AMPLIFA PROCUREMENT GLOSSARY

Bonus agreement: systematically using
discounts and retroactive rebates in industrial
procurement

A bonus agreement is a contractual commitment under which a supplier grants the buyer a
retroactive or ongoing payment for defined purchase volumes or revenue. It differs from a simple
discount in that it is typically tied to volume-, time- or performance-related targets and is often
settled at the end of the year. In B2B procurement in the DACH industry, it is an established
instrument for exploring tiered volumes, increasing supplier loyalty and transparently crediting the
supplier's advisory services. For buyers, what matters above all is clean contractual and systemic
mapping — this determines whether the bonus actually materialises or gets lost in the detail of
day-to-day business.

Key facts

« A bonus agreement retrospectively pays for defined purchase volumes or target achievements,
typically as an annual bonus in the form of a credit note or cash settlement.

 Distinctions are drawn between volume bonus, revenue bonus, loyalty bonus, listening bonus
(advisory fee) and retrospective discount settlement.

« Bonus rates common in practice frequently range from low single-digit to low double-digit
percentages of annual revenue, depending on the industry and product group.

* Legally, a distinction must be made between true bonus agreements and untrue discounts
(retroactive rebates), which has tax consequences; the assessment should be examined on a
case-by-case basis.

» Without systematic recording in the procurement data model and without regular statement
reconciliation (AP), bonuses often remain unrealised or disputed.

* Bonus agreements belong in a framework agreement or in the terms and conditions and should be
clearly documented and agreed in a verifiable manner.

Definition: bonus agreement

A bonus agreement is a written agreement between supplier and buyer that provides for a payment-like
consideration for a specific purchase volume or defined behaviour. In the narrower sense, the payment
is made retrospectively, i.e. for revenue already generated, and is often settled at the end of a contract
period. This distinguishes it from discounts, which are granted directly on the invoice.

Types of bonus agreements

Several forms have become established in practice. The volume bonus rewards units purchased, the
revenue bonus the purchase volume achieved in euros. The loyalty bonus rewards the duration of the
business relationship irrespective of volume development. The so-called listening bonus compensates
the supplier for adapting to the buyer, for example through stockholding or customer-specific

Amplifa Marketplace - Procurement glossary amplifa-marketplace.com/en/glossary/bonusvereinbarung



developments. In addition, there are tiered bonuses based on volume thresholds reached, and target
bonuses linked to delivery performance, quality or joint projects.

* Volume bonus: payment for units purchased, often tiered by thresholds

* Revenue bonus: percentage rebate rate on the annual volume

* Loyalty bonus: incentive for long-term collaboration without strict volume commitments
 Listening bonus: crediting the supplier's advisory and adaptation services

True bonuses and untrue discounts

The distinction between a true bonus agreement and an untrue discount is relevant. In a true bonus
agreement, the supplier grants the payment out of its own funds; in the case of an untrue discount, in
particular a retroactive rebate, the supplier passes on a commission to the buyer for the latter's
brokerage or distribution activity. The classification has tax and VAT consequences, for example
regarding the taxable base. Buyers should therefore always have the contractual design reviewed legally
and for tax purposes on a case-by-case basis, and should not rely on standard wording in the terms and
conditions.

Distinguishing bonus from discount and early payment discount

Discounts are typically deducted directly at invoicing and can be cashed immediately. Early payment
discount is a price reduction for payment within a short period. The bonus, by contrast, usually only falls
due after the period has ended and requires a settlement by the supplier. This time lag is the main
reason why bonus agreements often fall by the wayside without disciplined financial control.

Contractual design and negotiation

The value of a bonus agreement is decided in the contract wording. Vague formulations regarding bonus
tiers, settlement dates and audit rights lead in practice to disputes and unrealised gains. Buyers should
therefore structure the agreement as a standalone contractual document or as a clearly referenced
annex to the framework agreement.

Essential contract content

A robust bonus agreement defines at least the contracting parties, the reference period, the assessment
basis (settled net revenue or quantity purchased), the tiers or target values, the settlement method and
date, the form of payment (credit note or bank transfer) as well as information and audit rights. In
addition, provision should be made for how recalls, cancelled orders and returns are handled. The
treatment of bonus claims in the event of early termination should also be included in the text, as this is
where most conflicts arise in practice.

» Define the assessment basis and settlement period unambiguously
* Agree audit rights and access to settlement documentation
+ Establish rules for returns, cancellations and early termination

Negotiation tactics and anchoring

Bonus negotiations should not be conducted in isolation from the overall package. Experienced buyers
use the bonus basis as an anchor to achieve a balanced overall outcome in combination with price tiers,
delivery terms and services. Before negotiations, a spend-related analysis is worthwhile, for example
using Automatic Spend Classification, to estimate the realistic annual volume and set realistic tiers. In
tenders, the bonus can be negotiated as part of the Best and Final Offer (BAFO) and compared directly
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with competing A-suppliers.

Integration into the framework agreement and terms and conditions

Bonus agreements belong consistently in the framework agreement or in separate agreements that
clearly reference the framework agreement. General terms and conditions alone are usually not
sufficient, as bonus details are too specific. Consistency with the other contractual documents is
important: deviations between the framework agreement, purchase orders and terms and conditions
lead to interpretation problems in the event of dispute. A documented price deviation workflow helps to
track price and bonus changes in a version-safe manner.

Operational implementation and system mapping

The greatest weakness of bonus agreements rarely lies in the contract but in operational
implementation. Revenue must be recorded correctly throughout the year, assigned to the right supplier
and the right agreement, and periodically reconciled with the supplier's settlement.

Data model and master data

In the procurement data model, every bonus agreement should be stored as a standalone object with
validity period, tiers, assessment basis and settlement rules. Purchase orders and invoices must
consistently reference this object via the supplier and material master data. Without a clean data model,
the forecast of the expected bonus remains an estimate. Coupling with the ABC/XYZ classification cycle
and demand notification allows continuous updating of the expected volume and thus of the expected
bonus.

Reconciliation and settlement control

Before accepting a bonus statement, a statement reconciliation (AP) is mandatory: the buyer compares
the revenue invoiced by the supplier with their own records. In practice, the two sides typically deviate by
a few percentage points, for example due to returns, credit notes, price changes or incorrect
assignments. Only with a systematic reconciliation can the actual bonus claim be reliably quantified. In
addition, an EDI-based invoice and order flow provides the necessary data foundation to detect
deviations automatically.

Forecasting and Capable to Promise

To actually achieve bonus tiers, procurement must continuously compare expected volumes with the
contractual thresholds. Metrics such as Capable to Promise (CTP) help to assess at short notice
whether an additional order still fits into the current bonus period and whether a tier threshold is
attainable. Buyers can thus deliberately bundle volumes or place orders in the appropriate period
without this appearing as manipulation of the business relationship. Transparent communication with the
supplier about the current status is the better route here than covert timing.

Key KPIs for managing bonus agreements

Bonus agreements can only be managed if their effect is measurable. The following metrics have proven
their worth in practice and should be reviewed regularly by procurement and controlling.

Realisation rate and deviation rate
The realisation rate sets the bonus actually received in relation to the contractually possible bonus.
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Values below 100 per cent indicate settlement gaps, deviations in revenue recording or missed tier
thresholds. The settlement deviation between the supplier's statement and the buyer's own records
should be kept low in practice; values above roughly two to three per cent indicate systematic problems
in the data foundation.

Bonus share of purchase volume

This metric sets the bonus payment received in relation to the supplier's purchase volume, making
bonus agreements comparable between suppliers. It is also suitable for tracking the effectiveness of
bonuses over several years. For an A-supplier with high volume, a significantly lower bonus share than
with comparable suppliers is a negotiating signal.

Tier attainment and forecast quality

How many of the agreed tier thresholds were reached? How early in the year was a reliable forecast
possible? Tier attainment and forecast quality answer these questions. If the demand notification
delivers reliable values, tier attainment can be secured much earlier in the year and, if necessary,
steered through bundled purchase orders.

» Realisation rate: bonus received as a ratio of the contractually possible bonus

» Settlement deviation: difference between the supplier's statement and the buyer's own records
» Bonus share of volume: bonus as a percentage of annual revenue per supplier

- Tier attainment: share of thresholds reached within the settlement period

Risks and controls

Bonus agreements carry legal, tax and operational risks. These can be managed with clear control
mechanisms that should be embedded in the standard procurement processes.

Compliance and confidentiality

Bonus agreements touch on sensitive price and volume information. A robust confidentiality
arrangement protects both parties against unauthorised disclosure of settlement data, tiers or terms. At
the same time, caution is required if bonus agreements are concluded in close exchange with
competitors or in the context of competition law violations; price and agreements with anti-competitive
effect are impermissible. Buyers should integrate the compliance check into the standard contract
initiation process and seek legal advice where in doubt.

Tax treatment and documentation

The tax treatment of bonuses, in particular the question of whether it is a true bonus agreement or a
retroactive rebate relevant for VAT, is not trivial and depends on the individual case. Late or incorrect
posting can lead to corrections. Buyers should agree with their finance department how bonuses are
posted — as a reduction of revenue, as income or as an adjustment of the purchase price — and
document this consistently. The classification must be examined on a case-by-case basis.

Operational controls

Effective controls are simple and proven: quarterly plan-actual reconciliations between the buyer's own
records and the supplier's information, a clear notification obligation where tier targets are likely to be
missed, and an annual cross-portfolio review of all bonus agreements. In addition, a documented price
deviation workflow is recommended so that changes to tiers or the assessment basis do not go
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unnoticed. Without such controls, bonus agreements languish in the cupboard and are only
rediscovered at the annual audit.

Current developments and outlook

Bonus agreements are changing with the digitalisation of procurement and with growing demands for
sustainability and resilience. Simple volume bonuses are increasingly receding into the background,
while multidimensional agreements are gaining in importance.

Multidimensional bonus models

Modern bonus agreements combine volume with performance criteria: delivery reliability, quality, digital
connectivity via EDI, manner of communication and joint development projects. In the context of
co-development, development progress and technology contributions can be recognised in bonus
models without the supplier bearing the investment risk alone. Sustainability criteria, such as
compliance with EUDR in procurement for relevant raw materials, are also increasingly discussed as
bonus criteria; the legal design here is still evolving.

Automation and data foundation

Digital procurement platforms and automated spend analyses make it easier to monitor bonus
agreements on an ongoing basis. Automatic Spend Classification automatically assigns expenditure to
product groups and suppliers, thereby providing the basis for ongoing bonus forecasts. Advances in
data quality shift the boundary between estimated and certain bonus claims significantly towards
certainty. Those who clean up their data foundation can negotiate bonus agreements more dynamically
in future and respond more quickly to volume changes.

Resilience and dual sourcing

In times of heightened attention to supply chain security, the question arises of how bonus agreements
can be reconciled with dual sourcing. Exclusive loyalty bonuses can be problematic for strategic parts
because they reward a focus on a single supplier. Practical solutions are tiered models that distribute
volume across several qualified suppliers while still providing incentives for high delivery reliability.
Outsourcing analysis helps decide which parts should even be included in bonus agreements and which
are better procured internally or from multiple sources.

Typical metrics

Bonus realisation rate: > 95%
Bonus received as a ratio of the contractually possible bonus

Settlement deviation: < 2—-3%
Difference between the supplier's statement and the buyer's own records

Bonus share of purchase volume: 1-5% (typical)
Rule of thumb, strongly dependent on industry and product

Tier attainment: > 90%
Share of thresholds reached per settlement period

Practical example
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A medium-sized mechanical engineering company with around 60 active suppliers agreed a tiered
annual revenue bonus of three to six per cent with its A-supplier for hydraulic components. In the first
settlement round, the supplier presented a volume roughly seven per cent higher than the company's
own records showed. The causes were incorrect assignments in the master data, uncoordinated price
changes and a lack of returns reconciliation. After introducing a quarterly reconciliation and a clear rule
for handling returns, the deviation stabilised below two per cent, and the bonus realisation rate rose in
practice to almost the contractually possible value.

« Bonus agreement as a standalone annex to the framework agreement with unambiguous tiers and
settlement rules

* Introduction of a quarterly statement reconciliation (AP) between the buyer's own records and the
supplier's statement

 Integration of demand notification and Automatic Spend Classification for ongoing bonus forecasts
* Documented price deviation workflow for all changes to terms and tiers

Conclusion

Bonus agreements are a proven instrument for translating purchase volume into measurable financial
benefits. However, their value depends less on the negotiated amount than on clean contractual design
and operational discipline in recording, reconciliation and settlement. Buyers who systematically anchor
bonuses in the framework agreement, map them in the data model and review them regularly realise
significantly higher amounts in practice than those who rely on the supplier's annual settlement. In
addition, multidimensional models that combine volume with performance, quality and sustainability are
gaining in importance. Those who understand bonus agreements as an integral part of the supplier
strategy, rather than treating them as an isolated terms point, achieve sustainably better results.

Frequently asked questions

What is a bonus agreement in procurement?

A bonus agreement is a contractual commitment by the supplier to grant the buyer a retroactive
payment for defined purchase volumes or target achievements. It is typically settled at the end of a
contract period, often at year end, by credit note or bank transfer. Unlike a discount, the payment is not
made directly on the invoice but retrospectively.

What is the difference between a bonus and a discount?

A discount is granted directly on the invoice and can be cashed immediately. A bonus is only paid
retrospectively after defined volume or target thresholds have been reached and requires a separate
settlement. For tax purposes, a further distinction must be made between a true bonus agreement and
an untrue discount (retroactive rebate), which should be examined on a case-by-case basis.

What types of bonus agreements are there?

Typical forms include volume bonus, revenue bonus, loyalty bonus, listening bonus and tiered or
target-based models, for example linked to delivery or quality metrics. In practice, hybrid forms also
occur that combine volume with service and sustainability criteria. The choice depends on the product
group, supplier strategy and negotiating power.

How is a bonus agreement settled?
At the end of the settlement period, the supplier prepares a statement of the volumes achieved and the
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resulting payment. The buyer should verify this statement before acceptance by means of a statement
reconciliation (AP) against their own records, as discrepancies typically arise from returns, cancellations
or price changes. Only after a successful reconciliation should the credit note be accepted or the
balance requested.

How high is a typical bonus in B2B procurement?

In practice, bonus rates typically range from low single-digit to low double-digit percentages of annual
revenue, depending on the industry, product group and volume. What is more meaningful is not the
absolute rate but the bonus share of purchase volume compared with similar suppliers. As a rule of
thumb, the figure is highly context-dependent and should not be assessed in isolation.

What are the risks of a bonus agreement?

Common risks include bonuses not realised due to inadequate recording, disputes over the settlement
in the event of returns or early termination, and incorrect tax treatment where the distinction from
retroactive rebates is unclear. In addition, an exclusive bonus commitment can increase dependence on
a single supplier and make dual sourcing more difficult. Clear contracts, regular reconciliations and
documented controls significantly reduce these risks.
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