
Introduction to Contract Management

Key concepts, stages, best practices, and tools

1. What Is Contract Management?

Aspect Description

Definition

The systematic process of creating, executing, monitoring, and renewing or

terminating contracts to maximize operational and financial performance while

minimizing risk.

Goal
Ensure all parties fulfill their obligations, protect organizational interests, and derive

the intended value from agreements.

Scope
Covers all contract types (sales, procurement, service, partnership, licensing,

employment, etc.) across the contract lifecycle.

2. The Contract Lifecycle (CLM) – Six Core Phases

1. Planning & Request

Identify business need.

Define objectives, scope, budget, and risk tolerance.

Draft a Request for Proposal (RFP) or internal brief.

2. Creation & Drafting

Use standardized templates & clause libraries.

Involve legal, finance, and subject?matter experts.

Capture key terms: parties, deliverables, timelines, payment, warranties,

confidentiality, termination, dispute resolution.

3. Negotiation

Conduct collaborative or adversarial talks.

Track changes with version control.

Document concessions, approvals, and sign?off authority.
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4. Approval & Execution

Route for internal approvals (legal, finance, compliance).

Obtain signatures (wet ink or electronic).

Store the executed contract in a centralized repository.

5. Performance & Compliance Monitoring

Track milestones, deliverables, and payment schedules.

Use KPIs (e.g., on?time delivery %, invoice accuracy).

Manage amendments, extensions, and issue notices (e.g., breach, cure).

6. Renewal, Expiration, or Termination

Review performance and strategic relevance.

Decide to renew, renegotiate, or let expire.

Conduct close?out activities: final payments, return of assets, post?mortem analysis.

3. Key Roles & Responsibilities

Role Primary Responsibilities

Contract Owner / Business

Lead
Initiates contract, defines requirements, monitors performance.

Contract Manager
Oversees CLM processes, maintains repository, ensures

compliance, reports risks.

Legal Counsel
Drafts/ reviews clauses, advises on risk, ensures regulatory

compliance.

Finance / Procurement Approves pricing, payment terms, budget alignment, cost analysis.

Compliance / Risk Officer
Verifies adherence to internal policies, external regulations, and

risk thresholds.

Stakeholder Approvers Provide sign?off according to delegation of authority matrix.

4. Essential Contract Elements

Element What to Include
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Parties Full legal names, addresses, authorized signatories.

Scope of Work (SOW)
Detailed description of goods/services, specifications,

deliverables.

Term & Renewal Effective date, duration, renewal options, notice periods.

Payment Terms Currency, price, invoicing schedule, penalties for late payment.

Performance Metrics
Service Level Agreements (SLAs), Key Performance Indicators

(KPIs).

Confidentiality & Data

Protection
NDAs, GDPR/CCPA clauses, data handling obligations.

Intellectual Property (IP) Ownership, licensing, use rights, background IP.

Liability & Indemnity Limits of liability, indemnification
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