Cash Discounts – Ordinary Terms

A company may offer a cash discount for paying a bill earlier than its due date.  The term of the discount may be written 2/10, net 30.  This cash discount would permit the buyer to take a 2 percent discount if the bill is paid 10 days or less from the date of the invoice.  The payment, if the discount is not taken, is due 30 days from the date of the invoice.

For example, an ad agency is charged $22,775.00 for an ad (1 page, four color, with bleed) to be placed in a national magazine.  The discount terms on the invoice, dated September 9, were 2/10, net 30.  The payment for the ad was received on September 17.  What was the actual cost to the agency for the ad?

$22,775.00 x .02 = $455.50

$22,775.00 – 455.50 = $22,319.50

The actual cost to the ad agency was $22,319.50.

Complete the chart below:

	Invoice Number
	Amt. Of Invoice
	Dating Terms
	Date of Invoice
	Date Paid
	Discount Amount
	Net Amount

	1
	$1,000
	2/10, net 45
	5/18
	5/28
	
	

	2
	$8,500
	4/20, net 60
	1/22
	2/8
	
	

	3
	$735
	2/10, net 30
	7/05
	7/30
	
	

	4
	$10,000
	3/15, net 45
	5/07
	5/16
	
	

	5
	$85
	5/10, net 30
	10/21
	10/30
	
	

	6
	$7,300
	2/10, net 60
	9/16
	9/23
	
	

	7
	$348.64
	5/15, net 30
	9/3
	9/23
	
	

	8
	$740
	2/10, net 30
	3/19
	3/28
	
	

	9
	$516.40
	3/10, net 30
	5/6
	5/13
	
	

	10
	$15,800
	3/10, net 90
	11/12
	11/21
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