
The AI Revolution in 
Contract Lifecycle 
Management

Contract Lifecycle Management (CLM) underpins how organizations govern financial commitments, 
operational relationships, and regulatory obligations. Yet most enterprises—particularly in highly 
regulated industries such as healthcare—still rely on fragmented systems and manual processes 
that obscure visibility, increase risk, and limit the strategic value of contracts. Traditional CLM tools 
emphasize document storage and routing rather than interpretation of contract language, leaving critical 
obligations unmanaged, renewals missed, and commercial opportunities unrealized. 

Introduction/Executive summary

Recent advances in artificial intelligence (AI), including 
machine learning, natural language processing, 
generative AI, and optical character recognition (OCR), 
are redefining contract management. AI‑enabled 
CLM platforms interpret contract language at scale, 
automate negotiations, surface risk proactively, and 
deliver real‑time insights. This shifts contracting from 
a reactive administrative activity into a strategic, 
data‑driven capability that improves efficiency, 
compliance, and financial performance.

Healthcare organizations rely on contracts to govern 
critical financial, clinical, and operational relationships, 
yet traditional CLM systems limit their strategic value. 
Fragmented storage, manual drafting and approvals, 
and limited visibility into key terms create delays, 
compliance risk, missed renewals, and off‑contract 
spend—especially in highly regulated environments. 
As a result, valuable contract intelligence such 
as pricing, volume discounts, and obligations 
remains trapped in documents and underutilized in 
decision‑making. 

The challenges of traditional 
contract management
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Healthcare organizations
face challenges across the source to pay continuum

Decentralized sourcing

Limited supplier 
interaction

Paper-based processes

Manual workflows

Compliance risks

Stakeholder engagement 
challenges

Contract visibility

Siloed reporting

Rogue spend

Sourcing Contracting Transacting

How are we using available tools and technologies to enhance compliance 
visibility and manage risks?

How can we better leverage data to deliver insights to our end users and drive behavior?

How is Al helping our teams work smarter and make better decisions?
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The limitations of traditional CLM tools and manual processes have paved the way for a new 
generation of intelligent platforms. AI‑powered CLM solutions use machine learning, natural language 
processing, and generative AI to automate routine tasks and extract insight from unstructured data, 
transforming contracts into dynamic assets that improve efficiency, strengthen compliance, and 
enable more strategic decision‑making.

AI capabilities transforming contract lifecycle management
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Deep Dive: Core Features of an AI Powered CLM

Feature Description Impact

Advanced OCR + AI 
Processing

Ingests and digitizes contracts from 
any source or format (PDF, Word, 
scanned images) with high accuracy. 
Automatically extracts critical metadata 
and clauses, identifying conceptually 
similar language across thousands 
of documents.

Eliminates manual data 
entry, creates a single 
searchable repository, enables 
standardization, and can ensure 
no contract is left behind.

AI-Powered Workflows

Intelligent intake forms trigger 
configurable workflows based on 
contract type, value, or risk level. 
The system routes agreements to 
the correct reviewers and approvers, 
bypassing unnecessary steps.

Dramatically accelerates 
the review cycle and 
reduces bottlenecks.

Automated Redlining 
& Clause Creation

Instantly compares third-party paper 
to an organization's internal playbook, 
suggesting edits for compliance. 
Generative AI drafts new, compliant 
language on the fly.

Speeds up negotiations, 
reduces legal review time, and 
ensures higher compliance and 
risk mitigation.

Natural Language AI 
Chatbots

Uses semantic search and generative 
AI to understand user questions and 
provide clear, source-linked answers. 
Users can ask plain language questions 
about contracts and receive instant, 
actionable insights.

Empowers all business users 
with self-service access 
to contract intelligence, 
democratizing data and freeing 
up legal and procurement teams 
from ad hoc requests.

© 2026 KPMG LLP, a Delaware limited liability partnership, and its subsidiaries are part of the KPMG global 
organization of independent member firms affiliated with KPMG International Limited, a private English 
company limited by guarantee. All rights reserved. USCS040904-1A

The AI Revolution in Contract 
Lifecycle Management

3



The application of AI in CLM unlocks tangible value from contract data across a variety of healthcare 
organization functions:

Use cases: AI in action

Optimizing Revenue Realization 
During Claims Processing

AI-enabled OCR and metadata extraction 
automatically surface reimbursement rates, 
authorization requirements, and timely filing 
limits from payor contracts. This allows revenue 
cycle teams to validate claims against contract 
terms in real time, reducing revenue leakage, 
improving compliance, and accelerating 
cash flow.

Implementing a Medical Device 
Supplier Agreement

AI analyzes supplier contracts to identify 
deviations in warranties, indemnification, 
uptime guarantees, and service levels against 
approved playbooks. Automated risk scoring, 
generative redlining, and intelligent routing 
accelerate negotiations while reducing 
compliance and operational risk tied to device 
reliability and regulatory requirements.

Leasing a New Ambulatory 
Surgery Center

AI extracts rent, escalation, and obligation 
details from lease agreements and compares 
them to preferred standards. AI-assisted 
redlining and automated payment scheduling 
improve compliance, financial accuracy, and 
visibility across stakeholders.

IT Vendor Contract Optimization

AI parses SaaS and cloud agreements to 
extract SLAs, data privacy terms, pricing, and 
renewal clauses and compares them to internal 
security and risk standards. Predictive analytics 
identify cost and usage risks, while AI-driven 
redlining supports more favorable renewals and 
ensures technology contracts remain secure, 
compliant, and cost effective.

Strong data governance, security, and responsible 
AI practices are foundational to an AI‑enabled CLM 
environment. Sensitive contract data is protected 
through role‑based access controls, least‑privilege 
principles, single sign‑on, and SCIM‑based 
provisioning, with encryption in transit and at rest and 
key management aligned to enterprise policies. PHI 
is safeguarded through data minimization, field‑level 
redaction, tenant or departmental segregation, and 
data‑residency controls. End‑to‑end auditability 
is maintained via clause lineage, version history, 
reviewer activity logs, and approval trails, supported 
by consistent retention and legal‑hold policies across 
repositories and backups.

Responsible AI helps further strengthen trust and 
compliance through human‑in‑the‑loop review 
for high‑risk clauses, confidence thresholds, and 

Governance, security, and interoperability

explainable, source‑linked outputs that reduce 
hallucinations. Continuous model monitoring, bias 
testing, governed change control, and clear escalation 
paths ensure AI‑assisted contract management 
remains transparent, reliable, and appropriate for 
regulated environments.

Interoperability completes the foundation. 
Bi‑directional APIs and event‑driven architectures 
enable seamless integration with ERP, EHR, CRM, 
procurement, e‑signature, and identity platforms, 
while synchronized master data ensures contract 
terms flow accurately downstream. Process 
orchestration automates activities such as purchase 
orders, payments, pricing updates, and renewals, with 
RPA used selectively to bridge legacy systems until 
native integrations are available.
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A clear ROI and business case framework is essential for guiding investment in AI‑driven CLM. 
The strongest value drivers can be grouped into three key areas.

Return on investment (ROI) & business case framework

Automation reduces contract cycle 
times and manual effort, enabling 

faster revenue recognition 
and freeing teams to focus on 

higher‑value work.

AI proactively identifies risky 
terms, tracks obligations, and 
enforces policy and regulatory 
compliance, reducing legal and 

financial exposure.

Conversational access to contract 
data enables organizations 

to maximize revenue, realize 
negotiated savings, avoid renewal 
leakage, and negotiate stronger 

terms based on historical insight.

Increased Efficiency and 
Speed to Contract

Enhanced Risk Mitigation 
and Compliance

Improved Commercial 
Performance

These benefits must be weighed against core cost components, including licensing, implementation, 
data migration and OCR, integrations, and change management. A practical ROI approach establishes a 
performance baseline such as cycle times, renewal misses, disputes, and outside counsel spend, then 
models benefits by contract volume. Time‑to‑value begins with high‑impact cohorts like payor, IT, or real 
estate contracts and is measured through KPIs including cycle time reduction, standardization rates, 
renewal accuracy, obligations closed, realized savings, and leakage prevented. 

Tip: a practical starting point is to focus on one or two high‑value cohorts before expanding more broadly. 

Implementing an AI driven CLM platform introduces several risks that should be actively managed 
through strong governance and technical controls. The table below outlines some key risks associated 
with implementing an AI‑driven CLM platform and the corresponding mitigation strategies to help 
ensure secure, reliable, and responsible deployment across the contracting ecosystem.

Risks & mitigations of AI driven CLM

Risk Mitigation

Data quality and OCR errors in 
legacy documents

Multi-pass OCR, human validation on low confidence fields, prioritized 
remediation of high value contracts

Overreliance on AI redlines Human in the loop on high-risk clauses; confidence thresholds; 
mandatory review gates

Security/privacy exposure
Role-based access control, encryption, data minimization, 
protected health information (PHI) redaction, zero trust access, 
comprehensive audit logs

Adoption drift or bias Periodic retraining, drift monitoring, bias testing, governed 
release management

Integration failures 
causing leakage

Event retries, dead letter queues, integration SLAs, 
reconciliation reports

Committed/locked-in vendor Contract termination assistance clauses
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The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. 
Although we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date 
it is received or that it will continue to be accurate in the future. No one should act upon such information without appropriate professional 
advice after a thorough examination of the particular situation.

© 2026 KPMG LLP, a Delaware limited liability partnership, and its subsidiaries are part of the KPMG global organization of independent 
member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. The KPMG 
name and logo are trademarks used under license by the independent member firms of the KPMG global organization. USCS040904-1A

Some or all of the services described herein may not be permissible 
for KPMG audit clients and their affiliates or related entities. 

Learn about us: kpmg.com

Tom Griffin
Principal,  
Advisory
KPMG LLP
thomasgriffin@kpmg.com

Albert Yu 
Principal, 
Advisory
KPMG LLP
albertsyu@kpmg.com

Conclusion

In today’s healthcare environment, 
contracts must evolve from static legal 
artifacts into intelligent, enterprise‑wide 
assets. AI‑driven CLM transforms contracts 
into governed, connected, and intelligent 
assets that actively support financial 
performance, compliance, and operational 
resilience. 
By unlocking contract data, automating risk‑
aware workflows, and embedding 
responsible AI practices, healthcare 
organizations gain real‑time insight and 
control across the full contract lifecycle. The 
result is improved execution, risk mitigations, 
and measurable ROI—delivered through a 
scalable foundation that integrates smoothly 
with the broader enterprise. For healthcare 
leaders, AI‑enabled CLM is not just a 
technology upgrade; it is a strategic 
capability for navigating the future with 
heightened confidence.
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