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March 17, 2005

Your Corporation

Your Corporation
Phone 123 456 7890

12345 Main Street
Telex 123 456 7890

Bellevue, WA 12345
Fax 123 456 7890

March 17, 2005
Mr. John Jones

XYZ Company

123 Test Drive

Goodyear, AZ 85338

Subject: Supplier Prices to XYZ Company

Dear John: 
Initial purchase orders are awarded as a result of shopping and negotiating for the lowest costs. Quality, service, and delivery promptness are factors we consider to measure total cost. Our company has an established policy so that we can make sure that the costs of subsequent orders to the same supplier are monitored and properly controlled. As one of our regular suppliers you are now asked to accept this policy as described here.

· No blanket price adjustments for the same fixed amount or percentage for every item will be accepted.

· Each item must be priced separately and any adjustments must show the old price as well as the new price. It is preferable to also show the annual quantity purchased and the total amount of the increase based on the old quantity along with the dollar percentage of any increase requested.

· Any request for a price increase should state the reasons the increase is necessary. Include documents that reflect any increased costs of raw materials or labor costs.

· The effective date for any increased prices should allow a minimum of 90 days after the buyer has agreed to accept the requested increases.

· No price increases are acceptable on existing open orders unless agreed to in writing by the authorized buyer.

· Price increase requests or any request to change terms and conditions should be made no more often than once a year and an appointment should be made well in advance with the authorized buyer to discuss the possibility of any price change.

We value you as a supplier and want you to be profitable, but you must remain competitive. As long as you are, we will continue doing business with you.

Sincerely, 
John Smith
Purchasing Manager

