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1 Step 2. Calculate the single equivalent discount.
single equivalent discount = | — Net price tactor

Single equivalent discount = | ~ .5985 = 4015

vore: 40.15% is the single equivalent discount of the series 30%, 10%. and 5%

! step 3. Calculate the amount of the trade discount.

Trade discount = List price X Single equivalent discount
Trade discount = 10.000 X 4015 = $4.015

TRYITEXERCISES

The Ruinb::)w Apphance Cent_er purchased an order of dishwashers and ovens listing for $36,800.
| The manutacturer allows Rainbow a series of trade discounts of 25/15/10. What are the single
- equivalent discount and the amount of the trade discount?

CHECK YOUR ANSWERS WITH THE SOLUTIONS ON PAGE 225.

REVIEW EXERCISES SECTI(

Calculate the following net price factors and net prices. For convenience, round
net price factors to five decimal places when necessary.

List Price Trade Discount Rates Net Price Factor Net Price
1. $360.00 12/10 792 $285.12
2. 425.80 18/15/5
3 81.75 20/10/10
4. 979.20 15/10/5
5. 7.25 25/15/10 o
6. 39 20/9/8 ) h

Calculate the following net price factors and single equivalent discounts. Round

to five places when necessary.

Trade Single
Discount Net Price Equivalent
_ Rates Factor Discount
AP = - = — SR
*’g 7. 15/10 ;76§ 23D
8. 20/15/12
9. 25/15/7 | ,
10. 30/5/5 -

11. 35/15/7.5 _ -
net price factors to five decimal places

Complete the following table. Round
when necessary.

Trade Sif'glle g
' t Net Price Equivalent | rade |
List Price DE;(:;H Factor _ ~ Discount Discount __Net Price
12. $7r800.60 i 1-5/5;5 76713 23287 $1,816.39 $5,983.601
13.1,200.00 20/15/7 B o B
14, 560.70 25/15/5 T —— e
15.  883.50  18/12/9 o o I —
6. 489  12/10/10 o S D —

I7. 2,874.95 30/20/5.5 - e
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Danel Acker/Bloomberg via Getty Images

satellite radio, also called digital radio,
receives radio signals broadcast from a
network of satellites more than 22,000
miles above the earth. Sirius XM Radio, Inc.,

provides satellite radio services in the United 93

States and Canada. In 2009, Sirius XM Radio
had more than 19 million subscribers and
revenues totaling $2.42 billion.

The company ofters a programming
lineup of 117 channels to subscribers, which

include 63 channeis of commercial-free
music and 54 channels of sports, news, talk,
entertainment, and traffic and weather.

Source: www . highspeedsat.com,
WWW.SITIUSXmM.COm

. Legacy Designs places an order for

-
b

CHAPYER 7 * INVOICES, TRADE DISCOUNTS, AND CASH DISCQUNIS »

What is the net price factor of a 15/10 series of trade discounts?

What is the net price factor of a 35/15/10 series of discounts?

Kidzstuff.com ordered toys, games, and videos from a vendor. The order had a list prige

of $10.300 less trade discounts of 25/15/12.

2. What is the net price factor?

b. What is the net price of the order?

furniture listing for $90,500 less trade discounts of

2312100,

2. What is the net price factor?
b. What is the net price of the order?”

Audio Giant received an order of Sirius XM satellite radios listing for $9,500 with

trade discounts of 25/13/8.

a. What is the net price factor?
b. What is the single equivalent discount?

c. What is the amount of the trade discount?

d. What is the net price of the order?

The Speedy Auto Service Center can buy auto parts from Southeast Auto Supply at 4
series discount of 20/15/5 and from Northwest Auto Supply for 25/10/8.

a. Which auto parts supplier offers a better discount to Speedy”?

b. If Speedy ordgrs $15,000 in parts at list price per month, how much will it save in
year by choosing the lower-priced supplier?

24. LaFiesta Market buys merchandise from B. G. Distributors with a series discount of 35/157

a. What is the single equivalent discount?

b. j .
What is the amount of the trade discount on an order with a list price of $5,700
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h. As a result of

vidtown Market received the following |
of canned peaches listing at $26.80 per

$12.50 per case,

. What is the total list price of this order?

h. What is the amount of the trade discount?

c. What is the net price of the order?

Shoppe-r's Mart purchase.d the following items. Calculate the extended total after the
rade discounts for each line, the invoice subtotal, and the invoice total.

Trade Extended
Quantity _ Unit Merchandise Unit List  Discounts Total
150 ea. Blenders $59.95 20/15/15
400 ea.  Toasters $3988  20/10/10
|8 doz. Coffee Mills $244.30 30/9/7
12 doz. Juicers $460.00 25/10/5 )

[nvoice subtotal

Extra 5% % volume discount on total order

Invoice total

e

Referring back to Exercise 26, you have just been hired as the buyf::r for the kitch_en divi-
sion of Shopper’s Mart, a general merchandise retailer. After looking over the discounts

offered to the previous buyer by the vendor, you decide to ask for better discounts.
After negotiating with the vendor’s salesperson, you now cal buy blenders at trade

discounts of 20/20/15 and juicers at 15/15/10. In addition, the vendor has increased

; 1
the volume discount to 6-?-_—%.

saved with your n€w discounts based on the quantities

2. How much would have beer.l
of the previous order (Exercise 26)”

dditional discount of 29%

. has offered an 2 _
your negotiation®. the vendor the usual 30

due if the ‘voice is paid within 15 days instead of

ount T G
of the total am e - ount f this discount?

days. What would b

Photo by Robert Brechner

<03
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The Pharmacy and Drug Store Industry
in the United States retails a range of
prescription and over-the-counter products.
These include medicines; apothecaries;
health and beauty items such as vitamin
supplements, cosmetics, and toiletries; and
photo processing services. According to the
National Association of chain drugstores,
n 2009, the drugstore industry generated
revenue of over $200 billion.

Top U.S. drug retailers include Rite Aid,
CVS, Target, Kmart, Kroger, Safeway, Duane
Reade, Supervalu, Walgreens, and Walmart.
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of its bankruptey reorganization, General Motors discontinueq gy,

N roorams designed to reduce ip.
Pontiac and Saturn models. One of the GM incentive pr & for each if these veh: lln‘en-
SE hese models wils a $7.000 extra dealer incentive 101 » ICles thy,
tory of thesc ~

the dealer moved into its rental or si:erw_ce fleets.
As the accountant for a dealership wit

- asked you to calculat ‘ . | : Jini _
. | . rice (list price) of these remaining vehicleg ,,
. 19 If the average sticker p
from GM is 18%.

your dealership is $23.500, calculate the following.
. discount, including the incentive?

28, In 2009, as par

q. What 1s the amount of the trade

b. What is the trade discount rate? Round to the nearest tenth of a percent.

. . 2 g 4'?
« What is the net price (invoice price) to your dealership’

<old from the fleets at $1,000 over “invoice” (net price), wha

-ars were then : :
S he consumer based on the list price? Round to the

is the total percentage savings to t
nearest tenth of a percent.

these incentive prices reflect extraordinary discounts to the
should a consumer consider before purchasing a “dis-

e. (Optional) Although
consumer. what other factors

continued’”” brand of vehicle?

CASH DISCOUNTS AND TERMS OF SALE

7

:

As merchandise physically arrives at the buyer’s back door, the invoice ordinarily arrives

terms of sale The details of when an by mail through the front door. Today more and more arrive by e-mail. What happens next’
invoice must be paid and if a cash discount is ~ The 1nvoice has a section entitled terms of sale. The terms of sale are the details of when the

{ being offered. invoice must be paid and whether any additional discounts will be offered.

I credit period The time period that the Commonly, manufacturers allow wholesalers and retailers 30 days or even longer to pay
seller allows the buyer to pay an invoice. the bill. In certain industries, the time period is as much as 60 or 90 days. This 1s known
net date, or due date The last day of the a5 the credit period. This gives the buyer time to unpack and check the order and. more

3 credit period. impf)rtant, begin selling the merchandise. This credit period clearly gives the wholesaler and

’ cash dISEBIRY An mdradiscount offered ret_aller an advantage. They can generate revenue by selling merchandise that they have not

| by the seller as an incentive for early paid for yet.
payment of an invoice. T'o encourage them to pay the bill earlier than the net date, or due date. sellers fre-

quently offer buyers an optional extra discount over and above the trade discounts. This i

i invoice date The date an invoice is K b d C | |
written. The beginning of the discount and nown as a cash discount. Cash discounts are an extra few percent offered as an incentive

credit periods when ordinary dating is used.  for early payment of the invoice, usually within 10 to 15 days after the invoice date. This

1s known as the cash discount period. The last date for a buyer to take advantage of a cash

" cash discount period The time period . . _
| Pe il discount is known as the discount date.

@ in which a buyer can take advantage of the
cash discount.

discount date The last day of the discount
period.

\.__\.‘

h a number of these vehicles left in stock, yq,
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\d sellers benefit from cash discounts. Sellers get their money much sooner,

an additional discount, which lowers cash discounts are so important 1o
wholesalers” and retailers’ “profit

i oth buyers al
mproves their cash flow. whereas buvers get

~handise cost, thereby raising their margin or 2ross profit.

|

! 3
i it
1| %
y .

picture” that frequently they borrow

hett Me
ysh discounts generally range from an extra 1% to 5% off the net price of the merchan- _
1% to 5% discount may not seem significant, but it is. Let’s say that an invoice 1s due the money o & ’?O;t”t'm; Zam wt
U _ . . g . ntage of the cash giscount
- 1() days: however, d distributor would like payment sooner. [t might offer the retatler a cash e ac:u:his ?:mcedure is covered in
i « s it o i ’ ' savings.
N : . ? r . ¢ TRV » af e : T i b » ’ "
ccount of 2% if the bill is paid within 10 days rather than 30 days. If the retailer chooses Chapter 10, “Simple Interest.

ke the cash discount, he or she must pay the bill by the 10th day after the date of the
oice. Note that this is 20 days earlier than the due date. The retailer is therelore receiving
o, discount for paying the bill 20 days early.
e logic: There are 18.25 twenty-day periods in a year (365 days divided by 20 days).
multiplying the 2% discount by the 18.25 periods, we see that on a yearly basis, 2% cash
an theoretically amount to 36.5%. Very significant!

) §

Hscounts €

B ] A i IR TR SRR DB A A S DR

~ ~ALCULATING CASH DISCOUNTS AND NET AMOUNT DUE

(ash discounts arc offered in the terms of sale. A transaction with no cash discount would
have terms of sale of net 30, for example. This means the net amount of the invoice 1s due | i
30 days. If a cash discount is offered, the terms of sale would be written as 2/10, n/30. This Feta:"ct'“n:r T?t”'t;j:'f’::1:“: OF FIIRy the
means a 2% cash discount may be taken if the invoice is paid within 10 days: if not, the net et oo g

unt is due in 30 days. (See Exhibit 7-4.)
Exhibit 7-5 shows a time line of the discount period and credit period on an invoice dated
October 15. The 2/10, n/30 terms of sale stipulate a cash discount if the bill is paid within 10
days. If not, the halance is due in 30 days. As you can see, the cash discount period runs for
10 days from the invoice date, October 15 to October 25. The credit period, 30 days, extends

. the invoice date through November 14.
Sometimes two cash discounts are offered,
-ash discount is offered if the invoice 1s paid with
is paid within 23 days, with the net amount due in 60 days.

Cash discounts cannot be taken on shipping charges or returned goods, only on the net
price of the merchandise. If shipping charges are included in the amount of an invoice,
they must be <ubtracted before the cash discount is taken. After the cash discount has been

deducted. the shipping charges are added back to get the invoice total.

aImi

fron

such as 3/15, 1/25, n/60. This means a 3%
in 15 days, a 1% cash discount if the Invoice

Terms of Sale

Terms of Sale

% Cash
Discount

Terms of Sale Time Line

2/10, n/30 Terms of Sale

invoice | Discount
Date | Date

|«Cash Discount Period >
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n’t pa
«Qur terms are net 30 days. If you _‘:;: a nl; t!s’,’
after 30 days, we come after you wi
‘ ]
- , , those goods wil
[f arrivine merchandise is damaged or is not what was ordered g | be
. & ‘ d goods must also be subtracted from the :
returned to the vendor. The amount of the returned g *
amount of the invoice. They are no longer a part of the transaction.
a STEPS TO CALCULATE CASH DISCOUNT AND NET AMOUNT DUE
T STEP 1. Calculate the amount of the cash discount by multiplying the cash discount !
':? rate by the net price of the merchandise. .
% bbb KA s ’ Cash discount = Net price X Cash discount rate
‘::f E__ . -_'_'l;. '- _: e ""‘*“‘_;;; 5 f- Eh. | :I | | ‘
jmwireamwmmt‘ | STEP 2. Calculate the net amount due by subtracting the amount of the cash discount :
< taldéAy shipping ¢ 1arges, it-any, acall from the net price. E
MREEE TR W AT -’fﬁ RN S -
Net amount due = Net price — Cash discount ;
Note: As with trade discounts, buyers are frequently more interested in the net amount '
: due than the amount of the discount. When that is the case, we can simplify the
calculation by using the complement method to determine the net amount due. ;
i

Net amount due = Net price(100% — Cash discount rate)

"'\-*"". e =

Cash discount = Net price X Cash discount rate

Cash discount = 16,000 x 02 = $320
Net amount due =

Net price — Cash discount

Net amount dye = 16,000 — 320 = $15 680
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TRYITEXERCISES

\ gt Plumbung ordered sinks from g Sup

plier. The sinks had a net price of $8.300 and terms of

e of V15, 045 What s the amou
nt of the cash discount?
[ pand by the 15th day? + Whatis the net amount due if the bill

Y O U '
QUR ANSWERS WITH THE SOLUTIONS ON PAGE 225

CALCULATING NET AMOUNT DUE, WI
GIVEN FOR PARTIAL PAYMENT H CREDIT

Mg ly s
SRy S
I - 2 A
e r F :
_-"' t
i ¥
= i .

Sometimes buyers do not have all the money needed to take advantage of the cash discount.
Manutacturers and suppliers usually allow them to pay part of the invoice by the discount

t‘lfu; jnd the b:ﬂa;.te oy t_he ?nd _Di the credit period. This partial payment earns parttal  partial payment When s portion ot the
cash discount credit. In this situation, we must calculate how much partial payment credit  nvoice s paid within the discount pernod

is oIven.
——— S TR o : o . partial payment credit The amount of
Here 1s how 1t works: Assume a cash discount of 4/15, n/45 is offered to a retailer. A 4% the invoice pard off by the partial payment

cash discount means that the retailer will pay 96% of the bill (100% — 4%) and receive 100%
credit. Another way to look at it is that every $0.96 paid toward the invoice earns $1.00 credit.
We must determine how many $0.96s are in the partial payment. This will tell us how many
$1.00s of credit we receive.

STEPS TO CALCULATE PARTIAL PAYMENT CREDIT AND NET
AMOUNT DUE

STEP 1. Calculate the amount of credit given for a partial payment by dividing the
f_ partial payment by the complement of the cash discount rate.

r | _ _ Partial payment
f Partial payment credit = 7o67="F; chdiscount rate

STEP 2. Calculate the net amount due by subtracting the partial payment credit from

the net price.

IE . Net amount due = Net price — Partial payment credit

CALCULATING NET AMOUNT DUE:. - - o

EXRMPLE 10 AFTER A PARTIAL PAYMENT *+ EReER AL 6T

n of children’s shoe stores, receives an invoice from a tennis

60. The net price of
september 3 with terms of 3/20, n/
shoe manufacture! O aop, ts to send a partial payment of $10,000 by

the order is $36,700. Happy Feet wan
the discount date and the balance O date. How much credit d:es I:a;:ﬁz
Feet get for the partial payment What is the remaining net amount due to

manufacturer?

 SOLUTIONSTRATEGY

Partial payment
Partial payment credit = 7506 — Case discount rate
10000 _ 10000 $10,309.28

00% — 3% e
_ Partial payment credit

10.309.28 = $20.390.72

Happy Feet, a chai

b O i JECTE P L - TR R BT Tl o T wl "ms A

L L L T 5y B P A T el e e
'

Partial payment credit

Net amount due = Net price

Net amount due = $36.700.00 — %




TRY?TBXERCISE 10

dees $45.300 in baseball gloves from Spauldiflg on May S. Spay ding
e partial payment of $20.000 on the discount date, how Much
ent? What is the net amount still due on the order?

" v purch
All Pro Sports Center p _
ows 415, n/45. 1t All Pro sel.'lds
. aiven for the partial paym

al
credit will be

TH THE SOLUTIONS ON PAGE 2,4

CHECK Yy O UR ANSWERS WI

NG DISCOUNT DATE AND NET DATE BY

us TERMS OF SALE DATING METHODS

DETERMINI
USING VARIO

To determine the discount date and net date of an invoice, you must know how many days
( .

| 3 Cﬂlendar.
are in eaCh m()nth Or use d - |
I;U”(}W'iﬂ“ are WO Comlnorlly USed memﬂry dEVlCES 1O help YOU rcime ber hOW many

= ¢ mem

days are in each month. Remember, in a leap year, February has 29 days. Leap years fy)

; VIS d are the years of
every four years. They are the only years evenly divisible by 4 and a y our neyf

presidential elections (2012, 2016).

f iy —lllie

Y ' Gy T
Apr. June - P Nov.

Feb. / - N

"
-

Another way to find these dates is to use the days-in-a-year calendar shown in Exhibit 7-6.

In Chapter 10, you will be able to use this calendar again to find future dates and calculate the
number of days of a loan.

z STEP TO FINDING A FUTURE DATE USING

A DAYS-IN-A-YEAR CALENDAR
- STEP 1. Find the “day number” of the starting date. :
. Note: In leap years, add 1 to the day numbers beginning with March 1. F

~ STEP 2. Add the number of days of the discount or credit period to that day number.

, Note: If the new day number is over 365, subtract 365. This means the future date is it |
the next year. ,

- STEP 3. Find the date by looking up the new day number from Step 2.

EXAMPLELL fapgsr  am

If an invoice dated April 14 is due in 75 days, what is the net date?




215

SOLUTIONSTRATEGY

Step o From the calendar, April 14 is day number 104
Step 2. 104+ 75 = 179 . |

Step 3. From the calendar, day number 179 js June 28

TRYITEXERCISE] 1

1> & 18-y avEL- M Days-In-A-Year Calendar

Da} of | ‘ N R — T _—— e -
- month | Jan. Feb. | Mar. J Aprf | MaL June | Ju_!! Aug. | Sept. Oct. Nov. | Dec.
1 1 32 60 91 | 121 152 182 | 213 | 248 | 27 ) 305 | 335
2 : 30 61 |92 | 122 | 153 | 183 | 214 | 245 | 275 | 308 | 336 -
3 3 34 62 93 | 123 154 184 215 246 | 276 307 337
4 4 35 | 63 94 | 124 | 155 185 216 | 247 | 277 | 308 | 338
5 1 = 36 64 | 95 125 | 156 186 217 | 248 | 278 | 309 | 339
6 6 37 65 | 96 | 126 1 157 ] 187 218 243 | 279 I 310 | 340
7 7 ] 38 | 66 97 127 | 158 | 188 | 219 250 [ 280 | 311 | 341
8 8 39 67 | 98 128 | 159 189 | 220 | 251 | 28 312 | 342
9 | 9 40 68 99 129 | 160 | 190 | 221 252 | 282 | 313 343
10 | 10 | 41 | 69 | 100 | 130 | 161 | o1 | 222 253 _l 283 | 314 | 344
11 11 42 70 | 101 | 131 162 | 192 223 | 254 | 284 | 315 345
12 12 a3 | 7 102 | 132 | 163 | 193 | 224 | 255 | 285 | 316 | 346 1
13 | 13 44 72 | 103 | 133 | 164 | 194 | 225 | 256 | 286 * 317 | 347 lk
14 14 45 73 104 134 | 165 195 226 | 257 287 | 318 348
15 15 46 74 105 | 135 166 l 196 | 227 J[ 258 | 288 | 319 | 349
16 6 | 47 | 75 | 106 | 136 l 167 | 197 | 228 | 259 | 289 | 320 | 350
17 17 48 | 76 107 | 137 | 168 | 198 | 229 | 260 | 290 | 321 | 351
18 18 | 49 17 108 | 138 | 169 | 199 230 | 261 ‘ 291 322 | 352
19 | 19 | s0 | 78 109 139 | 170 zoo_l 231 | 262 292 323 | 353
20 | 20 | 51| 79 | 110 | 140 171 | 201 232 | 263 | 293 | 24 | 354
21 21 52 80 11| 141 172 | 202 | 233 264 ‘ 294 | 325 355 -
59 22 | 53 81 112 142 | 173 | 203 | 234 | 265 295 | 326 | 356
73 I 53 54 ! g2 | 113 143 | 174 204 | 235 | 266 296 327 | 357
2w | 4 c5 | 83 114 144 | 175 205 236 | 267 297 | 328 | 358
s | 2 | st s | s | e | o6 | g | ase
- 2 | 57 | 8 | 16 146 | 177 | 207 | 238 | 269
7 | 97 -3 gg | 117 | 147 | 178 | 208 | 239 270
| | 118 148 | 179 209 | 240 | 271
28 p 28 l ch | 87 | | | | 24-] 272
29 | 29 gg | 119 | 149 180} 210
; 0 | a | ” 120 150 | 181 211 242 273
o - - ‘ - 212 | 243
31 | 31 0 | -

. During the next leap years ;012 and 2016, add 1 to the day numbers beginning with March 1.
. During the ne , _ L RVARART RN
Tlﬁﬁ,;i,,['--,_a : - _,; ) e S ; v W TS MY

Ty - . al o e . L
* #t:' '-;.' I 1o ;_,i_l’llﬂl o R N e
¥ -rrﬂi 1 -
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ordinary dating When the discount
neriod and credit period start on the invoice

date.

EOM dating End-of-month dating.
Depending on invoice date, terms of sale
start at the end of the month of the invoice
or the end of the following month.

proximo, or prox Another name for EOM
dating. Means “in the following month.”

CHAPTER 7 ° INVUILES, TRALUL VISR 77 = ieame R

ORDINARY DATING - o
: ' te of the 1nvoice, thi
When the discount period and the credit period start on the date o S 15 knoyy

) . : mon method of dating the terms of sale. The Jag
o ordinay datm%f Itthi (.t:l;:hn:i(;z(t:;?:: the discount date, is found by adfling - numbe:-l 2?
i ta]‘je advaj.]tage « period to the date of the invoice. For example, to receive a cash discoyy,
days In { e (1'150:1) ]Ii?ofember 2 with terms of 2/10, n/30 should be paid no ]a!:cr - Novembe;
an invoice (lljdetfg + 10 days). The last day to pay the invoice, the net date, 1s found by adding
tlhge(ii;r; of days in the credit period to the invoice date. With t;rms c:)ft 2/ 10,.t ;1/30 the ney
iate would be December 8 (November 8 + 30 days). If the buyer does not pay the bill by e

net date. the seller may 1mpose a penalty charge for late payment.

AccuCare Pharmacy receives an invoice dated August 19 from Bristol Drug
Wholesalers for merchandise. The terms of sale are 3/10, n/45. If AccuCare elects
to take the cash discount, what is the discount date? If AccuCare does not take the

cash discount, what is the net date?

) SOLUTIONSTRATEGY

Find the discount date by adding the number of days in the discount period to the date of the
Invoice.

Discount date = August 19 + 10 days = August 29

[f the discount is not taken, find the net date by adding the number of days in the credit period to
the invoice date.

August 19 + 45 days = 12 days left in August (31 — 19)

+ 30 days in September
+ 3 days in October

45 days
The net date, the 45th day, is October 3.

) TRYITEXERCISE 12

Great Impressions Printing buys ink and paper from a su

1S June 11. If the terms of sale are 4/10, n/60, what
invoice?

pphier. The invoice date of the purchase
are the discount date and the net date of the

CHECK YOQUR ANSWERS WITH THE SOLUTIONS ON PAGE 226.

EOM OR PROXIMO DATING

EOM dating, or end-of-
month of the invoice. :
means “in the Fitiooviny Mot Eor o ting method is proximo. or prox. Proximo
a 2% cash discount will be allow Xample, 2/10 EOM, or 2/10 proximo, means that

of the invoice. This ed if the bill is paid 10 days after the end of the month

. s the case for an INVoi
If an invoice is dated after - Y Invoice dated from the Ist to the 25th of a month.

the following month. Unless o
discount date.

QLDUN T! V’

iy ﬁ-'l"_‘h.?‘“’h‘-hn.-

N -2
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G EOm
; NG

g ns the shipping manager for World Imports, answer the following quest;
__ | ons.
. What are the discount date and the net date of ap in

Voice dated March 3 with terms of

3/15 EOM?
Voice dated March 27

With terms of 3/15 EOM?

v What are the discount date ang the net date of an in

date on terms of 3/15 EOM woy]
date would be 20 days later

Discount date =

IS days atter the end of March =
Net date = April 15 + 2 days =

May s
b. Because the invoice date i after the

Agrll 15

terms
g the invoice month. The pet

b. What are the discount date and the net date of an invoice dated November 27 with terms of
3/15 EOM?

CHECK YOUR ANSWERS WITH THE SOLUTIONS ON PAGE 226

ROG DATING

~ Receipt of goods dating, or ROG d

long. such as with special or custom orders. When ROG datin gis

the day the goods are recerved at the buyer’s location. With this
have to pay for the merchandise before it g

the net date is 20 days after the d

ating, is a common method used when shipping times are ROG dating Recetpt of goods dating
used, the terms of sale begin  Terms of sale begin on the date the goods

method, the buyer does not ~ @re received by the buyer,

Irives. An example would be 2/10 ROG. A usual,
iIscount date.

In this Case, the dis
Will be 20 days afte

count period starts on August 16, the date the shipment arrives.

The net date
r the discount date.

Discount date = August 16 + 15 days = August 31
Net date = August 31 + 20 days = September 20

TRYITEXERCISE14

What are the discount date and the net date of an invoice dated October 11 if the shipment arrives
" December 29 and the termes are 2/20 ROG?

CHecy YOUR ANSWERS WITH THE SOLUTIONS ON PAGE 226

k
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Section I;: The Invoice

Reading and Understanding the
Parts of an Invoice

Performance Objective 7-1,
Page 192

Extending and Totaling an Invoice

Performance Objective 7-2,
Page 195

; Section II: Trade Discounts—Single

Calculating the Amount of a Single
Trade Discount

Performance Objective 7-3,
Page 199

The Invoice

Extended total = Number of items > Cost per item

Trade Discounts—Single

Trade discount = List price X Trade discount rate

List price — Trade discount

Net price =
— Trade discount rate)

Net price = List price(100%

Trade discount
List price

Trade discount ralc =

Trade Discounts—Series

= List price X Net price factor

Net price =
Single equivalent discount = 1 — Net price factor

Trade discount = List price X Single equivalent discount

Cash Discounts and Terms of Sale
Net price(100% — Cash discount rate)

CHAPTER SUMMARY

Net amount due =

. dit = Partial payment calct
Partial payment credit = 766, Cash discount rate AmMO
. . : int
Net amount due = Net price — Partial payment credit ystm
Perfc
Page

Important Concepts Hiustrative Examples g
Refer to Exhibits 7-1, 7-2, and 7-3. 5 $:;j

3
[ Price
| Perf
Pag

E-“Itf‘“dl‘d amo_unt = The Great Subversion, a sandwich shop, i
Number of items X ('ost per item ordered 25 1b of ham at $3.69 per pound and | Calc
Invoice subtotal = 221b of C.heese at $4.25 per pound. There 1s a . Trac
Total of extended amount column ?7 3 Ohdelivery charge. Extend each item and : Equ

ind the invoi invoi . :
o tofal — voice subtotal and invoice total. ; S
Invoice subtotal + Other charges 25X 3.69= 9225 Ham p:g
22 X 425 = 9350 Cheese

Tradefdlscoums are reductions from the
manutacturer's list price given to businesses

in the trade for the performance of vario
marketing functions. -

Trade discount =
: List price x Trade discount rate

185.75 Subtotal
+ 7.50 Delivery
$193.25 Invoice total

Hustrative Examples

S‘fungllass King ordered merchandise with a
list price of $12,700 from a manufacturer.
Because it is in the trade, Sunglass King g€t
a 35% trade discount. What is the amount of
the trade discount?

Trade discount = 12,700 X .35 = *thfi-}é




.ting Net Price by Using
1* v oa ) .
.t price Factor, Complement

calculating Trade Discount Rate
when List Price and Net Price Are

Trade Discounts—Series

Section HI:

calculating Net Price and the

amount of a Trade Discount by
Using a Series of Trade Discounts

performance Objective 7-6,
page 204

calculating Net Price of a Series of
Trade Discounts by Using the Net
price Factor, Complement Method

performance Objective 7-7,
Page 205

Calculating the Amount of a
Trade Discount by Using a Single
Equivalent Discount

Performance Objective 7-8,
Page 206

Section IV: Cash Discounts and Terms of Sale .

Net - Terms of

Calculating Cash Discounts and
Amount Due

Performance Objective 7-9;
Page 211

Important Concepts

Net price factor =
0% — Trade discount rate

Net price =
List pricec100% -~ Trade discount rate)

Trade discount rate = | Fade discount
List price

Important Concepts Ilustrative Examples

Net price is found by taking each trade
discount in the series from the succeeding net
price until all discounts have been deducted.

Trade discount = List price — Net price

‘Net price factor is found by subtracting each
trade discount rate from 100% (complement)
and multiplying these complements together.

Net price = List price X Net price factor

Single equivalent discount =
1 — Net price factor

Trade discount =
List price X Single equivalent discount

sale specify when an invoice must

d if a cash discount is offered.

be paid an
R discount offered by

Cash discount is an extra
the seller as an incentive

an invoice.

Cash discount =

Net price X (ash discount ratc

Net amount due =
Net price — Cash discount

for early payment of

llustrative Examples

From the previous problem, use the net price
factor to find the net price of the order for

Sunglass King.
Net price = 12,700(100% ~ 35%)
Net price = 12,700 X .65 = $8,253

Cycle World Bike Shop orders merchandise
listing for $5,300 from Schwinn. The net
price of the order is $3,200, What is the trade

discount rate”?

Trade discount = 5.300 — 3,200 = $2.100

2,100
5,300

Trade discount rate = = 319.6%

- T i =

An invoice with merchandise listing for
$4.700 was entitled to trade discounts of
20% and 15%. What is the net price and the
amount of the trade discount?

4700 X .20 = 940

4,700 — 940 = 3,760

3,760 X .15 = 564

3.760 — 564 = $3.196 Net price

Trade discount = 4,700 — 3,196 = $1.,504

— = ——r— T —

Use the net price factor method to verify your
answer to the previous problem.

100% 100%
— 20% — 15%
R0 X .85 = .68 Net price factor

Net price = 4,700 X .68 = $3.196

i =y i I

What is the single equivalent discount and the
amount of the trade discount in the previous
problem?

Use this to verify your trade discount answer.

Single equivalent discount = ] = .68 = 3.

Trade discount = 4,700 X .32 = 51,504 -“

lllustrative Examples

Action Auto Parts orders merchandise for
$1.800, including $100 in freight charges.
Action gets a 3% cash discount. What is
the amount of the cash discount and the net

amount due?
1.800 — 100 = 1,700 Net price

Cash discount = 1700 X 03 = $‘?j

1700 = 3l = 1.649
+ 100 Shipping

‘;I 749 Net amount due

— i e . —
-, ==




Determining Discount Date and
Net Date by Using Various Terms
of Sale Dating Methods

Performance Objective 7-11,
Page 214

Ordinary Dating Method

Performance Objective 7-114,
Page 276
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ir purchase out-of-season or slow :
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Ovdimary dating: discount period and the
creuit penod wart on the date of the invore

BOM means end of month. It is a dating
method 1n whach the terms of sale vlart after
the end of the manth of the invoce.

If the mnvouce 1s dated after the 25th of the
month. ihe terms of sale start after the end of
the foliowing month

Unless otherwise specificd. the net date is
20 davs after the discount date.

- Proxumo, or prox, is another name for
EOM dating. It means “in the following
—er

1;'}‘!

Fxtra, Ex, or X Is 8 dati

.1 . ‘ P By i*n’ - ;'_ o ® II
E:’“w‘“mmmumm
b mﬂ*mﬁulehqin.vmm "'

#xtra dating as an incentive to entice by

Mustrative Examples

Elie Fashions makes a partial paymen of
$3.000 on an invoice of $7.900. The sy,
wle are V15, 0/30 What is the amount 0‘:
partial payment credil, and how much doey
Elite Fashions sttll owe on the invoige?

1,000
Part pmt credit = con g 533‘32;33

~ CGalaxy Jewclers receives an invoice for

merchandise on March 12 with lerms of Vi
/). What are the discount date and the ny
date”

Disc date = March 12 + |15 days = Marcy v

Net date = March 12 + 30 days = Apq) |}

- Majestic Cleaning Service buys supplies with

terms of sale of 2/10, EOM. What are the

discount date and the net date if the invoe
date is

s. May §?

~ b. May 277
a. MayShvmwkarﬂtmddw

Discount date = .[u.z_};:;l‘()
Net date = June 10 + 20 days = June %)

b. May 27imoic:mﬂu'mﬁrrdneﬁd

the following month. June:
Discount date = July 10
Net date = July 10 + 20 days = July 30

.

- A

- Disc date = October 1 + 10 days = (1. 1er I
Mu‘wﬂll + m&”"h“"lli *

Sugar Pine




ing Whole Grain Cereal Co. invoice, identify the indicated parts.

b. Invoice number

. Selle:r d. Customer order # -
- IBn:;;:e due B f. Terms of sale :“
g h. Salesperson
. Shipping address S _ —
— e
k. Shipping charge:% _— ‘ bk Bt ———
m. Unit price—Fruit and Nut Flakes n. Invoice _
SOLUTIONSTRHTEGY
a. Seller Organic Grain Cereal Co. b. Invoice number 2112
¢. Invoice date AL_Jgi.lst 19, 20X X d. Customer order # _B-162__§
e. Buyer Kroger ! Supermarkets f. Terms of sale Net - 45*(12&
g. Shipping address 1424 Peachtree Rd h. Salesperson H. L:M*’-j_ggl_'
i. Shipped via Termmal Trdncﬂgort j. Insurance $33.00
k. Shipping charges $b7.45 . Invoice subtotal $2,227.05
m. Unit price—Fruit n. Invoice total $2,327.50

and Nut Flakes $19.34

No. 2112
Organic Grain Cereal Co. INVOICE DATE - |
Road August 19, 20XX
697 Canyon Roa CUSTOMER'S s
Boulder, CO 80304 orDERNO.  © J
(sOLD TO: | ( SHIP TO: B
KROGER SUPERMARKETS DISTRIBUTION CENTER
565 North Avenue l 1424 Peachtree Road
Atlanta, Georgia 30348 Atlanta, Georgia 30341
\ — _ v, A S | F
¥
SALESMAN [ SHIPPED VIA TERMS B FO.B. L fr
H. L. Mager Terminal Transport Net - 45 Days Bouider, CO {
= S — - . NN ., :
(_qrv.oroerep | arv. SHIPPED | " DESCRIPTION - ' UNT |  AMOUNT ) ’
T A
| 55ics: 5065 Corn Crunchies 24 ounce ll 22.19 $1220145 ;
‘ 28 cs. 28 ¢s. | Fruitand Nut Flakes 24 ounce 1934 §  541{52
41 ¢s. 2GS, Rice and Wheat Flakes 16 ounce 21.14 465 08; .
| 1'.
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INVOICE SUBTOTAL  _ 2:227.03 |

SHIPPING CHARGES 67 25 ;_

| INSURANCE 33.00 i

INVOICE TOTAL $2,327.50 ;

- ] , - I R

From the following FotoFair invoice, identify the indicated parts. {

d. IBUYe_f S— b. Invoice number il !}

o Sm;mce date d. Amount—Pocket Pro 55 e '
e. eiler' f. Terms of sale e
g. ShlppIIlg address _ h. Salesperson .
1. Shipped via j. FO.B. e
k. Shl.ppu}g charges ) . Invoice subtotal e
m. Unit price—Pocket Pro 75 n. Invoice total —

CHECK YOUR ANSWERS WITH THE SOLUTIONS ON PAGE 222




