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and their Depositors®
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ABSTRACT

Companies keep increasing prices sometimes without the approval of regulation authorities or
informing customers; this phenomenon has increased depositor’s complaints especially in the
banking industry; Depositors need to carefully read contracts proposed by banks before signing
them, to avoid paying extra fees while using these products or services. The object of this work
is to propose good contracts which will benefit to both banks and their depositors. We will be
using the compensatory method from the multi-attribute method to decide which method
among the Do nothing, go with the same contract, go with the cost plus incentive contract and
go with the firm fixed price incentive best suit to depositors because they the more impacted.
Based on the results we will have after the analysis, the go with the firm fixed price incentive
contract seems to the best solution for depositors after comparing it to the go with cost plus
incentive contract.

Key words: contracts, depositors, policy, regulation, clause, types of contracts, negotiation,
dispute resolution

INTRODUCTION

Due to the technological evolution in the whole world, companies always need to introduce
new products and services in the market to satisfy customers. No matter the industry where
you are competing, companies need to improve in order not to lost markets shares. In the
banking industry which is moving even faster and where there are new competitors from
different industries (like Orange Telecommunication Company which will be providing banking
services soon), banks that will differentiate from its competitors will have to propose a best
service or product at a good price.

Price is such an important variable that customers always have to keep a close look on it
because banks keeps charging customers if failing to meet a specific clause of their contract.

! Editor’s note: Student papers are authored by graduate or undergraduate students based on coursework at
accredited universities or training programs. This paper was prepared as a deliverable for the course “International
Contract Management” facilitated by Dr Paul D. Giammalvo of PT Mitratata Citragraha, Jakarta, Indonesia as an
Adjunct Professor under contract to SKEMA Business School for the program Master of Science in Project and
Programme Management and Business Development. http://www.skema.edu/programmes/masters-of-science. For
more information on this global program (Lille and Paris in France; Belo Horizonte in Brazil), contact Dr Paul
Gardiner, Global Programme Director, at paul.gardiner@skema.edu.
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According to the last report of the French Union of Consumers, banks fees are in net
progression in 2017, only based on the reason of having an account at a bank.

But other reasons such as withdrawing the money in the cash machine of another bank
(average of 4,5%°), cards of international payment with immediate debit (average of 3%) can
also be mentioned, as they are even higher than the inflation.

As many banks adjust their fees in January, others even do that during the year like Societe
Generale and some popular banks.

As customers are not looking carefully their contracts before signing them, the phenomenon is
significantly increasing every year.

We therefore decide to have a look on this in order to determine if banks and their depositors
can both benefit of signing a contract, respecting rules set up by the authority of the banking
markets.

The aim of this study will be:

— To determine whether contracts given by banks to customers are well written and suit
to customers.

— What are the benefits for depositors?

— What are the limits of contracts proposed by banks to depositors?

— What can be our suggestions to both parties?

The author of this paper will be focusing on one specific bank called the French Public Bank of
Investment (PBI) by analyzing some specifics clauses of one of their contract with a specific
client.

The author will be defining some concepts like banks, depositor, contract, in order to make a
clear analysis of the specified contract.

To conclude this analysis, the author will give his opinion regarding the contract analyzed and
say if he can recommend other customers to sign a contract with this bank.

METHODOLOGY

As this is a confidential contract of one bank and their client, we will analyze some specifics
clauses of the contract such as interest on arrears, early termination of contract in case of a
force majeure, methods of invoicing and payment, suspension of services, normal termination
of contractual relation. These are the four feasible alternatives.
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|. FEASIBLE ALTERNATIVES:
1. Do nothing:

In this situation, we will be deciding not be bring any adjustment to what has been agreed and
signed by both parties; we will not be following the terms of this contract but instead the one
that we think is good for us.

2. Go with the same contract:

After analyzing this contract, we will be deciding to follow this contract as we think, it is well
written, it covers all aspect; If each party respect his own part of the contract, then everyone
will be satisfied, and we will be recommending this contract to any other bank providing the
same service to its customers.

3. Go with the Cost Plus Incentive Contract:

As the French, Public Bank of investment is a non-commercial bank, not providing commercial
services to its customers, but instead lending them money to help them realize their projects,
and at the end, customers will be paying just interest on their money, they got from the bank.
We will be suggesting this type of contract to customers as it will be benefit to both parties. For
a company which has a project to realize, if the project is done on time, respect the quality
criteria set at the beginning, and not exceeding the cost, this company will be motivated to do
the project well in order to get an incentive from the bank.

With the formula to calculate the incentive set at the beginning, the customer will have the
opportunity to see if he is on the right track to deliver what has been agreed.

4. Go with the Firm Fixed Price Incentive:

The French public Bank of investment has one goal which is to promote innovations; As
companies have new ideas, but sometimes lack money to bring these ideas into operational
use, we will recommend this type of contract as well; The particularity of this contract is that
both parties agree some financial incentives, and define some performance criteria such as
schedule, technical performance at the outset.

This contract represents a financial motivation to complete the work at the most economical
cost;

Once the project will be completed, both parties will meet to determine the price to be paid by
the bank to the customer, we will be going for this contract and fully recommend the French
Public bank of investment to use it with their customers.
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Il. ATTRIBUTES:

In this section, we will take a look at five different attributes. The interest on arrears will
correspond to any delay in the settlement of the invoices of the Bank by the client beyond the
time limits which will lead to payment of interests. The suspension of services which
corresponds to any delay in the payment of the invoices of Bank by the Client, except for any
duly justified opposition by the Client and independently from the interest on arrears.

The termination of contract in case of force majeure will refer to events such as War, riots,
grassroots movements, floods, natural disasters, strikes...which might occur during the project;
Those events have to be notified by any means by the affected party within a limit of time fixed
in the contract.

The normal termination of contractual relation which has to be made by written notification to
one party to another.

The methods of invoicing refers to the bill the bank sends to the depositor every month, in
conformity with the procedure; This shall be sent in good time and should be in VAT exclusive.

Go with the Same Go with the Cost Plus | Go with the Firm Fixed

Selection attributes Do nothing

Contract Incentive Contract Price Contract

Need to be adjusted
Interest on arrears None according to external Good
factors

Suspension of .
. Fair Good
services

Because they are
Termination of events beyond our
Contract in case of Excellent Excellent control, they are highly
force Majeure recommended for any
kind of operation

Methods of Invoicing

and Payment Fair

Once the work is
completed, both
parties can end their
relation

Normal Termination
of Contractual Fair
Relation

Fair

Regarding the above information, we will be putting the “do nothing option” aside from the
possible options, because we will not be taking into account option with no green cases since
they will not correspond to the value of this paper.

To have a good analysis, we will be comparing the feasible alternatives against the attributes;
we will be using in this section of the compensatory method from the Multiple Attribute
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Decision-making. With all those alternatives, we will define a criterion, so in this section we will
be looking on options with a minimum of one green box in the matrix analysis table.

FINDINGS

Here, we will be comparing all the alternatives. This comparison will lead us to suggest the best
option possible and present quantitative factors that will help in taking the good decision.

Go with the Ggov::t:I::e Go with the Firm
Selection attributes . Same . Fixed Price
Incentive
Contract Contract
Contract

Interest on arrears

Suspension of services

Termination of Contract in case of force Majeure

Methods of Invoicing and Payment

Normal Termination of Contractual Relation

TOTAL

MULTI ATTRIBUTE DECISION MAKING (COMPENSATORY METHOD)

Step One Step two . Go with the Gc.> witl_1 the
Go with the cost plus Firm Fixed

Do nothin . . .
Normalized & same Contract incentive Price
weight contract Contract

Attributes

Relative rank

Interest on arrears

Suspension of
services
Termination of
Contract in case of
force Majeure
Methods of Invoicing
and Payment
Normal Termination
of Contractual
Relation

Sum

Regarding the above table, we will suggest some recommendations. Three kinds of contracts
are recommended for this depositor: The cost plus incentive contract, the firm fixed price
contract and the contract established by the French public bank of investment.
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Using the tables, this paper suggests some recommendations. First of all, the go with the firm
fixed price contract seems to be the best choice after a comparison with the go with the cost
plus incentive contract. It is 159 % better (3.66/2.32 *100 = 122%). The other important
conclusion which can be made regarding the table is that the go with the same contract is 129
%better that the go with cost plus incentive contract (2.99/2.32*100=129)

Based on these two preferred solutions, some main differences appear. First of all, a real
dispute between the contractor (the depositor) and the owner (the bank) which may create
tensions. Something to have in mind is that this depositor wants to invest the money they got
from the French investment bank in building a site which will transform the waste of goose to
produce new energy, so external factors need to be taken into consideration by both parties.

CONCLUSIONS
This work had the objective to answer the questions mentioned at the beginning like:

- To determine whether contracts given by banks to customers, are well written and suit
to customers.

- What are the benefits for the depositors?

- What are the limits of contracts proposed by banks to depositors-What can be our
suggestions to both parties?

After a deep analysis, we came with the results that the “go with the cost plus incentive
contract” and the “go with the firm fixed price contract” are the solutions to retain for this
depositor with the French Public Bank of investment. But the firm fixed price contract is the
best as it really takes into consideration all factors especially in case of force majeure (the
epidemic of goose) which has affected this project.

Both parties need to sit around a table to redefine the terms of this contract, to avoid this
depositor to pay back more money to the bank.
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