Making a multimedia contract

Publishers who have software developed for electronic publications often cannot use the authors’ contracts which they usually use. The software developers use contracts and delivery terms and conditions which do not sufficiently take the rights of use which a publisher needs into account. What are the most important points for attention for the publisher? 

The multimedia contract does not exist.

Publishers often ask for a standard multimedia contract. Such a contract however cannot be made. Many meanings can be given to this fashionable word, but usually a digital publication with text, image and sound springs to mind. By definition that means a work which many different creators contribute to, the author of the text only being one of them. For the author(s) of the manuscript, the publisher can go a long way with its normal authors’ contract with some amendments which specifically concern the production and exploitation of the digital product. However a completely different contract is needed for the software programmers. We will deal with some specific points for attention.  

Conflicting interests

In the services sector the normal course of affairs is that an offer from the provider along with its delivery terms and conditions forms the basis for the agreement to be concluded. This is also the case for developers of software and services for electronic products and trade. A publisher however is accustomed to the suppliers of the content of its product (the authors) concluding an agreement on its terms. The ‘standard contracts’ of the software suppliers generally do not sufficiently take into account the rights which a publisher needs to exploit its product on an exclusive and continual basis. These often proceed from internal use, whereas the publishing agreements which the publisher uses generally cannot be used for agreements with developers and makers of software and with suppliers of accompanying services. This regularly causes conflict. 

Purchase model

To keep control in this process it is advantageous to proceed from an own 'purchase model'. The other party must then indicate what should be different and why and which own delivery terms and conditions must be explicitly declared applicable. Should the other party not agree to this, the publisher has at least one negotiation model available which can serve as a checklist. 

The products to be made and the services to be provided and the nature of the mutual relationship shall differ per product and service and therefore contractual tailor-made work is required. For this reason as well an own ‘standard agreement’ cannot be more than a framework regulation: in fact general purchase terms and conditions which concern the agreements to be made per product and service must be further substantiated by parties. 

Pre-contractual phase

The pre-contractual phase is very important in this procedure. The supplier shall usually bring out an offer and declare its own delivery terms and conditions applicable. If the offer is accepted and- as unfortunately often is the case in practice- the work commences before a (new) agreement is concluded, in any case a lack of clarity arises on the applicable terms and conditions during the important development phase before this agreement has been signed. If the publisher wants to work with its own contract from the beginning onwards it must make it known in writing that – also on acceptance of the offer – this acceptance only concerns product description, price and planning  for example, but that if the need arises the delivery terms and conditions do not apply. The publisher, if required by repetition, shall indicate in writing that the mutual legal relationship is fully and exclusively determined by the agreement for services, which the publisher shall provide a draft of. (Preferably of course in as early a stadium as possible provide the draft and sign the agreement before acceptance of the offer and granting of the order). The agreement can state that all prior agreements and contracts, including any general terms and conditions of the client, herewith lapse.

Considerations

It is useful to indicate the mutual relationship in some considerations which introduce the contract. Is there a case of tailor-made work in assignment, or (also) of used standard programs. Describe the mutual relationship: the contractor works by order of and under instruction of the publisher; or publisher and the contractor develop together; or the contractor delivers tailor-made work based on a program for which it holds the copyright. Indicate what the publisher wants to do with the product now and possibly in the future. These facts shall be determinative for the regulation of the rights of use and help in the interpretation of the intention of parties in the unlikely event that a dispute arises at a later date.

The order: product and services

The most important matter is a good description of the product to be delivered (preferably to be defined as a result obligation) and any services to be provided, such as maintenance for example. The order can be best specified in an appendix, in which references are often made to descriptions in project plans and offers. The quality and test requirements must also be very well described in this appendix, so that it is later clear what the product must comply with in the quality tests and is clear what parties consider to be a defect in relation to error repair and guaranties.

Time periods

Delivery terms and conditions of software suppliers often contain very non-committal provisions on delivery terms, whereas a publisher is often bound by strict deadlines. Determine that the time periods are binding, unless explicitly agreed otherwise. As an incentive try and obtain the right in the event that the time period is exceeded to be able to claim a fine, due on demand, stated in the time periods. A penalty clause can be related to the potential damages in the event of exceeding the time period and to the amount of the order (for example a percentage of the invoice concerned).

Performance

For the performance of the order there is often a case of close collaboration with the publisher. Mostly a project team is put together. It is advisable to designate the project team’s purpose in the agreement and to indicate the responsibilities and the team members’ mandate for taking decisions within the limits of the order in an appendix. Also agreements will be made in this on the locations for performance of and consultation on the order, on the manner of communication and on the reporting on progress of the performance of the order.

Test and acceptance procedure.

It is of great importance for the realisation and delivery of software that parties agree on a test and acceptance procedure. This procedure must take place in good time before the agreed delivery and must contain planning and clear test points. During the test period the publisher shall in any case check whether the software contains any errors and viruses and meets the agreed functional and technical specifications. Also in this procedure it shall have to be specified within which time period the supplier of the software must rectify any errors and deviations found free of charge.

Agree on a written acceptance phase for after this testing and correction phase. The software will only apply as accepted if the publisher has confirmed this in writing.

Fees for extra work

A point of discussion which often arises is extra work. Make sure that there are proper procedural agreements on this as well. If the contractor is of the opinion that an order amendment or extension proposed by one of the parties shall mean extra work, the contractor must report this immediately in writing to the publisher, stating the consequences on the fees and delivery. The extra work shall only be carried out after written approval from the publisher.

Property, user rights and competition must always be discussed

These elementary points for any publishing agreement often lead to very difficult discussions with software suppliers. The publisher wishes to protect the exclusivity of its product, but the maker of the software cannot allow itself to be hindered in its further business operations. The know-how which is developed by continually building on developed software is precisely the power of the company. Additionally software of third parties is often used, for which the contractor has only received a right of use to grant sub-licenses. Publishers shall have to ask themselves in these discussions whether the competitive value of the product lies mainly within the software or precisely in the content of the product which belongs to the publisher or for which it has regulated the exclusive rights of use. Often there is a case of cross-pollination in such a project and therefore a whole lot of creativity from the publisher can form the basis of the final software. The solution is often found in a non-competition clause. 

The contractor is not hindered from further building on the software for third parties, provided that contractor, without written consent from the publisher, does not develop software for third parties which is based on software developed by order of the publisher, intended for products which could be competitive to the publications for which the software was specifically delivered. If possible the competition revenue can be further specified in or by the agreement. 

Input from parties decisive

The final regulation of the rights of use depends firstly on the input from parties. The rights to software (parts) derived from third parties or used by contractor as standard software for various products shall never be transferred in ownership by contractor to the customer. The departure point for the publisher obviously should be that it acquires the rights of use needed for its commercial use. With regard to the entire or partial tailor-made work the mutual legal relationship and the negotiating position shall be determinative for the granting of rights. As in any authors’ contract this can lead to a full or limited transfer or a full or limited, whether or not exclusive, licence.

A possible variant is a communal copyright: parties are then dependent on one another. From that time onwards they must obtain permission from each other for each copyright relevant act. This leads to laying down working and exploitation areas. 
For all three possibilities applies that parties must attempt to describe as well as possible what each others authorities are with regard to the (tailor-made) work, even if there is a case of continued commercial use. Additionally parties must always consider the non-competition clause and the situation that the agreement, for whatever reason, must be terminated. 

Protecting rights of the publisher

The publisher should explicitly include in the agreement that in no event can this agreement lead to claims from the contractor on the content of the work which the publisher possesses the rights too. Also agree that the title and any related trademark rights with regard to the publication are the full property of the publisher. Of course the publisher must take care that it does not acquire a new competitor if parties go their separate ways.

The source code

The ownership and availability of the source code are separate points for attention. This is separate to the copyright. For both publisher and contractor applies that the continuity of the company may not be endangered. The supplier of the software will have to rely on publisher not to use the source code, whether or not with the aid of third parties, other than for matters which were agreed upon. The publisher needs a guarantee that it can bring out a new version, even if the software company no longer exists or if it no longer wishes to work together with that company for other reasons. 

For the publisher who gives an order for tailor-made work the departure point is that it also obtains the source codes and all required documentation. Agreements can be made on what a publisher may do with it. If the contractor has faith in this there’s no harm done. If the source code is fully or partially in the hands of the contractor, an escrow (software deposit at an independent third party) can be considered.

Escrow

In the event of a so-called escrow both parties agree to deposit a copy of the source code with an independent body, further to be agreed upon under the terms and conditions of a further to be concluded escrow agreement. It is preferable that this body deals with software. The departure points of such an agreement can be:

· the source code may only be given to parties;

· the source code may be given to one of the parties if the other party is in a state of bankruptcy, or has been granted moratorium of payments or the other party ceases its business and/or company activities or in the event that the agreement is dissolved by the court due to breach;

· otherwise the source code may only be given to the contractor if the publisher indicates that it no longer wishes to continue with the commercial use.

· parties jointly bear the costs of the deposit;

· the agreements also apply to new versions and/or releases.

Indemnification, liability and guarantees

The contracts used by software suppliers mainly come over from the United States. This generally means extensive provisions on excluding liability. Such provisions are necessary in the United States but not in the Netherlands. The Dutch court shall moderate compensation if it considers that the amount, considering the circumstances of the case, is unreasonable. In any case the contractor must guarantee the rights of use which it grants and transfers. The agreement must state which guarantees are given for free of charge repairs during the guarantee period.

For the rest only a limitation of the compensation to the amount of the order could be discussed, even though a software company will be insured. 

Maintenance

The publisher must watch out that it retains its independence on all points in the agreement, but subsequently remains dependent on the contractor with regard to maintenance. It is advisable to conclude a separate agreement for a certain time period and to leave the option open that third parties can be worked with if the publisher is no longer satisfied with the services supplied or the costs charged for them.

Michel Frequin, legal counsel Dutch Publishers Association  

