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Embellished Activewear

Industry Standards

Electronic Documents – Purchase Order

Payment Terms 

DRAFT  July 11, 2002

Payment Terms

The payment terms field appears in the Purchase Order, Purchase Order Acknowledgement, and the Invoice.  We have agreed that the payment field will have four fields as shown in the table below.   

At the meeting in Chicago on May 15, and 16th, 2002, Wally Keiner, from Alpha Shirt said she wanted to check out whether the proposed standard for the payment terms field would work in all situations.  Wally is the Accounts Payable Manager at Alpha Shirt Company.  Wally is responsible for managing the payment to the mills.  She has more than three years of experience in this area.



Field



Description



          




	1
	Payment Terms Discount Offered
	Percentage discount off invoice if paid on or before number of days from invoice date. e.g. 2.0% shown as 2.0
	2.0

	2
	Payment Terms - Days 
	Number of days from invoice date, distributor can take a discount if paid on or before.
	10

	3
	Payment due in number of days without discount
	Payment without discount is due in this number of days, e.g. 30 days.
	30

	4
	Literal of Payment terms
	literal stating payment terms e.g. 2%, 10 days, net 30; can also be used for special situations such as payment due "August 31, 2002"
	2%, 10 days, net 30


After considerable research, Wally said she agrees with the standards for the payment terms field, with one exception.  She recommends that there be a new field added to the purchase order document to cover flat dollar discounts on a purchase order.  

Wally provides us with information about a variety of payment terms that she has seen for purchase of merchandise from different mills.  These include:

Purchase Order Payment Terms

Situation





Solution

	1.  Dollars and Cents off per dozen
	1.  Change the net / net price in the purchase order

	2.  % off of invoice not necessarily based on the payment date
	2. Can either change the net /net price field, or use payment terms % discount field.

	3.  Payment due on a specific date
	3.  Use the literal field.  Payment due August 1, 2002 

	4.  net 30 or 45 or 60
	4.  Use the payment fields.  If there is no discount for early payment, put a “0” in the % field, and a “0” in the days field.   

	5.  Due date dependent on the ship-date
	5.  In some cases the mills agree that payment need not take place until a specific date, if shipment for goods can take place by a specific date.  This happens, for example, when a mill wants to ship winter merchandise in the summer.  If we can ship you this merchandise by June 1, XX payment will not be due until December 1, XX.  In this case use the literal field to state the payment due date, same as #3.  Use the expected ship date field (eg.  June 1, XX) and the sales requirements field to indicate you will accept shipment on or before the expected ship date.

	6.  Due date always on a month end
	6.  Same as #3.  State month end date in the literal field.

	7.  Dollars and Cents off an Invoice
	7.  In some situations a mill will offer a flat amount off an invoice.  E.g. $500.  We need to have a field in the trailer section of the PO document which the distributor can use to show flat dollar additions, or reductions to the purchase order amount.  
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