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12.5 SaaS Contract Terms Companies Forget—Until It’s Too Late 
 
You’ve negotiated hard, signed the contract for that critical cloud or SaaS platform, and breathed a sigh of relief. The 
implementation begins, and everything seems fine—until renewal time. 
Suddenly, prices jump 7–10%, egress fees make data migration prohibitively expensive, a breach occurs with delayed 
notification, or new AI features start using your data in ways you never intended. The contract you thought was solid now 
feels like a trap. 
 
In 2026, with ongoing infrastructure cost pressures (including memory shortages), lengthening contract terms, rising data 
sovereignty requirements, and sophisticated supply-chain risks, standard cloud agreements contain more hidden pitfalls 
than ever. Many companies discover these issues only after a price increase, audit finding, or incident.  
 
At Ward Tech Audit & Compliance, we review cloud and SaaS contracts for clients across regulated industries. Here 
are 12.5 critical negotiation terms most organizations overlook—terms that can protect you from unexpected costs, 
compliance headaches, and security exposures. 
 
1. Automatic Renewal and Notice Periods 
Many contracts auto-renew for 1–3 years with little warning.   
Forgotten gotcha: Short notice periods (30–60 days) that leave you locked in.   
Negotiate: Require 90–120 days’ advance notice of renewal and the right to terminate for convenience with reasonable 
notice. Cap renewal price increases at 3–5% annually. 
 
2. Price Increase Caps and Indexing 
Vendors often tie increases to inflation or “market rates” with no limits.   
Forgotten gotcha: Unlimited escalations, especially during capacity shortages (e.g., GPU/accelerator constraints in 
2026).   
Negotiate: Hard caps on annual increases and clear, transparent pricing schedules for all usage tiers.  
 
3. Egress and Data Transfer Fees 
Moving your own data out can cost hundreds of thousands—or millions—for large datasets.   
Forgotten gotcha: High egress fees that create lock-in, especially problematic with new EU Data Act restrictions on such 
charges.   
Negotiate: Caps, waivers for disaster recovery/testing, or credits. Push for reasonable (or zero) fees upon termination.  
 
4. Data Ownership, Portability, and Return Rights 
Vague language may let vendors retain rights to your data or derived insights (especially with AI features).   
Forgotten gotcha: No clear obligations for complete data return/deletion in usable formats upon exit.   
Negotiate: Explicit customer ownership of all input/output data, strong portability rights, and certified deletion timelines.  
 
5. Service Level Agreements (SLAs) and Remedies 
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99.9% uptime sounds great—until “downtime” excludes planned maintenance, performance degradation, or regional 
issues.   
Forgotten gotcha: Service credits that only apply to future invoices, with no real damages for business impact.   
Negotiate: Clear definitions of downtime, meaningful credits (or refunds), and carve-outs for consequential damages in 
critical scenarios. 
 
6. Breach Notification and Incident Response Timelines 
Delays in notification can compound regulatory violations.   
Forgotten gotcha: Vague or lenient timelines that don’t align with GDPR, CCPA, or sector rules (e.g., 72 hours or less).   
Negotiate: Strict notification windows, detailed incident cooperation requirements, and your right to independent forensic 
review. 
 
7. Liability Caps and Indemnification 
Standard caps often limit vendor liability to 12 months’ fees—far below potential breach costs.   
Forgotten gotcha: Mutual caps that leave you disproportionately exposed, with narrow indemnity for IP or data breaches.   
Negotiate: Higher or uncapped liability for gross negligence, willful misconduct, data breaches, and IP claims. Strengthen 
vendor indemnification obligations. 
 
8. Sub-processor and Fourth-Party Risk Controls 
Cloud providers rely heavily on subcontractors.   
Forgotten gotcha: Unlimited rights to add sub-processors without notice or approval.   
Negotiate: Approval rights (or key requirements) for new sub-processors, flow-down of your security/compliance 
requirements, and transparency into the supply chain. 
 
9. Data Sovereignty, Residency, and Jurisdiction  
Geopolitical tensions and laws like the U.S. CLOUD Act create conflicts with GDPR or other requirements.   
Forgotten gotcha: Data may be accessible by foreign authorities regardless of storage location.   
Negotiate: Strong residency commitments, support for sovereign cloud options where needed, and warranties against 
conflicting legal obligations. 
 
10. Change Management and Scope Creep 
Vendors can modify services, SLAs, or pricing models with notice.   
Forgotten gotcha: Material changes (including AI enhancements) that alter risk without your consent.   
Negotiate: Advance notice and approval rights for changes impacting security, compliance, or pricing. Include rights to exit 
without penalty if changes are unacceptable. 
 
11. Termination Assistance and Transition Support 
Exiting should not be punitive.   
Forgotten gotcha: Limited or no assistance with data migration, knowledge transfer, or wind-down.   
Negotiate: Detailed termination assistance clauses, including dedicated support, data export formats, and reasonable 
fees (or none) for transition periods. 
 
12. Audit Rights and Compliance Evidence 
You need visibility into the vendor’s controls.   
Forgotten gotcha: Restricted or no rights to audit, or reliance solely on self-reported SOC 2 summaries.   



Negotiate: Broad audit rights (or third-party review rights), timely access to evidence, and alignment with your vendor risk 
scoring process. 
 
12.5 Build SaaS contract playbook of “Must Have”, “Should Have”, “Could Have”, and “Will Not Have” agreement 
standards & terms 
(Built on the “MoSCoW” prioritization methodology). 
Where— 
> “Must Have” terms are requirements for meeting your organization’s risk posture including regulatory compliance 
requirements. 
Example: Acceptable Data ownership & Usage Rights, Data Protection & Privacy Compliance, Breach Notification and 
Incident Response terms, Service Level Agreement & Support, required annual SOC 2, Type II reports (or Audit rights), Data 
returned and secure deletion upon termination, etc. 
> “Should Have” terms are highly desired, but not necessarily required. 
Example: Pricing protections and predictability with caps on annual price increases (or no increases!), and even caps on 
renewal increases. 
> “Could Have” terms are things you’d prefer to have such as no cost increases. These items are often most negotiable in 
terms of what the vendor (or you) can give up in the negotiation. 
Example: These terms may include Custom Reporting or Dashboard Requests (for no additional fees), Flexible Billing 
Dates & Payment Terms, Early Termination Fee Waivers, No charge for migrating data, Free Training, and related conditions.  
> And finally, “Will Not Have”, are terms that you cannot have included in the agreement as determined by you, your team 
or organization.   
Example: Vendor ownership or broad rights to your data (for any purpose) is something you likely would never want to be 
included. And “Long-term contracts (~>5 years) with short cancellation windows (~30 days)” is something you may never 
want to have in the agreement. 
 
Don’t Wait Until It Hurts—Negotiate Proactively 
These gotchas often surface during price hikes, breaches, audits, or attempted exits. In today’s environment of capacity 
constraints, AI-driven data usage, and tightening regulations, weak contracts amplify third-party risk and can undermine 
your entire compliance program. 
 
The best defense is building these protections in upfront—ideally with input from IT audit, legal, procurement, and 
compliance teams. Combine strong contract terms with ongoing due diligence (including SOC 2 reviews and ownership 
research) for real protection. 
 
At Ward Tech Audit & Compliance, we help organizations review and strengthen cloud/SaaS contracts, evaluate vendor 
risks, and align agreements with your policy frameworks and risk-control matrices. Our independent assessments 
translate complex legalese into clear business insights and actionable recommendations. 
Ready to avoid expensive cloud contract surprises? 
 
Contact Ward Tech Audit & Compliance today for a no-obligation consultation on contract reviews, vendor due diligence, 
or broader third-party risk management support. 
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