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Dear Reader,
With this issue, the TIES Newsletter enters the second decade of its existence.

Our readers may have missed the Newsletter for some time. This was the result of a period of
re-organization of our services. The activities of the Technological Information Exchange
System (TIES) have also been subjected to revision and a redirecting of activities towards a
new dimension, as appropriate to the changing international environment.

As a result of a thorough consideration, TIES has been given a new orientation for the years
ahead, yet still keeping its identity as an instrument for the developing countries to co-operate
more freely towards an increased and more effective technology flow.

TIES has matured in the last ten years and its membership is expanding, with the participating
countries being fully engaged in strengthening their co-operation activities —so important to
developing countries when acquiring a better knowledge of the technology market forces and
gaining more equitable conditions for the acquisition of technology.

The TIES Newsletter is intended to be instrumental in this process. It will convey updates on
TIES activities, information on developments in legislation and regulations concerned with the
transfer of technology and articles of direct interest for technology negotiators.

Above all, the TIES Newsletter aims to increase the professional knowledge of those who are
interested in international technology transfer. Our readers are cordially invited te assist us in
this endeavour by giving us their comments, suggestions and contributions which may help us
to better serve their interests and meet their expectations.

Technology Policy, Acquisition and Negotiation Unit
Industrial Technology Promotion Division




TIES NEWS

THE FACE OF TIES IN THE '90s

TIES, the Technological Information Exchange System,
refers to a co-operative network of information and data
exchange among developing countrics on subjects relating
to technology transfer and ranging from topics such as
characteristics and conditions of the teciinology market
and trends in technology flows, to the broader issues of
technology policy, acquisition and negotiation.

Following the deliberations of, and the views expressed
at the TIES mecting held in Lima, Peru in Julv 1989 and
the Vieana Expert Group Mecting held 1in December
1989, UNIDO has atiempted to formulate a framework for
TIES ia the presemt decade. The main clements of this
concept are as follows:

1. TIES, as une of the keyelements of UNIDO’s Traasfer
of Techaology programme. shall refer to the co-operative
network of informadon and data exchange among
developing countries.

2. As a result of these cfforts on the part of the TIES
participating countries and the UNIDQ Secretariat, TIES
will have the fullowing types of data and information which
will be available on a reciprocal basis under a membership-
type of arrangement:

(a) information on international technology market
characteristics and trends in internatioral technology
flows as reflected in contractual (erms and condiuons.
Thuse are primarily statistical data that conuld assist
developin,; countrics in defining evaluation standards, en-
hance feverage during the negotiation process and im-
prove the qualuy and substance of coniracts being
negotiated. Such information may also serve as a basis for
country studics and inter-country comparison;.

(b} Information on domestic country policies and struc-
tures on technology acquisition and forcigu investment;
reguiation; negotiation and moenitoring; specific laws,
rules and regulations; evaluation and monitoring puhuu
and nstitutional arrangements. This information couid
provide a valuable insight to particular country ap-
proaches and expericnces, at the same time permiting an
assessment of irends ie the low of technology in the hght
of such transfer of technology policies and regulations.

{¢) Information on trends and developments in technol-
ogy transfer and related topics which address issues of a

worldwide nature, such as the General Agreeement on

Tariffs and Trade (GATT) acgotiations affecung technol-
ogy transfer to developing countrices.,

(d) Information on trends and developments in
developed countries” legislations which may iafluence
technology transfer and foreign investment 1o developing
countrics.

(¢) Information on sample agreements or model forms
of contracts. Sampic agreements, would correspond o
practical sitwations and provide illustrative cases of the
ow come of techaology negotiations for specific sectors,

(5 Information on specific cxperiences on a company
level in a given sector as r2flecied in case studics, as well
as specialized information on legal, cconomic, financial
and technical ssues related to technology transfer com-
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piled from rescarch studies, ad hoc data collection and
surveys.

3. It has been established that access to, and exchange
of information on statistical country data under 2(a) shall
be on a reciprocal basis under a membership type of
arrangement. As for the other types of information, access
shall be made possible through the following means:

(a) Publication of the T/ES Newsletter on a quarterly
basis. The TIES Newsletter will be circulated on as wide a
basis as possible and is intended to become 2 high-profile
publication devoted to techanlogy transfer, acquisition
and negotiation issues, including case studies and country
TeViews.

(t) Launching and circulation of the 7/ES-Watch Infer-
mation Notes which willbe ancther means of keeping TIES
memebers, as well as potential members, abreast of current
developments, trends and news on technology transter.

{(c) Preparation and launching of a series of country
studics on jurisprudence and practices related totechnol-
ogy transler. The fiest of this serizs will be ready bofore the
end or 1990.

CORIS — A SPECIAL TIES COMPUTER PROGRAM

The Computerized Registry Information System, better
Known o5 CORIS, was developed by TIES. It is a software
program created to enable an efficicnt handling, process-
ing and retrieval of information related to technology
transfer agreements negotiated by nativnal technology
transfer offices. Its purposcisto case participation in TIES
data exchange and assist in policy- making, routine evalua-
tion: and monitoring of agreements and critical plam‘ung>

CORIS has been installed and is operational in Ghana,
Greece, [ndonesia, Malaysia, Nigeria, the Philippines and
Thailand. Aithe demonstration stage, it has beeninstalled
in tramsfer of technology registries in Brazil, China,
Ethiopia, Mexico, Peru and Tunisia.

TAS PROGRAMME —~ TECHNOLOGY ADVISORY
SERVICES

When technolosy negotistors require assistance in any
aspect of acquiring technology they can approach UNIDO)
for help and guidance under the Technology Advisory
Services (TAS).

This service prosides fast assistance to government: and
entreprencursin the formof impartial advice on all aspects
of the technology acquisition process, starting from (he
sclection of the most appropriate form of technology,
through the preparation of tender docnments, evaluation
of proposals and sclection of supplicrs, right through to
reviewing and drottirg of ayreements b provides a guid-
ing hand throush the sntire process, gives advice during
negotiations and resolves any problems that may arise
along the way.

How does TAS operate?

The semvice operates in two ways - one being a desk
senvice from the UNIDO Scerctariar in Vienna (Austria)
from where advice can be provided based on the
Organization’s expericnce and comprehensive stock of
information which may be supplemented by contributions




from outside specialists and institutions — and the other
via field misstons undertaken by UNIDO’s staff and/or
consultants, for cxample, in the case of large and complex
industrial projects.

Some illustrative examples of TAS

1. Advisory services provided via field missions

Assistance to Rwanda in the acquisition of technology
for the rekabilitation of a banana processing plant:

Upon the request for assistance from the company, |
UNIDQ’s specialized consultant undertook five missions
to Rwanda beiween February 1985 and April 1990. The
assistance was provided with the financial support of the
United Nations Development Programme (UNDP). !
During the first mission, the consultant was able to assess
the requirements of the company, send out requests for
quotations from suppliers, formulate plans and complete
an estimated costing.

The second and third missions provided the consultant
with an opportunity to analysc the suppliers’ quotations
and identify the most suitable one for the task, with whom
a contractual arrangement was made. A training
programme was then drawn up and the actual product
formulated in accordance with internztional specification
standards. A request for bids from local contractors was
then sent out for the actual transformation of the factory.

The fourth and fifth missions saw the installation of
equipment and the completion of e plant, which went
into production in Apri' 1990.

2. Advisory services provided from the UNIDO
Secretariat (desk service)

(a) Assistance to a Nigerian enterprise in the assessment
of a licensing and joint-venture agreemeat proposed by a
foreign partner:

Via the UNDP office in Lagos (Nigenia), UNIDO was |
requasted by a Nigerian cnterprisc (o assess a licensing
and joint-venturc agreement that had been proposed by a
prospective foreign partner.

Using the expertise available within the Technology
Promotion, Acquisition and Promotion Unit (with addi-
tional help from a specialized consultant), a comprehen-
sive assessment was provided within two weeks which
cnabled the company to go ahead with its project in con-
fidence and mcet the required deadline.

(b) Advice to a Turkish firm on the interpretation of ¢
specific legal issucs in a technology iransfer contract in the ;
light of Europcan Community (EC) regulations: ;

A Turkish company requested UNIDO for advicc onthe |
interpretativn of legal issucs in o know-how licensing |
agreement in view of EC regulations on technology trans-
fer, whereupon UNIDO called upon we services of one of
its specialized consultants and was able to provide a
definite clarification of the points queried by the company.

In principle, the desk services are free of charge, but
UNMNIDO must be reimbursed for the costs incurred by field
missions. In a limited sumbcer of circumstances UNIDQ
may, under ccriain circumstances, decide o use its own
sources of funds for all or part of the expenses.

Requests for TAS should be sent 1o UNIDQO at the
following address through the officia: chanaels, preferably |
by the relevant government agency through the local |
UNDP office: |

Technology Polizy, Acquisition and Negotiation Unit
Industrial Technology Fromotion Division

United Nations Industrial Developmeat Organization
P.0O. Box 300

A-1400 Vienna, Austria

WORKSHOP ON TECHNOLOGY NEGOTIATION IN
CAPE VERDE

From 23 to 27 April 1990, UNINQ held a workshop on
the acquisition and negotiation of technology in Praia
(Cape Verde). The workshop was combined with a paral-

. le. programme of advisory services through which UNIDO

staft and experts were able to assist Government officials
and entrepreneurs in solving problems related to on-going
and prospective negotiations. The workshop itself in-
cluded lectures and discussions on the following topics:
e The role of transfer of technology in the develop-
menl process
@ Success factors in the transfer of technology
o Mecthods of technology transfer and different types
of contracts
e Pre-contractual arrangements and post-contractual
arrangements
@ Technology market charactenistics
@ Methods and evaluation of technology parments
e Negotiation strategics
e Irformation sources for technology transfer
The provision of advisory services in conjunction with
the workshop proved to be very uscful and paved the way
for future assistance to be provided on a regular basis.
Czpe Verde is a smail countrv making valiant cfforts 10
create basic industries and attract foreign investors. but
the focal promoters lack exposure to the intricacies of
international negotiations and therefore need more infor-
mation on current practices in technology acquisition on
equitable terms. The advisory services were particularly
appreciated ‘n such areas as the evaluation of contractual
conditions and advice on subszquent steps to be taken in
aegotiations; in the drafting of jomt-venture and distribu-
tion agrecements, as well as advice on negotiating strategies
in specific scctors, such as the hotel industry. Through this
expericnce, we discovered that this kind of advisory
programme ought to be repeated in future, not only to
solve specific problems, but also to permit the building up
of wocal competence and future se!f-sufficiency.

TIES AND TECHNOLOGY TRANSFER
REGULATIONS IN MEXICO

The acquisition of technology by Mexican companics
ha, been subject (o legal control by the Government for
many years v nder the provisions of the Reguiation of the
Law onthe Control and Registrations of Transfer of Tech-
nology and the Use of and Exploitaticn of Patents and
Trademarks.

The Mexican Law contains very detailed provisions on
the restrictive conditions that should be avoided by
Mexicaa firms when dealing with forzign technology sup-
plices and specifics the situations that may lead to the
non-approval of the contracts by the competent authority,

TIES Newsletter, Number 41, 1990




presently the Ministry of Commerce and Industrial
Development.

Through the 70°s and 307s, the above mentioned law on
transfer of technology inspired the regulatory functions
implemented by other developing countries regarding
technology imports. Onr 10 January 1990, the Mexican
Government published a Regulation of the Law on the
Control and Registration of Traasfer of Technology and
the Use and Exploitation of Patents and Trademarks. The
present regelation, while keeping the regulatory function
as an nstrument for a better selection, acquisition, adap-
tation and development of technology, takes into account
the present srends of the technolegy market, the rules of
reason 2id the legitimate interests of the suppliers.

There i a general perception that these new regulations
represent a signiticant liberalization of the strict controls
and supervision that the Mexican Government has been
applving since the carly 70°s on contracting parties o
agreements for technology or trademark rights.

The Mexican counterpart of the UNIDO TIES network
is the Ministry of Commerce and lndustrial Development.
1t will be the potential Mexican beneficiary of a regional
project aimed at modernizing the technology transfer
registries in Latin America and improving the exchange
meckanisms for information on transfer of technology
agreements within TIES.

VISIT OF A HIGH LEVEL DELEGATION OF LES TO
UNIDO

The Licensing Exccutives Society {LLES) has for many
years had an excellent reciprocal relationship with
UNIDQO in the ficld of technology transfer and is currently
cu-operating with the Organization in many programmes,
predominantly related to technology licensing and
acgotiation. A UNIDO LES mecting held in Lima (Peru)
in July 1989 in conjunction with the TIES Mecting showe
that the dialogue between techaology supplicrs and
recipients which had been jointly promoted by UNIDO
and LES, has given rise to a significant improvement in the
conditions for international technology flows.

On 25 January 19), the President of the Licen:ng
Exccutives Society (Intcrnational), Mr. Ken Payne and
Mr. Vance Smith, Chairman of LES International Agency
Committee (LESIAC) paid a visit to UNIDO in Vienna,
and held discussions with M1, Alberto Araoz, Deputy
Puector General of the Department for Investmen:
Promotion, Consultations and Technology, as well as
other staff members. Th discussions reviewed the on-
going work of UNIDO and LES, assessed the positive
results achieved and explored areas where further joint
work could be intensified in the future. The main ponts of
discussion were as follows:

(a) Monograph series on jurisprudence and practices
of developing countries related to the acquisition of tech-
nology

This scrics was launched by the Technology Promotion
and Negotiation Unit as a sales publication inrtended to
provide guidance to prospective technology supplicrs and
investors on practical conditions of doing business in those
countries covered by the series. So far such monographs
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are under preparation tor ladia, Peru, the Philippines and
Nigeria.

(b) Training Manual on Technology Transfer Negotia-
tions

LES representatives were brizfed on the progress of
preparations for the Manual, which is intended to hecome
a didactic wol for organizing regular training courses for
negotiatiors. Six chapters of the Manual are ready with
another four almost finalized. out of a total of about thirty.
Before continuing the work, it is intended to organize an
expert group mecting with participants selected from the
dittferent types of possible utilizers in order to assess the
material so far prepared and make recommendations tor
a future course of action.

(¢) Guidelines on technology transfer in new fields

Both UNIDO and LES representatives reflected on the
fact that the internattoaal environmest has undergone
substantial changes in the past few years, and these or-
cumstances combined with the emergence of new tech-
nologies, have given rise to innovative practices regarding
transter of technology, industrial property protection and
business in general. 1t 1s commonly felt that on the one
hand such practices are not vet sufficieatly known by
developing countries, and on the other that they may
require further development to suit the interests and ex-
pectations of supplicrs as well as recipients. Since UNIDO
and LES are well aware of the views, needs and expecta-
tions of recipients and supplicrs, there was a consensus on
the interest of joint work in these arcas, not only to dis-
ser “nate information on the most recent trends, but also
to develop guidelines that could suitably mect the interests
of both supplices and recipients.

Technology Aquisition

PROTECTION OF LOGJS

Many organizations now have logos, which when on-
pearing on sctterheads, posters, publications, cte. can
come: to symbolize the organization to the general public,
The ACCIS Secretariat has obtained the following intor
mation from the World Intellectual Property Orgatization
(WIPQO), on how to protect logos, ete., from being usod by
other entitics without the owner's permission.

The protection ot a logo against unauthorized use re-
quires that it be recognived as a trademark or as ascovice
mark. This question depends on the faw of cach country
in which such exclusive richts are to be established.

It should be acted that m the United States of Assierica
and the Philippines only trademarks and service mierks
which are aircady in use can be registered, whereas in
other countries protection may be pased onwac o regusira-
tion. Such countrics include Austzalia, anada, Cyprus,
Crechoslovakia, Denmark, Egypt, Finiond, Iseacl, Ty,
Mexico, Monaco, Morocco, New Zedland, Norway, South
Africa, Sweden, Tunisia, the United Kinpdom and Yueos-
lavia. However, in somce other conntrics, rights to s trade
mark or service mark can anly be acquired through
registration. Such countries include: Algeria, Argentina,
Austria, Belgium, Bolivia, Brazil, Bulparia, Chile, Colony




bia, Ecuador, Federal Republic of Germany, France,
Guatemala, Hungary, Luxembourg, the Netherlands,
Nicaragua, Paraguay, Peru, Portugal, Repubiic of Korea,
Romania, Spain, Uruguay, the USSR and Venezucla.

With a view to registering logos as trademarks or service
marks, in a number of countries it can be useful to first
consult a trademark lawyer or agent. WIPO administers
the Madrid Agreement Concerning the International
Regisiration of Marks, to which 27 countries are party.
Under that agreement, the applicant may choose the
countries in which the international registration of a
trademark or service mark is to have effect. International
registration through the Madrid Agreement can only take
piace, however, after the applicant has obtained the
registration of the mark ia the country in whichit hasareal |
and effective commercial establishment. (ACCIS Newslet-
ter Vol.6, Nv.1, May 1988)

!

1

!

AN INTRODUCTION TO THE USE OF !
WARRANTIES AND GUARANTIES !
Following the first article written by Prof. G. Markos, ;
Hungary, on the subject of warranties and guarantics, |
which appeared in the previous Newsletter, we arc reprint- .
ing three turther articles of his on the same subject. These
cover warranty in the most important laws; what should be
warrantced and what should be guaranteed in a contract;
and preparation for negotizting warranty/guaranty condi-
tions. As we mentioned before, the complete paper by |
Prof. Markos will cerve as an instruction manual during |
traaning workshops on contract and licensing procedures. !

.
.
v
i
!
i
:

Warranty in the most important laws

As already indicated in the previous article (TIES
Newsietter No.40,, warranty — or guaranty — is a promise
bv the supplicr that the commodity supplied under the -

cortract will be as represented, e, wall be free of defects
and that should defects be detected, the supplier will fix
(make good, correct ) them.
It is abvious that any Hurchaser will be interested in the
real meaning of such a promise, in other words:
e What defects are covered by such a warranty or
guaranty: and
e Whut ure the rights of the purchaser and the obliga-
tions of the suppiierif defects occur.
In order to be able to deol with the warranty/guaranty
arovisions in the types of contracts usually involved in the

transfer of technology transactions, we first have to briefly -
see what laws in general say about the subject.

The purpose and scope of this review is (o review the |
basics of these two most important aspects.

Warranties may be implicd or expressed

Implied warranties mean that a law contains obligations
that are deemed to be in force in any contract subject fo
the provisions of that law, even if they are not explicitly
stipulated in the contract.

Provisions for warrantics laid down by a law may be
binding or non-binding,

A binding provision of the law cannot be validly ex-
cluded or derogated by a contractual stipulation, whiisi a !

non-binding provision can be derogated or even excluded
by the provision of the contract, in which case the contrac-
tual stipulation vill be vaiid.

Warranty or guaranty?

The statement that:

It will work and il it doesu’t, I will fix it (make it good,
correct it)

is awarranty. It is an expressed or contractual warranty,
because it is spelled out.

Nothing is said here, however, as to how the supplier will
fix it. In this respect the applicable law will govern as the
above warranty is only implied.

The statemeat:

It will work and will produce X metric tons per hour of
product with a specific power consumption of Y Kwh/ton
und will have a purity of Z per cent minimum, and if it
doesn’t, | will make it good (fix it, correct it)

is an expressed or contractual warranty also including 2
promisc of performance values. As to how defects will bz
corrected, again the applicable law will govern.

If nothing is said in :he contract, the purchaser has the
rights provided by the applicabie law. This is a warranty by
law or an implicd warraniy.

The promise or warranty for capacity, specific consump-
tion and purity as indicated above is a value warranty or
warranty for performance or efficiency. The obligation
under the value warranty cxpires the moment it has been
proved or can be deemed that the object supplied actually
has the properties or values promised at the time of supply
and no dcfects have been detected in this respect, or it can
be decmed free of such defects (c.g. in a successful Per-
formance Guaranty Test).

It is the obligation of the purchaser to check and test *he

i goods on arrival and sce whether they are or arc not
+ defective.

If a defect under a warranty has been detected, the

i supplier has to make it good only if he has been notified

within a certain period from the time it was detected or

. could have been detected. Suzh time limit is indicated in a

general way in the applicable faw (implicd) or is stated in
the contract (expressed). The warranty will still remain
valid for so called hidden defects that cannot be detected
by means of conventional methods.

A claim for correction under the warranty obligation can
be enforced in court only within a time limit defined in the

i applicable law (statutory limitations).

The statement:
1 undertake to fix (make good, correct) any defect in my
supplies that have not originated after 1 have supplied

. such goods, but have been detected after my obligation for

value warranties is over (expired), within a period of 18
(or 24) months from my demonstration of the wzrranted
technical values

is an expressed or contractual warranty limited to the
period stated.

The statcment:

In addition to the warranty (implied cr expressed), |
undertake to fix imake good, correct) such and such
defects in my supplies which did not originate after 1
supplied such goods, but were detected after my obliga-

i tion for value warranties was over (expired), within a
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period of 18 (or 24) moanths from my demonstration of the
warranted technical values
is a guaranty (or guarantee).

Remarks

e In somc cont:nental taws both the woras warranty
and guazantv mean undertakings against the defect,
the causc of which was present in the goods at the
time of supply, with the guaranty expressing a more
specified, broader and stronger Lability.

@ In the strict legal meaning of the word. a guaranty
1s a promise by a party 10 make gced a wrong
committ=d by somcone clse (e.g. a bank guaraaty).

® Expenience has also shown that in Anglo- American
contractual usage and practice, the two words are
used interchangeably, or mixed. i.e. both words
appear in the same contract text, with many com-
panics offering guaranties (or guarantees) for their
products in the same wav that European companies
do.

e 1t should also be considered that it is rather the
content of the provisions and the consequences at-
tached thereto than the word or name appearing
above them that is more important. Any name can
be used such as defects liability clause or defects
correcting clause but if the clause promiscs that the
goods will be frec from defects and promises (ex-
pressly or tmplicitly) cerrection or compensation,
then it is a warranty clause.

The reverse is also truce. If the clause is called a warraaty,
but contains other promisces vt provisions, ¢, the main-
tenance of some equipment or machine, then it is cither
not a2 warranty clause at all, or it is 2 warranty plus some-
thing cisc.

As can b seer, the responsibilities of the supplicr uader
the warranty and under the guaranty - as used here — may
overlap and run parallel io one another.

What should be warranteed and what should be quaran-
teed in the contract?

In general, we should say that the fitness for the very
purposce of the contract shonld be warranteed.

In a transfer of techrology or licence agreement, the
cconomic aim or purpese of the licensee or recipient of
the technology is to obtain a technology and rights thercon
or thereto which enatle him to economically produce a
product at a grade or quality that would ke competitive in
the markets considered.

What arc the factors that are required to arrive at this
aim?

o That the process can be realized and 1s appropriate
for the production of the product at the quality
required;

e That the technical means or equipment suggested
by the licensor for the realization of the process will
be suitable for this rcalization and thereby for the
production of the product;

@ Thar the production will be cconemic;

® That the pricc obtaincd when marketing the
product will be as expected;

o That conscquently the cconomy of the project will
be as expected; and
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@ That the rights granted, the technology transierred.
th= equipment supplied can be used and the product
sold undisturbed without infringing the rights of
others.

Docs the licensor of the process or the transferor of the
technology have to warrant that the process can be real-
ized and is appropriate for the manufacture of the desired
product?

The answer is: YES, he has and he should.

Does he have to warrant that the equipment suggested
by him for the realization of the process will be suitable
and appropriate for the said realization?

The answer is: YES, he has and he should.

Dees he have to warrant that the production will be
ceonomic?

The answer is: NQ, fie does not and he should not.
because he does not lead production and cannot be made
responsible for the acts of th= reaipient or for the condi-
tions prevailing in the recipieni’s country, e, for wages,
prices of materials, utilities ete.

Does he have 1o warrant that e price realized in the
market will be as expected?

The answer is: NQ, he does not and he should not. Any
commercial activity and risk will be outside the scope of
the brensor's responstbaity.

Daous he have to warrant that the economy will be o
expected?

The answer is: Nf), he does not wnd he skould not. All
ecoromic risk is vutside the scope of his “esponsibility and
is entirely the responsihiiity of the licensee or recipient of
tire technology.

Docs ke have to warrant that the reciplent is not ineen
venicaced in his rights to use the wehnoloey, el the
process and equipai ng sageested in marketing or Gae ol
the product?

The answer s YES, he s te and sheald daso.

How docs the scepe of v eanser™s ebhiganion o
fleenee his warranty?

1710 is a4 licence agrecment isvolving only the areating of
hoence fgnts and the supply of process brow-how, then
be bas o werrant that the process transferred can b
realized 2nd s appropriwte tor the proiuction of the
product at the quality presenibed in the contract, under
the conditions as prescribedin the contract and that such
rights on the technology, on the cqmpment suggesicd and
on the product as prescribed in the contract can be waed
without restriction.

What shall he warrant {or if he grants a liceace on the
process, supplics the process and design of the plant as
well as all equipment required for dic realization of the
process, in other words, the complete piant?

He has to warrant that the process transferred can be
realized, is appropriate for the production of the provduct
at the quality described and under the conditions speeficd
in the contract, that the design is correct for these purposcs
and all equipment supplied by him will be suitable for the
rcalization of the process; will be {t for ihis realization as
described in the contract; will be rree from defects; that
the rights granted in the contract for tie use of the tech-
nology and equipment as well as the marketing and use of
the product, will be frec from legal defects, i.c. can be used
without hindrance.




As can be seen, the licensor or transferor of the technol-

ogy has to warrant for the usefulness and fitness of the
technology in both of the above cases. His obligation to

!
i
|

warrant for the equipment will be that of any other inde- |

pendent supplier of equipment.

As can also be secr, important factors required 1o
achieve the cconomic aims and purposes of the licensee or
recipient of the technology are not and will not be covered
by the warranty.

It is also obvious that the heensor or transferor cannot
be made responsible for the commercial or economic
results of production and marketing,

What caa ihe recipient do to improve such a situation?

He can ask the licensor or transferor of technology to
alse provide, in addition to the said warranties, certain
valuc-warrantics. or warranty for values ia the form of
guarantics for such technical parameters. which technical-
Iv create the foundation for an economic production.

1t should be emphasized that whilst these are generally

termed technical guaranties, such as guaranty for |
capacity, quality ete., they are actually value warrasties,

expressed or contractual warrantics and not guarantics,

and such an obligation will and shall terminate and expire -

once the supplier has successtully demonstrated that the
performance values can be attained. An exception will be

the mechanteal guacanty, which 1s mndeed a guaranty. As -

wndieaied, o addition to the implicd warranties, values of

sich parameters which would lay the foundation for the

ceonenic preduction und marketing shall be guaranteed
for the coonomie o pect of i project. Such parameters
are celled enticsl parametery

Most of these wall obviousle be of @ webnical character
and as sech will be walue warrenties o treiinicad cioaran-
Hes.

For ol technics] suarantes i snould nouenero be

crapitiazed thei in order io e the reat Ciiect ot good
war,anty clats s there are
tand fegquiremenis

The liest o, it the dicensor or Gansteror siosld beeenae
well aequaetste dvath becal conditinas, including testing the
macrial To e o caeed in the plant and the cgaipment,

anton: ofthers W cmpeer-

aticar: azthe Leorators or tlot plangseale (the Tatter may |

only be dune against payment). in order to be able to . PV
* insliced into agreater number of smaller contracts, the less

inform the icensee o ccapicnt atime of ine resalts thit
can be eapected from the plant and also to be able o fix
the parameters to e guaranteed.

above a certain level of stcam consumption a new boiler
must be installed to cover the excess steam consumption).

When negotiating value warrantics, sometimes also
called performance guarasties — we will call them techni-

. cal guaranties—the following issues are to be faced:

- Speaification of expected performance;

~Testing of such expected performance and of
deficiencies therein;

- Time questions must be regulated;

— Remedies available to the recipient for defanlts of the
licensor or transferor and for the deficicncies
detected;

— Procedure for correcting deficient performance and
for discharging the transferor’s obligations;

— Securities covering the liabilities of the transferor or
the suppher.

Preparation for negotiating warranty/guaranty condi-
tions

It was already mentioned in the previous article (TIES
Newsletter No. 40) that unpackaging is a coin with two
faces for a company n a developing country.

On the advantage side there are:

® Savings in hard currency, beciuse certain works
(.. detailed engineering) are carried out and cer-
tain cquipment is procured in the recipient’s
country.
Such indige.nous work and procurement belps in-
dustrial development and builds-up expericece.
thus increasing self-sufficiency.
On the disadvantagg side there are:

o Tzking respounsthility away from the transicror and
offering im the meuns (o weaken his warranty or
guaranty.

Increasing the recipient’s own risks, including the
possibifity of losiug the ccenomy made by unpack-
auings.

s ey and challenype then, to strengrhen advantages
aned raduce disadvantiyes.

This can me done by vood preparation. good organisza-
tion and increased negohating, power.

it is obvious that the more a project of a completed plant

- will be the responsibility of cach suppher of limiting his

The second s that the licensce or recipient should in-

clude in his preparations for the negotiations a determina-

tion as to which ol the parameters are eritical for bim and

which of thewe ertical parameters should bave prionity.
It is quite oiwious that a lag of a certain perceniage

own lizbility under the contract to s certain percentage «f
the total value of his contract.

T'his tendency, which is inherent to nnpackaging, 1s
clearly also the desire of some transferor companics, who
according to experience, make it a policy to transform even

- a contract for a complete plant imo a package of inde-

identical impact on the losses to be saffered by the licensee

or recipient as the lag of the same pereentage in the purity

or grade of the product or the same percentage in the
<pecific consumption figures.
In certain cases (c.g. specific power consumption) such

others {c.g. Vower purity or grade) such a lag will lead to a

reduced market price for the eatire production, while in

. . . { . N P (Y e 1Cenee - e st
behind capacity vatue to be warrasteed will not have the pendent agreements or contracts, licence agreements,

technicai assistance agreements, Jesign agreements, train-
g agreements, transfer of future development results
agreements and cquipment supply agreements.  Some
transferors even go so far in such slicing as to even have a

© scparate guaranty agreement, independent from all

other cases again it would require new investments (c.g.

. . . . ) 4 - others.
o Jag will lcad 1o an increase in producticn costs, while in ;¢ thers

In such slicing practices, logical and lawful interests get
mixed with clever strategical and tactical clements.

On the onc hand, it is natural that if a third party or the
recipicnt himself takes over part of the work, the transferor

I is not inclined to take responsibility for the resz!s of this
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work and it is his lawful and logical self-defence to exclude
possible dangers waich might aftect his own liability for the
entire result. On the other hand, attempts to further
reduce responstbility beyond the logical imits should be
counteracted.

This calls for a number of things to be done on the part
of the recipient.

Prior te negotiating warranty/guaranty conditions, ihe
recipient should:

o Fully urnderstand the most critical factors or
parameters in the technology (which he does not yet
know well).

e Claritv what the minimum vaiues of such factors or
parameters that necd to be guaranteed are, and
which the transferor can and is willing o guarantee,
iz order to make the project lucraiive.

e Clarify what exactly the transferor’s supplics should
and will include.

e Fully understand the meaning and substance of the
warraniics and guaranties.

o Carctully sclect the governing law by comparing
rights and obligations under this law with his own
requirements; he should select a law which is ac-
ceptable to all partics concerned and fully under-
stand his rights and the transferor’s and supplicr’s
obligations within that particular law. In other
words, what are the implied nights and obligations
and what should be the expressed ones?

e Carefully consider the course of events in the
realization of the entire innovation and its realiza-
tion, in particular: In the designing phase; in the
cquipment procurement phase; in the quality con-
trol phasc; in the transportation phase; in the
storage phase; in the construction phase; in the
crection phase; in the commissioning phasc; in the
commercial operation phase, inciuding respon-
sibilitics, demands for data, time questions, poten-
tial delays and their consequences, potential risks of
damage and their corsequences, ctc.

In short: What might go wrong in cach phasc and what
the effects on the schedule of a delay or a defect could be.

Making a check-list of problems to be negotiated

When negoiiating the warranty/guaranty conditions, the
recipient should clarify and carry out:

e What the transferor belicves to be critical
paramelers;

& What values he is willing to guarantec;

e What are the requirements of the transferor inorder
to be able and wlling to guarantee and mect his
guarantics as to: design; equipment specification;
guaraniced cquipment efficiency values; raw
materials and auxiliary materials; utilitics (quantity,
specification); staff (numbcer, qualification, ex-
pericnce, training); other conditions,

e Tu check how such conditions will be met or what is
the minimum available which is still aceeptable to
the transferor;

o To make the transferor perform tests with samples
of the recipient’s materials and then revise his value
warrantics and prerequisites therefor;
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e To consult with potential clients for the product(s)
and coliect their reactions and opintons;

e To jointly analyze the test results and client’s or
clicnts’ responses and fix values, as well as permis-
sible tolerances and consequences for not reaching
them,

o What m thods will be used to check warranted
values, what instruments are required and available,
where to measure, when to measure, how 1o
measure, what tolerances the method and 1nstru-
ments will have and how evaluations should be done;

o What the vanious terms -- even the most commonly
used caes such as capacity, purity etc.— mean ex-
actly and how to define them in a clear and unam-
biguous way s0 as rot to allow room for Iater inter-
pretation disputes;

e To carry out a joint analvsis with the transteror as to
What might go w2 ong, What if it goes wrong, Who
does what in such a case and Who pays what;

e Theiransferor’s role in cach phase and in particular
in checking detailed engineering; in checking equip-
ment specifications prior to procuremant; in the
sclection of supphers; in the wording of warran-
ty/guaranty clouses in contracts with such suppliers;
in preparing erection, commissioning schedule and
plans based on the transferor’s plans; in the quality
control of critical equipment; in the testing of erec-
tion; in the training of staff.

» Exclusions of the transferor from warranty/guaran-
1y;

e The interconnection ot all the above with other
clauses of the contract.

COMPUTER CONTRACTS

by George Fisk, Esq.
Partner, Messrs Gowling & Henderson, Barristers
and Solicitors
Patent and Trademark Agerits, Canada

Introduction

The computer industry is one of the rapidly growing
arcas of international trade. Not only is there a great deal
of ccmmerce in computers and their associated equip-
ment, but there is also an increasing trade in the programs
which are needed to run them. Further, the last few years
have shown a remarkable development of sinall computers
designed for one or two users, and a whole new market has
developed for equipment and programs to link such com-
puters into networks and transfer information between
them.

Because of the development of the international market
it has been necessary for lawyers and businessmen to
develop appropiate legal arrangements for the interna-
tional transfer of such products. Some generally accepted
standards are now cmerging in such legal arrangements.

Let us start by defining some of the parts of the computer
market, and the terminology used in it. Computer-related
products can be generally divided into hardware and
software. Hardware includes the actual computers, as well
as other pieces of cquipment which attach to them, such
as printers, keyboards, information storage devices and




communications Jdcvices. Sottware is the set of instruc-
tions (usually calicd computer programs) which are fed
into the computer to adapt it to carry out a particular task.
All computers, when they are acquired from the manutace-
turer, have some software with them. This software, called
1ue operating system is nccessary so that the computer can
accept and act vpon other computer programs with which
it is to be used. Thus, any purchase of a computer wiil
normally include transfer of the operating svsiem
software.

There is one other major type of software, besides

operating systems. This is called applications software.

Applications software causes the computer to carry out
particular operations which the user desires. For example,
computer programs tu du business accountiag, or to do
engineering calculations, or to play a game, are all applica-
nous software.

In this paper, I shall discuss the legal arrangemerts
which are used to govern the transter of both hardware and
software and set out the general iiems which must be
covered n any computer contract, whether for the pur-
chase of hardware or for the development of new applica-
tions software. I shall then discuss some of the special
features of hardware contracts and some features of con-
tracts to develop new software.

Basic Parts of 2 Computer Contract

A comtract can be considered o 4 set of rukos agreed
upon by the partics i order o carrs ow some fransaction.
The drefting of these rules mas be donsvery carcliilv,
ensure thet one party does pot obats anadventove ever
the other by reason of the rules

There are cortan: base quesiions hich should he wd-
dressed i st contracis b competer harasnie or
sottware, These e e fohonang

{a) What doos the waer v

th) When doos tie s

() How muck will

{d; What Conssitite: acm 0 n

feY Who cwne

F) What bapy ra i der itk

'n the aiscesen thar oPow el gl the teom

wovider o nocen the o vl R che comopter
i :

hardwarc orsefva e andvaan o D g ont

[

lease, or eeese o7 shad s

ool
Lo o rn uwser oonean the
person who wishies toacquire the harda ro o Gfieare,
Lot ue pow turn G looe o the
cong aot whion deal with the o

RN TR TER P VATSAIN LI

sans i lar o above,
What does 13, .1\'.".“’l'l:/

Meat contracis have o whole condract o fntegration
clause, This cioves says Giad the docament anctdes the
entire coniract betweon the parties, aed that ihe pariies
are not bound by an. hor oral or weitten statements
which were made bofore et recment wo ntered inte

This can be very critical, Often s selesman, wio i trying
to sell computer hardware o sottwaere, will ke
statcments as to whai the product con e Thear stare
ments should be includ edin the contraet o a promese from
the provider that the product will do these things. The egal
term for such a promisc is o warranty. Unless there is

spectfic warranty from the provider, the user will not be
able to cancel the agreement if the equipment or software
fails to do what the salesman sa'd. Thus. if the contract only
savs that the provider is selling o "Mode! 1-2-3 Computer”
the uscr may have to accept that computer even it it turns
out that it will not do whnt the salesman promused.

Form the user’s pont of view, thercfore, 1o is always
important to include a speaitic statement of what the
cquipment or software s expected o do, and 1o have the
provider give a warranty in the contract that it will do this.

When does the user get ie?

Most contracts have a specific date by which the
hardware or software must be delvered. 1f rae hardware
or software is not delivered on time, the user may suofter
serious consequences. For oxample, his Basiness may be
dependent on the fact that a computer wiil be mstalled by
a particular time or that a particular picee of software will
arrive by a particular ume. However. it he has to sue the
provider, he may not be sble (o say exactly how much
money he ost because the hardware or software was late.

For this reason, mans computer contracts contain
speafic penalties if the cquipmient or software s delivered
fate. The user will be able o recover these penaltics
without giving speatic proot of how muach roney he has
fost. Howevers fhe penatites shonld not be toe severe. i
they are, the provider may deside thet o s just as chean
for kim aot o deliver the prodicet ar ali Cand payv dama zes
for non-pertormancet. thaen toddhiver wlate wnd hine w
oy penaliies.

Hommuuer wizlin coni®

There are soveral ditferens fipes of conrrnct which are
comimon it Gieindtstry o compaiccer cfiwere which

are lremds dovebhred an i ek are s widely, uswally

the somice s 5 forn e Wi S Coentrect - tog
AR cofsaltaars when ot L e Sl Wt
OFWLrs i Tor Lonew e oF Compriic, soators wpich

tobespecndiy Jovebypet hois aomeions

Howerorain o g we HEAEE SURNNTAIS P

by aoonce winor varc s with bl e nd ennes oot
o the prosador Tl ke v athne and

mhtertaf. coalradt
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(RS e H A A N

mevoncidde o chuse sicch cnte cw it L
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poar et il Lo g the
e drops, bubabe s Bos e st ol e
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thin sasbure, the

we procs e Dot

crovider ot

ta U

mopethe | rode
price satcdin the contracs Tonterdenad cotiects the
partica ey wish to el oo ek s nroady
the price. os permt cne paetytobrcas e conteeci e
o major fiuctigtton m carren s oxchames ral-s b eween
the time the contrac iy sizeed aed e e whengtwall be
carrd ontil)

Bhet corsututes acceptance”
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When a new picce of computer equipment is delivered,
there 1s usually an acceptance test. If the equipment does
not pass this test, then the user does not pay for it untal it
is repaired by the provider, so that it can pass the test. The
acceptance s for a competer will test the computer's
operating system software. Similarly, when complicated
software 1s delivered, there is usually an acceptance test or
apenod of time during v-hich the user can test the software
before having to pay for it.

Before entering a contract, each party should think
carefully about what testing should be done as part of the
acceptance tost. Often, the provider will give test data
which can be used for the purpose of sceing whether the
hardware or software works. However, if the provider is
giving these data, he could of course arrange it so that it
will not revect all defects. Therefore, from the user’s point
of view, it is often safer if the user provides his own
acceptance test data. However, this requires the user to
spend time and money to develop test data, and it also
requires him to have a good enough knowicdge of the
bardware and/or software so that he car. develop test data
which will reveal any flaws. Because of the expense and
knowiedge required, many users decide not 1o provide
their own test data. Instead, they rely on the test data given
by the prowvider.

Who owns it?

Although much hardware is sold. there is also a certain
amount which is leased. When obtaining harware from a
provider who is not the manufacturer, you should check io
make sure that the provider owns the hatdware. Further.
you may wish v decide on the basis of financing costs
whether it is cheaper for you to buy or lease. If you leasc,
vou wil' of course have to give the hardware back to the
provider, or pay an cxtra amount to purchase it once the
lease 1s over.

Most software is not sold. Instead a license is given to
use a copy of the software, often ander certain restrictions,
Most hardware has some software included.(2) Thus, cven
in the case of hardware which is purchased outright, there
may well be a license for some software along with it. The
license will give the right to use the software with that
particular computer, but it will probably cortain restric-
tions as to its usc with other computers and the number
and purpose of copies which can be made. The contract
should be very clear as to whether it involves a lease, a
license, or an outright sale, or a combination of these.

What happens if it does not work?

In international agreements, it is necessary (o include a
clause stating which country’s law will apply. The laws of
different countrics vary greatly, and different results may
occur depending on which law is employed. [ts therefore
necessary that the law of une country be named specifically
so that hoth partics will know which law governs their
obligations.

It should not be a matter of national pride for cach party
to try to have the law of his own country included as the
law of the contract. Instead, it is a good idea for the partics
to agree to apply the law of a country which has specific
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and clear rules relating to computer contracts.(3) In this
way. both parties will krow exactly what their oblizations
are.(4)

Apart from deciding on which faw should apply, the
partics should alsu dectde on who should apply it. Often,
thers are severai possible courts in which a suit mav be
brought. Mary contracts contain a specific provision
saying which court will have junsdiction.

In an increasing number of compute: contracts, the
parties provide for arbitration instead of going to court.
The reason for this is th»t most courts do not have judges
who arc specialists in computer-related fields. It is not
always possible to explain a complicated computer con-
tract so that a non-expert judge can interpret it. However,
if the parties choose to have arbitration they can specify
that the arbitration will be carried out by people with
computer expertise. They can cither do this by specifying
pariicular people as arbitrators or by specitying particular
qualifications which the arbitrators must have. If this is
done, the parties eften get 2 much b :tter interpretation »f
their agreement, withoui having the risk and uncertainty
ssoctated with going belure a non-expert court. Further,
arbitration s frequently faster than court proceedings.

Cften, the parties do not pay enough attention to the
guestion of choosing which court should have jurisdiction
or of choosing an arbitrator. This clause can have a great
effect on the outcome if there i1s a dispute between the
nartics. For example, if one of the partiesis in the Republic
of Koreu and the other in the United States of America,
the Koreaa will be at a great disudvantage if the arbitration
ot court hearing takes place in the 1'SA. Each time there
s a ncaring, he will have to travel to the US A, whereas the
American party will have much less travelling and hence
ican cost.

It urbitration is chosen, it 1s possible to provide in the
agreement that the arbitration will take place in a neutral
country io which be partics must travel. This provides a
balance of inconvenience so that neither party will have an
advantage over the other. For example, in the situation
where there is a4 Korean and an American it may be
possible 1o agree that the arbitration be held in Europe.
Thi: would cblige both the American and the Korean to
travel, and would therefore not give anyone a major ad-
vantage in the case of arbitration.

In many developing countrics, there are specific
provisions in the country’s technology transter law govern-
ing the question of which court will have jurisdiction and
which law will be applicd. These provisions must be taken
into account as they may well limit the freedom of the
partics to provide for arbitration or to provide that a
specific country’s faw will apply.

The result of a court case or arbitration s usually the
award of money as compensation for the damages suf-
fered.

In many cases, the damages will be very high if a com-
puter or computer program docs not function correct-
ly.(5) If the provider had to pay all of the dainages, he
would go barkrup?. Thercfore, the provider will often
refuse to sign a contract which would require him to pay
all damages which may arise if the system does not work.
Instead, the partics may agree that the provider’s liability
is limited to mercly fixing whatever is wrong and that he




will not have to pay any Jamages tor Losses sutfered by the
user. The user wall then seek insurance o protect himself
from damage if something vocs wrony.

The provicer will usually also require o provisic o stating
that he 3 not obligaied to fiv anv problem unless he s
netified within a warrants pericd. This warranty peeiod is
frequently very short. A ainety day pertod used o be
normal, but now muny provi-ders are offering 120 or even
180 days.

The negotiating of computer contracts

A contract for a large purchase of computer cquipment
or computer software may take a very long tme to
negotiate. One problem i that most lawyers are not very
familiar with computer »quipment, and initially try to draft
unrealistic contract provisions.

One way Lo speed up the negotiating of computer con-
tracts and to help reach an agreement which is fair to both

parties, is to use standard contract clauses. Several books

have heca written which give such standard clauses. For
example, the United Nations Industrial Developement
Organization (UNIDO) has a helpful paper on the sub-
ject.(6)

In the USA, the Association of Data Processing Service
Organizations (ADAPSO) Las developed a number of

computer, along with software to carev cut @ particular
lunctien.

There s ore problem which frequently arses when o
computer s acquired fromoenc prevnior andthe rest ot the
equipment which attuches oo noacquired om other
prosiders. The computer may Lot posivsth when
tested zlone wath cach otthe preces ek oy
functioning perfeetly, Howsn oo when they o
together. they do notwork properiy Thimay be boca
they stmply are incompatibic e, thoey are nes dosmed o

s thers isscimgthong wr

work tegether) or beea
picce of cquipment which cannat be fognd s
prece ol cquipment's norad (o8t rrocodure

1

Assimilar problem sometimes arises wher hardware and
software are purchased separate!y. Hardware may pass i
acceptance test corretily, and the software may puass 1is
acceptance test correctly when used on another compiter.
However, when the two are put tegether. they fail w
function.

If all the hardware and softwere are obtained from a
single provider (for cxampic 1 VAR). the user can thea
simply demand that the provider fix the problem. It is then

_ up to the provider to determine what is defective, and to
- fixii. However, the situation is more comglicated when the

standard contracts for ditferent types of computer trans- -

actions.(7) In cach of the ADAPSQO zontracts, scveral
different versions are given for each clause, so that the
parties can chocse the version which is most appropiate to
their needs.

courts.(8)

As the number of computer contracts increase, it can be
expected that there will be more and more standard
clauses and that the problems o1 negotiation will become
less difficult as lawyers and businessmen become more
familiar with these clauses.

Hardwure contracts

In cer.trazts for computer hardware, all six of the basic
guestions discussed above are very important. However,
there are certain additional matters to be considered as
well,

ways. They can be acquired from the manufacturer, or
from the manufacturer’s distributor. In addition, they can
be acquired from distributors who purchase the computer

{suchas printers, memaory storage and the like) from other

hardware and software were supplicd by different
providers or where different picces of hardware were
provided by different supgpliers. In this situation, cach
provider may say that the problem does not stem from the
ptece of equipment or software he provided. Under such
circumstances, the user must either determine what is

* wrong by himself or must hire a consultant to do it for him

There are al<» textbooks which give standard clauses | before he can effectively make use of the warrantics in his

and comment on how these have been interpreted by the |

possesion. For a user wio does not have much technical
expertise, 1t is sometimes better, therefore, to buy from an
OEM or a VAR who can provide all of the nccessary
hardware and software. In this way, no preblem arises in
determining which provider is responsible when the over-
all syste. does not work.

Software contracts

When a computer programmer sits down to wrile a

: program, he writes i in 2 human, rcadable, form. The

programis written in a standard compu.er language which
other humans can read and understund. These computer

C. ] . languages have names such as BASIC, COBOIL. or PAS
Computer hardwarce can be acquired in several different guag S s -

CAL. BASIC, for example is very similar to Engtish, but
is a more rigid language, in that cach wa § has only ore

- meaning. A computer program writien in one of the stand-

manufacturers, and assemble these to sell as a complete

system. These distributors wre usually known as OEM
{Original Equipiusat Manufacturers) even though they do
not usually manufacture cquipmeat but rither combine
the equipment of other manufacturers,

Another type of distributor 15 known a. VAR (Value
Added Retatler). VAR's usually buy o computer and as
soctated equipment, and the n edd the soltware which they
have written themsclves or have obtamcd from another
source. Thus, the product which they sell is usnally a

10

; . +ard computer languages can casily be read by anothe;
from the manufacturer, and purchase other equipment

programmer wi.o understands that langnage

The program in this form (in whick  car be easile read
by a human) 1s said o be i source code. A p.ogeammer
needs to have the source code forin of & provean if he
wishes to understand how the pregran functions, v if ke
wishes to correct errors in the program or moauy it any
way.

The sovrce code form of s program mav ke recoaeded on
a diskette, mas Le written or printed ina be kL or may be
stored in many other wave, However it i not the form ol
the program which is used to operate the computer.

The form of the program which actually onerates in e
computer to carry out its intended tunction s called object
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code.(9) It is created from source code by treating it in a
computer with another, specialized computer program.
Object code is usually recorded on a diskeite which car be
inserted into a computer when the program is to be used,
or else it can be recorded permancatly on a chip which is
permanently wired into the computer, or semi-permancat-
ly on a disk within the computer. If a printout is made on
paper of object code, all that is seen is a series of 0’s and
I’s.

Although 2 highly skilled computer programmer can
understand what is represented by object code, it is very
difticult and time consuming to read. Sicce most competer
programs have thousands (or even hundreds of thousands)
of instructions, it is not practical for a computer program-
mer to read a program in object code and make correc-
tions or changes to it. Thus, if any corrections or changes
or improvements are to be made to a program, the person
who wishes to make those corrections or changes or im-
provements musl, in practice, have access to the source
code.(10)

Generally, computer programs are accompanied by
human readable documentation. A computer program
which is distributed to an end user for him to use usually
has with it what is called user documentation. This is
usually a booklet or manual, which explains how the pro-
gram should be used, and often gives some examples or
training aids to help a person learn to use it.

Ancther type of documentation also usually exists as
well, although the person using the program seldom secs
it. This is called programming documentation. It consists
of an explanation by the person who wrote the program of
how the steps in the program interact with each other. It
is designed to help other programmers who need to un-
derstand the program. The programmirg documentation
is very important to anyone who wants to change or im-
prove the program. If he does not have it, he will have to
study the source code of the whole program in great detail
before he dares to make any changes. The reason for this
is that changes in one part of the source code will affect
other parts of the program, often in an unintended and
serious manner. With the programming documentation,
though, the programmer can read how the parts interact,
and can proceed to make his changes accordingly.

*Zou will sce from the foregoing that there are four major
aspects to a typical computer program. These are the
source code, the object code, the user documentation and
the programming documentation.

It is very difficult to prepare a contract for the develop-
ment of a large picce of software. Unless the software is
very simple to design, it is often not known at the time the
contract is being negotiated cxactly how long it will take to
write. Further, the user may not know exactly what he
wanls, other than knowing that he wants the software to
accomplish a particular job. It is therefore not poscible to
have a realistic zstimate of the cost or even an cxact
description of what is to be prepared. The solution which
is frequently used is to divide the contract into two stages.
These m:, be called the requirements stage and the
software deveiopment stage.

The requirements stage usually has a fixed price as-
sociatcd with it. The subject matter of the requircments
stage contracl is not software, Instead, what the provider
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agrees to give is a complete description of the data which
the software is to process and a complete description of
the result to be obtained by processing. Usually, tais is
defined in terms of what input information is required, in
which format, the format of rhe screen displays and prin-
touts which are to be provided as output. The description
will be given to the user in the form of a Requirements
Document. The Requirements Document, therefore, is
that which is coatracted for in the requirements stage. It
defines the software to be written n terms of input of
information and output of information.

When drafiing the requirements stage contract special
care should be taken to specify who owns the Require-
ments Document. Both the user and the provider would
like to own this document. The provider because he can
control its use. The provider will of course be interested
in being hired by the user to write the software. If he owns
the Requirement Document, he can prevent it from being
used by another person to assist in writing the software. As
the provider can use it, this gives him a special advantage
in obtaining the contract to write the software. On the
other hand, if the user owns the Requirements Document,
he can then use it as a basis for obtaining tenders to write
the software from a number of software providers. He
therefore does not necessarily have to use the same
provider who gave him this document to write the
software.

The second stage contract, the software development
contract, is usually only entered into after the require-
ments stage is finished and a price for the writing of the
software has been determined, based on the requirements
set out in the Requirements Document.

In a software development contract, the question of
acceptance testing is critical. For safety, the user will
probably want to develop his own acceptance test data.
Further, he will want to have a long enough warranty so
that he can actually usc the software for a period of time
to see whether there are any problems which were not
found during the acceptance testing. The period of time
should be sufficient to give some experience witk any
special reports or summaries which the software is in-
tended to create, but which are only infrequently
produced.(11)

The question of who will own the software is also quite
important. There are two ways in which this may be
resolved. The user may not want the softwarc provider te
write similar programs for the user's competitors. If this is
the case, the user will want to own all of the software which
has been created. The provider, however, will probably
charge alower price if all the user receives is a copy of the
source code, object code and documentation, together
with the right to use it in his own busincss. Under these
circumstances, the provider would keep ownership of the
softwarc and the copyright to it, but would be free to
license it to others This would mcan that the provider can
expect to get back some of his money from other such
licenses and would therefore charge less than if the user
was the owner.

Depending on what the user wants, he may therefore end
up cither with the ownership of software, or mercly with a
license to nse it on hi premises, This should be carclully
negotiated. In any cvent, the e will probably wish (o
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have the source code and the programming documenta-
lion so that he can make necessary changes later on,
without having to go back to the software provider.

Footnotes

1. This is of course a protection for the user, but it may
also be important to the provider if he receives sub-con-
tracted equipment from another country.

2.For cxamplc. every computer has an operating system. |
Sometimes this is permancatly stored on a chip or disk |
within the computer so that the user is not m:ccssarily i
aware of its existance. At other times it s supphcd ;
scparately on diskettes and the user must load it into the
computer. Many personal computers are now sold with |
some built-in applications software, such as a word-
processing program. ‘

3.Some courts will only give effect to this sort of agrec- |
ment if there is some connection between the contract and |
the country whose law is chosen.

4. For example, many agreements for chartering ships
are under the laws of the United Kingdom, cven though
neither party to the charter is British. The reason for this !
is that the British law on chartering is very well established,
s0 that cach party knows what his obligations will be.

5. For example in my country a major company bought
a new computcer system to keep track of billing its cus-
tomers. The computer system did not work correctly and
the major company could not bill its customers for six ;
months. It almost went bankrupt as a result. ,

6. The Commercialization of Software: Main Issues and :
Contractual Tenns and Conditions by Carlos Correa,
{UNIDQ)/18.574), available from the United Nations In-
dusirial Development Organization, P.O. Box 300, A-1400
Vicnna. Austria.

7. These standard form contracts are available from the |
Associaticon of Data Processing Services Organizations,
1300 North 17th Street, Suite 300, Arlington, Va. 22209-
3899 U.S.A. The cost of such contracts is quite high to
persons who are ot ADAPS(O) members.

8. Sce for example, Computer Contracts - Negotiating,
Drafting by Robert T. Bigelow, published by Matthew
Bender & Co. Inc., 11 Penn Plaza, New York, NY 10001,
US.A., (April 1987).

9. Several intermediate versions of a program between
source and object codz can also exasi. For simplicity, these -
- ¢ not discussed. The prinaiples applying to them are the
same as those applying to object code.

10. A very skilied programmer may be able to deduce
the source code by reversing the process by which object
code is made. However, this tzkes considerable time and -
skill and runs the rish of introducing errors,

11. For example, sccounting software may have some |
spcu.sl programs which are only uscd once a year, at the
vear's end. The acceptance period should be long enough ]
1o make surc that these arc used once it is in normal use.

(This articic is reprinted with the kind permission of the
World Intelicctnal Property Organization, 34 Chemin des
Colombettes, 1211 Geneva 20, Switzerland. The article |
first appearcd in WIP(Y's quarterly journal Intellectual '
Property in Asia and the Pacific, Issue No.19, dated Oc-
tober-December 1987). ’

|
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Recent | egislation

Philippines

Revised Rules of Procedure of the Technology Transfer
Registry of the Bureau of Patents, Trademarks and
Technology Transfer (BPTTT)

Republic of the Philippincs, Department of Trade and
Industry, Bureau of Pateats, Trademarks and Technology
Transfer Makati, Metro-Manila, 15 Junc 1988.

Department Ad:ninistrative Order No. 5 Serics of 1988

SUBJECT: Revised Rules of Procedure of the Technol-
ogy Transfer Registry

Pursuant to the provisions of Executive Order No. 133
reorganizing the Department of Trade and Industry and
its attached Agendies and Scctien 79-B of the revised
Administrative Code, the following revised rules aad
regulations are hercby promulgated.

RULE L. Definitions

Section 1. For purposes of these rules and regulations,
the following terms shall be understood as follows:

(a) Registry shall refer to the Technology Transfer
Registry withia the Burcau of Patents, Tracemarks and
Technology Transfer of the Department of Trade and
Industry.

(b) Technology Transfer Arrangements shall refer to
contracts or agreements enicred into by and between

. domestic companies and foreign companics and/or

foreign-owned companies involving the transfer of sys-
tematic knowledge for the manufacture of & product, for
the application of a process or for the rendering of a
service, including the transfer, assignment or licensing of
all forms of indurtrial property rights.

(c) Domestic Companies shall refer to enterprises,
partnerships, corporations, branches or other forms of
business organization formed, organized, chartered or ex-
isting under the laws of the Philippines.

(d) Foreign Companies shail scfer to alicn enterprises
or forcign firms, associations, partnerships, corporations

. or other forms of business orgamzation not orgamized or

existing under the laws of the Philippines.

(¢) Foreign-Owned Companies shall refer to
enterprises, partrerships, corporations or other forms of
business organization formed, orgamzed, chartered or ex-
isting under the laws of the Philippincs, the majority of the
outstanding capital of which is owned by 1licns.

(f) Net Sales shall refer 1o the mvoice value based on
actual salcs minus:

1. Trade, quantity or cash discounts and broker’s or
agent’s commission, if any;,

2. Return credits and allowances;

3. Tax, excisc o other government charges; and

4. Freight, insurance and packaging cost.

(g) Packaging Cost shall refer to cost of materials in-
curred in the process of placing the licensed product in
container(s), rcceptacle(s) or wra,.per(s) necessary for
marketing and transporting products to specific arcas of
destination,
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(h) Net Foreign Exchange Earnings shall refer to the
FOB value of the exported licensed product(s) minus the
landed cost of imported matenals and components used
in connection with the manufacture of the exported
licensed product(s).

(i) Imported Raw Materials and Componeats shall
refer 1o non-ndigenous raw materials and semi-finished
products with less than 50 per cent local content, directly
or actually used as inputs in the manufacture or processing
of a hicersed product which is completcly finished and
forming part thereof.

(3} Local Content sha!l refer to the difference between
the manufactering cost twhich includes the cost of raw
materials, labour and factory overhead. but excledes the
cost of depreciation) and the landed cosu of imported raw
matcrials and components.

(k) Landed Cost of Imported Raw Materials and Com-
ponents shall reter to the sum of the CIF value, customs
duty, tax and importation charges.

RULE 11 Functions of the Registry

Section 2. General Functions. The Registry shall have
the following general functions:

() Formulate poticies that would promote the inflow of
appropi: “=~logy into the desired/preferred sectors
of activity with focus on the developmental and regulatory
roles of the government in the field of technology transfer;

(b) Establish general and cquitable standards on which
to basce the relationships betweenamong the pe-ies to the
technology transfer arrangements, taking into considera-
tion the special peeds of the couatry for the tulfiilment of
its cconomic and soctal development objectives such as the
development of indigenous technology and the conserva-
tion of loreign exchange resources from the purchase of
unnecessary techinology and from the excessive cost of
imported technology:

(¢} Encourage technology transfer arrangements under
condifions where the bargaining positiors of the parties to
the :¢. anology transfer arrangements are balanced insuch
aw - asto avord abuses of a stronger position and thereby
toachieve mutually saiisfactory technology transfer arran-
gements;

(d) Measure the extent of technology absorption and
adaptation under the technology transfer arcangements;
and

(¢) Perform such other functions as may be necessary
tor the accomplishment of these objectives,

Section X Specific Fuactions . The Registry shall have
the following specific functions

(8) Issuc rules and regulatiens for the effective, efficient
and economic implementation of policics and guidelines
relative to technology transier:

(h) Evaluaste and regaster all technology transfer arran-
gements in accordance with the national technology trans-
fer policies;

(¢} Muonitor the implenientation of technology transfer
arrangements;

(d) Render advisory service to the private sector on the
aegotiation of the terms of the technology transfer arran.
gements and (echnology sourcing,

(¢) Coliecct and disseminate information on the tech-
nologics which could be tapped by the private sector.
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RULE LI\ Requirements for Registration

Section 4. Filing of Technology Transfer Arrangements.
All technology transfer arrangements shall be submitted
to the Regstry, dulv notanzed and/or autheaticated, for
approval and registration. accompanied by a duly ac-
complished Applications Form No. TTR-1 together with
the supporting documents listed theren. Filing of agree-
meats shall be in accordance with the following schedule:

1. New Agreements — Within thirty (30) working days
from the date of executton or effectivity, whichever s
carlier;

2. Renewal Agreements - Within thirty (30) working
davs before the expiration of the term of the cxisting
technoiogy transfer arrangement;

3. Amendatory Agreements other than those mentioned
under Section 7 of Rule 1V — Within thirty (30) working
days from such umendment or modification.

Failure of the applicant to compiy with any of the re-
quirements in connection with the application for regastra-
tion within a period of fittcen (15) working days trom the
date of notification shall be construe-] as an abandonment
of the applicator. Upon written request by the apphicant,
however, the registry may extend the said period.

Section 5. Date of Official Acceptance. The date of full
compliance by the applicant with ali the pertinent reqguire-
menis of the Registry shali be deemed as the date of official
acceptance, which shall be duly recorded in the Applica-
ton Entry Book. A notice of official acceptance shan be
issucd by the Registry in favour of the applicant firm.

RULE V. Evaluation Procedure und Guidelines

all

Section 6. Scope of Evaluation. The Registry s
evaluate and register technology transter arrangements
taking into accovat the iegal. technical and economic
aspects thereof mthe light of na‘ional technology transfer
policies.

Section 7. Decision. The Regastry shall render action on
applications for registration fn accordance witi the iollow-
insy schedule:

L Withiz two (2 working days for tiie tolowrng technoi-
opy transfer arrangements:

(1) agreements paticrned after the TTR Model Contract
on Licensing and ‘T echrical Assistance with a rovalty fee
not exceeding 2 per cont of the net sales;

{u) agreements traolving pure trade mark licensing;

(ui} franchise avrcoments with a fee not excerding | per
cent of net sales;

{iv) agreements which are royaity-free. and

tv) amendatory agreements to TTR registered agree-
ments involving ninor changes such as addition of new
products involving the same technology under the same
terms of a TIR registersd agreement or change of tech-
nulogy supplicr/itcchnology recipient or change in cor-
porate name ol technology supplicr/tcchualogy recipient;

2. Within ten (10) working days for sureements involving
technology and know-how whether patented or not and
trade marks with a royalty fee not exceceding 2 per cent of
the net sales excluding franchise agreements;

3. Within thirty (30) working days for all other types of
agreements.
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The reckoning of the above evaluation period shall be
from the date of official acceptance of the technelogy
transfer arrengement as defined in Sec. § of Rule HI
hereot.

Upon the expiration of the periods stated above without
action having been rendered, the application shall be
deemed as automatically anproved:  provided, however,
that provisions in the luhno'm\ transfer arrangement
which contravene Sec. 12 of Rule IV skall be deemed not
writien: provided further. that Sec. 13 of Rule 1V shall be
complied with.

Section 8. Notice of Deaston. The Registry shall issue a
noiice of - pproval which shall specify the terms and con-
dittons of registration. From the datz of receipt of the sad
notwce. the cpplicant shali have thirty (30} working davs
within which to submut its acceptance andor the required
amenden rat(s) oranelifieation(si. Failare to do so within
the suid period mas be construed as zbandonment of the
applicatum.

Section Y. Druft Technology Transfer Arrangements.
Appiicants may, prior torhe execution of technology trans-
fer arramgemcnt-, sebmit drafts thereof to the Registry
with the nermal applicaiion. for which approval in pnin-
«.pic may b granted, regstration being wathheld until the
wxecution thereef.

Section 10. In cvaluating techaolesy transfer arrange-
mzats, the Registry shall take due unsxdu.mon fur agree-
ments where:

1. The use of the technology industrial property right(s)
will lead to substantial contribution 1o the national
develupment objectives and goais such as cmployment
generation and export promotion, use of indigenous raw
m.nlula;:, conservation of ceaergy, ctc.

The use of cchae h)gy/mdu.slrul property right(s) -

answers an immediatz need, taking into account the gap

between the requirement of the industry and the national

technological capability.

3. The use of technelogy industrial propersty right(s)
Joces not result in eovironmental pollution and/or health
hazard to employees of the techaology recipient and to the
community at large.

Section 11. Similarly, in asscssing the rcasonablencess of
the pavment i relation to the value of the technology to

A bonus royalty of 2 per cent of net foreign exchange
carnings, as herein defined. may be allowed if the technoi-
ogy supplicr commits to an export development
programme to assist a new exporter in penctrating the
export market.

Royalty for the license to use trade mark(s) shall not
exceed 1 per cent of net sales of the licensed product(s).

Section 12. Restrictive business clauses shall not be
allowed in any technology transfer arrangement; specifi-
cally, the following clauses shall be proaibited:

1. Those which restrict directly or indirectly the export
of the products manufactured by the technology ceapient
under the technology transfer arrangement. unless jus-
tificd tor the protecuion of legitimate 1nterest of the tech-
avlogy supplier and the techeclogy recipient, such as
exports o countries where anv of the party’s industrial
property rights will be intringed or where exclusive icen-
ses (o use the technology e these countries have already
been granted;

2. Those which restrict the use of the technology sup-
plicd after expiry of the technology transfer arrangement,
except m cases of carly termination of the technology
transfer arrangement duc to reason(s) attributable to the
technology reaipient;

3. Those which restrict the m: aufacture of similar or
competing product(s) after expiry of the techaology trans-
fer arrangement;

4. Those which require payments for patents and other
industrial proper~  shts atter their expiration, termina-
tion or invalidat.

5. Those which provide free of charge that improve-
ments made by the technology recipient shali be patented
inthe name of the technology supplier, or shall be required
1o be exclusively assigned to the technology supplier. or
shall be required to be communicated to the technology
supplicr for its use;

6. Thosc which require that the technology recipient

! shall not contest the validity of any of the patents of the

the technulog: reapient and the national economy, the

‘ollowing criteria shi™ be taken into account: Scope, com-

plex-'y and pioneer W nature of the technology; impor-

tance of the lcchn.ﬁog in relation to ihe technology

seetpient’s oserall aconaty; degree ot mastery of the tech-

nology by the rechnology supplice; stage of the licensed
product in the product life evele; use of indigenous raw

materials and scivices, cncrgy saviigs, level of prionty of
the icensed activity, coaployment g2ueration, ciport carn-

ings and its ellect on the balance of payments; spill-over
uflu.hm)lobylnIm.al industry; technology supplicr’s share
in the technology recipient’s profig; royaity approved for
the industry under which the licensed productis classified.

For consistency, the royalty base shall be expressed in
terms of net sales whenever applicable.

Minimum royalty zhall noi be allowed, unless the re-
quested minitum royalty is proven to be much less than
the royally payments due based on historical sales and/or
sales projection of the licensed product(s).
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technology supplier;

7. Those which restrict the echnology recipient in a
non-cxclusive icchnology transfer arrangement from ob-
taining patented or unpatented technology from other
technology supplier(s) with regard to the sale or manufac-
ture of competing products;

8. Thosc which require the technology recipient to pur-
chase its raw materials, componeats and cquipment ex-
clusively, or a fixed percentage of the requirement, from
the technology supplicr or a poson designated by him,
unless it could be proven that:

{1) the sclling price is based on international market
prices or the same price s charged by the technology
supplicr to third partics and that there are no cheaper
sources of supply; and

(ii) such requirement is necessary to maintain the quality
standards prescribed by the technology supplier;

9. Those which limit the scope of production and pricing
of products manufactured by the technology recipicat and
sct a minimum volume of production, unless sucn a mini-
mum volume can be proven to be rcasonable, based on
historical sales and/or sales projection of the licensed
product(s);
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10. Those which restrict the research and development
activities of the technoiogy reapien? destgned to absorb
and adapt the transferred technology to local conditions
or tonitiate RED programmes in conacction with new
products, processes or cquipment;

11. Muose which present the technology reapient from
adapting the nnperted techaology to local conditions, or
ntroducing innovations to it, as long as it does not impair
the quality standards prescnbed by the techaology sup-
plier;

12. Those which require the technology reapient to
cmplov personnel designated by the techonology supplicer,
except Wothe extent necessary to ensure the cfficieat trans-
fer of techaology, or those which require the continucd
employment of such personnel when adequately trained
persennel are aailable or have been irained,

13. Those which require the technology recipient to
grant exclusive sales or representation rights to tke tech-
nology supplicr or any person designated by the technol-
gy supplicr, unless the tecenology recipicat does o0 on
his own volition;

14. Those which require the technology recipient to keep
part or all of the information recewved under the technol-
ogy transfer arrangement confidential beyond a
rcasonable period, e.g. five (5) vears after termination/ex-
ptration of the technology transfer arrangement;

15. Those which exempt the technology supplicr from
lability for non-fulfillment of his responsibilities or that
which provide for a maximum amount beyond which the
technology supplier shall not be liable, with regard to third
party suits ansing from the use of the licensed product or
licensed technology.

Section 13. Recquisite Provisions. The following
prowvisions shall be required in technology transfer arran-
gements:

1. That the laws of the Phlippines shall govern the
interpretation of the same and in the event of litigation, the
venue shall be the proper courts in the place where the
technology recipicnt has his principal office.

2. A fixed term not exceeding five (5) years with no
automatic renewal; however, a term longer than five (5)
ycars may be allowed undcer the following conditions:

(1) icensed activity has a long gestation period, provided
the royalty payment shall apply only to sales of the licensed
product(s) gencrated for a five (5) year period; and

(it) royalty-frce agreements.

Automatic renewal provisons may be allowed in royal-
ty-free technology transfer arranecments.

3. That the technology, if used 1n accordance with the
specific instructions of the techaology supplicr, is suitable
for the manufacture of the licensed product(s) or for the
extension of services pursuant to the technology transfer
arrangement;

4. That, on the date of the signing of the technology
transfer arrangement, the technology supplicr shall war-
rant, (o the best of its knowledge, that it is not awarc of
third partics’ va'id pateat rights or similar protection for
inveations which would be infringed upon by the use of the
technology by the technology recipient when applied in
accordance with the technology transfer arrangement;
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3. Continued access to improve ments in techniques and
processes related to the technology shall be available
durmng the period of the technologs transfer arangement;

6. Inthe event the techrology teansfer arrange ment shall
provide for arbitration, the Procedure of Asbitration of the
Arbitration Law of the Philippines or the internationally
accepied rules of arbitratior such as the Arbitration Rules
of the United Nations Comission on International Trade
Law (UNCITRAL) or the Rules of Corcthiation and Ar-
bitraticn of the International Chamber of Commerce
(1CC) shall apply and the venue of arbitration shail be the
Philippincs;

7. That Philippine withhelding taxes on all payments
relating to the technology transfer arrangement shall be
borne by the technology supplicr;

8. That all payments relating to the techrology transfer
arrangement shall be remitted to the technology supplicr
at the prevailing exchange rate at the time of remittance.

Section 14. In the event the technology transfer arran-
sement shall provide tor the rendering of related technical
senices by foreign national(s) under the registered tech-
aology transfer arrangement. the rate of fees shall be
determined based on the following factors:

1. Qualifications of the technician/cugineer rendenng
the senvices (background in terms of education and ex-
pericnce, current ficld of specialization, level of exper-
tisc);

2. Scope of work;

3. Amount of royalty payments or technical fees in the
technology transfer arrangement;

4. Actual salary scale for a particular level of expertise
in the coustry where the supplier of technology is based;

5. Economic benefits of the foreign technology such as
increase in exports and ecmployment genceration; and

6. Time required to efficiently cover the various services
to be rendered.

Section 15. Exceptional Cases. In exceptional or
meritorious cases where substantial benefits wall accruc to
the cconory, such as high technology content, increasce in
forcign cxchange carnings, employment gencration,
regional dispersal of industrics and/or substitution with or
use of local raw materials, or in the case of BOI registered
companics with pioncer status, exemption froin any of the
above requirements may be allowed after cvaluation
thereof on a casc by case basis.

RULE V. Certificate of Legistration

Section 16. Issuance of Certificate. Upon fulfillment of
the pre-registration and registration requircments, the
Certificate of Registration shall be i.sued.

Section 17. Certificate Registry Book. Immediately after
the Certificate of Registration is issved, the title of the
technology transfer arrangement and oartics thereto, its
registration number and date of registration shall be
catered in the Certificate Registry Book.

Section 18. Canccllation of Registration. If, aiier inves-
tigation by the Registry, it can be established that Cic tcrms
and condilions of the tcchnology transfer ari angement
have been amended or modificd without reccurse to Sec.
4, Rule HI, or the terms and conditions stated in the
Certificate of Registration have been violated, the Registry
may canccl the registration of the technology transfer
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arrangemen; and require the surrender of the Certificate
of Registration. Such action will be made oaly after the
partics i» whose names the Certificate of Regjstration was
issued arc given an opportunily to be heard, in line with
the provisions of Executive Order No. 913 and its im-
plemeating rules.

Sectiom 19. Sanctions. The Registry shall determine the
appropiate sanctions t¢ be imposed for such violation
and/or shall recommend to other appropiate government
agencies the impositioc of such other sanctioas tt st could
properly be cmploycd by these agencies under their
respective charters.

RULE V1. Recoasideration

Sectioa 20. Requests for recoasideration in respect of
pre-registration coaditioas or specific terms and condi-
tions shall be filed with the Registry within fifteen (15)
mkmgdaysfmmthcdalcofreoclp(oﬂhenotwcof
approval. All requests shall be filed in writing stating
clearly and concisely the reason(s) therefore, and shall,
whenever relevant, be accompanicd by supporting docu-
meats. The Registry shall render its decision within thirty
(30) working days from the date of filing of the request.

RULE V1L Submission of Annual Reports

Sectioa 21. For the purpose of monitoring the progress
of projects which are being undertaken under the
regrstered technology transfer technology

shall submit to the Registry, not later than the
last day of March of cach year, the accomplished Annual

Progress Report Form No. TTR-2.
RULE VIIL. Penalties

Scction 22. Technology recipicats failing to register their
technology wranifer arrangemeats, as required under Sec-
tiom 4, of Rule I1I hereof, shall be subject to the following
schedule of fines:

Basic Daily Start of Penalty
Fee Fine Penod
(a) New transfer of tech- P250 P25  Aiver the 30th working
nology arrangements day from the date of
execution or effectivity,
whichever is carlier
(b) Renewal of transferof PSO0  P2S Date of effectivityof the
technology srrangements renceal of the sechnology
transfer arrangement
(c) Amendatory/ P100 PS After the 30~h working
supplemental technology day from the date of
transfer arrangements execution

Section 23, The following schedule of fines for late or
non-submission of Annual Progress Reports shall be im-
posed as follows:
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Basic Daiy Stan of penahty
f~c fine  penod
First violation [ Ps 1 Apn! of each year
Second violation P50 P10 1 April of cach ycar
Third viclation P100 P2 1 April of each year

Section 24. The penalty shall commence on the dates
mentioncd above and shall end on the date of filing of the

application with the Registry.

RULE IX. Terminatica of Technology Transfer Arran-
gements

Section 25. Whea a technology transfer arrangement is
terminated by the parties thereto prior to the expiration of
its term, notice of such termination shall be filed with the
Registry not later than thirty (30) working days from the
date of such termination.

RULE X. Coafideatial Character of Certain Data

Seciom 26. Informaiion and documents received by the
Regstry for registration of technology transfer arrange-
meats shall be treated as confidential and shall not be
divulged to any private party without the consent of the
parties concerned. However, nothing berein should bar
the Registry from releasing aggregative information on
particular sectors of the industry based on documents
submitted by applicant firms.

RULE XI. Transitory Provisions

Section 27. This Revised Rules of Procedure shall not
have retroactive cffect on all technology transfer arrange-
meats existing and registered prior to the effectivity of
these rules and regulations. All other technology transfer
arrangerents pending approval with theTechnology
Transfer Board and carricd over to the Registry shall be
governed by the Technology Transfer Board rules and
regulations.

RULE XI1. Reckoning of Dates

Section 28. Whenever these rules and regulations
prescribe a period within which an act shall or shall not be
performed, the first day shall be excluded and the last day
included in the computation thercof, unless otherwise
provided.

RULE XIII. Notices

Section 29. Notices sent by the Registry shall be ad-
dressed to the party seeking the registration of the tech-
nology transfer arrangement at its principal place of
business. Such notices may, with like effect, be delivered
to its authonized representative(s) as appearing in the
records of the Registry.

RULE XIV. Fees

Section 30. The Registry shall collect a filing fee of the
amount of P1,000 for each application and an additional
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P1,000 upon issuance of the Certificate of Registration for
ncwtechnology transfer arrangements and P1,500 for cach
application and an additional P1,500 upon issuance of the
Certificate of Registration for renewal of technology
transfer arrangements.

RULE XV. Final Provisions

Section 31. All othe: rules and regulations contrary
hereto are hereby repealeu or modified accordingly.

Section 32. This Administrative Order shall take effect
fificen (15) working days after publication in the Official
Gazette.

Approved:

(Signed) LILIA R. BAUTISTA Undersecretary of
Trade and Industry

Recommended by:

(Signed) IGNACIO S. SAPALO Director, Bureau of
Patents, Trademarks and Technology Transfer.
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