AMPLIFA PROCUREMENT GLOSSARY

Notice Period: Planning and Controlling
Contract Termination in Procurement

The notice period is the contractually agreed period between the termination of a contract and the
point at which it takes effect. In industrial procurement, it determines how long supplier
relationships, framework agreements and lease or maintenance agreements continue to bind
before the buyer can freely exploit alternatives. Anyone who does not know or overlooks these
deadlines may end up paying for services they no longer need for months, or losing valuable
switching options. Systematic monitoring of notice periods is therefore one of the fundamental
duties of professional contract management.

Key facts

* The notice period defines the period between the declaration of termination and the end of the
contract and is governed bindingly in the contract.

* In procurement, a distinction is made between extended framework agreements with termination and
renewal periods (evergreen clauses) and fixed-term contracts that simply expire.

« Typical notice periods for supply and maintenance contracts range in practice from three months to
one year; for critical supply agreements often longer.

» Missed notice periods frequently lead to automatic renewal for a further contract year.

» A contract calendar with reminder and escalation stages is the central control instrument.

« Particular care is required with restrictions on termination, minimum terms and closing payments, for
example in lease agreements for equipment.

Definition: Notice period

The notice period is the period that must lie between the ordinary termination of a contract and the point
at which it takes effect. It arises either from statutory provisions, from collective agreements or from the

individual agreement between the contracting parties. In B2B procurement, it is primarily an element of

contract architecture: it determines the earliest point at which a contract can end and by when the buyer
must act in order to bring about the end of the contract at the desired date.

Distinction from the contract term

Contract term and notice period are not the same thing. The term describes how long the contract is
valid in total if not terminated; the notice period specifies how much lead time a termination requires. In
framework agreements with automatic renewal (evergreen clause), the contract ends at the end of the
next term unless terminated in good time. In practice, missing the termination date by a few days can
sometimes result in a whole further year of contractual commitment.

Ordinary and extraordinary termination

In addition to ordinary termination at the end of the term, there is extraordinary termination, i.e.
termination without notice for cause, for example in the event of serious delivery delays, insolvency of
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the contracting party or quality violations. Its admissibility and the applicable deadlines are governed by
the contractual provisions and statutory requirements. Since the assessment can be legally challenging
in individual cases, buyers should always review terminations for cause with the legal department or
external counsel.

Methods and approach: managing deadlines in procurement

Effective deadline management begins already at contract negotiation and only ends with the clean
expiry or re-tendering of the contract. The core is a systematic process of recording, monitoring and
decision preparation that maps all contract-relevant dates centrally. It is complemented by clear
responsibilities and defined lead times ahead of the actual termination threshold.

Record deadlines systematically

Every concluded contract should be entered into a contract register or ERP system immediately after
signature — with term, notice period, termination threshold, renewal mechanism and responsible
department. Since master data quality determines the meaningfulness and reliability of the register, a
clear input mask and verification by a second person are recommended. The master data process
should define who maintains contract data, when and how.

Reminder and escalation process

Staggered reminders have proven effective, for example six months, three months and six weeks before
the end of the notice period. The first stage serves the functional review: Does the requesting
department still need the service, are volumes and conditions still market-appropriate, are there
alternatives? The final stage triggers a binding decision: terminate, renegotiate or renew. Without clear
escalation thresholds, reminders frequently languish in the inbox.

Optimising deadlines in contract negotiations

Later flexibility can already be secured at contract award: short notice periods, an initial term followed by
renewal options, termination rights upon change of ownership or loss of performance, and contractually
fixed termination confirmations. However, caution is required with critical suppliers — overly short periods
reduce the supplier's planning certainty and can put a strain on price or willingness to deliver. Here,
contractual flexibility must be weighed against supply chain resilience.

Key KPIs and metrics for deadline management

Notice periods can be managed in a measurable way. The relevant metrics show whether the company
actively shapes contract transitions or is caught out by automatic renewals. At the same time, they serve
as a control variable in reporting to management.

Contract portfolio metrics

Key metrics are the share of evergreen contracts in the total portfolio, the average remaining term and
the share of contracts ending or terminable within the coming twelve months. This view enables a
planned, multi-year sourcing strategy instead of reactive individual decisions. A high proportion of
automatically renewing contracts is a warning sign of hidden spend commitments that are often
undervalued in the spend taxonomy and budgeting.
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Process metrics

At process level, metrics such as the on-time termination rate, the average lead time between the
termination threshold and the decision, and the share of contracts with a documented re-tendering have
proven valuable. Anyone who systematically checks before every termination whether a Request for
Proposal (RFP) or electronic tendering would secure a better position will also identify savings potential
here. Metrics should be evaluated regularly — in practice usually quarterly.

Risks and controls: avoiding typical pitfalls

The risks surrounding notice periods are well known and can be largely controlled with manageable
checks. They range from unintended renewals and legal pitfalls to supply risks when changing suppliers.

Missed deadlines and carry costs

The most common error is a missed termination resulting in automatic renewal. This creates carry costs
for services that the business may no longer need at all, for example licences, maintenance agreements
or leased equipment. There is also the risk of contractual severance payments or closing payments,

especially in financing and leasing models. A regular portfolio review significantly minimises these risks.

Formal and legal pitfalls

Terminations often must be declared in writing, in text form or even notarially; some contracts require
termination to be served by the exact date with receipt by the contracting party. The correct contracting
party following corporate restructurings or assignments is also worth checking. Since civil law and
interpretive scope can be of considerable significance in individual cases, specific legal questions — for
example on the validity of an extraordinary termination — should always be examined individually; this
article does not constitute legal advice.

Supply risks when switching

Termination alone does not create security of supply. Before a framework agreement expires, transition
strategies must be in place: alternative sources qualified, remaining stock agreed, call-off orders
planned and interfaces such as EDI connections or delivery scheduling processes migrated. With single
sourcing or critical components, it is advisable to establish a dual source before issuing the termination.
Performance bonds and other securities should only be released once remaining obligations have been
fulfilled.

Current developments: digitalisation and supply chain resilience

Notice periods long led a shadow existence in the administrative filing tray — that has changed.
Digitalisation, increased market dynamism and heightened awareness of supply chain resilience have
made active deadline management a strategic topic. At the same time, legal and regulatory
requirements for contractual relationships are growing.

Automation and contract management software

Modern contract management systems record deadlines automatically, send reminders and make
contract data available company-wide. ERP systems today also frequently offer modules for contract
calendars. Regardless of the tool, data maintenance remains crucial: software cannot repair incorrect
entries. In addition, more and more companies are linking contract data with the master data process
and price and condition maintenance in order to use renewal dates simultaneously as negotiation
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windows.

Deadlines as a lever in sourcing strategy

Notice periods are also a strategic tool among the sourcing levers: those who know when contracts are
terminable can use market windows for renegotiations or cross-functional sourcing initiatives, question
minimum quantities or put work out to fresh tender via e-auctions. In supplier lifecycle management
(SLM), deadline dates also serve as natural review points for supplier evaluations. In a volatile
environment, short, flexible contract structures are increasingly coming into focus — albeit at a premium
in price and supply.

Sustainability and regulatory requirements

Termination rights are increasingly tied to sustainability criteria: violations of codes of conduct or
deterioration in the EcoVadis rating can trigger rights of early termination. Likewise, supply chain due
diligence laws and reporting obligations require documented, traceable contract governance. Buyers
should therefore check whether sustainability and compliance relevance are properly anchored in
termination clauses and escalation processes — if in doubt, with legal advice.

Typical metrics

Share of evergreen contracts: < 30 %
a low proportion of automatically renewing contracts is considered a healthy portfolio structure

On-time termination rate: > 95 %
share of deadline dates handled with a documented decision

Average remaining term: 12-24 months
typical value; shorter remaining terms increase short-term switching options

Lead time to termination threshold: >= 3 months
time between first review and expiry of the deadline; less is risky

Practical example

A mid-sized mechanical engineering company discovers during a portfolio analysis that a five-year-old
maintenance agreement for production equipment contains automatic annual renewal with a
three-month notice period. Over the previous two years, the contract had each time been tacitly
renewed, even though parts of the service were superfluous. The procurement function then sets up a
contract calendar with a three-stage reminder process and links it to the budgeting process.

« All contracts with an evergreen clause were recorded and reviewed within one quarter.

» Before the next termination threshold, demand was re-specified jointly with the engineering
department.

« Alternatively, a Request for Proposal (RFP) was conducted with three suppliers; renewal only took
place on improved terms.

« Remaining terms were integrated into the annual sourcing strategy and budget planning.

Conclusion

At first glance, notice periods appear to be a mere administrative figure, but in practice they are a
central lever for procurement flexibility and cost reduction. Those who record deadlines systematically,
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review them in good time and integrate them into decision processes avoid unnecessary renewals and
create room for negotiation. At the same time, well-negotiated deadline provisions protect against abrupt
supply gaps. The interplay of contractual design, digital deadline management and clear responsibility
determines success. Buyers are well advised not to leave notice periods to chance, but to treat them as
an integral part of their sourcing lifecycle.

Frequently asked questions

What does notice period mean in procurement?

The notice period is the contractually agreed lead time within which notice of termination must be given
before a contract ends. In procurement, it primarily affects framework supply agreements as well as
maintenance and lease agreements, which often renew automatically. It determines by when the buyer
must take action in order to end the contractual commitment or renegotiate.

What happens if the notice period is missed?

With contracts containing an automatic renewal clause, the contract is typically extended by a further
term, often one year. This can result in carry costs for services that are no longer needed and can block
switching options. A contract calendar with staggered reminders and clearly assigned responsibility
effectively guards against this.

What notice periods are common for supply contracts?

In practice, notice periods for supply and service contracts typically range from three months to one
year, often with initial terms of one to three years. For long-term investment or exclusivity agreements,
longer notice periods and minimum purchase quantities are also common. However, any such statement
applies only to the specific contract — the individual clause is always decisive.

Can a supply contract be terminated without notice?

Termination for cause, i.e. without notice, is possible where an important reason exists, such as serious
delivery delays, insolvency or major quality violations, provided this is covered contractually or by law.
The conditions must be assessed legally on a case-by-case basis. Buyers should therefore always
obtain legal backing before issuing a termination without notice.

What is the best way to organise deadline management in procurement?

A proven approach is a central contract register containing all terms, notice periods and threshold dates,
supplemented by automated reminders approximately six months and six weeks before the deadline
expires. Every reminder should have a defined decision-maker and a decision option: terminate,
renegotiate or renew. Ideally, the outcomes feed into sourcing strategy and budgeting.

Are long or short notice periods better for buyers?

Short notice periods offer flexibility and market power, but reduce the supplier's planning certainty and
can put a strain on prices or willingness to deliver. Long notice periods secure supply and open up
scope for discounts, but tie up the buyer. A sensible approach is to weigh these up depending on the
criticality of the goods and the availability of alternatives — critical items often require a deliberate
balance.
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