CIPS Australasia CIPS
KNOWLEDGE

Where’s the Exit?

The deal is done, the supplier engaged
and every thing’s “full speed ahead”, but
have we given any thought to what will
happen when the relationship is coming
to an end, as most commercial
relationships inevitably do?
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Where’s the Exit? - CIPS Australasia

Strategies have been agreed, sourcing plans put into action, the deal is done, the supplier
engaged and every thing’s “full speed ahead”, but have we given any thought to what will
happen when the relationship is coming to an end, as most commercial relationships inevitably
do? How to exit the contract is often the last thing on anyone’s mind, the focus is to move
quickly; meet the demands of the customer; obtain the best deal and get operational. An
effective exit strategy is however, a key component of a contract, especially in the case of
business critical requirements and long term contracts.

It’s natural to look at exit strategies from the point of view of maintaining business continuity,
however it is important from the point of view of both reputation and ethical responsibility, to
also consider the exit strategy from the supplier’s point of view. For example it is important to
avoid the end of a contract which results in damage to the financial integrity of a small supplier
(or indeed any size supplier). An appropriate notice period will assist the supplier to either,
seek new work to fill the gap, or restructure to take into account the end of the contract and
the consequent drop in activity.

Contracts can end for several reasons, including:

e Non performance by one or both parties

e Asignificant change in the requirements of either party
e At the convenience of one party

e The contract has run its course

For whatever reason the contract ends, having an exit strategy in place will ensure that both
parties understand their roles and responsibilities at such time.

Whilst it is almost impossible to predict in advance, all matters on which the buyer or the new
supplier may need assistance from the outgoing supplier to facilitate a smooth transition,
areas that may be covered in an exit strategy, dependant on the type of service, include:

e Assets that are held by the supplier that will need to be transferred

o Staff that will need to transferred

e Information on any contracts with third parties

e Data held by the supplier that will need to be transferred

o Intellectual property

The exit strategy should detail:
e The timescales for key actions
e The party responsible for such actions

It is also worth considering the inclusion into the contract, of a general clause to the effect
that, “the supplier is required to provide all such assistance as may be necessary to ensure a
seamless handover to a new supplier”.

At the end of the day the practical implementation of an exit strategy will be dependent
largely upon maintaining a working relationship with the outgoing supplier. Fortunately, most
suppliers will act in a professional way and co-operate with the implementation of the exit
strategy. Nonetheless buyers do need to be sensitive to the position of the outgoing supplier
and especially the personnel working on the contract, as their goodwill and cooperation will be
required.
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