MTH 134
Unit 5
Lecture Notes and Worksheet
Cash Discounts, Credit Terms, and Partial Payment

Handout 2

We can use the chart on page 173 to find the number of days between two dates.

example 1

First Date
May 8, 1994

Second Date
July 14, 1994

example 2

Sept. 26, 1994

May 15, 1995

# of days between

We can also use the chart on page 173 to find the date that is a certain number of
days away from another date.
example 3

Suppose today is March 14, 1994. What is the date 150 days form

today?
example 4
from today?

Suppose today is November 8, 1994. What is the date 150 days

Defn: A cash discount is the discount that a manufacturer can give to a retailer for
prompt payment. The discount is taken off the net price. The discount is not
taken off the freight charges.
Note: The terms of payment are abbreviated as two numbers with a slash between them.
#/# . The first number tells what the discount is (in percents) and the second
number tells how many days the discount is in effect.
example 5:
Runners’ Forum received a shipment of shoes. The invoice calls
for a $1600 payment. $50 of the invoice is for shipping charges. The terms are:
2/10, 1/30, n/60. The invoice is dated May 12, 1994. (a.) If Runners’ Forum pays
the bill on May 15, 1994 what do they owe? (b.) If they pay it on May 24, 1994
what do they owe? (c.) What is the last day they can pay the bill (end of credit
period)?

Note: Sometimes the buyer can only make a partial payment during the discount
period. They get the discount only on the part they paid.

example 6:
In the last example suppose that Runners’ Forum paid $500 on
May 24, 1994. What is the outstanding balance?
solution:

500 is 99% of what?
500 = .99 x
x = 500/.99 = 505.05

The outstanding balance is $1600 - $505.05 = $1094.95

Worksheet:
Calculate the amount to be credited and the balance outstanding:
1.)
Invoice:
$1000
2.)
Invoice:
$3000
Terms:
3/10, n/30
Terms:
2/10, n/30
Invoice date: May 5
Invoice date: July 5
Payment amount: $800
Payment amount: $600
Date paid:
May 9
Date paid:
July 14

Calculate the cash discount and the net amount paid.
#3
Gross invoice (includes freight):
$1800
Freight:
$50
Date of invoice:
8/11
Terms:
2/10, 1/15, n/30
Date of payment:
8/22

#4
$500
$100
9/10
3/10, 1/15,/n/30
9/22

5.) Calculate the amount to be credited and the balance outstanding.
Invoice:
$600
Terms:
2/10, n/30
Invoice date:
April 4
Payment amount:
$400
Date paid:
April 10

