AMPLIFA PROCUREMENT GLOSSARY

Acceptance criteria: measurable
requirements for a binding supplier
acceptance

Acceptance criteria are the contractually or formally defined requirements that a supplied item must
fulfil in order for the customer to accept the delivery. They translate technical specifications, quality
requirements and scheduling requirements into verifiable criteria and thus form the basis for the
acceptance decision. In industrial procurement, they protect against disputes, claims for additional
costs and expensive return shipments. Anyone who defines acceptance criteria early and
unambiguously reduces risk and effort along the entire supply chain.

Key facts

« Acceptance criteria define when a delivery or service is deemed to comply with the contract —
measurable, verifiable and documented.

» They typically include technical, quality, scheduling and documentation requirements.

« Clear acceptance criteria prevent complaints, return shipments and renegotiations after the service
has been rendered.

» They should ideally be defined already in the enquiry or tender and incorporated into contracts and
requirement specifications.

* Acceptance protocols document the inspection results and form the basis for payment release and
warranty claims.

» For series parts, acceptance criteria are frequently supplemented by sample approval and first
article inspection processes.

Definition: acceptance criteria

Acceptance criteria are the conditions agreed in advance under which a buyer recognises delivered
goods or rendered services as compliant with the contract. They are part of contract design and
distinguish acceptance from mere goods receipt: receipt concerns the logistical reception, acceptance
the substantive inspection of contractual performance.

Distinction: receipt, inspection and acceptance

In practice, three stages can be distinguished. The incoming goods receipt checks quantity, identity and
transport damage. The subsequent inspection — sampling or full inspection depending on the agreed
inspection scope — assesses quality and specification compliance. Only on this basis does the formal
acceptance take place, usually with an acceptance protocol. Anyone who mixes these stages risks
defects being discovered late and claims being harder to enforce.

* Receipt: logistics reception, quantity and identity check
* Inspection: quality assurance check according to the agreed inspection scope
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« Acceptance: formal acknowledgement of contractual performance, ideally with a protocol

Legal classification

The consequences of a refused acceptance depend on the applicable contract and sales law as well as
any special provisions, for example for construction or work services. The specific arrangements should
always be governed contractually and reviewed legally on a case-by-case basis. It is important to note
that acceptance without reservation can weaken defect claims, which is why reservations should be
expressly recorded in the acceptance protocol.

Methods and approach for defining acceptance criteria

Good acceptance criteria are not created at the time of delivery but early in the procurement process.
They are derived from the requirement specification, standards and product-specific requirements and
coordinated with engineering, quality assurance and logistics. A sound requirements analysis provides
the foundation: anyone who knows the actual demand and operating conditions can agree verifiable
criteria instead of vague formulations.

Formulate SMART and make them verifiable

Each criterion should be specific, measurable, achievable, relevant and time-bound. Rather than “good
surface quality”, better: “Ra according to drawing tolerance, sampling according to the agreed inspection
plan”. Vague formulations regularly lead to interpretation problems in disputes. A criteria list with
inspection method, inspection frequency, measuring equipment and documentation requirements is
helpful.

» Link each criterion to an inspection method and measuring equipment
* Quantify tolerances and limit values rather than describing them
« Define responsibilities for inspection and decision-making, e.g. via procurement roles (RACI)

Integration into tender and contract

Acceptance criteria belong in the tender documents so that bidders can calculate their inspection effort.
Early and complete bidder information reduces queries, imprecise offers and later claims for additional
costs. In the contract, the criteria are linked to the acceptance procedure, deadlines, protocol obligations
and consequences of failure — such as remediation, return shipment or price reduction via an escalation
clause.

* Publish the criteria already in the enquiry
» Fix the acceptance procedure, deadlines and protocol formats contractually
« Define the consequences of failure (remediation, replacement delivery, rejection)

Special features for series parts and project deliverables

For series parts, acceptance criteria are often set in the context of the start of production (SOP): first
article inspection, capability evidence and run-at-rate inspections confirm that the process reliably
controls the required tolerances. For one-off or project deliverables, such as plant or tooling, function
tests, documentation and commissioning take centre stage. The criteria must match the type of service
— a uniform criteria catalogue for all types of procurement rarely works in practice.
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Key KPIs relating to acceptance criteria

Whether acceptance criteria are effective is reflected in metrics-based quality and delivery metrics. They
make supplier performance comparable, support supplier management and feed into supplier
evaluations and price negotiations.

Quality and process metrics

Key metrics are the first-pass or acceptance rate, the defect and complaint rate and the scrap rate at
incoming goods. The average duration of the acceptance process is also revealing: lengthy acceptance
processes block payment releases and tie up resources. The data basis is typically provided by
incoming goods and quality management, supplemented by targeted data analysis in procurement.

« Acceptance rate without reservation (first-pass acceptance)
« Complaint and return rate per supplier
* Average acceptance lead time from incoming goods to release

Linkage to delivery and planning metrics

Acceptance criteria do not operate in isolation: on-time delivery and quantity reliability determine
whether a delivery can be inspected at all, while forecast accuracy on the demand side creates planning
security for suppliers. Metrics should therefore be considered as part of the overall system, for example
within supplier relationship management and regular supplier evaluations.

Risks and controls for acceptance criteria

The greatest risks arise from unclear criteria, insufficient inspection capacity and documentation gaps.
Defective deliveries that only come to light in production or at the end customer cause not only direct
costs but also reputational risk in procurement vis-a-vis internal customers.

Typical sources of error

Criteria are often scattered across technical specifications, contradict one another or are missing
entirely — for example for customer-specific requirements that were only agreed verbally. Other pitfalls:
acceptance under time pressure without complete inspection, protocols without reservations despite
open items, and unclear responsibilities as to who legally bindingly declares acceptance.

« Contradictory or incomplete specifications
« Time pressure leading to abbreviated inspections
« Unclear decision-making authority for acceptance

Control mechanisms and contractual instruments

Effective controls are standardised inspection plans, multi-stage acceptances for critical parts and clear
release authority. For cross-national procurement, geopolitical risks and long transport routes can also
require additional inspection and documentation requirements, for example with agreed delivery terms
such as FAS, where the transfer of risk and thus the place of inspection differ from DDP deliveries.
Where the supplier retains title, it must also be borne in mind that special care in handling the goods is
required before full payment.

Anchoring acceptance criteria in the procurement process

Acceptance criteria only unfold their full effect when they are interlinked with upstream and downstream
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processes — from requirements analysis via supplier integration to complaints management.

Early anchoring: sourcing and supplier selection

Already in the sourcing pipeline, potential suppliers should demonstrate their ability to meet the required
acceptance criteria. Capability assessments, reference visits and process audits within supplier
management show whether the bidder masters the requirements before contracts are concluded. This
significantly relieves the later acceptance.

Operational implementation and feedback

In day-to-day operations, call-offs coordinate quantities and dates; changes to call-offs also require a
review of whether changed requirements give rise to new or adjusted acceptance criteria. If acceptance
fails, a defined process typically follows: defect notification, remediation, where appropriate return
shipment and offsetting of additional costs, for example for replacement procurement or inspection
effort. Findings are fed back into criteria maintenance and supplier development.

Current developments in acceptance criteria

Digitalisation, sustainability requirements and volatile supply chains are changing the practice of
acceptance. Criteria catalogues are becoming broader, inspection processes more data-driven.

Digitalisation and data-based acceptance

Digital inspection systems, automated measuring equipment and integrated quality systems enable
complete documentation and faster releases. Supplier-integrated quality assurance — for example
released inspection results taken directly from the supplier's process — reduces duplicate inspections at
incoming goods. The prerequisite is a minimum level of supplier integration and data interfaces.

Sustainability, compliance and extended criteria

Acceptance criteria are no longer limited to technology and deadlines: evidence requirements regarding
origin, conformity and sustainability are increasingly becoming part of the acceptance documentation.
The procurement mission statement and compliance requirements act as a framework here. At the
same time, pressure from volatile procurement markets and geopolitical risks is increasing, which is
making flexible criteria levels and tiered inspection concepts more important — from reduced inspection
intensity with proven suppliers to intensified controls for new or critical sources.

Typical metrics

Acceptance rate without reservation (first-pass acceptance): > 98%
typical benchmark for established series suppliers; new sources often fall below this

Complaint rate (ppm at incoming goods): <500 ppm
industry- and part-dependent; safety-critical parts require significantly stricter values

Average acceptance lead time: <5 working days
from incoming goods to release; shorter times ease the payment run and reduce stock levels

On-time arrival of inspection items at the agreed inspection date: > 95%
measures the reliability of the acceptance process on both sides
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Practical example

A medium-sized mechanical engineering company repeatedly received complaints about precision parts
from supplier production. Acceptance was unstructured, and defects were often only discovered during
assembly, leading to costly return shipments and delivery delays. The company therefore introduced a
standardised acceptance process.

 Criteria catalogue per component class with measurement characteristics, inspection plan and
documentation requirements

« Acceptance criteria published already in the tender, including inspection scope and protocol format

 First article inspection with capability evidence before series release, followed by tiered inspection
intensity based on supplier evaluation

* Monthly review of complaint and acceptance rates in supplier management for targeted supplier
development

Conclusion

Acceptance criteria are the central steering instrument for actually obtaining the agreed quality. They act
early — in tenders and contracts — and late, at formal acceptance and payment release. What matters
are measurable formulations, clear responsibilities and documented inspection results. Linked to metrics
and supplier evaluations, they become a tool for continuous improvement. Anyone who manages them
strategically sustainably reduces complaints, disputes and informal deviations.

Frequently asked questions

What are acceptance criteriain simple terms?

Acceptance criteria are the agreed conditions that a delivery or service must fulfil in order for the
customer to formally accept it. They include technical, quality, scheduling and documentation
requirements. Each criterion should be measurable and linked to a defined inspection method, so that
no room for interpretation remains in the event of a dispute.

What is the difference between acceptance and incoming goods inspection?

The incoming goods inspection is a quality assurance check of quantity, identity and specification.
Acceptance is the formal acknowledgement of contractual performance with legal consequences, ideally
recorded in a protocol. Acceptance typically triggers the payment release and serves as the reference
point for warranty matters.

Who defines acceptance criteria in procurement?

In practice, a cross-functional team is involved: Procurement moderates and fixes the criteria
contractually, engineering defines the specifications, quality assurance determines the inspection
methods, and logistics adds transport and packaging requirements. Responsibilities can be clearly
assigned using procurement roles (RACI).

What happens if a delivery does not meet the acceptance criteria?

The contract typically governs defect notification, remediation or replacement delivery and, in the case
of serious defects, the return of the entire batch and the offsetting of additional costs. It is important to
record reservations in the acceptance protocol. The specific claims depend on the contract and the
applicable law and should be reviewed on a case-by-case basis.
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What role do acceptance criteria play for series parts?

For series parts, they are typically supplemented by first article inspection and capability evidence in the
context of the start of production (SOP). After release, ongoing inspection follows the agreed inspection
plan, often with reduced intensity for stable processes. Changes to the product or process require new
releases before acceptance can take place as normal again.

Acceptance criteria and acceptance protocol — what should be included?

An acceptance protocol documents the criteria checked, inspection results, measuring equipment used,
open items and declared reservations, as well as the date and signatures of the parties involved. It
serves as evidence of contractual performance and as the basis for payment release and any later
disputes. Standardised formats make it easier to compare results across suppliers and components.
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