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Key to Contract Compliance - Artificial Intelligence
Contract compliance has always been a key focus area for Legal Operations teams —not only
to keep away risks involved but also to avoid financial losses, missed opportunities for
revenue capture, and to minimize lost savings. Ensuring contract compliance is one of the
most talked about and sought-after goals for organizations. However, they often face a host
of challenges in doing so. This requires streamlining of operations with various partners,
vendors, and customers, but the biggest challenge is contracts distributed globally across
multiple disparate system. Businesses need an effective contract management solution that
involves consolidation and regularisation of all contracts in an enterprise.
It is essential to have a database of all the information in every contract, which most
enterprises lack and there²s no quick way to view complex agreements or see how a certain
clause is expressed across different divisions. Thus, a central repository is a critical
requirement for contract management process, and sifting through various contracts in the
repository, is a function that must be automated.

Some of the contract details mapping and analytics that help gain deeper insights to
manage contract risk and compliances by leveraging superior AI capabilities are:
Gathering insights to identify the immediate challenges to your revenue streams,
commercial outlays with third parties and assess their impact.
Performing a real-time mapping exercise and risk assessment across contracts to
understand the full extent of compliance and regulatory risks
Conducting scenario planning of activities to understand the operational implications,
both financial and operational, and identify mitigation options

The focus lies on some of foundation elements to ensure risk and compliance management,
but most enterprises today do not have a central repository to hold contracts. Organizations
must consolidate their contracts across all their business units. The aim is to close process
gaps and ensure visibility, as well as to validate the presence of relevant supporting
documents. Artificial Intelligence (AI) technologies decreases the risk of contract disputes
while increasing the number of contracts that can be negotiated and executed successfully
across the departments within the organization which are fully compliant at any given time.

It has been seen that best in class organizations
achieve up to 80% more savings than others
through a comprehensive process of contract
compliance!
This whitepaper discusses the four pillars on which the foundation of contract compliance
stands. Ensuring the presence and solid foundation of these four pillars will, in turn, guarantee
the attainment of your contract compliance objective.

These four pillars of contract compliance are:

Repository, Templates,
and Clause Libraries

Well-Defined Contract
Performance Benchmarks

Standardized
Workflows

Audit System for
Internal Processes

Read ahead for information on each of these pillars and learn how to establish them firmly in
your organization.

Repository, Templates, and Clause Libraries
A consolidated, centralized repository provides secured storage for all contracts,
agreements, templates, clauses, playbooks, and other supporting documents required by
teams to ensure compliance. It is an absolute must to maintain such a repository in your
organization. Ensure the repository offers easy search capabilities to allow convenient
access to contracts and other contents.
Enforcing standards is pivotal to achieve compliance. And
Standardized contract creation = Faster contract creation!
Drafting contracts from scratch makes authoring time-consuming and error prone. Using
configurable templates standardizes the contract language across contract categories
and reduces the chances of errors. Establish a comprehensive library of pre-approved
clauses including alternate and fallback clauses. Make important clauses mandatory and
non-editable, as appropriate. Define templates and clauses as per different geographies,
languages, and categories, to standardize the language and mitigate risks of violating
regulations or skipping details, while also making drafting and negotiation quicker.
Process standardization is a continuous process, one that requires long term vision,
stakeholder buy-in, and change management. Templates can create challenges when
amendments and modifications must be made, especially during the preparation of customized contracts. Ensure regular updating of templates and clauses for any changes due
to regulations, processes, or industry measures, under the guidance of the concerned
domain experts with constant monitoring

Key Takeaways
Maintain a centralized repository to store all contracts
Define mandatory / non-mandatory clauses
Define templates and clauses based on geographies and categories
Ensure continuous updates to all clauses and templates by relevant
stakeholders

Well-Defined Contract Performance Benchmarks
The key step to demonstrating compliance is to be able to measure contract performance.
It is necessary to have quantifiable performance measurement across the organization
with regards to the contract compliance process. This establishes transparency in the
system and helps define targets. Having a quantifiable measure for contract compliance
also helps to enforce entitlements and identify processes or business units which are
underperforming.
The challenge is to establish acceptable parameters for measuring performance across
business. Define Key Performance Indicators (KPIs) such that they are relevant to the
success of a contract and can be easily measured and tracked periodically (preferably in
real-time)—for example, milestones of payment, delivery, and quality of goods.
Having measurable KPIs simplifies and quantifies the innately complex nature of measuring contractual performance.
In most organizations, performance data is entered manually and involves many man
hours. Modern CLM systems efficiently address this challenge by integrating seamlessly
with enterprise systems such as ERP, CRM, HRMS, FMIS, and other BI tools. This ensures data
is fetched in real-time and is readily available in the form of granular reports and dashboards. It helps mitigate legal and financial risks associated with erroneous contract terms,
non-enforcement of clauses, and missing of contractual obligations.

Key Takeaways
Define measurable Key Performance Indicators
Define transactional data sources to support the performance metrics
Prioritize objective over subjective measurements

Standardized Workflows
Standardized workflows not only accelerate contract authoring and approval but also
ensure necessary input from all relevant stakeholders. Standardization of workflows is
essential to reduce contract cycles and guarantee every stakeholder’s involvement,
thereby eliminating ambiguity and confusion.
The business-specific rules in workflow ensure that each step of the approval proess—
contract modifications, addition of supporting certificates and documents, and final
approvals—go through the right people in the right order. This leads to lowered risks of
skipping or violating crucial regulations
The challenge is to bring all stakeholders together on a unified interface. This is successfully
addressed by a Contract Lifecycle Management solution, which provides a common
platform to all stakeholders with user-defined access. CLM also enables you to configure
email / SMS alerts whenever a new contract comes to you for approval, further boosting the
efficiency of the approval process

Key Takeaways
Create standard workflows with set protocols and procedures
Define hierarchies for approval process
Ensure access to all necessary stakeholders during

Audit System for Internal Processes
Conducting audits a systematic and regular audit cycle will ensure adherence to various
contractual terms and conditions and reinforce timely fulfillment of obligations. This, in
turn, will facilitate effective enforcement of penalty clauses (for missed milestones of
payment, etc.), identification of opportunities for cross-selling and up-selling of products
and services, and an overall mitigation of financial losses.
But there’s a major roadblock to efficient auditing—disparate data. Trying to consolidate
and audit contract data spread across different geographies requires a huge effort.
CLM capabilities such as a centralized contract repository supports the establishment of a
smooth internal audit system. The repository stores all your contracts and supporting
documents such as regulatory approvals, insurance certificates, and more. It is easily
accessible to designated individuals and offers various search capabilities such as the free
text and metadata-based search, while also maintaining an audit trail of who did what
and when.
To make things easier, organizations must determine several key parameters of the audit
process beforehand: time, duration, frequency, objectives, contract types under purview,
and so on. This will ensure audit preparedness among the employees, streamline the entire
process, and hence produce better results.
Increasing visibility and developing the necessary infrastructure and organizational
commitment towards contract compliance is one of the key steps in embracing best
practices. Having a system in place which measures internal processes and puts in plain
sight what needs to be done, helps in achieving it.

Key Takeaways
Develop necessary infrastructure towards contract compliance practices
Maintain a searchable repository of contracts and supporting documents

Stay Compliant and Resilient
To ensure that your company is compliant with all the obligations and entitlements in an
ever dynamic market environment, a few things in place will help you go a long way.
Enterprises that have automated their contract management process have been able to
stay compliant and resilient by:

Tracking and acting on explicit termination clauses with specific provisions that
allow cancellations
Keeping a track of customer contracts that can be terminated for convenience
and termination notice window.
Leveraging AI capabilities in a contract management platform to recognize
patterns and extract key clauses, dates, parties, etc
Allowing them to manage contracts more effectively by monitoring critical risk
indicators and KPIs to improve operations
Using simple predictions and intelligence with data analytics for due diligence
to flag individual contract risks

Zycus is the pioneer in Cognitive Contracting
software and has been a trusted partner of
choice for large global enterprises for two
decades. Zycus has been consistently recognized
by Gartner, Forrester, and other analysts for its
Source to Pay integrated suite.
Zycus powers its S2P software with the
revolutionary Merlin AI Suite. Merlin AI takes over
the tactical tasks and empowers procurement
and AP officers to focus on strategic projects;
offers data-driven actionable insights for quicker
and smarter decisions, and its conversational AI
offers a B2C type user-experience to the endusers.
Zycus helps enterprises drive real savings, reduce
risks, and boost compliance, and its seamless,
intuitive, and easy-to-use user interface ensures
high adoption and value across the organization.
Start your #CognitiveContracting journey with
us, as you are #MeantforMore.
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