
Members Purchases & Payments to Members & Suppliers


Our paying habits, individually and as a group, impact substantially on our image and reputation.  Members are expected to comply with this policy.

A) Purchases From Fellow Members

Our cost plus 10% practice is a tradition at IDI and a cornerstone of our organization.  While all members are encouraged to comply, it is understood that a handful will choose not to for a variety of reasons.

1. Members generally sell to each other on a cost plus maximum 10% basis.
2. Terms are net 10th MF.
3. Freight terms are fob shippers dock with no freight allowed.
4. Sometimes individual members do each other a favour and sell at cost plus 5% or at cost.  This is at the discretion of the individual member.
5. At all times invoices must be paid by 10th MF.  In group buy situations where one member bills the others, the terms of payment may be “net cash”.
6. Members will likely decide not to sell to another member if these payment terms are not adhered to.
7. In group buy situations where one member coordinates a buy for the group and the buying member bills the other members at the cost of the buy,  it is normal for the coordinating member to keep any cash terms for his own account.
8. Cost is defined as normal invoice cost plus any landing costs conservatively expressed for off-the-shelf-items.
9. Extra freight charges should be communicated to the buying member at the time of the order.
Special Notes

i)  Cost will not always simply be invoice cost landed.  Often it will include labour and other components i.e. as in the case of conveyor belting,  designed systems, etc.  Frequently it will be “normal” invoice price i.e. if a member buys a special quantity and receives a special price, the 10% on cost may not be off that special cost.  Rather it may be applied to the regular cost.

ii)  At all times members are encouraged to determine from other members how they do their pricing to other IDI members.
iii)  Members are free to decide their individual minimum invoice or minimum order charges.
iv)  “fob shippers dock no freight allowed” puts the responsibility for lost or damaged goods on the company that ordered and not on the shipping company.
IDI’s official policy is that members must pay each other on time as specified and failure to comply, unless specifically negotiated otherwise, will result in the account being put on credit hold or the right to buy terminated.
B.
Purchases From Trade and Overhead Vendors

1.     Cash Terms Offered

When a manufacturer offers competitive, financially beneficial cash terms and where purchases of consequence exist, members are expected to take cash terms and comply with the negotiated date e.g. 10th MF.  Attempting to stretch the date often results in the cancellation of the terms agreement by the supplier which is exactly the opposite of what we want to occur.

With partner vendors, members are encouraged to pay their account monthly and fully and have credits and debits follow in the next accounting period.  This benefit helps the vendor justify the cost of the terms extended.

Vendors justify extending cash terms on the basis of 3 component benefits:

a)  financial benefit

b)  simplified accounting
c)  distributor relations

2.     Cash Terms Not Offered

To be expected to pay in net 30 days,  as an example,  is not realistic.  Our official position is that we should be no worse than the supplier’s average days receivables outstanding (often 50 to 55 days) and in no case later than 60 days unless negotiated otherwise with the supplier, in advance.  More & more suppliers are letting delinquent members purchases count for rebate levels but are not paying rebates to slow payers i.e. people who typically run over 60 days.


C)
Payment of IDI Invoices

1.     All Invoices

All IDI invoices for all items including dues, meetings, seminars, warehouse purchases, special buys etc. are all part of our central pay program and are to be paid not later than 15TH MF.  Members are encouraged to transfer funds through our EFT system.

2.     Late Payment
Payment not received by 15TH MF will be subject to a late payment penalty.  See our “non-performance” charges for more information.

3.     Unpaid Invoices or Penalties

Any unpaid invoices or penalties will be deducted from rebates.
D)
Payment Complaints

Complaints must be in writing.  When such a written complaint is received:

1. A letter will be sent to the member involved signed by the Director of Finance of IDI asking for an explanation and an action plan to be received within two weeks.  The action plan is to be communicated directly to the other member or vendor involved with a copy to the Director of Finance of IDI.
2. Where a particular member receives numerous complaints the board of directors will be notified for appropriate action to be taken.
To repeat, we must be fiscally responsible.  The first rule of any buying group is to respect the payment terms of partner vendors and fellow members alike.

Summary

IDI members must be good financial partners and should operate in the upper quartile when compared to the paying habits of other distributors.  One of the major benefits we bring to the table is fiscal responsibility.


This policy does not deal fully with the details of our central pay and central guarantee programs which are covered elsewhere.
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