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Change of Control: Change of
ownership at a supplier and its
consequences for procurement

Change of Control refers to a change in the controlling influence over a company, for example
through the sale of shares, a merger or a restructuring. For buyers, this event is critical
because supply contracts, price commitments, technology rights and supply chains may be
affected. Those who recognise a supplier's change of ownership early and secure it
contractually avoid default risks, price adjustments and legal disputes. The term is therefore
part of the standard repertoire of every strategic buyer and every risk register.
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Key facts at a glance

01 Change of Control means any event that transfers control of a company to a new
ownership or management structure.

02 Supply contracts frequently contain change-of-control clauses governing notification
obligations, termination rights or consent requirements.

03 An undetected change of ownership can trigger price increases, quality deterioration,
capital shortages or even supply failures.

04 In practice, buyers review the ownership structure of critical suppliers in every strategy
and award process.

05 Typical responses are an updated risk mitigation plan, intensified supplier evaluation
and, where appropriate, a second source.

06 Legal consequences — such as antitrust, licensing or contract issues — should always
be professionally reviewed on a case-by-case basis.

| Definition: Change of Control

Change of Control describes the transfer of control over a company to a new person or organisation.
What matters is not the formal trigger but the outcome: who will determine the supplier's strategic and
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financial direction in future?

Legal and de facto control

Control does not arise solely through majority shareholdings. Voting agreements, veto or
co-determination rights, debt clauses in highly leveraged acquisitions or the appointment of key
leadership positions can also constitute a de facto change of control. Contracts therefore usually define
precisely which events qualify as a change of control — for example, the sale of more than 50 per cent
of the shares or a merger with a third party. These definitions vary considerably and must be
deliberately shaped at contract conclusion.

Distinction from other events

Not every change at a supplier is a change of control. A purely operational event such as an
Engineering Change Notice (ECN) affects the product, not the ownership structure. Likewise, a
management change alone does not necessarily lead to a change of control if the ownership structure
remains unchanged. The term must also be distinguished from outsourcing, where tasks are
transferred to third parties without control over the supplier itself changing.

| Triggers and forms of a change of control

In practice, there are several typical patterns that lead to a change of control. Buyers should know
these in order to interpret early warning signs correctly.

Sale, merger and acquisition

The most common case is the sale to a strategic buyer or a financial investor. In a merger, two
companies combine; in an acquisition, a buyer obtains control over shares or assets. Prices and terms
policy frequently change afterwards because the new owner wants to realise synergies or repay debt.
Classic consequences are demands for price concessions from the supplier's own customers or price
deviations from purchase orders in ongoing framework agreements.

Restructuring and insolvency proximity

Restructurings, the entry of new shareholders, spin-offs or the sale of individual plants can also shift
control. Situations close to insolvency are particularly critical: here, supply interruptions, payment
defaults and the loss of tooling or technology access threaten. In addition to financial indicators, supply
KPls such as on-time delivery and Quality (PPM) should therefore be included in ongoing monitoring,
as they make quality and supply risks visible early.

Regulatory influences

Acquisitions may require regulatory approval, for example due to antitrust or investment protection
reviews. Moreover, the new owner may come from other countries, which affects export control and
compliance requirements. A change of corporate affiliation may also alter customs status, proofs of
origin or certification-relevant topics such as RoHS for electronic components.
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| Contractual protection and procurement strategy

The most effective protection against the negative consequences of a change of control is created at
contract conclusion. Buyers should treat change-of-control clauses as a standard element of strategic
contracts.

Typical clause content

Proven provisions include a notification obligation on the supplier before a control-changing
transaction, consent or termination rights of the customer, as well as the fixing of prices, terms and tool
ownership. Minimum order quantities or exclusivities should also remain verifiable in the event of a
change of control. How strongly the rights are drafted depends on the negotiating position; an
escalation clause additionally governs how future conflicts are escalated.

Due diligence before award

As early as supplier selection — for example in the context of a Supplier Award or an Al-supported
enquiry — suitability criteria should include ownership structure, financial strength and strategic stability.
Public registers, annual financial statements and mandate information provide initial indications.
Anyone who awards business to a supplier shortly before a sale may be paying different prices within a
few months or losing agreed capacities.

Strategic protection

For A-parts and single sources, a risk mitigation plan is mandatory: dual sourcing, defined safety stock
and a documented emergency process. A stock depletion analysis helps identify critical items whose
failure would stop production. How far the protection goes is decided by a critical assessment in each
individual case — not every component justifies a second qualification.

| Key KPIs and monitoring

Changes of control are rarely announced in writing. KPIs help detect structural changes at a supplier
earlier.

Supply and quality KPIs

Declining on-time delivery, rising complaint rates or growing deviations in Quality (PPM) are frequently
early indicators of internal upheaval. The supplier's payment term adherence towards its own upstream
suppliers can also indicate liquidity pressure. These values should be regularly reviewed as
target-actual comparisons within the supplier evaluation system.

Financial and structural signals

Deteriorating financial ratios, sudden management changes, one-off effects in the supplier's
procurement budget or staff shortages at the plant are warning signs. In addition, market observation,
commercial register extracts and direct conversations — for example at the annual Supplier Day —
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provide valuable insights into planned transactions.

Price and terms monitoring

After a change of control, the risk of price changes increases. A systematic price target-actual
comparison and the review of every price deviation from the purchase order prevent new terms from
creeping unnoticed into ongoing orders. Changes to unit and currency master data should also be
monitored, as new owners sometimes change billing units or currency clauses.

| Risks and controls in practice

Left unaddressed, a change of control can jeopardise the entire supply. Controls must therefore be
anchored organisationally.

Risk identification in the risk register

Every supplier of strategic relevance should be recorded in the risk register with its ownership structure
and an assessment date. For known or suspected transactions, the entry is updated and the risk score
reassessed. This discipline prevents information from purchase markets or press reports from being
lost as isolated knowledge.

Immediate operational measures

Once a change of control becomes known, a structured sequence has proven effective: stocktake of
open orders and urgent orders, review of tooling and sample rights, clarification of contract continuation
as well as discussions at managing-director level. If there is uncertainty about future security of supply,
short-term Capable to Promise (CTP) queries with the supplier and alternative sources can provide
clarity on available capacities.

Logistical and process robustness

Procurement logistics should also be considered: if shipping structures change, it must be checked
whether agreed Incoterms FCA still apply or whether sea freight cost components and routes are
influenced by new corporate structures. An established milk run may become obsolete due to new plant
allocations. Planning such adjustments early prevents costly transition problems.

| Current developments and outlook

Transaction activity, geopolitical tensions and regulatory requirements are increasing the dynamics of
ownership changes — and thus the demands on procurement.

Greater transparency through digital tools

Compliance and risk platforms today provide much faster visibility of ownership changes than years
ago. Systematic supplier master data maintenance, automated register comparisons and rating feeds
make change-of-control events more visible. However, a clean data basis and clear responsibilities in
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procurement remain a prerequisite.

Resilience as a management task

Companies increasingly regard supply chain resilience as a strategic topic. Rollout management during
supplier changes is being organised more professionally, and the qualification of new sources runs in
parallel rather than sequentially. The most efficient approach depends on practice; what matters is that
contingency plans exist before they are needed.

Legal framework in flux

Investment screening, sanctions regimes and reporting obligations along the supply chain are gaining
in importance. In cross-border acquisitions, a supplier's export control status may change. Such
questions are highly case-dependent and should be reviewed legally; this article does not constitute
legal advice.

| Typical metrics

Metric Typical value

Supplier on-time delivery typically > 95 %
A decline after a transaction announcement is an early warning signal

Quality (PPM) industry-dependent, often < 100 PPM
Rising values indicate internal upheaval at the supplier

Payment Term Adherence frequently > 95 % on-time payments
Delays may indicate liquidity pressure in the course of a change of
control

Price deviation from purchase Target: close to 0 %

order After a change of control, systematically check whether new prices

are being applied without justification

| Practical example

A medium-sized mechanical engineering company sources a critical cast component from a
single-source supplier. The supplier is sold by the family owner to an investment company. Within a few
months, the supplier raises prices by double-digit percentages, on-time delivery declines noticeably
and existing framework prices are terminated. The buyer activates the prepared contingency plan and
stabilises supply.

e Contract review: review of the change-of-control clause and exercising the termination right for the
framework agreement

e Dual strategy: qualification of a second source in parallel with ongoing supply, supported by a stock
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depletion analysis of critical items

e Capacity assurance: Capable to Promise (CTP) query with the supplier to verify available quantities
for the coming months

e Monitoring: inclusion of the supplier in the risk register with tightened criteria and a monthly
target-actual comparison of price, quality and on-time delivery

| Conclusion

Change of Control is not merely a peripheral legal topic but a central procurement risk with direct
impacts on prices, quality and security of supply. Buyers are well advised to actively monitor the
ownership structures of critical suppliers and to use contractual instruments consistently. Combined
with a functioning risk register and clear KPIs, transactions can be identified and managed early. The
consistent protection of single sources through second sources and contingency plans is not a luxury
but an economic calculation. Whoever learns of a supplier's change of control only from a price
increase has already lost value.

| Frequently asked questions

? What does Change of Control mean in simple terms?

Change of Control refers to a change in control of a company, for example through the sale of a
majority of shares, a merger or a restructuring. For customers, this means that contracts, prices and
commitments must be reassessed. The new owner may fundamentally change the supplier's
strategy, pricing and priorities.

7 What are the consequences of a Change of Control for supply contracts?

Pricing and terms policy, minimum order quantities or agreed capacities frequently change. Supply
contracts therefore contain change-of-control clauses with notification obligations, termination rights
or consent rights. Without such clauses, the contract will in principle continue, but the customer's
negotiating position may become significantly weaker. The specific legal position depends on the
individual case and should be reviewed.

? How can procurement detect an imminent change of ownership at a supplier?

Early indicators include management changes, altered payment behaviour, declining on-time
delivery performance, increasing complaints, as well as press and register announcements. Direct
conversations at the Supplier Day or during business trips also provide hints. Those who assess
suppliers systematically and record them in the risk register recognise patterns much earlier than
the unprepared market.

? How can procurement protect itself against a Change of Control?

Key elements are contractual clauses with notification obligations and termination rights, sound due
diligence before award, as well as a risk mitigation plan for critical parts. This includes second
sources, safety stock and a defined emergency process. Regular KPI monitoring complements this
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protection operationally.

? Is every change of ownership automatically a Change of Control in the legal sense?

Not necessarily. What matters is how the term is defined in the relevant contract — for example via
thresholds for share sales or de facto control mechanisms. Without a contractual definition, general
legal standards apply, whose interpretation depends on the individual case. The definition should
therefore be deliberately negotiated and documented.

? What should procurement do immediately after a Change of Control?

First, open orders, framework agreements, tool ownership and technology agreements should be
reviewed. This should be followed by a management-level discussion to clarify the future
partnership, as well as a reassessment in the risk register. If there is uncertainty about security of
supply, short-term capacity queries and accelerating a second-source qualification help.

Find the right suppliers on Amplifa

Verified industrial suppliers in Germany, Austria and Switzerland. Describe your requirement and
receive comparable offers.
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