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International Technology Contracts

Governing law is the legal system that determines how a contract is interpreted and enforced. In an
international technology contract a party may choose German law because it offers a predictable framework
for software licensing, or may select English law to benefit from a well-developed body of case law on
intellectual property. The choice influences how courts view issues such as the enforceability of
limitation-of-liability clauses or the definition of “material breach”. A practical example is a German software
vendor that sells a SaaS platform to a U.S. client; the vendor may insert a clause stating that the contract is
governed by German law, thereby ensuring that any dispute will be resolved under familiar statutory
provisions such as the German Civil Code (BGB). A challenge arises when the chosen governing law conflicts
with mandatory provisions of the other party’s jurisdiction, for instance when a consumer protection law in
the United States imposes stricter warranty requirements that cannot be contracted out.

Jurisdiction designates the court or tribunal that has the authority to hear a dispute. In cross-border
technology deals parties often prefer to avoid national courts and instead opt for arbitration. The
jurisdiction clause may read, “All disputes shall be resolved by arbitration under the Rules of the
International Chamber of Commerce, with the seat in Berlin.” This provides certainty about the procedural
rules and the location of the arbitration. However, enforcing an arbitral award can be problematic if the
losing party’'s assets are located in a country that does not recognize the award, creating a risk of
non-collectability.

Force majeure refers to events beyond a party's reasonable control that prevent performance. Typical
triggers include natural disasters, war, or sudden changes in export-control regulations. A clause might state
that a party is excused from performance for the duration of the force-majeure event, provided that written
notice is given within ten days. An example is a cloud-service provider that cannot maintain its data centre
because a pandemic leads to government-ordered lockdowns. The challenge lies in drafting a definition
that is neither too narrow (excluding relevant events) nor too broad (allowing a party to escape liability for
ordinary business risks). Courts often interpret force-majeure clauses strictly, so precise language is
essential.

Intellectual property (IP) covers patents, copyrights, trademarks, trade secrets and related rights. In
technology contracts IP is the core asset, and the agreement must allocate ownership, licensing rights and
protection obligations. For instance a German hardware manufacturer may develop a new sensor
technology and grant a foreign partner a sole, non-exclusive license to use the patented design in a specific
market. The contract should define the scope of the license, the field of use, the territory, and any
sublicensing rights. A common challenge is handling "background IP” (pre-existing IP owned by each party)
versus “foreground IP” (IP created during the collaboration). Failure to clearly delineate these categories can
lead to disputes over who owns improvements made during the project.

Patent license is a contractual permission to use a patented invention. Licenses can be “exclusive”, granting
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only one licensee, or “non-exclusive”, allowing multiple parties to exploit the same patent. In a cross-border
technology transfer, a German firm may grant a Japanese partner an exclusive patent license for a specific
product line, while retaining the right to use the patent in other product lines. The license agreement should
specify royalties, milestones, and audit rights. A practical difficulty is determining an appropriate royalty
structure when the licensed technology is integrated into a larger system that also contains third-party
components. Parties must negotiate how royalties are calculated (e.g., as a percentage of net sales, a fixed
per-unit fee, or a combination) and include mechanisms for adjusting rates if market conditions change.

Software as a Service (SaaS) contracts differ from traditional software licences because the provider hosts
the application and the customer accesses it over the internet. Key clauses address service availability, data
security, and termination rights. A typical SLA (service-level agreement) may guarantee 99.9 % uptime per
month, with penalties for downtime exceeding the threshold. For example, a German SaaS vendor offering
an ERP solution to a French retailer may commit to a monthly uptime of 99.9% and provide service credits if
the actual uptime falls to 99.5%. Challenges include measuring uptime accurately, allocating responsibility
for outages caused by third-party infrastructure, and reconciling the SLA with the vendor’s
limitation-of-liability clause.

Cloud computing contracts often involve multi-tenant environments, data residency requirements, and
compliance with international standards such as ISO27001. The contract must identify the “cloud service
provider” (CSP) and the “customer”, define the services (e.g., infrastructure-as-a-service,
platform-as-a-service), and allocate responsibilities for security controls. A practical example is a German
biotech company that stores patient data in a cloud environment located in the United States. The
agreement must address the requirements of the EU General Data Protection Regulation (GDPR) and
include “standard contractual clauses” to lawfully transfer personal data across borders. A challenge arises
when the CSP’s data-center is subject to U.S. government surveillance orders, potentially conflicting with the
customer’s GDPR obligations.

Data protection under the GDPR imposes strict duties on data controllers and processors. Contracts must
contain "processor” clauses that set out the processor’s obligations to act only on the controller’s
instructions, to implement appropriate technical and organisational measures, and to assist with
data-subject rights requests. For instance, a German e-commerce platform that outsources payment
processing to an Indian provider must ensure that the processing agreement includes clauses on data
breach notification within 72 hours and the right to audit the processor’s security practices. A practical
challenge is ensuring that the processor can meet the GDPR's “right to be forgotten” requirements,
particularly when data is stored in multiple jurisdictions with differing deletion standards.

Cross-border data transfer is the movement of personal data from the European Economic Area to a third
country. The GDPR allows such transfers only if the destination country provides an “adequate level of
protection” or if appropriate safeguards are in place. Contracts frequently rely on “Standard Contractual
Clauses” (SCCs) approved by the European Commission. A German software company that provides
analytics services to a U.S. client may embed SCCs in its service agreement, thereby creating a legally
binding framework for data transfers. The challenge is that SCCs can be invalidated by national courts if
they deem the third-country laws incompatible with EU standards, requiring parties to monitor legal
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developments continuously.

Assignment is the transfer of contractual rights or obligations to a third party. In technology contracts,
assignment clauses often restrict the ability to assign without consent, particularly for IP licences. A typical
clause might state that “neither party may assign or novate this agreement without the prior written
consent of the other party, except in the case of a merger or acquisition”. For example, a German hardware
startup that is acquired by a larger corporation will need the customer’s consent to assign the existing
software licence. Challenges include negotiating consent thresholds and ensuring that the assignee
maintains the same level of performance and compliance.

Subcontracting refers to delegating part of the contractual performance to another party. In technology
projects, subcontracting is common for specialized components such as security testing or localisation. The
main contract should require the primary contractor to obtain prior consent for any subcontractor and to
remain liable for their performance. A practical illustration is a German system integrator that engages an
Indian firm to perform penetration testing on a critical infrastructure project. The integrator must ensure
that the subcontractor complies with the same data-protection standards and that any breach is reported to
the client. A frequent difficulty is managing the flow of information between the principal, the
subcontractor, and the client without violating confidentiality obligations.

Confidentiality clauses protect proprietary information exchanged during negotiations and performance.
They typically define “confidential information”, set the duration of the obligation (often five years
post-termination), and outline permitted disclosures (e.g., to legal counsel). For example, a German Al
developer may share its training algorithms with a foreign partner under a confidentiality agreement that
prohibits reverse engineering. A practical challenge is balancing the need for confidentiality with the
partner’s requirement to disclose information to its auditors or regulators, which may be addressed by
“necessary disclosure” carve-outs with prior notice.

Non-Disclosure Agreement (NDA) is a specific type of confidentiality agreement used before a full contract
is signed. NDAs are often short, focusing on the protection of trade secrets during the due-diligence phase.
An NDA may state that any breach will result in “injunctive relief” in addition to monetary damages. A
challenge is that courts sometimes find NDAs unenforceable if they are overly broad or if they attempt to
restrict competition beyond what is reasonable. Drafting a balanced NDA requires precise definition of the
confidential material and clear, limited purposes for its use.

Indemnity clauses allocate the risk of certain losses from one party to another. In technology contracts,
indemnities commonly cover IP infringement, third-party claims, and breach of data-protection obligations.
A clause may read, “The Supplier shall indemnify the Customer against any third-party claim arising from
the Supplier’s breach of the IP warranties”. For instance, a German software vendor that incorporates
open-source components must indemnify the customer if a third party alleges copyright infringement. The
practical difficulty lies in negotiating the scope of the indemnity, the cap on liability, and the procedural
steps for making a claim, especially when the parties operate under different legal regimes with varying
concepts of “strict liability”.

Limitation of liability sets a maximum amount that a party can be required to pay for damages. Typical caps
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are expressed as a multiple of the contract value (e.g., “three times the total fees paid”). However, certain
liabilities, such as those arising from gross negligence, willful misconduct, or breaches of confidentiality, are
often excluded from the cap. A German cloud provider might limit its liability to €5 million, while expressly
stating that liability for data-loss due to negligence is uncapped. The challenge is ensuring that the
limitation is enforceable under the applicable law; for example, German courts may deem a limitation void if
it contravenes mandatory consumer-protection provisions.

Warranty represents a promise that certain facts or conditions are true. In technology contracts, warranties
may cover the functionality of software, compliance with specifications, and non-infringement of third-party
rights. A typical warranty clause might state, “The Supplier warrants that the Software will perform in
accordance with the Technical Specification for a period of twelve months from delivery”. The warranty
period often aligns with a “maintenance” phase, during which the supplier must correct defects at no
additional cost. Challenges include defining the “performance” criteria in measurable terms, especially for
complex systems where performance can be affected by external factors such as network latency.

Escrow arrangements involve a neutral third party holding source code, documentation or other critical
assets. Escrow is used to protect the licensee if the licensor becomes insolvent or fails to meet its
obligations. The escrow agreement specifies “release conditions”, such as the licensor’s bankruptcy, and the
"verification process” to ensure the source code is complete. For example, a German automotive supplier
may require the software vendor to place the source code in escrow, granting the supplier access if the
vendor ceases operations. A practical difficulty is negotiating the cost of escrow services and determining
the frequency of verification updates, as outdated code can render the escrow ineffective.

Milestones are predefined stages of a project, each linked to a payment or deliverable. Milestones provide a
structured way to monitor progress and manage risk. A typical milestone schedule might include “Prototype
delivery — €200,000", "Beta testing — €300,000", and “Full deployment — €500,000". Payments are often
contingent upon acceptance of the deliverable by the customer. A challenge is defining clear acceptance
criteria to avoid disputes over whether a milestone has been achieved, especially when technical
specifications are complex or subject to interpretation.

Payment terms outline the timing, method and currency of payments. International technology contracts
frequently include a “currency clause” that designates the currency (e.g., EUR, USD) and addresses
exchange-rate risk. An example clause could state, "All amounts shall be paid in euros; if the invoice is
issued in dollars, the conversion rate shall be the European Central Bank rate on the invoice date”. The
practical challenge is managing fluctuations in exchange rates, which can affect the supplier’s profitability.
Parties may include “currency adjustment” mechanisms that increase or decrease payments based on a
predefined index.

Currency clause is a specific provision that determines the currency of performance and may provide for
adjustments in case of significant exchange-rate movements. For instance, a German hardware
manufacturer selling equipment to a Brazilian buyer may stipulate that payments are to be made in euros,
with a "hard-currency” clause that protects the seller from devaluation of the Brazilian real. The challenge is
that buyers may resist paying in a foreign currency due to conversion costs, leading to negotiations around
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“dual-currency” options or hedging arrangements.

Exchange rate risk arises when contract values are expressed in a currency different from the parties’
functional currency. Parties can mitigate this risk through forward contracts, options, or by including a
“currency adjustment” clause that ties payments to a specific exchange-rate index. A practical illustration is
a German software firm that invoices a client in Japanese yen; to protect against yen depreciation, the
contract may state that the amount will be recalculated using the average EUR/JPY rate of the month
preceding the invoice. The difficulty lies in selecting an appropriate index and ensuring that the adjustment
mechanism is transparent and enforceable.

Dispute resolution clauses set out the process for handling disagreements. They may prescribe negotiation,
mediation, arbitration or litigation, and often specify the “choice of forum". A typical clause could read, "The
parties shall first attempt to resolve any dispute through good-faith negotiations; if unresolved, the dispute
shall be submitted to arbitration under the ICC Rules, with the seat in Berlin”. The advantage of arbitration is
confidentiality and expertise of arbitrators in technology matters. However, challenges include the cost of
arbitration, potential delays, and the difficulty of enforcing awards in jurisdictions that do not recognize the
arbitral institution.

Arbitration is a private dispute-resolution mechanism where an independent third party renders a binding
decision. Technology contracts frequently choose arbitration because it allows for specialist arbitrators
familiar with complex technical issues. The arbitration agreement must define the “rules” (e.g., ICC, LCIA), the
“language” of the proceedings, and the “seat” (legal place). For example, a German Al startup and a U.S.
venture capital firm may agree to ICC arbitration in Hamburg, with English as the language. A practical
challenge is ensuring that the award is enforceable under the New York Convention, particularly when the
losing party’s assets are located in a country with limited treaty participation.

Mediation is a non-binding, collaborative process where a neutral mediator assists parties in reaching a
settlement. Mediation clauses may require parties to attempt mediation before proceeding to arbitration or
litigation. A clause might state, “Any dispute shall first be referred to mediation under the German
Mediation Institute rules, with a mediator appointed jointly”. Mediation can preserve business relationships,
which is valuable in long-term technology collaborations. However, mediation’s voluntary nature means
that parties must be willing to compromise; otherwise, the process can be a costly delay without resolution.

Choice of forum determines the court that will hear any litigation that is not resolved by alternative dispute
mechanisms. A contract may specify “the courts of Berlin” as the exclusive forum, providing certainty about
procedural rules and the applicable procedural law. The challenge is that a foreign party may perceive a
domestic forum as disadvantageous due to travel costs, language barriers, or perceived bias. Parties often
balance this by pairing a domestic forum with an arbitration clause, allowing the losing party to enforce the
award in its own jurisdiction.

Technical specifications are detailed descriptions of the functional and performance requirements of a
product or service. They form the basis for acceptance testing and performance measurement. For example,
a German telecommunications provider may require a software module to support “5G NR (New Radio)
standards, with latency below 10 ms and throughput of at least 1 Gbps”. The contract should reference the
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specification document and state that any deviation must be resolved through a “change order”. A practical
difficulty is that specifications can become outdated during a long-term project, necessitating a systematic
process for updates and re-acceptance.

Scope of work (SOW) outlines the tasks, deliverables, timelines and responsibilities of each party. It is the
operational counterpart to the high-level contract terms. A typical SOW for a cloud-migration project may
include “assessment of existing infrastructure, design of migration plan, execution of data transfer, and
post-migration support”. The SOW should be attached as an annex and referenced in the main agreement.
The challenge is ensuring that the SOW is sufficiently detailed to avoid ambiguity but flexible enough to
accommodate unforeseen technical challenges.

Deliverables are the tangible or intangible outputs that a party must provide under the contract. They can
include software code, documentation, training materials, or a completed pilot test. Each deliverable should
be described with acceptance criteria, format, and delivery method. For instance, a German fintech company
may require the delivery of “API documentation in PDF format, version 1.0, within thirty days of the beta
release”. A common challenge is that the recipient may claim non-conformance, leading to disputes over
whether the deliverable meets the contractual definition. Clear, objective acceptance tests help mitigate this
risk.

Change order is a formal amendment to the contract that modifies the scope, schedule, price or other
terms. Change orders are essential in technology projects where requirements evolve. A change order
clause may require that any change be documented in writing, signed by both parties, and that the impact
on price and schedule be agreed before work commences. For example, a German software integrator may
receive a request from a client to add a new reporting module; the change order would specify the
additional €50,000 fee and the revised delivery date. The difficulty lies in controlling “scope creep”, where
numerous small changes accumulate, potentially jeopardizing the project’s profitability.

Termination provisions describe the circumstances under which a contract may be ended. They typically
distinguish between “termination for convenience” (by either party, usually with notice) and “termination for
cause” (due to breach). A termination-for-convenience clause might allow the customer to terminate the
agreement with ninety days’ notice, paying only for work performed up to the termination date. Termination
for cause may require a “cure period” (e.g., thirty days) after notice of breach. A practical challenge is
negotiating the balance between flexibility for the buyer and protection for the supplier, especially when
large upfront investments have been made.

Termination for convenience gives a party the right to end the contract without attributing fault, often in
exchange for a termination fee. This clause is common in government procurement and large-scale IT
projects where budgetary constraints may shift. For instance, a German public agency may include a
termination-for-convenience clause that allows it to cancel a €10 million software development contract
with a 30 % termination fee. The supplier must assess whether the risk is acceptable and may negotiate a
“minimum commitment” to offset potential losses.

Termination for cause occurs when a party materially breaches the agreement. The non-breaching party
must typically provide a notice of breach and a reasonable opportunity to cure. If the breach is not cured,
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the contract may be terminated. A typical clause could read, “If either party fails to remedy a material
breach within thirty days of receipt of written notice, the non-breaching party may terminate the
agreement”. A challenge is defining what constitutes a “material breach”, especially in technical contracts
where performance issues may be gradual or intermittent.

Breach is the failure to perform an obligation under the contract. In technology contracts, breaches can
involve late delivery, non-conformity with specifications, or failure to maintain confidentiality. The contract
should specify the remedies available, such as “specific performance”, “"damages”, or “termination”. For
example, a German software vendor that delivers a product with critical security vulnerabilities may be
deemed to have breached the warranty and confidentiality obligations. The practical difficulty is quantifying

damages, particularly when the breach leads to indirect losses such as reputational harm.

Remedies are the legal means of enforcing rights after a breach. They may include monetary damages,
specific performance, or injunctive relief. In technology contracts, monetary damages are often limited by a
liability cap, while specific performance may be impractical for software delivery. An example of an
injunctive remedy is a court order preventing a former employee from using proprietary source code after
leaving the company. A challenge is that some jurisdictions, such as Germany, may be reluctant to grant
specific performance for intangible assets, making liquidated-damage clauses a useful alternative.

Performance metrics are quantitative measures used to assess whether a party has fulfilled its obligations.
Common metrics in technology contracts include “response time”, “resolution time”, “system uptime”, and
"defect density”. The contract should define each metric, the measurement method, and the consequences
of non-compliance. For instance, a German IT services provider may guarantee a “mean time to

restore” (MTTR) of four hours for critical incidents, with service credits if the target is exceeded. The practical

challenge is ensuring that the metrics are realistic, measurable, and aligned with the client’s business needs.

Service Level Agreement (SLA) is a subset of the contract that sets out the expected level of service, often
expressed as performance metrics and associated penalties. SLAs are essential for cloud services, managed
services and support contracts. An SLA may include “99.5 % monthly availability”, “maximum five minutes
for incident acknowledgement”, and “monthly reporting of service performance”. A practical difficulty is that
overly aggressive SLAs can expose the provider to high liability, while lenient SLAs may not meet the client’s
operational requirements. Parties often negotiate “service credits” as a proportion of the monthly fee to

compensate for shortfalls.

Uptime is the percentage of time that a system is operational and available to users. It is a key SLA metric
for hosting and cloud services. An uptime guarantee of “99.9 %" translates to roughly 43 minutes of
downtime per month. The contract should define what constitutes "downtime” (e.g., scheduled maintenance
may be excluded). For example, a German data-center operator may promise 99.95 % uptime, with a service
credit of 5% of the monthly fee for each 0.1 % shortfall. The challenge lies in accurately monitoring uptime,
especially when the provider relies on third-party network carriers that may have their own performance
issues.

Downtime is the period when a service is unavailable. Contracts must specify whether scheduled
maintenance, force-majeure events, or third-party failures are counted as downtime. A realistic approach is
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to carve out “maintenance windows" that are pre-agreed and excluded from the uptime calculation. For
instance, a German Saa$S provider may schedule a two-hour maintenance window each month, which will
not be counted against the uptime guarantee. The practical issue is that customers may still experience
business impact during maintenance, leading to disputes over the adequacy of the exclusion.

Maintenance window is a pre-defined time period during which routine maintenance, upgrades or patches
are performed. The contract should require the provider to give advance notice (e.g., 48 hours) and to limit
the duration of the window. For example, a cloud-service agreement may allow a maintenance window of
up to four hours on weekends, with no more than two windows per month. The challenge is balancing the
provider's need to keep the system secure and up-to-date with the client’s operational continuity, especially
for mission-critical applications that cannot tolerate any interruption.

Support services cover assistance provided to the customer for troubleshooting, upgrades, and user
training. Support agreements often differentiate between “tier-1" (basic help-desk) and “tier-2" (advanced
technical support). A typical clause may require the provider to respond to tier-1 incidents within one hour
and to resolve tier-2 incidents within twenty-four hours. A practical challenge is ensuring that the support
team has the necessary expertise and language capabilities to serve customers in multiple jurisdictions, and
that the support hours align with the client’s business hours.

Escalation procedures define the steps to be taken when an incident cannot be resolved at the initial
support level. They typically involve higher-level technical staff, management, and possibly the client's
appointed liaison. An escalation matrix may specify that after three failed attempts to resolve a critical
incident, the issue must be escalated to the provider’'s senior engineer and the client's project manager. The
difficulty is maintaining clear communication channels and ensuring that the escalation triggers are
objective and not subject to differing interpretations.

Compliance refers to adherence to applicable laws, regulations and industry standards. In technology
contracts, compliance obligations may include export-control laws, data-protection regulations, and
sector-specific standards such as PCI-DSS for payment processing. A compliance clause may require each
party to obtain and maintain all necessary licences and to cooperate in audits. For example, a German
manufacturer exporting encryption-enabled devices to the United States must comply with both EU
export-control regulations and U.S. International Traffic in Arms Regulations (ITAR). The challenge is that
compliance requirements can change over time, necessitating ongoing monitoring and contract
amendments.

Export controls are governmental restrictions on the transfer of certain technologies, software and technical
data. The EU Dual-Use Regulation and the U.S. Export Administration Regulations (EAR) are common
regimes. Contracts must contain clauses obligating the parties to obtain export licences where required and
to refrain from transferring controlled items to prohibited destinations. For instance, a German Al company
providing a machine-learning model that incorporates encryption may need an export licence before
sharing the source code with a partner in China. The practical difficulty is the administrative burden of
licence applications and the risk of severe penalties for non-compliance.

Sanctions are measures imposed by governments to restrict trade with certain countries, entities or
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individuals. Sanctions programmes such as the EU’'s Common Foreign and Security Policy (CFSP) or the U.S.
Office of Foreign Assets

Control (OFAC) list may prohibit dealings with designated parties. A contract should include a "sanctions
compliance” clause stating that each party will not engage with sanctioned entities and will promptly notify
the other party of any changes. For example, a German software reseller must ensure that its downstream
customers are not on the OFAC Specially Designated Nationals list. The challenge is that sanctions lists are
frequently updated, requiring continuous due-diligence and potentially leading to abrupt contract
termination.

Anti-bribery provisions prohibit the offering, giving, or receiving of improper payments to obtain or retain
business. Contracts often incorporate the OECD Anti-Bribery Convention or the UK Bribery Act as the
governing standard. A typical clause may require each party to maintain an “anti-bribery policy”, to conduct
"background checks” on key personnel, and to report any suspected violations. For instance, a German
engineering firm entering a joint venture with a partner in a high-corruption risk country must implement
robust compliance controls. The difficulty lies in aligning corporate culture and training across jurisdictions
to prevent inadvertent breaches.

Anti-corruption is a broader concept that includes bribery, fraud, and other illicit conduct. Contracts may
require “certifications” that the parties have not engaged in corrupt practices and may provide for
“termination for cause” if a breach is discovered. A practical example is a technology procurement contract
that includes a warranty that the supplier has not paid any illicit fees to public officials in the supplier’s
home country. The challenge is that anti-corruption laws can differ significantly in scope and enforcement,
making it necessary to adopt the most stringent standards to minimize risk.

IP ownership determines who holds the title to intellectual property created under the contract. In
collaborative development projects, parties often agree that each retains ownership of its “background IP”
and that “foreground IP” will be owned jointly or assigned to one party. For example, a German software
developer and a Japanese hardware manufacturer may agree that any improvements to the software made
during the joint project will be owned by the software developer, while the hardware manufacturer receives
a perpetual, royalty-free licence to use those improvements. The practical difficulty is ensuring that the
ownership provisions are compatible with each party’s internal policies and that they allow for future
commercial exploitation.

Joint development involves two or more parties working together to create new technology. The contract
must allocate rights to the resulting IP, define contributions, and set out the governance structure. A joint
development agreement may stipulate that each party contributes “background IP” and that any
“foreground IP" will be co-owned, with each party having the right to exploit the IP in its own market. A
challenge is managing the coordination of development activities across different time zones, legal regimes
and corporate cultures, which can lead to delays and disagreements over contribution valuation.

Background IP is the intellectual property owned by a party before entering the contract. It is typically
excluded from any transfer of ownership but may be licensed for use in the project. A contract should list
the relevant background IP, describe the licence scope, and state any restrictions on modification. For
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instance, a German robotics firm may license its patented gripper technology to a partner for integration
into a new automation system, while retaining the right to use the technology in other applications. The
difficulty is ensuring that the licence is sufficiently clear to avoid infringement claims from third parties.

Foreground IP is the intellectual property created during the performance of the contract. Ownership of
foreground IP must be expressly addressed, as default rules may vary by jurisdiction. A typical clause may
assign all foreground IP to the customer, granting the supplier a limited licence to use the IP for internal
purposes. For example, a German cloud-service provider may develop a custom analytics module for a
client; the contract may assign ownership of the module to the client while allowing the provider to reuse
generic components in other projects. The challenge is determining the valuation of foreground IP and
ensuring that the assignment does not conflict with the supplier's existing licences.

Warranty of non-infringement is a promise that the supplied technology does not violate any third-party IP
rights. This warranty is critical for software licences, where inadvertent inclusion of patented algorithms can
expose the licensee to litigation. A contract may require the supplier to indemnify the customer against any
infringement claim, with the supplier bearing the cost of settlement or redesign. For instance, a German
enterprise software vendor may warrant that its product does not infringe any patents owned by a U.S.
company. The practical difficulty is that the supplier may not be aware of all relevant patents, especially in
jurisdictions with fragmented patent systems, making the warranty riskier to provide.

Limitation of warranty period defines the time during which the warranty is effective. A typical period is
twelve months after acceptance, after which the supplier’s liability for defects may cease, unless the defect is
due to a latent defect that could not have been discovered earlier. For example, a German loT device
manufacturer may offer a one-year warranty covering hardware failures, with an extended warranty
available for an additional fee. The challenge is balancing the need to provide a reasonable warranty to
satisfy the customer with the desire to limit long-term liability.

Maintenance services encompass corrective, preventive and adaptive activities performed after delivery.
Contracts often separate maintenance from the initial development fee, charging a recurring “maintenance
fee”. The maintenance agreement may define the scope (e.g., bug fixing, security patches) and the service
levels (e.g., response times). A German software vendor may provide “24 x 7 support” for a critical
application, with a maintenance fee of 15% of the original licence price. The practical difficulty is forecasting
the volume of maintenance work, especially when the software is part of a rapidly evolving ecosystem.

Upgrade rights grant the customer the ability to receive new versions or enhancements of the software. The
contract should specify whether upgrades are included in the maintenance fee or require additional
payment, and whether the upgrades are mandatory or optional. For example, a German ERP provider may
include all minor version upgrades in the subscription fee, while major version upgrades (e.g., from version
6 to version 7) are offered at a discounted rate. The challenge is managing compatibility issues that may
arise from mandatory upgrades, especially when the customer operates legacy systems.

Data sovereignty refers to the principle that data is subject to the laws of the country where it is stored.
International technology contracts must address where data will be processed and stored, and how that
aligns with the parties’ regulatory obligations. A German company that processes EU personal data in a data
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centre located in the United States must ensure that the transfer complies with the GDPR, possibly using
Standard Contractual Clauses. The practical challenge is that data-sovereignty concerns can limit the choice
of cloud providers, especially when the provider's infrastructure spans multiple jurisdictions with conflicting
legal regimes.

Third-party services are external services that a party may integrate into the primary solution, such as
payment gateways, analytics platforms or CDN providers. Contracts should require the primary supplier to
obtain appropriate licences and to ensure that the third-party services do not infringe IP rights. For instance,
a German e-commerce platform may embed a third-party payment processor; the contract must stipulate
that the processor complies with PCI-DSS and that any resulting liabilities are allocated to the processor.
The challenge is that the primary contract's risk allocation may be complicated by the lack of direct control
over the third-party provider.

Audit rights give a party the ability to inspect the other party’s compliance with contractual obligations,
especially regarding data protection, security controls and IP usage. An audit clause may require the audited
party to provide reasonable access to facilities, records and personnel upon reasonable notice. For example,
a German cloud provider may grant the customer the right to audit its security controls annually, with the
audit costs shared equally. The difficulty is balancing the need for thorough audits with the operational
disruption and confidentiality concerns that audits may cause.

Liability insurance is a risk-mitigation tool that provides coverage for potential claims arising from the
contract. Technology contracts often require the supplier to maintain “professional indemnity insurance”
with a minimum coverage amount (e.g., €5 million). The insurance clause may also require the insurer to be
reputable and to provide a certificate of insurance upon request. For instance, a German Al consultancy may
be required to carry professional liability insurance to cover potential errors in algorithmic predictions that
cause financial loss to the client. The challenge is ensuring that the insurance limits are sufficient to cover
potential damages, especially when liability caps are high.

Force-majeure notice specifies the procedure for invoking a force-majeure clause, typically requiring written
notice within a certain time frame (e.g., ten days) after the event occurs. The notice must describe the nature
of the event, its impact on performance, and the expected duration. For example, a German hardware
supplier affected by a sudden export-control ban must notify the customer promptly, detailing the
restriction and the anticipated delay. The practical difficulty is that parties may dispute whether an event
truly qualifies as force majeure, leading to litigation over the applicability of the clause.

Change management is the process by which modifications to the contract, scope or technical solution are
identified, evaluated, approved and implemented. A robust change-management procedure includes
impact analysis, cost estimation, schedule
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