For some reason I'm really not grasping the installment sales method very well. I understand that the gross profit recognized in a period will equal the gross profit percentage X the period's cash collection. For 2011, I multiply 35% by the cash collection of $151,000 and derive the correct answer $52,850. I do the same with 2012 with 29% being that year's gross profit percentage and the result is incorrect ($222K * 29%). Also, stratifying it (2011 receipts received in 2012 multiplied by 2011's 35%, and 2012's receipts multiplied by 29%) then adding together also is incorrect.
How are years after the first year calculated? How does that carry into deferrals?
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Charter Carporation. which began business in 2011 appropriately uses the instaiiment saies method of
accounting for its installment sales. The following data were obtained for sales made during 2011 and 2012

201 2012
Installment sales $362000  §345.000
Cost of installment sales 234000 246,000
Cash collections on installment sales during

20m 151,000 103,000
2012 — 119,000
Required:

(1)How much gross profit should Charter recognize in 2011 and 2012 from installment sales? (Round
‘Gross Profit percentages to the nearest whole percentage. Omit the "S$" sign in your response.)
Gross Profit
211 s 52850
2012 s

(2)What should be the balance in the deferred gross profit account at the end of 2011 and 20127 (Round
Gross Profit percentages to the nearest whole percentage. Omit the "$" sign in your response.)

2011 2012

H H

Balance in deferred gross profit account
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