HARGROVE & WINSLETT LLP
Attorneys at Law


TO: Drayfield Technologies
FROM: Patricia Malone, Partner
DATE: April 5, 2026
RE: Review of Vendor Software Agreement — Pre-Execution Analysis


I. EXECUTIVE SUMMARY
We have completed our review of the proposed Vendor Software Agreement (the "Agreement") submitted for execution by Drayfield Technologies. Our review has identified three material issues that present significant legal and commercial risk to your organization and that must be addressed prior to execution.
We strongly advise against executing the Agreement in its current form. The concerns identified herein are not minor drafting preferences; they represent substantive provisions that could expose Drayfield Technologies to material financial liability and intellectual property risk. Negotiation of revised terms is warranted before proceeding.


II. KEY ISSUES IDENTIFIED
Issue 1 — Limitation of Liability
The Agreement's Limitation of Liability clause caps the vendor's aggregate damages exposure at three (3) months of fees paid by the client. For a mission-critical SaaS product on which Drayfield Technologies' core operations depend, this ceiling is wholly inadequate. In the event of a material service failure, data breach, or prolonged outage, the recoverable damages would bear no reasonable relationship to the actual losses suffered.
Market-standard provisions for mission-critical SaaS arrangements typically provide a liability cap of twelve (12) months of fees, with carve-outs for gross negligence, willful misconduct, and breaches of confidentiality.
Issue 2 — Intellectual Property Ownership
The IP Ownership clause fails to adequately address the ownership of derivative works, models, or outputs that are generated through processing of client data. As currently drafted, the clause is ambiguous as to whether the vendor may claim rights in derivative intellectual property arising from analysis of, or learning from, Drayfield Technologies' proprietary data.
This ambiguity presents a significant risk that the vendor could assert ownership interests in outputs or improvements derived from your confidential information. The clause requires revision to expressly vest all such derivative works in Drayfield Technologies.
Issue 3 — Auto-Renewal and Notice Window
The auto-renewal provision requires ninety (90) days' written notice of non-renewal prior to the end of each contract term. The clause contains no grace period, no constructive notice exception, and no obligation on the vendor's part to provide advance reminder notice. This structure is highly unfavorable and creates a substantial risk of inadvertent multi-year renewals at potentially unfavorable rates.
Industry practice for commercial SaaS agreements typically calls for notice periods of thirty (30) to sixty (60) days, with a reasonable cure window and a vendor obligation to provide timely renewal reminder notices.


III. RECOMMENDED ACTIONS
With respect to the Limitation of Liability clause:
· Negotiate an increase in the aggregate liability cap to no less than twelve (12) months of fees paid.
· Insist on express carve-outs from the cap for breaches of confidentiality, data security incidents, gross negligence, and willful misconduct.
· Request inclusion of a mutual limitation clause ensuring parity of exposure between both parties.
With respect to the Intellectual Property Ownership clause:
· Demand insertion of an explicit provision confirming that all derivative works, trained models, or outputs generated from client data remain the exclusive property of Drayfield Technologies.
· Require the vendor to provide an express covenant not to use client data for model training, product improvement, or any purpose beyond contracted service delivery.
· Ensure alignment with Drayfield Technologies' existing IP policies and any applicable data processing obligations.
With respect to the Auto-Renewal clause:
· Negotiate the non-renewal notice period down to thirty (30) days, or at most sixty (60) days.
· Require the vendor to provide written reminder notice no less than sixty (60) days prior to the non-renewal deadline as a condition precedent to auto-renewal.
· Negotiate a thirty (30) day grace period following inadvertent renewal with no fee obligation for the grace period term.


IV. CONCLUSION
Based on our review, we advise Drayfield Technologies not to execute the Agreement in its current form. The three issues identified above represent substantive deficiencies in the contract terms that could expose the company to disproportionate financial liability, unintended loss of intellectual property rights, and unwanted automatic multi-year renewals.
We recommend that Drayfield Technologies request a revised draft from the vendor incorporating the negotiated changes outlined herein. We are available to assist with drafting proposed redlines and to conduct further negotiations on your behalf as needed. Please do not hesitate to contact this office at your earliest convenience.

Respectfully submitted,

Patricia Malone
Partner, Hargrove & Winslett LLP
pmalone@hargrove-winslett.com
