You Must show your work and include all Formulas used.  See example Solution below.

Trade Credit and Receivables. A firm offers terms of 2/15, net 30. Currently, two-thirds of all customers take advantage of the trade discount; the remainder pay bills at the due date.
a. What will be the firm’s typical value for its accounts

receivable period?
b. What is the average investment in accounts

receivable if annual sales are $20 million?

c. What would likely happen to the firm’s accounts

receivable period if it changed its terms to 3/15, net

30?
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Instructions
Enter formulas to calculate the requirements of parts a and b. In part ¢, enter a comment

2. What will be the firm's typical value for its accounts receivable period? (See Chapter 19, Section 19.1 for
a review of the accounts receivable period )

Average days inreceivables  FORMULA

b. Whatis the average investment in accounts receivable if annual sales are 520 million?

Investment in Accounts Receivable FORMULA
. What would ikely happen to the firn's accounts receivable period i it changed its terms to 3/15, net 307




