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Change-order clause: governing
changes in the procurement
contract in a binding manner

The change-order clause is a contract provision that governs how changes to an existing
order, a framework agreement or a development assignment are bindingly agreed between
customer and supplier. It defines the procedure, responsibilities, deadlines, and the
commercial and scheduling handling of changes. For technical buyers in manufacturing, it is
one of the most important instruments for avoiding additional costs, schedule delays and
disputes over changed specifications. Without a clearly worded clause, renegotiations under
pressure and unclear warranty issues loom.
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Key facts at a glance
01 The change-order clause governs the procedure, deadlines and cost impacts of
contract changes during the term of an order or framework agreement.

02 Typically regulated in practice are triggers, form (written/digital), review periods, price
adjustment, schedule shifts and cost allocation.

03 The distinction from the Engineering Change Notice (ECN) is central: the clause is
contractual, the ECN is the technical document for implementing the change.

04 Clear clauses reduce the potential for disputes and create the basis for reliable delivery
date commitments despite changes.

05 Typical benchmark review periods, depending on complexity, often range from a few
days to several weeks.

06 Changes instigated by the customer and changes arising from the supplier's area of
risk must be clearly separated.
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| Definition: change-order clause

The change-order clause is a contract clause that sets out the procedure for changes during contract
performance. It is the contractual foundation for change orders, i.e. the concrete change instructions in
individual cases.

Distinction: change order, ECN and ECO

The change order is the individual change document issued on the basis of the clause. The
Engineering Change Notice (ECN), by contrast, describes the technical implementation of a design
change and in many organisations also triggers the change order. Engineering Change Orders (ECO),
in turn, document the approved change including the bill of materials adjustment. Buyers must keep
these levels apart in order to steer technical and commercial changes cleanly and not to mix up
approval processes.

e Change order: commercial-contractual change document
e ECN: technical change notification to production and suppliers

e ECO: approved change with impact on the bill of materials and documentation

Typical content of provisions

A practicable clause defines who may request changes, in what form they must be submitted and by
when the supplier must deliver an impact assessment on price, schedule and quality. It also regulates
binding effect (the change takes effect only upon a change order confirmed by both parties), the
continued validity of unchanged items, and documentation and traceability obligations. Additionally
sensible are provisions on old material, residual stock, tooling and inspection equipment that may be
affected by the change.

e Who may submit change requests and in what form
e Review periods and content of the impact assessment

e Binding effect only upon a mutually confirmed change order

e Handling of residual stock, custom-made items and tooling

Legal classification

The clause concretises what applies under general contract law anyway: changes require an
agreement between both parties. Under German law, it touches on questions of contract for work and
services and sales law, for example regarding acceptance, warranty claims and remuneration
adjustment. Details depend heavily on the individual case; the clause should therefore be reviewed for
legal fit with the specific contract type before use.

| Methods and approach: setting up the change-order process in

procurement

A functioning change-order process combines technical change control with commercial safeguards.
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Procurement acts as the interface between design, quality assurance and the supplier.

Process in six steps

A standardised process has proven its worth: submit the change request, assess the impacts,
negotiate and approve the change order, implement it, document it and verify effectiveness. It is
important that procurement negotiates only after a consolidated technical assessment. Without clarified
impacts on bills of materials, inspection equipment and certification, subsequent surcharges frequently
arise.

e 1. Change request with justification and urgency

e 2. Technical and quality-related impact assessment

e 3. Commercial assessment (price, schedule, one-off costs)

e 4, Negotiation and mutual approval

e 5. Implementation with a defined cut-off date and residual-stock rule

e 6. Documentation and lessons learned

Linking with quality and development processes

For series-specific parts, the change-order clause should be linked to quality assurance agreements
and requalification requirements: every change affecting form, material or the manufacturing process
triggers defined approval steps, often following APQP logic in the automotive context. For pilot series
procurement and prototypes, shorter, less formal loops apply so that development speed does not
suffer.

e Change classes A/B/C with different levels of approval depth

e Anchor requalification obligations in the quality assurance agreement

e Lightweight loops for prototypes and pilot series

Price and schedule logic in the clause

The clause should differentiate: change-related one-off costs (tooling, first article inspection, ramp-up
costs), adjustments to unit prices and schedule shifts. Common features are defined valuation bases,
such as a cost breakdown by the supplier on request, a negotiation mechanism in the event of
disagreement, and clear rules on when the supplier may assert its own reasons for changes (e.g.
material availability) without a claim to compensation.

| Key KPIs: making change management measurable

Change orders are a good indicator of planning quality and procurement discipline. The following
metrics help make causes visible and target procurement optimisation efforts.

Process metrics

Key metrics are the lead time from request to approval, the share of change orders with an agreed
fixed price, and the share of changes submitted retroactively. The latter is a quality feature of one's own
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design and planning processes.

e Lead time from request to confirmed change order
e Share of change orders with a fixed-price agreement

e Share of retroactively granted or orally agreed changes

Supplier-related metrics

Per supplier, the number and cost impact of change orders can be tracked and integrated into the
supplier rating model. Frequent customer-induced changes at a supplier indicate weaknesses in
requirements clarification or engineering change processes; frequent supplier-induced changes
indicate capacity or process problems. Both feed into the supplier strategy and site evaluation.

e Change-order rate per supplier and assembly
e Cost impact (one-off costs and unit price delta)

e Adherence to assessed deadlines after the change order

Interpreting metrics correctly

Absolute benchmarks vary widely by industry, depth of manufacturing and product maturity. More
meaningful than industry benchmarks is comparison over time and across product families: if the
change-order rate rises for an assembly, the cause usually lies in the early specification phase or in
unclear drawing statuses.

| Risks and controls: avoiding typical sources of error

The greatest damage arises not from changes themselves but from unclear rules: oral assurances,
missing price agreements and delayed information to the supply chain.

Commercial risks

Without a clause, price enforcement and surcharge assessment rest solely on market power. Typical
risks are surcharges for supposedly 'small' changes, duplicate production due to unclear cut-off dates,
uncoordinated freight surcharges for changed delivery modalities, and worthless delivery date
commitments that become void after the change. Even with Incoterms CPT or other delivery clauses,
changes to the shipping destination or collection quantities should go through the change-order logic.

e Surcharge risk for unassessed changes

e Old and new parts in parallel in the supply chain

e Qutdated drawing statuses at suppliers

Organisational controls

Effective controls are the four-eyes principle for approvals, a central change register function, and the
obligation to assess every change potential before order release. Purchase requisitions and the change
register should be systematically interlinked so that no order runs on an outdated version. For
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long-running framework agreements, regular reconciliation between forecast, optimised delivery
schedule calls and open change requests is recommended.

e Central change register with statuses and cut-off dates
e No order release with open change requests on the same item

e Regular reconciliation of forecast, calls and open changes

Compliance and supply chain

Changes can also have compliance implications, for example with new materials, changed countries of
origin or new subcontractors. Here, reviews in the context of supply chain due diligence legislation and
existing quality assurance agreements are required. Changes concerning the subcontracting of work
packages to subcontractors should expressly be subject to approval.

| Current developments: digitalisation and resilient supply chains

Change-order processes are increasingly being mapped digitally and linked more strongly with
resilience and data quality goals.

Digital change control

PLM and ERP systems increasingly link ECNSs, bills of materials and orders seamlessly; changes no
longer run in parallel on paper and in systems. This requires a sound data basis — a reliable data
quality score for master data and drawing statuses significantly reduces the number of changes
resulting from data errors. Al-supported enquiry and contract tools also assist with clause comparison
and impact assessment.

e System integration of ECN, bill of materials and order

e Data quality as a preventive lever against unnecessary changes

e Digital approvals with revision security

Resilience and flexible contracts

In uncertain procurement markets, clauses that enable faster changes to the source of supply,
materials or lot sizes are gaining in importance. Supply chain resilience requires change-order routes
that do not block for weeks but nevertheless remain controlled. Alternatively, in some constellations,
fixed framework agreements are supplemented by more flexible call-off models.

e Short, tiered approval routes for urgent changes

e Change rights in substitution and dual-sourcing scenarios

Close coupling with early procurement phases

The most effective change is the one that never happens. Methods such as design-to-value and early
supplier involvement — for example via a supplier innovation day or structured development
partnerships — reduce late design changes. Clean demand bundling before the tender also reduces
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later volume and specification changes. Structured procurement marketing and an early market enquiry
provide support here.

| Typical metrics

Metric Typical value

Change order lead time often < 10 working days
From request to confirmed change order, depending on change class

Share of fixed-price change > 90 %
orders Share of changes with a price agreed before approval
Share of retroactive changes <5%

Indicator for planning and data quality

Change-order rate per supplier industry-dependent
use as input for the supplier rating model

| Practical example

A medium-sized mechanical engineering company orders one-piece steel housings for a product series
from a supplier. Shortly after the series is released for production, design changes a cut-out geometry
to integrate a new cable set. Without a change-order clause, the change proceeded orally: the supplier
kept producing to the old version for two weeks, subsequently demanded a surcharge for 1,800
rejected parts and shifted deadlines without comment. Since introducing a structured clause, the
process now runs differently.

e Change request via a standardised form with an urgency level
e Supplier impact assessment within a defined deadline (price, schedule, residual stock)
e Cost sharing: one-off costs for tooling adaptation shared, material value of the old parts offset

e Requalification in accordance with the quality assurance agreement before the start of series
production

| Conclusion

The change-order clause is the contractual backbone of any change management in industrial
procurement. It turns unpredictable renegotiations into a structured, measurable process with clear
responsibilities, deadlines and assessment rules. Those who consistently interlock it with ECN
processes, quality assurance agreements and their own planning KPIs reduce surcharge risks and
stabilise schedules. Case-by-case review of the wording remains important, as legal effects depend on
the specific contract type. Investment in early phases — from design-to-value to data quality — pays off
directly in the change-order rate.
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| Frequently asked questions

? What is a change-order clause?

A change-order clause is a contract provision that governs the procedure for changes to an existing
order or framework agreement. It defines the application route, review periods, price and schedule
adjustments, and their binding effect. Only a change order confirmed by both parties, based on this
clause, effectively amends the contract.

? What belongs in a change-order clause?

Core components are who is entitled to submit change requests and the form of the change,
deadlines for impact assessment, provisions on price adjustment and schedule shifts, and the
handling of residual stock and tooling. It is also sensible to include change classes with different
levels of approval depth and approval reservations for subcontractor changes or changes relevant
to quality.

? What is the difference between a change order and an ECN?

The change order is the commercial-contractual change document that adjusts price, schedule and
terms. The Engineering Change Notice (ECN) is the technical change notification that informs
design, production and quality assurance of the change. The two interlock but must not be
conflated: only the confirmed change order amends the contract, and technical implementation
follows the ECN.

? Who bears the cost of a change?

The general rule: changes instigated by the customer are borne by the customer; changes arising
from the supplier's area of risk and responsibility are borne by the supplier. The clause should
define this allocation as well as the valuation basis for one-off costs and unit price deltas. Grey
areas, such as material availability or standard changes, should be covered by a negotiation
mechanism and, where appropriate, a cost-sharing rule.

? How long may a supplier take to assess a change?

Typical review periods, depending on complexity, often range from a few days to several weeks; in
practice, around five to ten working days are common for simple changes. The clause should
provide for tiers by change class and include a transitional rule for urgent cases. Until the
assessment is confirmed, the previous version should remain binding to avoid legal uncertainty.

? Are oral change agreements effective?

As a matter of law, oral modifications can be effective, but in a dispute they are difficult to prove and
in practice circumvent the clause. Best practice is therefore a requirement of written form or
documentation in the clause, ideally with digital approval and revision security. Exceptions for acute
hazard situations should be regulated with a short obligation to submit the documentation
afterwards.
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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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