AMPLIFA PROCUREMENT GLOSSARY

Tooling Deposit: Protecting Tool Investments
In the Supply Contract

A tooling deposit is a financial security that a commissioning party provides to a toolmaker or
supplier for tools it has financed, or conversely demands from the supplier for the secure handling
of these tools. It secures the ownership and availability of injection moulding, die casting or
stamping tools, which often account for a significant share of replacement investments. In B2B
procurement, the tooling deposit is one of the classic contractual instruments for safeguarding tool
transfer and tool usage rights.

Key facts

« Atooling deposit is a contractually agreed security that must be repaid at the end of the contract or
upon fulfilment of agreed conditions.

« Typical forms are cash deposits, guarantees, sureties or the pledging of tools and tool value rights.

 In practice, the deposit often amounts to 10 to 30 per cent of the tool value, depending on contract
risk and creditworthiness.

« Legal details such as interest, repayment deadlines and liens should always be examined
contractually and on a case-by-case basis.

* Tooling deposits are closely related to tool transfer, tool usage rights and retention of title
arrangements.

» Clear documentation of the tool inventory and condition is a prerequisite for repayment without
dispute.

Definition: tooling deposit

The tooling deposit is a security that safeguards the financial interests of both contracting parties in
tool-intensive manufacturing relationships. It can be structured as a cash deposit, a bank guarantee or a
contractually agreed value retention of tools. Unlike a customary rental deposit, it usually relates not to
the period of use but to the investment and ownership situation surrounding expensive production tools.

Distinction from tool rental

With tool rental, the commissioning party pays continuously for the use of a tool that remains the
property of the supplier. A tooling deposit, by contrast, applies when the tool is financed by the
commissioning party but used at the supplier, or when the supplier provides its own tools for exclusive
orders and demands a security for this. In both cases, the issue is not a fee for use but the safeguarding
of capital commitment and possession arrangements.

Typical use cases

Frequently affected are plastics injection moulding, die casting, stamping and forming technology as
well as casting processes. In practice, individual tools can quickly cost six-figure sums. With the deposit,
the buyer secures access to their tools at the end of the contract or in the event of supply failure, or
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reimbursement of the current value. Conversely, the supplier uses it to protect itself against unused,
customer-specific tools if an order is terminated prematurely.

Contract design: forms and clauses of the tooling deposit

The effective structuring of a tooling deposit depends less on the amount than on clear clauses on
ownership, safekeeping, return and repayment. Buyers should record these provisions in the contract
repository so that they are accessible in the event of a supplier change or audit. It is important to assign
each tool unambiguously to the commissioning party through clear identification and a tool passport.

Overview of security forms

Common forms are cash deposits in a blocked account, an on-demand guarantee from a bank, a letter
of guarantee or an agreement that the tool value will be determined by an independent expert
assessment in the event of a dispute. For small amounts, the cash deposit is customary; for high sums,
guarantees predominate because they preserve the supplier's liquidity. Depending on legal form and
creditworthiness, insurers or surety associations may also be involved.

Core clauses

The minimum content is: the amount of the deposit, the due date for repayment, the conditions for return
of the tool including a condition report, the treatment of repairs and wear, interest or waiver of interest,
and provisions in the event of the supplier's insolvency. Buyers should additionally clarify whether the
tool can be separated in the event of insolvency or forms part of the insolvency estate. These points
determine the actual economic protection in the event of a dispute.

Integration into the quotation and award process

Deposit issues should be addressed early in the two-envelope bid or in the tender, not only at contract
drafting. This allows offers from different suppliers on the supplier longlist to be evaluated comparably,
without later negotiation pressure diluting the conditions. Tool values and notional depreciation also
belong in the cost comparison calculation, not only in separate contract annexes.

Tool key figures and valuation in procurement controlling

For a robust decision on the amount and form of the deposit, the buyer needs reliable data on the tool
value. This includes acquisition costs, calculated depreciation, the expected number of units until wear
and potential secondary use. These data belong consistently in the material master or in a tool register
with clean material master attribute maintenance, so that they remain available across supplier
changes.

Key figures for tool management

Common key figures are tool costs per 1,000 units, depreciation rate, tool utilisation rate, average
service life until maintenance and the proportion of unused or orphaned tools in the supplier network.
The latter is particularly relevant: in practice, considerable values lie in tools whose associated part has
long since been phased out of the delivery schedule. Tool inventory and regular value adjustment are
therefore part of routine practice.

KPIs in the context of supplier evaluation
Tool-related key figures should be incorporated into the supplier score, for example the quality of tool
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documentation, condition upon return, compliance with maintenance intervals or response time to tool
problems. This turns the deposit not only into a safeguard but also into a steering instrument in supplier
management. A smooth series release process and stable tool quality are direct indicators here.

Cost logic and pricing

Tool costs are often a separate line item in the quotation calculation, alongside material, manufacturing
and alloy surcharge. Buyers should ensure that tool depreciation is not calculated twice, for example as
amortisation in the purchase price agreement and additionally as a surcharge in the unit price. The
chosen deposit should be evaluated in a consistent total cost model with unit prices, tool value and
term.

Risks and controls surrounding the tooling deposit

The greatest risk is not the amount of the deposit but the loss of the tool through insolvency, refusal to
surrender or unclear ownership. This calls for structured controls that can be assessed in a risk
heatmap. Tools with high value, long replacement lead time or low supplier alternatives belong on the
risk side of the matrix.

Surrender issues in the event of a supplier change

When an order is moved to a new supplier, the surrender of the tools is often the real bottleneck, not the
contract. Clear contractual provisions on return, a documented condition report and unambiguous
identification of the tool as the property of the commissioning party significantly reduce the potential for
dispute. A joint stocktake before contract termination has proven effective in practice.

Insolvency and default scenarios

In the event of insolvency of the tool user, a right of separation in favour of the owner may apply,
although this must be clearly agreed and evidenced. Buyers should therefore keep proof of ownership,
tool lists and cost receipts consistently on file, ideally in the contract repository. A broad supply base
optimisation foundation reduces dependence on individual tool owners and mitigates overall default risk.

Incoming goods and tool condition

For every tool transfer between suppliers, a tool passport with condition photographs, shot counter and
maintenance history should travel with it. The incoming goods inspection plan can provide for extended
inspection when the tool is newly taken on by a second supplier before the series release is granted.
This allows quality problems after a change of location to be identified early and the deposit value to be
realistically assessed.

Current developments and the digitalisation of tool protection

The administration of tools and deposits is becoming increasingly digitalised. Tool registers, digital tool
passports and automated contract management significantly reduce manual effort. For buyers, this
means: tool data are no longer a secondary issue but part of an integrated procurement and risk data
management system.

Digital tool register

Increasingly, tool master data, shot counts, maintenance histories and proof of ownership are
maintained in central systems or a data lake. This allows evaluations across all suppliers, such as the
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identification of orphaned tools or the planning of tool investments along a commodity group roadmap.
Standardisation of tool data fields is the prerequisite for reliable analyses here.

Deposits in the context of supplier rating and award

Deposit issues are moving more strongly into early supplier management. In the supplier longlist and in
the evaluation of tool suppliers, financial ratios, creditworthiness and the ability to manage tool assets
properly play a greater role than a few years ago. Sustainability and compliance topics such as an
EcoVadis rating or an established whistleblowing system are also increasingly examined with
tool-intensive suppliers.

Process integration and approvals

In modern P2P processes, the approval of tool investments or deposit payments can be handled via
mobile approval (P2P). This shortens cycle times and creates audit security. The link to invoice
verification is becoming closer because invoice positions for tools and deposits must be clearly
allocated. Ultimately, the point is to treat tooling deposits not as an isolated contract component but as
part of overall supply and investment management.

Practical implementation in the procurement process

For day-to-day work, the topic of tooling deposits means above all: clarify early, document cleanly and
review regularly. A patchwork approach over years and many tools almost inevitably leads to disputes,
orphaned assets or unsecured defaults. A standardised standard tooling contract and a uniform tool
register significantly defuse the problem.

Standardised standard tooling contract

A company-wide standard tooling contract with predefined deposit rules saves negotiation effort and

ensures equal treatment. It should cover key points such as amount, form of security, return, interest,
insolvency scenarios and condition reports. Exceptions to the norm are possible but should be made
deliberately and documented.

Responsibilities and reviews

Tool issues affect procurement controlling, quality, logistics and finance. A clear allocation of roles, for
example procurement as owner of the tooling contract and finance as owner of deposit accounting,
prevents gaps. A semi-annual or annual review of the tool registers and deposit balances is good
practice, as is reconciliation with the delivery schedule and the respective series status.

Typical metrics

Deposit ratio relative to tool value: typically 10-30 %
depending on creditworthiness, order volume and contract risk

Proportion of documented tools in the register: > 95 %
Proportion of tools with complete proof of ownership and condition

Average deposit repayment period: often < 30 days after contract end
practical benchmark; to be fixed contractually

Proportion of orphaned tools: <5 %
Tools without an active associated position in the delivery schedule
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Practical example

A medium-sized mechanical engineering company with around 300 active injection moulding and
stamping tools at various suppliers discovered during a supplier change that several high-value tools
remained with the previous supplier without clear proof of ownership and without a condition report. The
negotiations over return and compensation dragged on for months. As a result, the procurement
function introduced a uniform tool register, a standard tooling contract with a clear deposit clause and a
standardised return procedure with condition documentation.

 Introduction of a digital tool register with proof of ownership, shot counter and maintenance history
» Standardisation of deposit clauses in a standard tooling contract including repayment terms

* Anchoring tool-related criteria in the supplier score and in the incoming goods inspection plan

» Annual review of the tool inventory and deposit balances together with Finance

Conclusion

In the procurement context, the tooling deposit is far more than a formality. It safeguards high-value
assets that in many industries enable a substantial share of value creation. What matters is less the
amount than the clarity of the contractual provisions, clean tool documentation and consistent
integration into procurement, quality and finance processes. Those who manage tooling deposits early,
in a standardised way and with digital support reduce the potential for disputes and create negotiating
certainty. Buyers are well advised not to leave this issue to individual cases but to anchor it in their
processes.

Frequently asked questions

What is a tooling deposit?

A tooling deposit is a contractually agreed security provided in connection with production tools, for
example in injection moulding, die casting or stamping technology. It secures ownership rights, rights of
surrender or compensation and is repaid at the end of the contract or upon fulfiiment of agreed
conditions. Common forms are cash deposits, guarantees or sureties.

How high is a typical tooling deposit?

In practice, the deposit often amounts to between 10 and 30 per cent of the tool value, depending on
creditworthiness, order volume and contract risk. For very high tool values, a bank guarantee is often
agreed instead of a cash deposit in order to preserve liquidity. The specific amount should be negotiated
individually and recorded in the contract.

When is a tooling deposit repaid?

Common triggers are the end of the contract, achievement of an agreed quantity, amortisation of the
tool value through unit prices, or termination within the notice period. It is important to have a
contractual provision on return, condition assessment and deadlines. Without clear clauses, delays or
loss of value threaten in the event of a dispute.

What happens to the tooling deposit if the supplier becomes insolvent?

What is decisive is whether the tool is clearly documented as the property of the commissioning party
and whether a right of separation has been agreed. Only then can it be removed from the insolvency
estate. Buyers should therefore keep tool lists, purchase receipts and contractual ownership provisions
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consistently on file and have them legally reviewed on a case-by-case basis.

Tooling deposit or tool rental —what is the difference?

With tool rental, the commissioning party pays continuously for the use of a third-party tool. A tooling
deposit, by contrast, is a one-off security with a protective character that flows back upon fulfilment of
the contract. Both arrangements can complement each other, but they have different legal and
commercial implications.

Which clauses belong in a tooling contract with a deposit?

Key points are the amount and form of the security, repayment conditions, condition assessment upon
return, interest, maintenance obligations and conduct in the event of insolvency. Also sensible:
unambiguous tool identification, documentation obligations and provisions on surrender in the event of a
supplier change. A standard tooling contract harmonises these points across all suppliers.
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