely to the extent necessary for the performance of the Services.”
Practical example: A hardware supplier provides a proprietary microcontroller (background IP) to a software
developer who will write firmware for it. The licence must be sufficient to allow the developer to create and
test the firmware, but it should not permit the developer to sell the microcontroller independently. A
common issue is the failure to list all relevant background IP, leading to later disputes over unauthorised
use.

Foreground IP – Foreground IP (also called “project IP” or “newly created IP”) is the IP that arises as a direct
result of the collaboration. Contracts usually allocate foreground IP to the client, with the developer
providing an assignment or exclusive licence. Example: “All Foreground IP, including any patents, designs,
software and documentation, shall be owned exclusively by the Client.” The clause may also provide a
“grant‑back licence” to the developer, allowing it to use the foreground IP for internal purposes. Practical
challenge: Distinguishing foreground from background when an invention builds upon pre‑existing
technology; careful drafting must clarify the extent of the assignment and any residual rights.

Work‑Made‑For‑Hire – In German law, the concept of “work made for hire” is governed by the “commission
work” (Auftragsarbeit) provisions. When a party commissions a creator to produce a work, the
commissioning party can acquire the copyright if the contract expressly transfers it. A typical clause: “The
Contractor acknowledges that the Software is a commissioned work and hereby assigns all copyrights
therein to the Client.” Practical application: A marketing agency creates a website for a client; the contract
specifies that the client receives full ownership of the website’s design and code. Challenges include
ensuring that the assignment covers moral rights (which in Germany are inalienable) and that the creator
waives any claims to attribution if required by the client.

Joint Ownership – Joint ownership occurs when two or more parties share equal rights to a piece of IP. In
contracts, joint ownership is often avoided because it complicates licensing and enforcement; however, it
may arise in collaborative research projects. A joint‑ownership clause may state: “The Parties shall be joint
owners of any patents arising from the Collaboration, each having an undivided one‑half interest.” Practical
implications: Each co‑owner can independently exploit the patent, but must account for the other’s share of
profits. In Germany, the co‑owners must agree on licensing decisions; otherwise, a co‑owner may apply for
a “division” (Teilungsantrag) to split the rights. The challenge is that joint ownership can hinder the ability to
grant exclusive licences to third parties, potentially reducing commercial value.
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Confidentiality – Confidentiality clauses protect the exchange of non‑public information. In technology
contracts, confidentiality is often intertwined with trade‑secret protection. A typical confidentiality provision
will define “Confidential Information,” set out the obligations of the receiving party, and specify the
permitted disclosures (e.G., To employees on a need‑to‑know basis). Example: “The Receiving Party shall
keep all Confidential Information strictly confidential and shall not disclose it to any third party without the
prior written consent of the Disclosing Party.” Practical challenges include determining the duration of
confidentiality (especially after the contract ends) and handling inadvertent disclosures. Courts in Germany
apply a “reasonable steps” standard, meaning the receiving party must take appropriate technical and
organisational measures to safeguard the information.

Non‑Disclosure Agreement (NDA) – An NDA is a stand‑alone contract that governs the handling of
confidential information. In technology projects, NDAs are often signed before any substantive negotiations
begin. NDAs may contain “survival” clauses that extend the confidentiality obligations beyond the
termination of the main agreement, sometimes for a period of ten years. Practical example: A start‑up
shares its prototype design with a potential investor under an NDA; the investor later becomes a
competitor. The NDA provides the start‑up with legal recourse if the design is disclosed. A challenge is that
NDAs must be carefully drafted to avoid overly broad definitions that could be deemed unreasonable under
German contract law, potentially rendering the clause unenforceable.

Open Source – Open‑source software is distributed under licences that grant users rights to use, modify and
redistribute the code, subject to conditions. Technology contracts must address the incorporation of
open‑source components, as they can impose obligations such as attribution, source‑code disclosure or
copyleft requirements. A typical clause: “The Supplier shall provide a list of all open‑source components
used in the Software and shall ensure that any copyleft licences do not affect the Customer’s proprietary
rights.” Practical example: A developer uses a library licensed under the GNU General Public License (GPL) in
a commercial product. The GPL requires that the entire combined work be made available under the same
licence, which may conflict with the client’s desire to keep the software proprietary. A challenge is
conducting a “license compliance audit” to identify and remediate such conflicts, often requiring the
replacement of GPL components with permissively licensed alternatives.

GPL – The GNU General Public License (GPL) is a strong copyleft licence that requires derivative works to be
distributed under the same licence. In contracts, parties may explicitly prohibit the use of GPL‑licensed code
in proprietary software unless the parties agree to open‑source the entire product. Example clause: “The
Supplier shall not incorporate any GPL‑licensed code into the Deliverables unless the Customer expressly
consents in writing.” Practical considerations include the need for “clean‑room” development to avoid
inadvertent contamination and the risk that a breach of GPL obligations could lead to the loss of exclusivity
over the software. A common challenge is interpreting whether a particular component is a “derivative
work” of GPL code, a determination that can be technically complex.

MIT License – The MIT licence is a permissive open‑source licence that allows reuse, modification and
distribution with minimal restrictions, requiring only attribution. Contracts often treat MIT‑licensed
components as “compatible” with proprietary software, but still require a list of such components for
transparency. Example: “The Supplier may use MIT‑licensed libraries, provided that appropriate attribution is
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included in the product documentation.” Practical implication: The client must ensure that the attribution
does not reveal confidential implementation details. Challenges are rare with permissive licences, but the
main risk is overlooking the attribution requirement, which can lead to a breach of the licence.

Proprietary Software – Proprietary software is software that is owned and licensed under restrictive terms,
typically with source code kept confidential. In technology contracts, proprietary software is often the
subject of a licence or assignment. The contract must define the scope of the licence, any restrictions on
copying or reverse engineering, and the handling of updates. Example clause: “The Licensee shall not
reverse engineer, decompile or otherwise attempt to derive the source code of the Software, except as
expressly permitted by law.” Practical challenge: Enforcing anti‑reverse‑engineering clauses can be difficult,
especially when the software is delivered as a cloud service where the customer has no access to the
underlying code. German courts may limit such clauses if they unduly restrict the customer’s ability to
maintain the software.

Patent Pool – A patent pool is an agreement between multiple patent owners to license their patents as a
package. In technology contracts, a party may obtain a licence from a patent pool to simplify access to
essential patents. Example: “The Licensee shall obtain a licence from the XYZ Patent Pool covering all
patents necessary for the Manufacture of the Product.” Practical benefit: Reduced transaction costs and
reduced risk of infringement. Challenges include ensuring that the pool licence is comprehensive and that
the pool’s royalty rates are acceptable. Antitrust considerations arise if the pool includes dominant patents;
the European Commission monitors such arrangements for potential abuse.

Cross‑licensing – Cross‑licensing is a mutual exchange of licences between two parties, often used to avoid
infringement disputes. A typical clause: “Each Party grants the other a non‑exclusive, royalty‑free licence to
any patents owned by it that are necessary for the performance of the Contract.” Practical example: Two
semiconductor firms cross‑license each other’s patents to enable the development of a joint chip. A
challenge is that cross‑licences may be viewed as “blocking patents” and could be subject to competition
law scrutiny if they restrict market entry for third parties.

Indemnification – Indemnification clauses allocate the risk of third‑party IP claims. The indemnifying party
agrees to defend, cover damages and pay legal costs if a claim arises. A typical IP‑indemnity clause: “The
Supplier shall indemnify the Customer against any claim that the Software infringes any third‑party IP rights,
including reasonable attorneys’ fees and any damages awarded.” Practical considerations include caps on
liability, deductible amounts and the requirement for the indemnified party to provide prompt notice. A
challenge is that some German courts have limited the enforceability of indemnity clauses that attempt to
waive liability for gross negligence or intentional infringement.

Warranty – Warranty provisions in IP contracts assure the quality and legal compliance of the IP. Common
warranties include: (1) Non‑infringement, (2) title, (3) freedom from encumbrances, and (4) performance.
Example: “The Supplier warrants that the Software will perform in accordance with the specifications for a
period of twelve months after delivery.” Practical implication: Warranties provide the client with recourse if
the IP does not meet expectations, but they also increase the supplier’s exposure. A challenge is negotiating
the scope of warranties for emerging technologies where performance may be uncertain.

Read online: https://certificates.lsba.org.uk/guides/3922911/
intellectual-property-in-technology-contracts

London School of Business and Administration · 22 Jun 2026



G U I D E

Liability – Liability clauses limit the amount a party must pay for breaches, often by setting a monetary cap
or excluding certain damages (e.G., Indirect or consequential losses). In IP contracts, parties may agree to a
“liability cap” equal to the total fees paid under the agreement, except for liability arising from intentional
infringement. Example: “Except for liability arising from breach of the non‑infringement warranty, each
Party’s total liability shall not exceed the aggregate fees paid in the preceding twelve months.” Practical
challenge: German law may deem a liability cap unreasonable if it leaves the injured party without adequate
compensation, especially for infringement claims that could result in high damages.

Force Majeure – Force majeure clauses excuse performance when an event beyond the parties’ control
prevents fulfilment. In IP contracts, force majeure may affect the delivery of software, the filing of patents or
the provision of licences. Example: “If either Party is unable to perform its obligations due to an event of
force majeure, the performance period shall be extended by a period equal to the duration of the
impediment.” Practical consideration: Parties should list specific events (e.G., Natural disasters, war,
pandemics) and define the notice requirements. A challenge is that courts may interpret force majeure
narrowly; the party invoking it must prove that the event was unforeseeable and that all reasonable steps
were taken to mitigate the impact.

Termination – Termination provisions allow parties to end the contract under certain conditions, such as
breach, insolvency or convenience. In IP contracts, termination may trigger the reversion of licences, the
return of confidential information, and the continuation of certain rights (e.G., A licence may survive
termination for a defined period). Example: “Upon termination for cause, all licences granted herein shall
immediately cease, and the Licensee shall destroy all copies of the Software.” Practical challenge: Ensuring
that termination does not create a “gap” in IP protection, for example, if a licence ends before a patent is
granted, leaving the licensee without the ability to commercialise the product.

Survival – Survival clauses specify which provisions continue to apply after the contract ends. In IP
agreements, confidentiality, indemnity, warranty and dispute‑resolution clauses often survive. Example: “The
confidentiality obligations set out in Clause 5 shall survive termination for a period of five years.” Practical
benefit: Protects the parties’ interests beyond the contractual relationship. A challenge is drafting the
survival period to be reasonable under German law; overly long periods may be deemed excessive.

Governing Law – Governing law determines which legal system will interpret the contract. In Germany,
parties frequently choose German law for technology contracts, but may also select English law for
international projects. Example: “This Agreement shall be governed by and construed in accordance with
the laws of the Federal Republic of Germany.” Practical implication: The choice of law influences how IP
rights are interpreted, especially regarding assignment formalities and the validity of certain clauses. A
challenge is that foreign law may have different requirements for the assignment of patents or copyrights,
potentially rendering a clause ineffective.

Jurisdiction – Jurisdiction defines the courts that have authority to hear disputes. A clause may provide
exclusive jurisdiction to a German court (e.G., The Berlin Regional Court) or agree on a neutral venue.
Example: “All disputes arising out of or in connection with this Agreement shall be submitted to the
exclusive jurisdiction of the courts of Munich.” Practical consideration: Parties should assess the
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convenience, cost and expertise of the chosen forum. A challenge is that some jurisdictions may have
limited capacity to enforce IP judgments, especially for foreign patents.

Choice of Law – The choice‑of‑law clause is closely related to governing law but may also address the
applicability of conflict‑of‑laws rules. In the EU, the Rome I Regulation governs choice‑of‑law for contractual
obligations. Example: “The parties hereby select German law as the applicable law, irrespective of the Rome I
Regulation.” Practical relevance: The clause ensures that the contract’s IP provisions are interpreted under
German statutes, which may provide specific protections (e.G., The “Beteiligung an Erfindungen” provisions
for employee inventions). A challenge is ensuring that the chosen law does not conflict with mandatory
provisions of another jurisdiction, such as the US Patent Act’s requirement for written assignments.

Arbitration – Arbitration is an alternative dispute‑resolution mechanism where an independent tribunal
decides the dispute. Many technology contracts include an arbitration clause to avoid lengthy court
proceedings. Example: “Any dispute arising out of this Agreement shall be finally resolved by arbitration
under the Rules of the International Chamber of Commerce, with the seat of arbitration in Frankfurt.”
Practical benefits include confidentiality, speed and expertise of arbitrators in IP matters. Challenges include
the enforceability of arbitral awards across borders, the cost of arbitration, and the limited ability to appeal
an award, which may be problematic if the award is perceived as erroneous.

Dispute Resolution – Dispute‑resolution clauses outline the steps parties must follow before resorting to
litigation or arbitration, often including negotiation, mediation and escalation. A typical clause: “The parties
shall first attempt to resolve any dispute through good‑faith negotiations for a period of thirty days. If
unresolved, the dispute shall be referred to mediation administered by the German Institution for
Arbitration (DIS).” Practical use: Early resolution can preserve business relationships and reduce costs.
Challenges arise when parties act in bad faith or when the dispute involves complex technical IP issues that
are difficult to mediate without expert testimony.

Assignment of Rights – Assignment of rights is the formal transfer of ownership in IP. Under German law,
assignment of patents requires a written agreement, and the assignment must be recorded in the German
Patent Register to be enforceable against third parties. A clause may state: “The Contractor shall assign all
rights in any patents arising from the Project to the Client, and shall cooperate to record the assignment in
the German Patent Register within thirty days of grant.” Practical implication: Failure to record the
assignment may allow a third party to acquire a later‑filed competing patent. A challenge is coordinating
the timing of assignment with the patent filing schedule, especially when development is rapid.

License Back – A licence‑back clause grants the original licensor a licence to use the IP that it has assigned.
This is common when a supplier assigns a patent to a customer but wishes to retain the ability to use the
technology in other product lines. Example: “The Client shall grant the Supplier a non‑exclusive, royalty‑free
licence back to the Patented Technology for use in the Supplier’s own research and development activities.”
Practical benefit: The supplier retains flexibility while the client obtains ownership. Challenges include
ensuring that the licence‑back does not create competition in the same market, which could be restricted
by exclusivity clauses.

Royalty‑Free Licence – A royalty‑free licence permits use of IP without ongoing payments. This is often used
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for internal tools, open‑source components or as part of a strategic partnership. Example: “The Supplier
grants the Customer a royalty‑free licence to the SDK for internal development purposes.” Practical use:
Reduces cost for the licensee and can encourage adoption of the technology. However, the licensor must
carefully consider the scope of the licence to avoid unintentionally relinquishing commercial opportunities.
A challenge is monitoring compliance to ensure the licensee does not exceed the authorised scope (e.G.,
Commercial distribution).

Per‑Use Fee – A per‑use fee is a payment model where the licensee pays a fee each time the IP is used. This
model is common for APIs or cloud‑based services. Example: “The Licensee shall pay a per‑use fee of €0.10
For each transaction processed through the API.” Practical considerations include tracking usage accurately,
establishing audit rights, and defining the measurement unit (transactions, calls, users). A challenge is
handling spikes in usage that may lead to unexpectedly high fees, and negotiating caps or tiered pricing to
manage budgeting.

Escrow – An escrow arrangement involves depositing source code or other critical IP with a neutral third
party, to be released under specified conditions (e.G., Supplier bankruptcy). A clause may read: “The
Supplier shall place the current version of the Software source code in escrow with XYZ Escrow Services, to
be released to the Customer upon the occurrence of a Material Adverse Change event.” Practical benefit:
Protects the customer’s continuity of operations if the supplier can no longer support the software.
Challenges include defining the trigger events, ensuring that the escrowed material is up‑to‑date, and
dealing with licensing restrictions of third‑party components that may be part of the source code.

Software Maintenance Agreement – A maintenance agreement provides updates, bug fixes and support for
software. In IP contracts, maintenance clauses often include a licence to use updated versions and may
contain IP warranties. Example: “During the Maintenance Period, the Supplier shall provide the Customer
with all updates and upgrades, and the Customer shall be granted a licence to use such updates under the
same terms as the original Software licence.” Practical implication: Ensures that the customer receives
ongoing improvements without renegotiating the IP licence. A challenge is the allocation of liability for
defects introduced in updates, especially if the updates incorporate third‑party open‑source code.

Technical Documentation – Technical documentation (e.G., API specifications, design diagrams) is often
treated as copyrighted material. Contracts must specify whether the documentation is assigned, licensed or
retained by the author. Example: “All Technical Documentation created by the Contractor shall be assigned
to the Client, and the Contractor shall provide the Client with all source files in editable format.” Practical
use: The client can modify and localise the documentation for its own customers. Challenges include
ensuring that the documentation does not contain proprietary third‑party material that cannot be
transferred.

Derivative Work – A derivative work is a new creation that incorporates or is based on pre‑existing IP. In
software contracts, derivative works arise when a client customises a vendor’s platform. A clause may state:
“Any Derivative Works created by the Customer shall be owned by the Customer, provided that the
Customer obtains a licence to the underlying Background IP from the Supplier.” Practical challenge:
Determining whether a modification is a derivative work (subject to the original copyright) or a separate
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work (which may be owned by the modifier). German copyright law provides that the author of a derivative
work holds the copyright, but the underlying rights remain with the original copyright holder, necessitating
a licence.

Patent Infringement – Patent infringement occurs when a product or process falls within the scope of a
granted patent without permission. Contracts dealing with patents often contain “non‑infringement”
warranties and indemnities. Example: “The Supplier warrants that the Products do not infringe any
third‑party patents.” Practical risk: If infringement is later discovered, the infringing party may be liable for
damages and may need to obtain a licence or redesign the product. A common challenge is “patent thicket”
environments where multiple overlapping patents increase the likelihood of infringement, requiring
comprehensive freedom‑to‑operate (FTO) analyses.

Freedom‑to‑Operate (FTO) Analysis – An FTO analysis assesses whether a product can be commercialised
without infringing existing IP rights. In contracts, parties may require an FTO opinion as a condition
precedent. Example: “The Supplier shall provide a written FTO opinion covering all relevant patents in the
Territory prior to delivery of the Product.” Practical benefit: Reduces the risk of later infringement claims.
Challenges include the cost of conducting thorough searches, the dynamic nature of patent portfolios (new
patents may be granted after the analysis), and the reliance on third‑party counsel whose opinion may not
be binding on courts.

Patent Landscape – A patent landscape is a strategic overview of relevant patents, owners and trends in a
technology field. Contracts may reference a patent landscape report to define the scope of exclusive
licences. Example: “The Licence shall cover all patents identified in the attached Patent Landscape Report
dated 01‑01‑2025.” Practical use: Helps parties understand the breadth of the IP they are licensing. A
challenge is that the landscape may become outdated, and parties must agree on mechanisms for updating
the scope as new patents emerge.

Patent Term Extension – In Germany, certain patents may receive a term extension (Verlängerung) to
compensate for regulatory approval delays (e.G., Pharmaceuticals). Contracts should address whether such
extensions apply to the licensed patents. Example: “Any Patent Term Extensions granted for the Patented
Technology shall automatically extend the Licence term accordingly.” Practical implication: Extends the
commercial exploitation period, preserving the value of the licence. A challenge is that extensions are
granted only under specific statutory regimes, and parties must monitor the regulatory process to claim the
extension.

Read online: https://certificates.lsba.org.uk/guides/3922911/
intellectual-property-in-technology-contracts

London School of Business and Administration · 22 Jun 2026


