What is a Wholesale Buyers Term Sheet?

When you take an order for your product from a wholesale buyer you are entering into a contract of
sorts. Before placing an order the buyer will want to know “up-front” what your terms are. Many
small businesses include this information directly on their price sheet and on the back or bottom of
their order form.

The information normally included:
e Minimum Order Amounts
e Shipping Charges
e Payment Methods
e Delivery Schedule
e Return Policy/Guarantee
Minimum Order Amounts

A minimum order amount is the dollar amount or number of products that must be purchased
before you will take an order. It can be $75.00 or five or more of a certain product (it can even be
just one!). You decide what that number is because you are the one who must make sure that it is
worth your while to be selling wholesale in bulk rather than individually as retail.

Be aware that it is a standard in the industry to set a minimum as a wholesaler wants to make sure
that the buyer is buying the item for resale in a shop rather than just buying for personal use. The
purpose of selling wholesale is to sell to people who will reorder later on thus giving you a steady
supply of business.

At the show, make sure to have a sign displaying your minimum opening order so buyers don’t have
to ask. If you don’t have a minimum requirement, let buyers know that as well.

Shipping Charges

State your shipping options and charges/terms up front. Shipping charges become part of the
pricing consideration when wholesale buyers are making product decisions.

Industry standard for shipping is FOB (freight on board) which means that the shipping charges
include moving the shipment from your place of business to the buyer’s place of business. You can
just state this as “FOB your city or state.”



Payment Methods

Credit card payment has become the recommended way for small wholesale companies to take
payment because it maintains cash flow without the risk of losses.

A credit line is an example of “open account terms” and requires the buyer to pay within a certain
number of days of the invoice date (30 days is the norm). This can cut into your “cash-flow” so
unless you have sufficient cash available you should think long and hard before extending these
terms.

Prepayment

A “best practice” for small business is to require payment by credit card, or prepayment by
check for first-time orders.

If you require prepayment you have several options.
e Require the total amount due when the order is taken

e Require a 50% down-payment at the show with the balance due BEFORE the
product is shipped

e Split the payments into 3 or more with the last being before the product is shipped.

COD- Cash on Delivery

If your terms are COD it is best to require payment in cash or by certified check only.

Open-Account

After several reorders from an established customer, some sellers allow a 30-day “credit
line.”

Some buyers from larger businesses may be resistant to pre-payment terms as they often
must produce your invoice to their accounts payable office before a check can be written
and sent to you.

Because here are many methods of receiving payment, the one you choose should be the one that
helps you reduce your risk, maintains your cash flow, and helps you most effectively sell your
product and stay in business. Be open to negotiation.

Delivery Schedules

You and the buyer will have to agree on when you will ship the product. Remember, a wholesale
show is for taking orders that are then delivered at a later date. On your term card and order blank,
tell the buyer up front what the minimum wait time is before product can be shipped.

Return Policy/Guarantee

No one wants to think a customer won'’t be satisfied with their purchase. However, sometimes it
happens. The buyer will want to know upfront what your return policy and product guarantee will
be.








