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1. Purpose
This policy governs how Zava DIY reduces retail prices below full ticket, whether to drive promotional volume, clear seasonal inventory, or exit a product. Markdowns are the single largest controllable influence on gross margin at Zava DIY. The purpose of this policy is not to discourage markdowns — it is to make sure every dollar of margin given away is given away deliberately, by someone accountable for the result, and early enough to work.
2. Scope
This policy applies to every price reduction taken against a product in the Zava DIY assortment, in any channel, including store-level clearance, chain-wide promotional events, digital-only offers, and end-of-season liquidation. It applies equally to events set in the seasonal plan and to events approved during a quarter, including inventory-driven clearance. Vendor-funded promotions are in scope; the vendor funding is recorded separately and does not change the approval required.
3. Definitions
· Markdown rate — total markdown dollars taken in a period as a percentage of gross sales at full retail for the same products and period.
· Planned event — a promotional event approved as part of the seasonal merchandising calendar, signed off before the quarter opens.
· In-quarter event — any promotional or clearance event approved after the quarter has opened, including events added to move inventory that is running above its weeks-of-supply target.
· Clearance — a permanent reduction taken with the intent of selling through remaining units of a product Zava DIY is exiting, or of a seasonal product past its selling window.
4. Approval thresholds
Approval is determined by the markdown rate of the event, measured across the products included in it. Approval must be recorded in the merchandising planning system before the event goes live; retrospective approval is not permitted.
	Markdown rate of the event
	Approval required
	Minimum lead time before launch

	10% or less
	Store manager (single store) or category manager (multi-store)
	3 business days

	Above 10% and up to 15%
	Category manager, with Finance notified
	5 business days

	Above 15%
	VP Merchandising, in writing, with a margin recovery plan attached
	10 business days


A category may not exceed a 12% markdown rate for a full quarter without written approval from the VP Merchandising, regardless of how the individual events within that quarter were approved. This ceiling exists to prevent a sequence of individually compliant events from producing a non-compliant quarter.
5. In-quarter events
In-quarter events carry additional requirements because they sit outside the seasonal plan and are, by definition, a response to something that did not go as forecast.
· No category may run more than two in-quarter events in a single quarter without written approval from the VP Merchandising.
· Every in-quarter event requires a written statement of the condition that triggered it — typically an inventory position, a competitive response, or a sell-through shortfall — recorded with the approval.
· Where the trigger is an inventory position, the request must include current weeks of supply, the target, and the expected weeks of supply after the event.
6. Seasonal clearance
Seasonal categories should begin planned clearance no later than four weeks before the close of their selling window. For Garden & Outdoor in the Washington market, the selling window closes at the end of August; clearance beginning after that point routinely requires markdown depth above 20% to move the same units, and the margin outcome is materially worse than the same action taken in July. Buying and category management are jointly accountable for initiating seasonal clearance on time.
7. Exceptions and escalation
Exceptions to any threshold in Section 4 require written approval from the VP Merchandising and the Chief Financial Officer. Requests are submitted through the merchandising planning system and are reviewed within three business days. A store facing a documented competitive event in its local market may request a standing exception for a defined period of up to one quarter.
8. Compliance review
Merchandising Analytics reviews markdown compliance quarterly and reports exceptions to the Retail Operations leadership team as part of the quarterly business review. The review covers markdown rate against plan by category, the count of in-quarter events, and any category that breached the 12% quarterly ceiling. Categories in breach are required to submit a margin recovery plan for the following quarter.
Zava DIY is a fictional company. This document is synthetic and was created for Microsoft training and demonstration purposes only.
Zava DIY Merchandising Policy MP-04 · Page 1 of 1
