
10 zen ways to  
manage cash flows 
with contract  
intelligence



1. Payment terms
At the heart of any commercial contract is a transaction. The seller provides the goods or 
services specified in the agreement, and in exchange, the buyer gives the seller money. 

A contract’s payment terms govern how that money will change hands, including payment 
schedules, instructions, amounts, and deadlines. There will likely also be clauses addressing 
nonpayment or default, especially in a contract that provides for staggered or recurring 
payments. 

Other types of payment terms can include discounts and penalties.

2. Early payment discount
This is also referred to as a “cash discount” or “prompt payment discount.” These terms allow 
buyers to save money — ultimately paying less than the initially agreed amount — by paying 
ahead of schedule. 

Buyers benefit from early payment discounts by saving money relative to the contracted price 
of the goods or services. Sellers, meanwhile, benefit by receiving higher amounts of cash in the 
short term than they would otherwise. This mitigates the uncertainty of receiving the rest of the 
payments at a later date and enables the vendor to start reinvesting the cash it does receive. 

If you manage vendor relationships and your business is sitting on extra cash, do you have a 
quick way of locating early payment discounts in your contracts in order to cut down on your 
long-term expenses? 

If you manage customer relationships, do you have a way to rapidly identify and reach out to 
customers who have early payment discount terms in order to encourage them to pay early,  
thus increasing your short-term cash flows?

3. Late payment penalty
If the buyer fails to make timely payments according to the schedule laid out in the contract’s 
payment terms, there will typically be a period during which they can still catch up on payments 
before the seller can cancel the contract. The late payment penalty is generally an added fee — 
for example, a percentage of the outstanding payment due that is added to the bill every day 
after the due date until the buyer submits the full payment. 

Including a late payment penalty clause benefits both parties by enabling them to continue the 
business relationship instead of automatically canceling the contract if the buyer experiences 
temporary cash flow problems. The seller receives remuneration to make up for the delay, and 
the parties can resume their arrangement going forward.

One of the keys to success in business is effectively managing your cash flows.  
That requires keeping track of all of your obligations and rights regarding both 
incoming and outgoing payments. If you fail to keep track of all of your contractual 
rights, you might end up leaving money on the table in your deals, or spending more 
than you should for goods and services. On the other side of the table, if you fail to 
track and meet your obligations, you may find yourself in legal trouble that further 
raises your expenses. 

Are you monitoring the key information in your contracts that will help you manage 
your organization’s cash flows? 

Here are ten vital, cash-impacting clauses and pieces of contract metadata that  
you should be tracking:
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4. Price adjustment clause
When a business relationship lasts multiple years, inflation becomes a factor. One dollar three 
years from now will generally have less buying power than one dollar today. Accordingly,  
a contract with a multiyear term may contain a price adjustment clause. This clause enables  
the seller to adjust the prices in the contract in order to account for fluctuations in the 
economy, typically after a set initial period during which the price remains fixed. 

The benefit of a price adjustment clause is that the parties do not need to renegotiate the rest 
of the contract in order to match the payment terms to current economic conditions. The seller 
can adjust the price according to the terms upon which the parties initially agreed, and the 
business relationship can otherwise continue unhindered.

5. Expiration date & renewal type
“Expiration” is also often referred to as “termination.” Contracts typically have a predetermined 
term, or period of time during which the agreement remains in force, which the parties specify 
in the agreement. On the expiration date, the agreement ceases to be effective. Going 
forward, neither party has any further obligations to the other beyond fulfilling any outstanding 
responsibilities incurred during the term of the contract (for example: maintaining records of all 
transactions completed under the contract for a set period following termination).

Some contracts automatically renew unless one of the parties explicitly opts out by a set 
deadline. Others simply expire, and the parties have to negotiate a new agreement if they want 
to continue their business relationship. 

For buyers, it’s important to track expiration dates to ensure that they’ve received what they 
paid for in the appropriate time frame. It’s also helpful to remain aware of auto-renewing 
contracts well in advance so the team has time to review the agreement and the vendor’s 
performance and determine whether continuing the arrangement is in the business’s best 
interest. Otherwise, the organization might end up paying for goods or services it no longer 
needs. 

Sellers need to track expiration dates so they can proactively reach out to customers to gauge 
their satisfaction, identify and solve any issues that might inspire customers to terminate the 
contract, and prompt satisfied customers to sign a new agreement, if necessary. After all, it’s 
less expensive to keep an existing customer than to get a new one. 

Having an easy way to look up contract renewal dates and types enables teams to prioritize 
contracts for review. That way, they can give every document and business relationship the 
careful analysis necessary to make an informed decision about whether to renew the contract.

6. Termination/renewal notice period
In addition to keeping track of each contract’s renewal type, it’s important to know the exact 
duration of the renewal period. 

If the contract is auto-renewing, there will be a minimum amount of advance notice required 
to terminate it. Buyers need to keep track of these minimum notice periods in order to avoid 
getting stuck with renewed contracts that no longer serve the business’s best interest. 

It’s vital to note that different agreements can have different renewal notice periods, and you 
shouldn’t assume that you know every important date off the top of your head. Automated 
tracking can help you to stay on top of key deadlines and avoid unwanted spend as a buyer, or 
retain revenue as a seller.
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7. Termination for convenience
Not every contract ends because the term is over or a party has defaulted. A termination for 
convenience clause gives a party the right to terminate the agreement ahead of schedule simply 
because they elect to do so. For example, maybe the buyer no longer needs the remaining goods 
or services that the seller is scheduled to provide, or they may prefer to engage another vendor. 

As with renewals, there are typically minimum notice requirements tied to these terms. In addition, 
some contracts might prohibit termination for convenience if the remaining value of the goods or 
services to be delivered is below a certain threshold.

8. Contract type
This data point doesn’t directly affect cash flows — but being able to identify contract types 
can help you quickly narrow your search to include only those agreements that actually contain 
the cash-impacting terms you need to find. For example, if you know that none of your 
organization’s non-disclosure agreements (NDAs) contain any of the cash flow clauses listed 
above, then you can exclude NDAs from your search and save valuable time.

Keeping track of these crucial terms can be a central part of your  
business’s cash flow management strategy.

Your contracts contain a wealth of information regarding the payments to which your company 
is entitled, and the rights you have regarding your own expenses. When you have thousands of 
active contracts, however, it can be difficult to stay on top of all of your deadlines, discounts, 
and other key terms unless you have a smart system for managing legal agreements.

Are you looking for a way to track all of these cash-impacting clauses and 
metadata in your contracts? Schedule a demo today to see Evisort’s best-in-
class AI for contracts in action.
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