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Technology leaders negotiate hard on the thing they are buying and then sign
whatever the renewal terms say. | did this for years. A purchase was always a
project: executive attention, a committee, a competitive process, a decision memo.
The renewal was an email in November carrying a 7 percent uplift, approved by
somebody in procurement because the alternative was a migration nobody had
budgeted. Multiply that across a portfolio and compound it across a decade — a 7
percent uplift doubles a line in ten years — and the renewals cost more than the

purchases ever did.

This is the least glamorous article in the series, and probably the one with the

highest return per hour of attention.
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Where the recurring spend hides

CATEGORY

Perpetual licence and

maintenance

Subscription software

Cloud consumption

Cloud commitments

Support plans

Third-party APIs

Professional services

WHAT YOU SIGNED

A one-time licence, then 18 to 22

percent annual maintenance

Per seat or per unit, billed annually

Pay as you go

One to three year reservations,
savings plans, enterprise

agreements

A share of spend, or a fixed tier

Per call or per token

Project statements of work

WHAT COMPOUNDS

Maintenance escalates

while the licence is sunk

Seat creep, tier upgrades,

uplift at renewal

Growth, plus waste, plus

new services

Unused commitment is

pure loss

Scales with you

automatically

Usage-driven and often
uncapped

Becomes structural if the

skill never gets built

One pattern runs through all seven: the initial decision gets scrutinized and the

growth does not. Nobody approves seat creep. It arrives one onboarding at a time;

by the time anyone looks, it is the baseline.

Perpetuadl licences and the end-of-life squeeze

Traditional enterprise software sold a perpetual licence plus an annual maintenance

stream, typically 18 to 22 percent of list price, and that maintenance buys support

and version upgrades, which sounds like a service contract and behaves like an

annuity the vendor owns and you fund. Three mechanics decide the cost.
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Maintenance is priced off list rather than off what you paid. You negotiated 55
percent off the licence; the maintenance is frequently calculated on the
undiscounted figure, so the great deal carries an escalating annuity that is much

larger against your actual spend than it looks against the list price.

Dropping maintenance is usually a one-way door. Lapse it and reinstatement
typically costs back-maintenance plus a penalty, which is deliberate (the penalty is
the product, not an oversight): it makes the decision to stop paying a decision to

migrate.

End of life is a forcing function. The timing belongs entirely to the vendor. When a
version is declared end of support you are choosing among an unsupported
production system, an expensive extended-support contract, and an upgrade
project nobody planned. Track the published support lifecycle for everything
material and put those dates on the same roadmap as your own work, where they

compete for the same quarters.

Licence audits are a revenue channel, and they arrive with a settlement offer
attached. Inventory is the defence, rather than argument. Know what is deployed,
where, on how many cores, under which metric, continuously. A company that can
produce that in a week settles cheaply; a company that needs three months to

assemble it pays for the delay as well as the shortfall.

Cloud commitments behave like debt

This deserves its own section, because it is the largest unmanaged obligation in
most technology organizations, and because nothing on the balance sheet will tell

you it is there.
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INSTRUMENT TERM DISCOUNT THE RISK

Reserved 1t0 3 Substantial Tied to an instance family, and

Instances years stranded if the architecture moves

Savings Plans 1t0 3 Substantial Committed spend per hour, used or
years not

Committed Use 1t0 3 Substantial Similar, with provider-specific

Discounts years flexibility

Enterprise 3tob Tiered by total A large multi-year total,and a

agreements years commit shortfall may be payable

Every one of these lands on the profit and loss statement as operating expense, and
every one of them behaves like an obligation. A three-year enterprise commitment
signed against an aggressive growth forecast is a liability nobody on the

technology side is tracking as one.

The failure runs in both directions. Over-commit and growth comes in under plan, so
you pay for capacity nobody consumed; the FinOps dashboard then reports it as
waste rather than as a commercial decision made two planning cycles ago by
somebody who has since left. Under-commit and you pay on-demand rates on a
workload that has been stable for three years, which is less visible and roughly as

expensive.

Flexera’s 2026 report put self-estimated wasted infrastructure and platform spend
at 29 percent, up for the first time in five years, with Al workloads making
forecasting and rightsizing harder. In the same population, 85 percent still named
managing cloud spend a top challenge, 63 percent ran formal FinOps teams and 71
percent ran a cloud centre of excellence. So the governance matured and the waste
went up. Does that mean FinOps failed? It means commitment sizing is a forecasting

problem, and Al workloads have made forecasting materially worse.
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Total projected spend

! ' '

Confident floor
the steady-state baseline

Expected case Upside case

Leave on demand, or
take short commitments

Commit here

Discount captured, Higher unit price,
no stranded spend zero downside

Figure 1. The commitment line belongs at the floor. That band is the only one carrying
no downside, which is what makes it the only one worth a three-year signature.

Commit to the confident floor and layer shorter instruments above it. The floor is the
spend that survives a bad year, the expected case is a forecast, and a forecast

signed for three years is a bet placed by whoever holds the budget next.

Provider migration funding

All three hyperscalers run structured migration programs with money attached, and

most mid-market companies migrating at scale never ask. Asking costs an email.
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PROVIDER PROGRAM STRUCTURE

AWS Migration Acceleration Program Three phases: Assess, Mobilize, Migrate
and Modernize. Cash toward assessment

work, then credits against consumption

Microsoft Azure Accelerate, consolidating Partner-delivered assessment and
Azure Migrate and Modernize migration funding, with a parallel track for
with Azure Innovate new build and Al work
Google Rapid Migration Program Assessment, migration support, and
credits

The AWS program is the best documented of the three, and five things about it

generalize to the others.

1.1t is partner-led. A partner files on your behalf and the funding arrives as a cost

reduction rather than as a cheque.

2.1t is earned against milestones and consumption rather than granted upfront.
Credits commonly land somewhere between 15 and 25 percent of first-year run-

rate spend, and the figure moves with scope.

3. It generally needs meaningful scale, often quoted at around fifty servers or the
equivalent (a guideline rather than a rule, and a partner will tell you where the line
actually sits).

4.1t requires resource tagging so the provider can attribute migrated spend, which
means the tagqging convention has to be agreed before cutover rather than
reconstructed after it.

5. As of 2026 the programs cover generative Al and agentic workloads as well as

infrastructure moves.

One rule governs all of it. Ask for the funding before committing to a direction, then
choose the architecture as though the money did not exist. Credits are a discount
on a decision that should already stand on its own. | watched a company pick a
provider for a credit worth 4 percent of a five-year total — the credit did arrive, on

schedule — and then spend more than that inside eighteen months on a worse
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architectural fit. The partner offering the biggest number is rarely the partner whose

assessment survives six months of life after cutover.

Building the renewadl position

A renewal position gets built twelve months out. By the time the quote arrives, what
you did and did not do during the year has already set it.

MONTHS BEFORE WHAT BUILDS THE POSITION

RENEWAL

12 A complete inventory: what is deployed, by whom, at what
utilization

9 A credible alternative, identified and roughly costed

6 Internal alignment on the walk-away position, agreed with the
CFO

3 Open the conversation. Early reads as serious

1 You are a price-taker

The highest-value artifact on that list is utilization data. A vendor quoting a renewal
for 4,000 seats has a weak hand when you can show that 1,900 people signed in last
quarter. That is fewer than half the seats on the invoice. Most organizations cannot

show it, and that is why most renewals go the vendor’s way.

Next comes a credible alternative, where credible means scoped and costed with
the migration effort included. "We could always move to a competitor” is a sentence

rather than a position, and a vendor can tell the difference in about two questions.

The support-tier question

Cloud enterprise support is frequently priced as a share of spend, so it grows

automatically as you grow, with no matching increase in what arrives. On a large
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account it becomes one of the bigger line items, and at enterprise-agreement scale

it is negotiable.

One question settles it, asked honestly: in the last twelve months, what did this tier
give us that the tier below would not have? A named technical account manager
who has actually been useful is worth keeping. Faster routing on tickets you rarely

file is worth a conversation about stepping down.

What | actually do

1. Keep a live vendor register with the contract end date, the notice period, the
auto-renew clause, the annual value, the escalator, and a named internal owner.

One spreadsheet has saved more money than any tool | have bought.

2. Diary every notice period the day the contract is signed. An auto-renewal with a

90-day notice window is how a vendor gets another year for free.

3. Treat maintenance as something that lapses only on purpose, since

reinstatement penalties are designed to trap whoever forgot.

4. Track published end-of-life dates on the engineering roadmap beside our own

work, where they compete for the same quarters.

5. Keep the deployment inventory current enough to survive an audit at a week’s

notice.

6. Size cloud commitments to the confident floor and layer shorter instruments

above it.

7. Treat every commitment over a threshold as a board-visible obligation, with the

forecast it was signed against recorded next to it.

8. Ask for migration funding early, then decide the architecture as though the
money did not exist.

9. Review support tiers once a year against what they actually delivered.

All of it is boring, which is precisely why it is still available. Boring work has no

competition.

Newell, J. (2026). MAX Research Collective, WPR-BIZ-008. CC BY 4.0 8/M



Glosscary

TERM

Committed Use

Discount

End of life, end
of support

Enterprise

agreement
Maintenance
Migration
Acceleration
Program

Perpetual licence

Rapid Migration

Program

Reserved

Instance
Savings Plan
Take-or-pay
True-up

Uplift, or

escalator

DEFINITION

Google’s committed-capacity discount

The date a vendor stops supporting a version

A large multi-year consumption commitment, tiered by total value

The annual fee for support and upgrades, often 18 to 22 percent of list

The AWS migration funding program, filed by a partner

The right to use a version, indefinitely

Google’s migration funding program

Prepaid or committed capacity at a discount

Committed hourly spend at a discount, more flexible than a reservation

You pay the commitment whether or not you use it

Reconciling actual usage against licensed usage, usually in the

vendor’s favour

A contractual annual price increase
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Best next read

Part 8, Al Spend: Three Budgets Pretending to Be One. Al is the fastest-growing line
in most technology budgets and the hardest to forecast, which is exactly the
condition that breaks commitment sizing. Part 8 splits it into the three things it

actually is.
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The full series

PART TITLE

1 CapEx, OpEx, and EBITDA: The Same Dollar, Two Different Stories
2 Reading the Financials: The Primer for Everyone Who Never Had To Care
3 Capitalize or Expense: Your Jira Board Is Now Audit Evidence

4 Depreciation and Useful Life: The Chip Outlives Its Economics

5 Placement Economics: The Right Answer, Applied Everywhere

6 Lift-and-Shift or Re-Architect: The Two That Modernized Later
7 Vendor Economics: The Email in November, which is this one

8 Al Spend: Three Budgets Pretending to Be One

9 Al and Headcount

10 Outsourcing After Section 174A

This series is an introduction for technology leaders. It is accounting and tax
context rather than accounting or tax advice. Treatment is fact-specific. Model it

with your CFO and auditor before you commit.
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