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When You Should Hire a Technology Lawyer to Help With Purchasing a Computer System

I'm Rob Hassett and this is my first podcast for Business to Business Magazine.  I'm a lawyer in Atlanta with the firm Casey Gilson P.C.  

One of the areas of law that I focus on is representing companies that are buying information technology systems.  I have been doing this for more than 20 years.  One question I am often asked is when is it advisable for a company to hire a technology lawyer in connection with the purchase of a software system?


There are two major reasons you may want to hire a technology lawyer: 

First, the law that applies to ownership of intellectual property rights relating to computer software is not what the average person would expect.  For example, if you design a system and hire a programmer as an independent contractor to write it and have an oral agreement with the programmer that you will own all copyrights, the programmer will still own those copyrights; an oral agreement relating to the ownership of copyrights is not recognized legally.  Additionally, even if you get a written assignment, if you do not register the copyrights in the name of the owner and record a written assignment to your company in the U.S. copyright office, if the programmer ever files for bankruptcy, you will lose your copyrights in the program.
Second, most information technology agreements are poorly drafted.  In fact, most are almost incomprehensible.  They are often so confusing that the salesmen, who have been working with the agreements for years, fill the blanks in incorrectly. 

Commendably, there are a few companies, such as IBM, that  use very clear written agreements.  A purchaser, or their attorneys, may not like what is in IBM's agreements, but can easily understand what they say and argue the points.   That's good for both IBM and its customers in that both parties have a fair understanding of what to expect and what is expected of them.  I try to follow IBM's example in writing agreements for my technology clients, but I can only do that if I write the first draft.  Often, my smaller technology clients are required to use a draft written by a large customer and, unfortunately, those drafts are usually lengthy, disorganized and unclear.
I’m now going to suggest 4 scenarios and discuss whether you should hire a technology attorney to represent you in each situation.

(1st Scenario)  Your company is buying ten copies of Microsoft Office.  This one is obvious.  A technology lawyer could not do anything for you.  You may be able to obtain some discount from the retailer, but you would not need a lawyer for that.  Microsoft is not going to change the terms of its very very limited warranty and you either buy the software as is or don't buy it.
(2nd Scenario)   Your company is buying 1,000 copies of Microsoft Office.  Your business people and general business attorneys can negotiate discounts, installation and support agreements with the supplier.  They may want to hire a technology lawyer to help with the installation and support agreements, but  I've seen in house counsel, who were not technology lawyers, do a good job on these agreements.  

(3rd Scenario)  You're agreeing to pay $1 Million for business decision software that will support all operations of your company and will require extensive customization.  You should hire a technology lawyer to make sure that your company is getting what you think you are getting.  otherwise you are going to be disappointed most of the time.  Additionally, your IT personnel should make every effort to make sure the specifications for the customization work are all that your company will need.  There is an art to this and a technology lawyer can help.  You will want to hold back as much of the purchase price as possible and for as long as possible to avoid paying the full amount and losing the leverage to get things corrected.  Depending on the vendor, you also may want to have a copy of the source code placed in escrow in case the vendor goes out of business.  
(4th Scenario)  You are hiring an independent contractor to develop software for your company.  The independent contractor is going to charge $50K.  With this scenario you should hire a technology lawyer even though your legal fees will be significant compared to the charge for the development.  This is the scenario in which company executives get the most frustrated with technology lawyers.  They will say something like: "why should I pay $2K to $10K for legal fees to a technology lawyer to review an agreement, negotiate changes and document the changes when the software only costs $50K?"   I respond this way:

(First)  you may be paying a programmer $50K to write the code, but my guess is that you could not find an off the shelf package to do what you wanted, this software is unique and will give your company a significant competitive advantage and that you have spent years figuring out what should go in the software.  So, including your time spent, in effect, designing the software, the software will, in effect, cost much more than $50K to develop and is worth much more than that to the company.

(Second)  If you don't hire a technology lawyer there is a strong possibility that you'll find out that the company does not own the copyrights in the software and the independent contractor will be free to sell the software to your competitors.  I've even seen programmers who hired lawyers to extort more money out of the company as a condition for turning over the copyrights after the fact. 
 With all this in mind, do you really want to take a chance to have to go back to your programmer ten years later when you are trying to sell the company to try to get a copyright assignment required for the sale? 
Please feel free to email me about this podcast.  My email address is rob@internetlegal.com

Rob Hassett is an attorney with Casey Gilson P.C., which is located in the Concourse off I-285 in Atlanta.  Rob is a co-author of a volume on internet law for Lexis Nexis, teaches in the professional education program at Georgia Tech, has spoken at  more than 70 events, and has written more than 35 articles that have been published.  You may review his web site at www.internetlegal.com, or reach him directly at rob@internetlegal.com.
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