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Pars I,
THE FINANCING

Instalment selling has been hailed as the remedy that
will cure an ailing business. All that a merchant has to
do to revive his business and make big profits is to turn to
this aid, A small payment down and the balance in monthly
instalments is the plan which will greatly increase the buy=
ing power of the public by tapping the source of future
earning power. To a certain extent this has been true; buy-
ing has increased and on paper at least the profits of the
nmerchant have also inoreased. Unfortunately something has
gone wrong with this easy road to riches,

A great number of merchants have found after using this
plan for some time that while they have inoreased their
sales tremendously, their liquid assets have decreased,
Month after month, in spite of increased sales, §t becomes
harder and harder to meet the running expenses, until finally
the oreditors are forced to take over the business, An ex-
amination of the books reveals that there is a large item
of gross profit and a tremendous inorease in the acecounts re-
¢ceivable account. A closer examination shows that the ac~
counts receivable consists of long contracts which have
effectively frozen these assets and that many of them are

delinquent. The gross profit account shows that it is come
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posed of earned and unearned profit, and expenses have not
been adjuszted to the earned profit but to the gross profit.
A large stook of used produscts taken in trade is usually
found.

The business man of today is confronted with a new set
of problems as & result of instalment sales, O0ld ascounting
forms have proven inadequate since a multiplicity of small
ascounts in the oustomers ledger makes analysis as a routine
an impossibility. The funotion of finanoing has been joined
with merchandising and the time element has been introduced.
Instead of a single item of aoccounts receivable due in 30
or 60 days, we have a group of monthly maturities in whiech
a large itenm of unrealiged profit appears. An inorease in
the 0ld ascounts receivable meant an insrease in working
sapital but in instelment sales this is not true. An in-
erease in the volume of business may simply fresze the
liquid assets.

Briefly the problems are:

{A) Pinaneial
1 -« With a known volume of business, how muoh eapi-
tal is needed to finance 1t?
2 - How much business oan be done with the eapital
and discount lines in hand?
3 ~ How much profit cen be made and what will be

the earned and unearned income?
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the other three form so small a pereentage of the volume of
instalment selnng,l they will not be discussed in this
paper. Contracts payable in equal ingtalments at equal in-
tervals and with a varying numbeyr of instalments will be
the only one taken up.

The simplest problem will be presented first, that of
a merchant who knows that there is a ¢ertsin steady volume
of business monthly. Let us take a cese of a steady volume
of $6,000.00 per month sales, in six month deals, end find
how much capital 1t will teke to finance it. (Of course
this does not consider refinancing, whioch will be taken up
later.)

Tonthly invest-  Totel Invest-

ment required ment required
_8/8 6/6
8/e is/e
5/6 18/6
A/ A/




quire 6/6 of investment or §6,000.00 during the month. 1In
February, 1/6 or $1,000,00 will be paid back and 5/6 or
$5,000,00 in addition will be required for the monthly vel~
ume. This 5/6 plue the 8/6 of the first month equals 11/6
or $11,000.00 for first two month period. In July, 6/6 or
$6,000,00 will be due and no additional capital will be re-
quired for the month, The total requirements for the period
or eny time thereafter will be 21/6. In the example the
amount of caplitel needed to finanece the $6,000,00 volume per
month will be 6,000 x 21/6 or $21,000.00.* In May, 4/6 of
6,000 or 4,000 will be the instalment due and 2/6 of 6,000
or 2,000 will be the extra capital nesded to make up the
monthly volume, 20/6 x 6,000 or 20,000 equals volume
nesllod in the period up to this ttme.g

If a merchant has a steady volume of business to fi~
nanss each month, the amount of capital needed to finance it
is thus quite simple to find, If, however, the volume can

2. Gtta Cu Lﬂranx, ﬂMuthemaﬁics of Ina%alman& ?inanﬂing md
Income Analyzed”, Americsn Acecoyntant (Jaly, 1930),
Yol. 15, pp. 89?~«« .

*Note: The volume of sales for the periocd is $21,000. Ais
this inocludes his profit, he will not actually need
$21,000. Let us assume that his profit is 40% of the
uul#a price, then 21,000 x .80 » Cost of Goods Sold and
sapital needed to finance the volume, or $12,600,.

Profit is based on collections. Total colleetions equals
21/6 of 6,000 or 21,000. Multiplying this by 40% =

gg,aﬁg.d This earned profit, we will assume, is aat re-
vyestied,
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be closely estimated but varies from month to month, a tab-
ulation of the estimated volumes must be made. Care should
be taken that the volume is pmperlyz classifled and a
tabulation made for each length of deal,

‘ T "3 y S 1
Month Estimated Sum of 1/12 of Qapital req.Capital
volune preceding Col.2 In~ for month required

monthe vol.stalments (1-3) or
, ; ; due . period
1 2,400,00 | 2,400 2,400
2 3,600,00 3,400 200 35;4.*9& 5,800
.3 4.,800,00 8,000 500 4,300 100
4 6,000,00 10,800 900 5,100 15,200
5 7,£00,00 16,800 1,400 5,800 21,000
) 2,000 4,000 25,000

2,500 1,300 26,300
_2,900 700 27,000
5,200 400 27,400

5,500 900* 26,500

3,700 2,500* 24,000
3,800 __1,400% 22, 600%*
The above is a tabulation for a known or closely esti-
mated volume of monthly (12 months in length) deals:. The
first column gives theestimated volume of business, the seo~

* Credits.
*%* profi{t not considered hers, See P. 17.
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ond the sum of the preceding months volume, end the third
18 1/12 of column two or the instelments dus, By subtract-
ing the instalments due from the estimated volume for the
month, we arrive at the capital required for that month,
Notice in the tenth month that the colleotions are greater
than the estinmated volume. Column five 1s the total e¢spital
required for the periocd. The maximum amount required is in
the ninth month or $27,400.00.5

Knowing the wvolume, oy being able to estimate it olosely
as the result of experience, no great difficulty is presented
in caloulating the capital required to finance it. 4 some~
what more difficult proposition is presented when we have a
fixed eapital to invest and wish to know how much business
oan be financed with it. Many methods of investing this
money may bhe suggested and three methods will be given,

Method #1

All the momey is invested in the first month and the
colleotions are used from then on to finance more deals.
Exsmple: 4 merchant has $6,000.00 more than he neesds for
his ordinary business. He wishes to put this in the instale
ment business in six month desls. In January he invests the
$6,000.00. In February he collects 1/6 of €,000 or 1,000,

3. Otto C. loremz, "Capital Turnover Factors of Instalment
Deals Determined”, American Accountant (Oetoder, 1930),
Yol. 15, pp. 447-51. |
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whioh he also invests. In March his eolleetions are:

1/6 of 6,000 w~wwewew- 1,000
1/8 of 1,000 ~ewmwwwes 166,07
Total collections ave 1,168.67 (also volume)

In April:
6,000 X 1/6 =mwmmwm 1,000
1,000 x 1/6 ~enuns 186.67
1«1165&6’7 X 1/6 ladanhad 194

Total collections (volume) 1,361, oto,

This problem becomes more and more complex and the prob-
ability of error greater. Therefore tables have been con-
structed with faetors for instalments due and volume for
period, for any number of instalments, in this method of ine-
vesting. The above shows how the tables are construoeted and

below is an example of a table. The last pages of this paper
contain the complete tables.

..m | - ?.&2&9& | 1.85262

June 0,30877 2,16130
Example of use of table:

April:

Instelment due and volume 6,000 x ,22685 or 1,361,10

Total volume 6,000 x 1.58796 or 9,527,785
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June:
Instelment due and volume 6,000 x 30877 or 1,B860,62
Total volume for period 6,000 x 2,16139 or 12,0068,34

Instalment due and the wvolume for the month are the same,
as the only investment is from this source, (These are osp~
ital turnover figures and do not consider profit. Thie
will be taken up later.)

A merchant, by using these tables for any length of
desl, can find out how much volume he ocan finance in any per-
t0d, the volume of business per month, and the eollections
per month, The eccllections for the paricd is the sum of the
instalments due each month but may be found more easily by
subtracting one from the volume fastor for the period. As
an example of this, the volume for the period in the sixth
month is 2,18139; subtrscting one from this gives 1.16139,
or the total collections for the period.

Method #2

Gapital invested in equal smounts during the months of
the period, and this investment plus the colleotions used %o
finance new deals.

Rxample: Let us assume that a merchant is willing to invest
1,000 per month in six month deals, Then in January his ia-
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vestment and volume is 1,000
February: Investment 1,000.00
golleotions~1,000 x 1/6 166,87
Total volume for month 1,166.67
Total volume for per%o& l,eggﬁgg
plus 1,18
‘ 2,168.87
Maroh: Invesinent 1,000.,00
Gallaetiena~i,ggg §?1/51/6 132.&?
LO%. x ; ;ﬁ;
Total volume for month ' 1,361.11
Total volume for yer%ad g,sg%;%%
218080 o con.v8

Collections are the sum of 166.67 and 194.45 or 361.11.

This shows how a table ia made and the following is an ex~

ample of a table,

0.85262 1.85262 6,96857
1.,16139 ; 2416139 2:12078
In the sixth month, the merchant by using the tables

-k

2 | 2,16087
4 0.58796  1.58796  5.11574
8

8

will find that the instalments due are 1.16139 x 1,000 or

1,161.39; the new volume for the month, 2,16139 x 1,000 or
2,161,59; the total volume for the period, 9.12976 x 1,000



11,

8,120,768, Note that the factors are not multiplied by the
total capital but by the investment per month,
Method #3

The capital is invested in equal amounts in the first
months of the period and the collections are used from then
on tca financs the volume,
Example: Thres suceessive equal monthly investments in six
month deals.

This table is made tho same as in the second wathod but
in the fourth month there is no additional capital invested.

Collestions from Jan. 1/6 of 1.,00000 0.16687
Collsotions from Feb, 1/6 of 1,16667 0,19445
Collestions from Mar. 1/6 of 1,36111 0,22686
Total collections and volume 0.58797

Total VOL.e
for Period

1.00000

If a merchant invested $2,000 per month for three suc-
cossive months in instalment deals of six months in length
and thereafter used the colleations to finance new deals,



124

he will £4nd by using the tables that:

Payments due and new volume (6th month)
2,000 x 0.80028 or 1,600,568

Total volume for the period 2,000 x 5.60198 or 11,203.96
In this case the faetors asre also multiplied by the invest-
ment per month, or 2,000.%

Sumnary
Total volume - firat method $12,968.34
Total volune - segond method 9,129,786
Total volume - third method 11,203.96

Thies demonstrates that the earlier in a period the c¢apital
is invested, the greater is the turnover. From the tables
a means 1s provided for determining quickly and easily the
volume that oan be finsnced with a given supply of capifel,
either in a month or a period., It also shows what the col-
leotions for each month should be,

The merohant is now in the position of knowing how much
capital is needed to finence his wolume or how mueh volume
he can finance with hies capital. If he needs more money he
must borrow it from a beank or a finance company. This brings
us to the subjeet of bank loans.

“.‘ Mrm, mtt‘*m%&; «G_En AE | Pyl 63"*?4&
Lorenz, "Mathematics of Instalment Fimancing and Inoome
__Analyzed”, oz %’g », PP« 297-301. ;
Lorenz, "How Mueh Instalment Business Can I Do?", Business
Week, (april, 1030), Vol. 87, pp., 320-2,
Lorenz, "Cepital Turnover Faetors of Instalment Deals
'Dmmﬂw&", 920 ﬂ&t,, W‘ “?“'81*



Methode of obtaining bank loans:
{1) The face of the paper less discount charges.
{2) The bank retains g reserve in addition to its disoount,
{3) The bank retains a reserve plus its discount plus a
sompensating factor,

Volume obtainable from discounts:

In the first case the only limiting factor is the dis-
count charge; however, a bank usually limits the percentage
of an advange in some ratio of the emount advansed to the
eapital. Ilet A equal the percentege of advance, then;
initial investment x - A equals the maximum volume ob-
tainable from capital and discounts (disregarding cost) and
initial investment x T - A equals the maximum volume ob-
tainable from the discounts.

Example: Intitial investment equals 1,000, the reserve 10%,
and the advance then equals 90%.

1,000 x equals 1,000 x ; equals 10,000, the
maxﬁmamv$;i;;; obtainable from aapital and d4iscounts.

1,000 x _ A _equals 1,000 x .90 equals 9,000, the max-
17 volume Sbtsinable rem dissoumte.

It can be readily seen that the total amount of reserve
12 egqual to the initial investment.

6. Laronz, Mott~Smith, %., Chap. 10.
Lorenz, "Capital T e?ar actors. . .",0p.0it.,pp.447-51.
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Banks, quilte often, limit the amount advanced to a part
of the initlal investment. If we let R equal the percentage
of capital to be retainsd as a margin, then;
total volume equals the initial inveatment x plus R T'A"I
Exsmple: Let R equal 50% and use same example as before;
1,000 x 14 .50 _ o equals 1,000 x 1 ‘+ _,%.g or 5,500, or

the toial volume.

Campensating Balance:

A bank sometimes requires a deposit known as a compen~
sating factor. This fastor bears s sertain relation to the
smount advanced and must be maintained during the life of
the sdvance. Let B equal the percentage of compensating dbal-
ance, then (1) ] equals the ratio of total volume %o
total gapital Cd&sxﬁm&ing the cost of the advenoce);

(8) ‘ equals the ratio of total advances to total
#ayimi k(&i;ramd.ing the cost of advances).

Exsmple: Compensating dbalance equals 20% and the advance,
80%. (1)

, Qq_\:als aquaza 1,925 or Tailo of total volume
o napital. (2)_ oquals equals ‘%
equals 1.154, or mtie w total a&mn@as te capital.
Exsmple: A merchant has a eapital of $6,000,00 invested in
six month deals in the first method of investment and has
arrengements with the bank for a 60% advance on his eollat-
eral with a 20% compensating balance. It has already been
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shown that 1.923 is the ratio of total volume %o capital end
that 1,154 is the ratio of total advances to capitsl.
6,000 x 1,923 squals §11,638--total volume (first month)
6,000 x 1.154 equals &,924-~tobal advances (at any one time)
20% of $6,924 equels $1,384.80, or the compensating balance
that must be maintained at all times.

In order to find the %otal volume during the six month
period, we take the volume faotor from Table #1,
2,16139 x 1,923 x 6,000 equals $24,938,23~-total éwﬁms %&
2,161389 x 1.154 x 6,000 equals $14,965.46~-total advances
during the six month period.

If no compensating balsnce had been required by the
bank 2,1613% x 8,000 x le..w equals $32,420.85 (A equals 60%),
total volume in six month period. The total advances in the
eix months will be 2,16139 x 6,000 x } or $19,482,51.
If the bank had given a 60% advance but had limited it to
20% of the initial investment for a margin, we would malti~

ply by the formula 1 plus R _A  insteed of _ 4 -

Inatelments due from sdvances:

In order to figure the amount of instalments due from
the advences, multiply the payments due factors in Teble 1,
8, or mg}“ cﬁ&%mﬁuumlm. &8 the case may be.
Examplet Method #1 of investment, twelve month deals, ini-
tiel investment of $10,000, and reserve retained by the bank
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of 20%. Then the totel instalment due from the advances is
10,000 = 1,41203°% x ‘I"““.& equals 56,481.20 (A equals 80%)
and 10,000 x 186542 x ___ equals 7,421,60, instalments
due in the twelf'th mth.m

If the bank permitted only 50% of the initial invest-
ment %o be retained as a margin, then we would multiply by
the formmla R
10,000 x 1.«41205”& +50 .80 equals 28,240.60, or total in-
stalments due from advan;;a,.
10,000 x 0,18854 x .50 f‘% equals 371¢.80, or instalments
due in the twelfth month,

Ansome

There are several methads of somputing inoome from in-
stalments, but at this point the one accepted by the Federsl
Goverament will be the only one disocussed. In brief this
method distributes the gross profit over the instalments in
such a way that the ratio of profit to prinecipal in sach
instalment is the same. Example: If goods costing $100
are marked up 100% end sald Tor $200 on a contract calling
for repayment in ten equal instalments, then the paymemt
due each month is $20 and the gross profit each time is
$10. Gross inoome {s divided into earned end unearned in-
gome. FProfit becomes earned only in proportion to the sole

a. See table for twelve month deals, Method #1, Instaiment
Due Fastors,
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leotions mada.a

From Tables 1, 2, and 3 the instalments due san be
caloulated and multiplying this by the percentage of gross
profit, we arrive at the earned inecome., Care must be taken
to find if the mark-up is on cost or sales price. An
article costing $100 and selling for $200 1s a markeup on
cost of 100% but only 50% on the sales price., Methods 1,
2, and 3 of investing generally represent a turnover of cap~
ital and the mark-up is on cost. In the volume method, the
eolleections represent sales price and the profit is a per-
centage of the sales price.

If none of the profits are reinvested but are used %o
pay expenses, establish reserves, eto,, the rate of turne
over of oapital is not affected. It should be noted, howe
ever, that 4f $1,000 is invested in twelve month desls and
the percentage of mark-up on cost is 100%, that the collec«
tions (from Table #l) for the twellfth month sre 0.18554 x
1,000 or $185.54. But since there is a 100% mark-up, that
the actual collections will be $371,08,

Formula for calceulation of actual collections.

Payment due factor x capital x (1 + F) equals colleostions,
¥ equals the percentage of mark-up. Using the same example
as above: 0.18554 x 1,000 x (1 + 1.00) equals 371.08, the

6. Seymour Walton, School of Commerce, Federal Tax Course,
(1630), Chap. 6. '
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astual collections,
Reinvestment of Profits

If profits are reinvested each month as earned, the
rate of turnover of capital is materislly affected. However,
it is presumed in this peper that the profits are used to
pay operating expenses and to establish reserves, Expenses
are not fixed absolutely but vary from month to month, and
to figure a fluctuating net income investment each month
becomes so involyed that the labor makes it impracticeble.

Using the capital that we start with and disregarding
the reinvestment of profits, we have a solid basis to work
from. We know how much business we can finance with a given
capital, how much our collections and profits will be, and
expenass can be adjusted to this earning power. In the rea-
invesiment of profits there is an assumption that the vol~-
ume will be so much greater because a net {hypothetical)
profit will be made and reinvested. Collections will be
greater and expenses proportionately larger. If expenses
vary in a manner not ocaleculated on, then net profits will
be affected and the whole esbimation is at fault. Of course
if 1t 18 certain that a net profit can be made, tablea can
be worked out showing the capital turnover factors with this
percentage added in. The whole subject becomes too involved
for the average business man.

In the volume method of figuring capital requirements,
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no great difficulsy is encountered {n including the profits.
To do this we must know the cost of goods sold and know or
have a very close estimate of the expenses of the business.
Let us teke for example a merchant who marks up his goods
80 that he makes 50% on the selling price. From long expere
ienoce he has a close estimate of his volume of business,
which 4s in twelve month deals. His fixed expenses are $300
per month end his veriable expenses for selling and cellec~
ticne run 10% of his volume abeve $2400.

3 ; 7
XD “¥"§a1 3"!10e~ 5§§%¥EI'""5§3§£§!"

%sd ?bl.@aeds ;ar Gelumn tions ro- required
Honth of S0ld Month 2 and 3 per uirsd for Period

Month (4-5)
1,500 1,500 x,m

2 5,600 1,800 420 2,220 200 2,020 3,520
3 4,800 2,400 540 2,940 500 2,440 5,060

o

4 __6,0003,060 860 3,660 900 2,760 8,720

5 97,200 3,800 780 4,380 1,400 2,980 11,700
6 6,000 3,000 €60 3,660 2,000 1,660 13,360
7 4,800 2,400 540 2,940 2,500 440 13,800
8 3,600 1,800 480 2,220 2,900 680* 13,120
9 3,600 1,800 420 2,820 980* 12,140
_2,000% 10,140

2,800" 7,340
2,300 5,040




Colum 1 gives the estimated volume of sales per month,
Colwnn 2 gives cost of goads sold.
Column 3 gives the expenses per month,

Column 4 is the total of Columns 2 and 3, or cost of goods
#0ld plus expenses.

Column 5 1s the collections per month, or 1/12 of the pre-
ceding month's volume.

Column 6 is the capltal required per month or 4 minus 5,

Column 7 is the oapital required for the period.’
The Cost of Borrowed Money®

Pinance charges are quoted in two ways:

{1) Plat rate or a percentage which when multiplied by the

face of the paper or by the amount of the advance equals the
charge.
{2) Rate per anmm-~axpressed as an interest rate and added
to the charge on the advance or a dlscount rate on advance,
{1} Flat rate
{a) If on the faee of the paper, we simply multiply
by the rate. ZExample: 1,000 x .04 equals 40.00.
(b} If on the face and the advance is less than
100%, then the rate must be converted into a
flat rate on the advence. This is done by di=-
viding the rate by the percentage of advance.

7. Lorenz and Mott-Smith, op. eit., pp. 88«91,
3. Mﬁ, Gh&}h lc?-. 7
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Example: 4% is quoted on the face value of the
paper and 90% is the advance, than<;%g equals
4.444%. On 1,000 equala 44.44.
(o) If the rate is quoted on the advance, we multi-
Ply the advance by the rate, ZExample: Four pexr
gont is guoted on the advance which is 90% of
the face of the paper; 1,000 x ,90 equals 900
and multiply this by .04 equals 36,00.
(2) Per annum rate
The per annum rate must be converted into a flat rate
on the amount advanced. To do this we must multiply by eone
version factors which are found as follows: The average oute
standing time 1s found by the rarmala;ng_; s where n equals
the number of instalments. In the eass of thres month deals
n equals 3 ana‘gmgné oquala,g_éﬁ;. or 3, This is equivalent
to 2/12 of a year or a coefficient of 0.16667. If the rate
18 6% per ennum, then multiplying by 0.16667, we have

0100002, or a flat rate of 1%.

Conversion Fastors
: per ennum rate to flat rate)

guntgingg;g Faatgg
0.20833
0.25000
0.29167
0.,33535
0.37800
0441667
0.45880
0.50000
0.84187

ot ot ot
b covaus
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Example: The rate per annum is 7% and the deals ten months
in lengthe~ 07 x ,45833 equals ,0320831 or 35.208%.

If the per annum rate is quoted on the faoce of the paper
and the advence is less than 100%, then find the flat rate,
as in the example above, and divide it by the pereentage of
advance. If in the above exammple the advance was 60%, we
would divide .0320831 by .60 or 5.347%,

The following problem will serve as a review of some of

the prineiples already given. Lot us assume that a dealer
in the furniture business has a ecapital of $10,000,00. His
operating expenses are $600 per month and his markeup is 40%.
His coniracts are in twelve month deals and he wishes %o
know the maximum emount of business that he can do and his
net profit. Any method of investment may be taken by re-
ferring to Tables 1, 2, or 5. Method #1 will be used as an
example,
10,000 x 2,41203% equals $24,120.30, total volume in period.
24,120.30 x .40 equals $9,648,12, anticipated gross profit.
10,000 x 1.41203" equals $14,120,30, total instalments due.
14,120.30 x .40 equals 5,648.12, total earned income.

600 x 12 equals 7.20¢.00, expenses for the period.
DEFICIT 1,561.88

a. Faotor for 12 months volume, lst method, 12 month deals.
b. Instalment due faetor for total perioed obiained by adding
monthly instalment due fastors or subtrasting one from

volume factor of period.



It should be noted that the anticipated profit is
$9,648,12 but that the earned income is only $5,648.12.
Many merchants have falled because they did not realize that
their expenses must be adjusted to theilr earned income and
not to their anticipated profits. In the above illustration
it is obviocus he must either cut his expenses or obtain
more volume, and as he felt he could not cut his expenses
and maintain his organization, he interviewed his banker,
The bank granted him a 60% advence on his collateral at a
cost of 8% per annun on the face of the paper. He then made
& seoond estimation.

10,000 x __A X 2.41203% equals $6,180.45, volume from dis-
L - ' counts (A equals 80%)

16,000 x 2.41203% equals 14,120,30, vgéggn from cap-

10,000 x _,60 x 1,41203 equals 21,180.45, instalments due
) Y-, 60 ’ ’ ’ from discounts

10,000 x 1.41203 equals 14,120.50, instalments due
from eapital
Total instalments due 35,300,775

35,300,785 x .40 squals 14,120.38, earned income.

Expenses:

Cost of loans: 8% per annum rate must be converted into a
f1lst rate., Conversion factor {(see table) x .08, or .54167
X .08 equals ,043338. But sinoe there is only a 60% advance

a, Factor for 12 months volume, lat method, 12 month deals,



and the rate is quoted on the face of the paper, we must

divide .043336 by .60 or .078227 or 7.2227%. Multiplying
the amount discounted (56,180.45) by .072227, we have the /7
cost of discounting (2,604.99). E

Eerned inoome 14,120,38
Operating expensse 7,200,000
Cost of &iscounts 2,604,99
Total expense 9,804.99
Ret Profit 4,815.39

ount of Business That Can be Done without loss
In this problem we will use the same data as in the

previous problem vith an additional expense item for bad

debts of 1/28 of 1% of the sales volume. Instalments due for

period x mark-up oquals gross profit per dollar from eapital,

and instalments due x‘I&ggﬁ x .40 equals gross profit per

dollar from discounts, o

ore

1.41803 x .40 equals 0,564812, gross esrned profit per dollar
from capital

1.41208 x .40 x ,60 = ,847218, gross earned pmrofit per dol~
- ¢ lar from discounts

1.412030, total earned per dollar
The volume faotor for the period x .ﬁ x the flat rate, or
2.41203 x .60 x .072227% equals O. 8613395, cost of dis-

g, Flat rate of .,072227 established on previous page.
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oounts. Volume faotor for pericd x 1 plus r eguals
total volume from capital and discounts, x i:;a equals sales
price, x ,005 equals bad debte. Substituting values;
2.41203 x 60 plus 1 x 1.40 X .005 equals 0.0432105, cost
of bad debts. Adding .0422106 plus .2613205 (oot of dia-
gounts) equale 3035310 and subtraoting this from the total
gross profit per dollar of 1.,418030, we have a net earned
per dollar of 1.108499, Dividing the operating expenses

for the year of 7,200 by this:

00 equals 6,495,27, the initial investment required to
e operate without a loss,

Breof
£.41203 x ;.0 x 6,495.27 equals 23,500.18, :g%zig from dise
2.41203 x 6,495.27 squals 15,866.79, ggiﬁma from ¢ap~
Totel volume $9,166,.97
6,495.27 x 1.41203 x 1 plus _,60 wequals 22,928.80, instal-

ments due rfg& capital and discountas.
22,928.80 x 40 equals 9,171.52, earned profil.
Expenses:
23,500,18 x .073227 equals 1,697.38, cost of discounts.
39,166.97 x 1.40 x ,005 squals 274.17, bad debts,

Operating expenses 00, operating expenses.
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Part 1I.
ACCOUNTIRG PROCEDURE

In general an instelment sale tekes place when a con-
tract is entered into between & buyer and & seller (a) per~
mitting deferred payments, (b) passing title with a chattel
mortgage or other lien as ssowrity for the contract or re-
taining title until a portion or all of the payments are
made, and (o) giving the seller the right of repoesession
upon default of paynant.g

There are three oclasses of instalment sales as de~
fined by the 1928 inoome tax law:1®
1. Sales of personal property; no limitation on amount

paid down but persons or corporations must be in the
business of instalment selling.

2. Casual sale of persohal property for more than $1,000.
The cash (and property, other than evidences of in-
ddbtedness) paid in during the taxsble period must not
exoeed 40% of the sales price, if the instalment basis
is to be followed.

3. Sales of real property subject to the same 40% limita~

tion ae 1n no. 2.

9. Eriﬁxxohlogé Feddral Income Taxes 1927, (Chiocago, 1927),
PP 72~77.
10, Walt@n, op. m., L-6«3 to 6.
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Taking Up Profits
Several methods of teking up profits have been devised
but because of the danger of future collection losses and
the c¢ost of collecting, it is diffieult to piok one that is
both conservative and 1@510&1.11 The methods are as follows:
l. Take &ll the profits in the period of sale and set up
reserves for (a) bad debts and (b) oolleotion expenses.
2, Profits taken up on the basis of collsctions.
(a) The first collections considered profit and the
last ones as a return of oost.
(b) The first collections considered as a return of
sost and the last ones as profis.
(o) Profit divided equally among the instalments so
that each colleotion is part profit and part a

return of profit.

1l. H. A. Finney, siple 0. pg (2 vols., New
York, 1927), V B 3 a3,
Seymour Walton, sehnol of commmrco, Advanced Acoount-
7. B2 inen, winstaiment ts", Journal
. edman, "Ins nt Accounts ourn
A&gg%%%gggz, Vol. 45, pp. 95-103, 21§§%§"”““2£
E. A, ers, "lMethods of Instalment Sales Acocount-

ing , Am. As, of U, Instruotors in Accounting,
b 1 ations 1925, {Ann Arger. 1926), gp. 1%9-26.

Yerk, 1951 PP, 51 - ,

Roy B, Kester, ' Acoounti Thno and Practise (2 Vels.,
3rd Edition, New York, , Vol. £, DP. 419~420.

Ctto C. Lorenz, "Distribution of Income in Instalment

Finanoe", Teochnology Review, (November, 1930}, Vol.

53, PP 74~6.

-
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An Analysie of the Methods of Taking Up Profits

The first method is the one that is theoretically the
most neaxly ocorrect, Profit ie taken up in the period of
sale which 1s a fundamental principle in acoounting and
the setting up of the reserves for bad debts and colleotion
¢osts, charges the expenses to that same period. Preotical-
ly, however, it is very diffioult to estimate these two
expense items and almoet impossible without a record of
long experience in the fleld. Even with this experience
many things may cause violent fluotuations in both the col-
lection ocosts and in the uncolleetidble amounts. For these
reasons this method is not used as much as formerly.

The sesond method of taking up profits on the basis
of eolleotions has several variations,
(a) The first eollections may be considered profit and the
last ones a return of gocst. This comes oloser to giving
the profits to the period in which the sale is made and in
which the expenses were incurred. It is not oonsidered
conservative enough, however, as it is open to the same
oriticisms as the first method, that the reserves for bad
debts and eclleotion sosts may not be estimated correctly.
(b) The next plen of considering all the first payments as
a return of cost and the last ones as profit, is %oo oon-
servative unless the goods eannot be resovered or are

worthless if reoovered.
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{e¢).The third plan under this method is that a part of each
collection iz c¢ost and a part pratit,la This plan is the
one most used today eand was legalized by the Revenue Aot of
1926, It has the advantage of being very simple and easy
to understand. If sales of $200,000 are made with a gross
profit of 25%, the amount returned as a profit will be 25%
of the ecollestions. Each oollection then, consists of 75%
cost and 25% profit. In case $60,000 were the collestions,
then 25% or $15,000 is the profit and $45,000 the cost.
The deferred profit will dbe 25% of $140,000 or §35,000.

Soientifically this plan is objeoted to by many ac~
countants in that the period of the sale does not get ored-
1% for the profit. It is possible that this period may
even show & logs if there is a large selling expense in-
ourred in the period. Practically it has the advantage of
simplicity and of conforming to the income tai law and 1t
toaches the merchant not to ocount profit as earned until
collections are actually made.

A small reserve for doubtful accounts may be set up,
but no reserve for collection oost iz necessary sinoce

profit is deferred, If unusual collection costs or a

12. G. E, Bennett, Business Accounting (2 Vols., New York,

1983, Vol. 2, PPe 180«7.
saﬂf@rd' Q - ﬁ; PP 516"’210
Kester, op. 81t%., Vol. 2, pp. 419-23.
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large amount of bad debts is inourred, these costs are
taken out of the profits of the period as collections are
made.
Entries for Inata. \ es

Instalment accounts receivable are kept in a separate
acocount from other accounts receivable and the individuel
sscounts are kept in the instalment acoounts receiveble
ledger. Example: Goods costing $200 are sold to John
Marks for §400 on a contract ecalling for a down payment of
10% and the balanee in nine equal instalments of §40.00
each. The down payment of $40.00 and three instalments were
paid when Marks defaulted his contract. >

1.
Instalment Accounts Recelivable 400.00
Cost of CGoods Sold 200.00
Antieipated Gross Profit 200,00
tc record sale
2.
Cash 46.00
Instalment Acoounts Receivable 40.00

down payment of 10%

13. Seymour Walton, Scohool of Commeroce, Federsl Tax Course,
{1930}, L-6~3~6. Q
ting (lat Edition, New

G. E. Bennett dyane
York, 19225 D B
Eric Kohler and Paul Korrisom, Pg;ag%n es of Aocounting,
{Chicago, New York, 1926), pp. -4,
Sanford, op. oy 518-21.
KQQ“!’. 220 ) .y v03.. 3. 4&9"‘2.
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8.
Cash 120,00
Instelment Accounts Recelvable 120.00
to record payment of instalment
4.
Anticipated Gross Profit 80.00
Realized Gross Profit 80.00

to record smount of profit realized
from cash payments.

Several authorities use as the first and second en-
tries the ralluwingz14
Instalment Aocounts Receivable 400,00
Instelment Sales 400.00
t0 reoord sale at gross price
Instalment Sales 400.00
Cost of Goods Sold 200,00
Antiecipated Gross Profit 200.00
to close sales aocount
The purpose of these entries is to show olearly what
the instalment seles for the period are. Ko serious objeo-~
tion to these entries can be made as they affect the final
result in no wey. However, Instalment Sal es Accounts Re-
esivable will show the total of instalment sales and it is
therefore an unnecessary plece of labor.
The unearned gross profit is called unrealized, anti~-
oipated, or deferred gross profit by various authorities.

The title of antiocipated gross profit has been selected as

14. Paton og. eit., pp. B75-80.
Walt'o;i, GQ&;Q’ zﬁ Courﬁﬁ, ODe« cit. " L 6~4~6.
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the one to be ueed in these entries.
On repossession of the goods the following entry is
made: 15

Repossessed Merchandise 120.00
Anticipated Gross Profit 120.00
Instalments Accounts Regeivable 240,00

to slose out the balance of the customer's

account and the anticipated gross profit.

Also to set up at esoctual sost the value

of the repossessed goods.
Fifty per cent of the colleotions ($180.00) is ocost (80.00)
and the goods are put into inventory at astusl cost or
$200.00 the original ccst less $80.00 or $120.00, Many
authorities bring the repossessed goods on the books at an

estimated valuation., Example: It is estimated that the

goods are worth slsa.oo.le
Repossessed Merchandise 156.00
Antiocipated CGross Profit 120.00
Instalments Accounts Recelvable 240.00
Profit on Repossession 38.00

This brings an estimated figure on our books of
$155.00, which may or may not be the value of the repos-
sessed gooda. It also brings a profit of $35.00 on the
repossession whereas there may be no profit. Yor these
reasons it is thought better to bring the merchandise on

15. Kohler & Morrison, op. oit., pp. 28l-4.
Sanford, op. oit., D. 5%5.
16, Finney, %mb cit., Vol. 1, Chap. 11, p. 4.
p 0 G ‘

Walton, 8, Op. oit., L 6-6.



32.

the books at aotual net ocost (200 - 80). If, subsequently,
a loas or gain is made when the goods are sold, it is then
an actual loss or gain snd not e theoreticel loss or gain.
If it is quite apparent that the goods have been dam~
aged snd that en actual loss will be sustained, then a re-
serve for loss on Repossessions may be set up. Examples:
if 1t is estimated that the goods are worth dbut $100.00,
then:

Loss on Repossessions 20.00
Reserve for Loss on Repossessions 20.00

The lose is thus charged to the proper period and the
reaserve is a valuation acocount to be read with Repossessed
Mershandise Account.

Since the grosas profit may vary from year to year, the
proportion of profit to be taken will depend on the year
that the sale was made., Therefore, the instalment acocunts
recel vable muat be separated by years. Each yvear a new
subsidiary instalment accounts receivadle ledger must be
opened with a new ocontrol account. At the olose of the
year the books are closed as ususl and the profit eredited
to Antioipated Grosa Profit 193 . The rate of gross profit

on the year's sales is then eamputoa.lq

17. ?innay,‘§2¢ it., Vol. 1, Ch. 11, pp. 3~4.
Walton, '

OUY @, L6 ‘3’4-
KQB“I‘. ‘Qn. [ :) .y Ol s PP. 422-8,



33.

Collestions made in 1932

Yeoar Rate of Gross Profit on Sales of Three Years
1930 25% 206,000,00
1931 20% 15,000.00
1932 23% 10,000.00

Entries should be made a8 follows:

Antiecipated Gross Profits (1930) §,000.00
Reslized Gross Profit 5,000.00
to take up profits realized on 1930
salea by colleotions in 1932,

Anticipated Gross Profit (1981) 3,000.00
Realized Grogs Profit 3,000.00
$o take up profits realized on 1931
sales by ocolleotions in 1932,

Antiocipated Gross Profit (1932) 2,300.00
Realized Gross Profit 2,300.00

to take up profits realized on 1932
sales by collections in 1932,

Aging Accounts

The basis of transferring realized gross profit from
antiocipated (unrealized) gross profit is on the amount of
collestions made. This is a logieal procedure but what
happens if collections are not made? The average merchant
is relustant to charge these accounts off to bad debts and
will show an inoressing emount of instalment acoounts re-
osivable and oollections due. The antioipated groas profit
asoount also becomes larger and larger. This antioipated
{unrealized) gross profit account contains two items, un-
realized and unrealizable profit.

If the goods are repossessed, the entry is to debit
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Repossessed Merehandise for its ocost value and Antioipated
Gross Profit for the balanve of the anticipated profit on
the deal, and oredit Instalment Acoounts Receivable. This
puts the repossessed goods on the books and removes the
instalment aocounts receivable and anticipated gross profit.
If, however, the goods cannct be repossessed or the mer-
chant is reluotant to take them back, then the dooks show
an inorease from period to period in the amount of instal-
ment agoounts receivable and anticipated gross profit.
Some method of preventing this distortion of facts must be
had,18

The problem is answered by using a columnar book in
whioch each month's sales are spresd horizontally over as
many ¢olumns as are necessary to cover thsir oollection.
By footing the total of each column one ¢an see at a glance
the amount due now, in 30, 60, 90 days, ete,

_MATU RECORD

18. Paul Musselman, "Instalment Aecounts Reoceivable,"

Journal of Accountaney, Vol. 44, pp. 321-33.
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By occmparing this with the amount of ¢ollections, we
can see the smount delinguent. This amount oan be taken
sare of by the following entry:

dar. Bad Debtis
er. Reserve for Bad Debts

The reserve, thus, equals 100% of the delingquents., If
this reserve grows it shows that the oolleotion depariment
is not doing its work well or does not know which secounts
to write off.

If an asccount is finally written off, we will reverse
the former entry and

dr. Instalment Merohandise Lost (for actual cost)
Antieipated Gross Profit (for amount of antiocipated
Profit)
or., Instalment Accounts Recelvable
If the goods are later recovered:

dr. Repossessed Merchandise (for cost value)
or., Instalment MNerehandise lLost

This plan is objested to on the grounds that it takes
{00 muoh lsbor. To spread the monthly sales in the solumn-
ar Maturity Record should not take very long. This much
will tell the amount delinquent, due now, in 30, 80, 90
days, ete., and will show the merchant the status of his
instalment acoounts receivable.

The making of the journal entries which will have to
be reversed in oase of repossession, loss, or resumption

of payments, could be omitted. At the end of the month or



periocd, that amount, for example, which has been d&elinquent
for six months, could be written off, This wuld save labor
and prevent an indefinite enlargement of Instalment Accounts
Revoivable and Anticipated Gross Profit.
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CORCLUSIONS

All the foregoing data presumes the ideal conditions
that colleotions will be made promptly when due and imme~
diately reinvested in new deals, At once the objection
will be made that this ideal state of affairs will never
happen in a business. Granting that this is probably true,
nevertheless it shows:

{1) the maximum volume of business that can be done with
a given eapital;

{2) the minimum samount of capital required to finance a
known volume of business;

{(3) the maximum earned profit that ean be made (which is a
basis on which to adjust expenses);

{4) the maximum amount of eollesctions due during a month
or period;

(5) the maximum smount of anticipated profit;

{6) the importance of a short contract and a large down
psyment to produce a more rapid turnover of eapital;

(7) the minfmum amount of business thet may be done in or-
der to avoid a loss;

{(8) The amount of instalment business that can be done
with the discount line and the cost of this borrowed money.

This information will serve as a standard of perfeo-

tion and a guide to the executive. His estimations based
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on this date must allow & margin of safety to meet actual
conditionas., It will prevent many mistakes such as being
undercapitalized, of counting anticipated profits as
realiged, of not adjusting expenses to realized profits,
eto., but it will not prevent the giving of bad ceredit
risks and the tieing up of the profits and capital in trade-
in goods, for these depend on the Jjudgment of the exscutive.
Its greatest value liee in the fact that it is a guide to
the exeocutive.
Asgounting

There are many ways of accounting for instalment
sales but the one selected 1s simple and draws a olear pio-
ture of what has taken place. If the gecounts are aged in
the Maturity Record, the instalment acoounts receivable
are analyzed without difficulty. Then by writing off the
delinguent aoccounts, the greatest cause of failure (other

than undercapitaligation} is removed.
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walton, Seymour, School of Commerce,
{1922), Chap. 40,

Walton, Seymour, School of Commeree, Federal Tax Course,
(3.930) 3 Qhap. 6!

ez (New York,
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Table 1

—

8 month deals

9 month deals

10 month deals

due
month

ot
i Payments Volume

period

Payments Volume

due
month

period

Payments Yolume

due
month

period

Payments Volume

due
month

period

GebEE Boowe oeawme

-3 22

[ XA R NE R

0.14286
0.16386
0.18889
0.281328

0.24371
0,278562
0.31831
0.20053
0.25247

0.84192
0.24962
0.B0649
0.84520
0,85343

0.34440
0.24763
0.24985
0.25086
0.25118

0.22930
0.27098
0.24917
0.24086

1.00000
1.14286
1.30812
1.49271
1.70698

1.94967
2.32819
2.54850
2.74703
2.99950

50 84-148*

3.49124
3.75773
4.00293
4.26636

4.50076 -

4.74839
4.998354
$.24919
$.50034

5.72984
6.00068
6.24979
6.49965

(AR R E X 2 ]

0,12500
0.14071
0.15818
0.17808

0.80017

0.22093

0.24874
0.28508
0.19678

0.20456
0.21286
0.21936
0.22451
0.2278%

0.22783
0.232466
0.21709
0.21978
0.22166

0.22586
0.22249
0.28308
0.222851

1.00000
1.12800
1.20674
1.42383
1.60156

1.80208
2,03198
2.88070
2.566578
2.76151

2.96607
S.17862
5.39798
2.08249
3.85008

4.07789
4.30255
4.51964
4.73042
4.96108

5.18463
5.40712
5.63020
5.85271

[ X2 R A YN ]

0.11111
0.12346
0.13717
0.15242

0.16935
0.18817
0.20908
0.23231
0.25812

0.17569
0.18886
0.18046
0.19587
0.20003

0.20344
0.230514
0.20470
0.20164
0.19638

0.19768
0.19918
0.20026
0.20081

1.00000
1.11111
1.23457
1.371.74
1.52416

1.64361
1.88168
2.08075
2.32308
2.58118

2.75666
8.93972
2.12018
3. 52440
3.58449

3.72793
393307
4.13777
4.35941
4.53477

4.73231
4.95149
§.13174
5.33285

sos st

0.10000
0.11000
0.128100
0.13310

0.14641
0.16100
0,17720
0.19483
O.2142¢

0.2379
0.18938
0.1683
0.17004
0.1763

0.18010
0.18347
0.18571
0.18657
0.18673

0.18287
0.1775¢
0.18048
0.17073

1.,00000
1,10000
1.21000
1.38100
1.46410

1.61051
1.77156
1.9487¢
2,14359
2. 5579

2.59374
2.75312
2,91843
3.06027
S.20010

3.44520
3.62867
2.81428
4.00096
4.18668

4.88955
4.54714
4.73862
4.90736
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Tabls 2

To be used in connsction with the sscond

method of investment.

In addition to the capital introduced in the
same emount as the first are introduced in

each suocessive month of the pericd.



Teble IX

3 month deals 4 ronth deslas
Month
(interval)

Foa Psyments New Total Payments New Total
Gue volume volune due volume volume
month month period month month period

3- L ZE XL NN} l.m IOW [ Z 2 ER X ¥ 2 1.%900 1!00905

B 0.35388 1.33888 £.53855 0.85000 1,28000 2.25000

3 0.77778 1.97778 4.111)11 0.56280 1.56250 3.81250

4 1.37087 2.3703%7 6,48148 0.95813 1.95313 5.76563

& 1.82716 =2.83716 9.30864 l.44141 2.44141 8,20703

6 2.,38510 2.382010 12.635374 1.80176 2.8017¢ 11.0087¢

7 2.84088 3.84080 16.47462 2,18070 3.18970 14.19849

8 B.33106 4,83108 20.,80887 2.50850 3.59680 17.79498

] 3.85834 4.83254 £25.,63801 3.00734 4.00734 21.802%2

10 4.33476 5.3347¢ TO.97RT7 S.30888 4.30882 26.20114
11 4.83878 5,83272 30.80548 3.79809 4.79809 50,99123
b ¥4 5.33327 G.33387 45.136876 4.20019 5.80019 36.1994%8
i3 5.88358 6.83358 49.97833 4.60111 65.60111 41.80083
14 6.33318 7.3339 H7.30852 4.00988 5,00050 47.80008
s 6.83335 7.83330 65.13887 5.39974 6.30974 54.19082
lé 7.38357 D.35537 73.47224 G.80015 5.80015 60,99997
17 7.88330 8.83830 B2,30654 6.20014 7.20014 68.20010
iB 8.33354 0.33334 91,62888 6.50089 7.50989 75.70999
19 8.83334 0.83354 101.47282 6.90008 7,999908 83,79097
20 P.35383 10.33335 111.808506 7.40004 B8.40004 92.2000)
21 9.83854¢ 10.888534 182.63888 7.80001 8,80001 101.00002
28 10.33338 11.33333 133.972228 B8,19998 9,10998 110.80000
23 10,83338 11.63533 145.80655 8.80000 9©.60000 119.80001
24 11.33333 18.33833 158.,13888 9,00001 129.80008

10.00001




Table 11

§ month deals 6 month deals
onth
(interval)

No. Payments New Total Payments New Totel
due volume volume due volume volume
month month period month mopth period

1 [EX R TR Y) 1.W 10W ovba.OQ 1000000 1.00000

3 0.20000 1.20000 ~ 2.80000 0.16667 1.16667 2.16667

3 0.44000 1.44000 3. 64000 0.36111 1.3611 3.58778

4 0.,72800 1.72800 5, 36800 0.58796 1.58706 5.11574

5 1.07360 2.073680 744160 0.80282 1.30268 6.94837

8 1.48882 2.48852 9.92992 1.1613% 2.16139 9.12078

7 1.78699 2,.78599 12.71801 1.52163 2.52163 11.65139

8 2,10818 3.1038 15.81909 1.77528 B.7T7585 l4.42662

] 2.43582 3.45088 19.30401 2.04388 3.04335 17.46994

15 R.79790 3.79739 a3,03230 2.32370 3.32370 20.79364

n 3.11814 4.11814 27.15044 2.61298 3,61208 24.40662

12 344409 4.44409 31.50453 2,90638 3.90638 28,31300

13 3.7T7673 4.77078 36.370R6 8.19721 4.10721 32.51080

14 4.11032 §5.,11032 4l1.48008 B.47647 4.476047 36.986867

15 4.44513 5.44013 48,0857 3.7600) 4.76001 41.74668

16 4.,77844 5.77844 5BR.70415 4.04013 5.04813 46.79281

17 5.11079 6.11079 ©08.81494 4,33320 6,33320 52.12600

18 Badddl3 0G.44413 €5,25907 4,61990 5.61990 B7.74590

19 B.77708 6.777028 78.03809 4.90549 5.,908549 63.65139

20 8.,11130 7.11130 79.14739 5.18020 6.19080 69.84159

21 6.44437 T.44437 ©66.59176 5.47088 6.47582 76.3)1741

22 C.77798 7.77772 94.38048 5.7617% 6.76179 83.07920

23 7.11104 8,11104 1082,.48058 8., 04778 7.04773 90.12893

24 744454 B.44454 110.98606 G 33349 7.33349 97.46042




Table II
7 month deals 8 month deals
Month
(interval)

No. Payments Rew Total Payments New Total
due volume volume due volume volume
month month pexriod month month period

1 SeBERSS IOW IOW "800 00e lomm l.mo

2 0.14886 1.14286 2.14280 0,12500 1.12500 2.12500

3 0,306128 1.30612 3.44808 0.,2657)1 1.88571 3.39071

4 0.492871 1.492871 4.94169 0.42383 1.42383 4.81454

5 0.706986 1.708596 6.64765 0.60188 1.6018¢ 06.41640

6 0.94967 1.M4987 8.59738 0.80203 1.80203 08.21843

4 l.22819 32.22819 10.88561 1.03196 2.0319¢ 10.25039

8 1.54650 2.54650 13.37201 1.28070 2,.28070 12.58109

9 1.74703 2,74703 16.11904 1.56578 £2.56578 15,.00687

10 1.99950 2.99950 19.11854 1.76151 2.76151 17.085838
1l 2484142 5.24142 28,.35996 1.96607 2,96807 20.82445
iz 2.49124 5.49124 25.85120 2.,17888 3.176862 24.00307
13 275773 3.75773 29.60893 2,30798 3.39798 27.40108
14 3.00893 4.00893 33.61186 2.08249 3.62249 3108354
15 3.86636 4.35636 37.86822 2.86006 3,80006 34.87360
1¢ 3.50076 4.50076 42,.36808 3.07789 4,07789 3I8.98149
1w 3.7T4838 4.74B39 47.117W 3.30855 4.30256 43.25404
18 3.99834 4.98834 52.11571 3.51904 4.51964 47.77368
19 4.24919 5.24919 057.36400 3.73942 4.73942 52,51310
20 4.50034 5.50034 62.86524 3.90108 4.96108 57.47418
21 4.72964 5.72904 068,050488 4.18483 5.18463 62,6588
82 5.,00062 6,00068 74.585580 4.40712 DB.40718 68.06693
23 B.24979 6.24979 80.84629 4,63020 5,63020 73.69613
24 5.49965 0.40980 B87.34494 4.85271 5.85271 79.54884




Table 1I

9 month desls 10 month deals

Month

{interval)

Ko. Peyments New Total Peyments New Total
due volume volums dues volume volume
month month period month nonth period

1 sesvans Leo00000  1.00000 esesssns 1.00000 1.00000

8 0.11111 1l.11111 2,111 0.10000 1,10000 2,10000

3 0.23457 1.23487 3.34568 0.,21000 1.381000 3.31000

4 0. 37174 1.37174 4.71742 0.33100 1.33100 4.64100

5 0.08416 1.58416 6.24158 0.46410 1.46410 6.10510

s 0.84381 1.64581 7.93509 0.61081 1.61001 7.71581

4 0.88168 1.88168 9.8167¢ 0.77156 1.77156 9.48717

8 1.08075 £.08078 11.90758 0.,94876 1.94876 11.430698

9 1.58306 2.32306 14.23087 1.14359 2.143590 13.57958

10 1.58118 2.08118 18.81176 1.35795 2,35796 15.93747

11 1.76686 2,76686¢ 19.0686) 1.50974 2.50374 18.53121

iz 1.93972 2,98072 82.50833 1.78312 2,753.2 R21.26433

13 2.12918 3.12918 85,83758 1.01845 2.91843 24.20876

14 2,324406 3.38448 28,96197 2.08927 3.08987 27.29308

15 2.58449 3.52449 32.48648 8.286510 S.26510 30.58713

1s 2.78793 B.7R793 06.21439 2.44520 3.44520 34.00233

1? £2.95307 3.93%07 40.14746 2.82067 3.63887 37.83100

is BJI3777 415777 4428683 2.81438 3.81438 41.44538

1e 3.3804]1 4.33041 48.62483 3,00000 4.00095 45.44833

20 3.55477 4.53477 53.15040 3.18668 4.18688 49.6330)

£l 3.7528 4.73231 DH7.89171 B.369080 4.36985 54.00258

22 3.95149 4.93149 62.82580 3.54714 4.54714 B8.54070

28 4.,1874 5.18174 07.85494 3.75662 4.73662 63,28032

24 4. 33855 73.808749 3.90738 4.90735 68.19367

5.33380




Table II

11 month deals

12 month deals

¥onth
(interval)

No. Payments Hew Total Payments New Total
due volume volume due Yo lume yolume
month period period wonth - month period

1 asrsase  1s00000 1,00000 sesssse 1400000 1,00000

2 0.,00001 1.00091 2,09081 0.,08333 1,08333 2.08333

3 0.10008 1,19008 3.28099 0.17361 1.17361 3.2569%4

4 0.29887 1.20887 4.57926 0.27141 1.27141 ¢.52836

-1 0.41626 1.41626 5,99858 0.37738 1.37738 5.90572

. 0.54505 1,5405085  7.54057 0.40814 1.,40214 7.20786

7 0,688561 1.885081 9.22808 0.61649 1.6164% 9,01438

8 0.83874 1.B3874 1l11.06488 0.75120 1.75120 10,78566

9 1.00591 2,00591 13,07073 0.88713 1.69713 12,66287

10 1.18825 2.186825 15.30898 1.05822 R2.05532 14.71790

pu R 1.38718 2.38718 17.64618 1.82640 B£.22049 16.94439

12 1.60419 2.60419 £20,285035 1.41203 2,41803 19,35642

13 1,75008 82.75002 23.000% 1.61308 2.61303 281.96945

14 1.90086 2,90086 25.90124 1.74745 2,74745 24.71691

15 2,05688 3.05638 28.90762 1.88813 2,88613 27.80304

16 2.21621 8.21621 38,17383 8.02884 3.02884 20,63148

bR 4 2.37984 3.37984 35.56367 2,17529 5.17529 33.80717

8 2.,54664 5.5406084 39,1003 2.32512 3.32512 37.13239

19 2.71583 3.71583 42.81614 2.47787 3.47787 40.61015

20 2.80648 3.88848 46.70262 2.83208 3.,603208 44.34304

g1 3.05668 4.09652 50.75914  2.78980 3,78080 48.03293

22 B.22736 4.22736 54.98650 2.,94758 35,947562 ©61.98045

23 3.39465 4.30460 69,38115 3.1068)1 4.10621 56,08566

24 3.56742 4.55742 63.985857 8.26177 4.28177 60.34743




Table IX

15 month deals

18 month deals

Month
(interval)

No. Payments New Total Payments New Total
due volnme volume due yolume volume
month month period ponth month period

1 (XX RZ LR ltw lhm [ 22 X R R ] 1000000 1.60000

2 0.06667 1.06667 2,08687 0.05656 1.0055¢ 3,05656

S 0.13778 1.13778 3.20445 0.11420 1,11420 3.16976

4 0.81863 1.81363 4.41808 0.17810 1.,17610 4.348584

5 0.20454 1.20454 5.71261 0.24144 1l.24344 b.58729

é 0.,38084 1,3808¢4 7.00045 0.31041 1.31041 6.89769

7 0.47290 1.47890 8.56635 0.38321 1.38331 B8.20090

8 0.57109 1.571090 10.13744 0.40000 1.46005 ©,74095

9 0.67683 1,.67583 11.81327 0.54116 1.54116 11.2881)

10 0.78756 1.,78780 13.60082 0,62¢78 1.62678 12,90890

11 0.90872 1.90678 16,50765 0.71716¢ 1.7171¢ 14.,62608

12 1.03384 2.03384 17.54138 0.,8125¢ 1.81856 16.43862

13 1.16943 2.16943 19.71081 0.91386 1.91226¢ 18,35187

14 1.31405 2.31405 22.02488 1.01966 2.01955 20.37142

15 1.46853 2.46833 E4.,49319 1.13175 £.1375 22,5057

18 1.622868 2.63288 27.12607 1.85018 R.25018 24,75336

7 174174 2.74174 20,8678} 1.57519 2.37519 27.12853

18 1.85412 2.85418 32,73192 1.50714¢ 2.50714 29.63567

19 1.96853 2.90803 35.690456 1.64648 28.64643 32,88210

20 2.08552 3.08552 38.77597 L.73760 2.73790 35,02000

4 § 2.20493 3.20493 41.96081 1.88136 2.82138 37.88136

a8 B.32054 35.32654 45.30745 1.92832 2.98338 40.77468

23 2.45012 3.45012 48.76786% 2.01678 3,01676 43.79143

24 2.857639 3.67639 52,33296 2,11156 3.11188 46.90398




Table II

21 month desals

24 month desals

Month
(intervel)

Ho. Payments New Total Payments New Total
dus volume volume due volume volume
month month period wonth month period

1 seveese 1o0OOCOC  1.00000 sssesss 100000 1,00000
2 0.04762 1.047628 2.04762 0.04167 1.04167 2,04167
3 0.0976)1 1.09751 3.14513 0.08507 1.08507 &.21674
4 0.14977 1.14977 4.20489 0.13028 1.13026 4.26702
8 0.,20452 1.,20452 5.49941 0.,17738 1.17738 5.43439
¢ 0.26188 1.26188 6.76139 0.22643 1l.22843 6,68088
4 0.32197 1.32197 B.083285 0,27754 1.277654 7.93836
8 0.38492 1.38492 9.4881% 0.33077 1.33077 9.26013
9 0.45086 1,45086 10,.91903 0.38621 1l.28621 10,65534

10 0.,51905 1.51995 12.43899 0.44397 1.44397 12.09032

11 0.59233 1.059835 14.03132 0.50414 1.50414 13.60345

12 0.86816 l.66816 15.60947 0.56681 1l1l.06681 15.17027

13 0.74769 1.74759 17.44708 C.63210 1.63210 16.80236

14 0.8308)1 1.83081 19.27788 0.70010 1.70010 18.50246

15 0.91799 1.01799 21.1988% 0.77004 1.77094 20.27340

18 1.00833 2,00033 83.20519 0.84473 1.84473 22.11813

17 1.10501 2,10601 25,31080 0.928150 1.98159 24.03071

i8 1.80525 2.,20585 27.51545 1.00166 2.00166 26,04138

19 1,31086 2.31028 29,82570 1.08608 2.08606 28.12642

20 1.48027 2.48027 32,24597 1.17194 2.17194 30,20838

81 1.58562 2.53662 34.781490 126243 32.26243 32.56079

23 1.605026 2.60086 37.44075 1,26670 2.35670 34.91749

23 1.73613 2.73613 40.17589 1.45490 2.45400 37.37%69

24 1.816561 2.818561 42.99140 1.56718 2.558718 39.92057




Table &

To be used in connection with the third

method of investment,

In addition to the capitel introduced in

the first month additional sums of the same
amount as the first are introdueced in each
successive month but such additional invest-

ments are sontinued for a limited number of

months only.



Tabls III

6-month deals
Month 3 succesaive investments 5 successive investments
(interval)
No.
Payments New Totel Payments New Total
due volume volume due volume volume
month month period month month period
1 sevnsss 1s00000  1,00000 1.00000 1.00000 1.00000
2 0.16667 l1.16667 2,16667 0,)16687 1,16667 2.16667
4 0.58796 0,58798 4.11574 0.58796 1.58796 5.11574
5 0.68596 0,088598 4.80170 0.86262 1.852628 6.96857
6 0.80088 0,800E8 B,60198 1.16)39 1.16139 8.129%76
7 0.93387 0.,93387 86,5356 1.56426 1.35498 9.48472
8 0.98260 0.98860 7.458825 1.41412 1.41412 10.60884
9 0.88193 0.,88193 8.34018 1.48536 1.45536 13.35420
19 0.80207 0,80207 9,14825 1.47107 1.47107 13,82527
11 0.,83775 0.,83775 9,98000 1.45159 1,461%9 15.27688
12 0.86308 0.88306 10.84306 1,38476 1.38470 ls.66l161
13 0.87350 0.87350 11,71656 1,42197 1.42197 18B.08358
14 0.86549 0.863490 12,58006 1.43315 1.433156 19.51873
15 0.85363 0.85563 13.43368 1.43631 1.43631 20,95304
i6 0.848935 0,84898 14.206261 1.43215 1.43315 22,38619
17 0.86672 0.85672 15.13933 1.42681 1.42681 23.81300
8 0.85989 0.85980 15.099823 1.48270 1.42870 26.,23570
19 0.88936 0.85036 16.85868 1,42802 1,48002 26,86472
20 0.85701 0.85701 17.71589 1.,43019 1,45019 28.09491
21 0.855%2 0,86602 18,57151 1.42069 1.42969 29.52460
28 0.86630 0.85630 19,4278} 1.42860 1.42860 30.95380
23 0.85783 0.85758 20.285634 1.42783 1.42783 32.38103
24 0.,85767 0.85767 21.1430) 1.42800 1.,42800 33.80903




Table IIX

10 month deals

Month 3 successive investments § successive invesinents
(interval)
No.

Payments New Totel Payments New Total

due volume volume due volume vo lume

month month period mnth month period
1l sssases 1.00000 1.00000 ssesess 100000 1.00Q00
2 0.10000 1.10000 £.10000 0.10000 1,10000 2.10000
3 0.81000 1,21000 3,31000 0.81000 1,81000 3.31000
4 0,.33100 0.38100 3.84100 0.,33100 1.33100 4.64100
5 0.38410 0,36410 4.00510 0.46410 1,46410 6,10810
8 0.40051 0,40051 4.40861 0.610561 0.,8105) 6,71661
7 0.,44056 0,44056 4.84617 0.67156 0,87156 7.38717
8 0.45406 0.484686 5.33083 0.73876 0.7387¢ 8.18603
9 0.53308 0,53308 5.86301 0.81250 0.81259 8,93852
10 0.58630 0.56639 6.45030 0.,90000 0,90000 9.83237
11 0.64498 0.64498 7,09588 0.98323 0,98383 10.81560
12 0.,60853 0,60068 7.70481 0.98156 0.98186 11l.79716
13 0.56048 0.56048 B8.28529 0.96967 0.96967 12.76683
14 0.405863 0,495563 8.76082 0.945688 0,94568 13.7126)
15 0.,51198 0,81198 9.27280 0.90715 0,90715 1l4.81966
18 0.52677 0.52677 9.7995%7 0.85146 0.85146 15.47112
17 0.53940 0.83940 10,323897 0.87568 0.87565 16.34607
18 0.54928 0.54928 10.888206 0.89895 0.80895 17.24262
19 0.55575 0.6568756 11.44400 0.91168 0.91168 18,1543%0
20 0,56801 0,55801 12.00201 0.92158 0.92158 19,07%688
21 0,86517 0,85817 18.56718 0.92438 0,92435 20,00023
22 0.54619 0,54819 13,10337 0.91847 0.91847 20.91870
23 0.54994 0.54994 13.65331 0.,92284 0,92824 31.84094
24 0.,53780 0.53780 14.19111 0.,90840 0,00640 22,74734




Teble IIX

¥onth
( interval)
No.

Do

P
COOI

BREERE

16
by

&

19

8

RESRE
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ponth deals

3 sucessive invesiments

B successive investuents

Payments New Total Payments Xew Total
due volume volume due volume volume
month _ month __period month _ month  period
sasnsse 100000  1.00000 eeerees 1.00000 1.00000
0.,08833 1,08333 2.08333 0.08333 1.08833 2,08383
Q17361 1,17381 3.85694 0.,17361 1.17361L 35.25694
0.87142 0.87)42 3.52836 0427141 1.87141 4.52836
0.80403 0,89403 3.82239 0.87736 1.37738 5.00872
0.31853 0,31853 4.140082 0.49814 0,49214 6,39786
0.34507 0.34507 4.48609 0.53818 0.5331l¢ 6.93108
0.27084¢ 0.37384 4.85083 0.57760 0.57Y59 7.560861
0.40498 0,40408 5.26481 0.62570 0,82570 8.1343)
0.43874 0.43874 5.70355 0.87787 0.67787 8.81218
0.47629 0.47529 6,17884 0.,73435 0.73435 9.54653
0,61492 0.51492 06,60378 0.79554 0.79554 10.34807
0.58779 O0.55779 7.8518% 0,88185 0,861856 11.20300
0.58097 0.52007 7.772858 0.86034 0.85084 12.05424
0.47410 O0.47410 8.24862 0.83090 0.82090 12.888514
0.41581 0,4158]1 8.60243 0.80235 0,80238 13.88749
0.48785 0.,42783 9.0902¢ 0.76386 0.,76326 14.45075
0.43099 0.43899 9.58020 0.71309 0,71809 15.16264
0.44902 0.44902 9.97827 0.73040 0.73040 15.893524
0.45770 0.45770 10.43597 0.74686 0,74686 16,84010
0.46487 0.46487 10,90084 0.76095 0,76005 17.401086
0.46966 0.46966 11.37030 0.77823 0.77223 18.17328
0.47882 0,47822 1).84258 0.78009 0.78009 18,953%7
0.47198 0,47198 12.3.450 0.78391 0.78301 19,73788

P



Table III

18 month deals
M¥onth 3 suscesaive inveatmente $ successive investments
{interval)
Ko
Payments New Total Paynments New Total
due volume volume due volume  volume
month month period month month period
1 [E 2 XEXE] 1.00000 l¢00900 [ AR EREE) 1.000@0 1.06600
2 0.06856 1.086886 2.05666 6.08566 1.08666 2,065568
3 011420 1.11420 5.16970 0.11620 1.11420 3,16978
4 0.17609 0,17609% 3.34564 0.,17610 1.17610 4,34564
] 0.185689 0,1888% 3.5373 0.,24144 1.24144 5.58729
8 0.1968) 0.,19681 3.72704 0.31040 0,81040 §5,09769
4 0.20712 0,20712 3,93008 0.38765 0.82765 6,.28534
8 0.21860 0,21860 4.1536¢ 0.54586 0.345686 6.57180
] 0.23076 0.23078 4.38443 0.36507 0.368507 6.95627
10 0.84358 0,24368 4.£26800 0.38534 0.386534 7.32181
11 0.86711 0.28711 4.88511 0.40878 0.40676 7.78837
iz 0.87140 0.27140 5.15651 0.,42935 0.,42038 8.,18772
18 0.20648 0.28646 5.44897 0.45320 0.453280 8.61098
14 0.308%8 0,30239 &5,74536 0.47839 0.478390 9.0802)
15 0.31919 0.31919 6.06458 0,50496 0.50496 0,.59427
16 0.85693 0.33893 6.40148 0.53808 0,532308 10.12789
17 0.35568 0.305668 6.757)1 0.56872 0,58872 10,6900L
18 0.37639 0.37639 7.13850 0.5987% 0.59379 11.28380
e D.39688 0,30688 7,52875 0.02688 (.62¢88 11.91068
20 0.36373 0.38378 7.80)47 0.60615 0.606156 12.5188%
2 0.32422 Q.32422 8.21569 0.58)18 0.58118 13.09801
22 0.27689 0.37689 8.40258 0.04C14 0.54814 13.54615
23 0.,87685 0,87885 £.77143 0.50961 0.50981 14,1567¢
24 0.88019 0.86019 9.05162 0.46512 0.46512 14.62008




AOE4 SANERC  ¢RVER"O

SIROB*TT ZOTLPC OO b (]
SCT2L*TT SIREP*D SEBM0 SAVL0*L DICOR*0 VIEORO s
84448°0T TYRY*O TIGEY*O POTSLY WOTLRO WUB*D e
LOZVPOT  TAATPO TALTFYO £P6Ta'e SL0DETC  BL098%0 L ¢ 1
96¥20°0T 6800P*0  S800%"D 99862*9 CROSe*0 g2088°D 08
SO239°  LOVORSO 46PER'0  00900°0 ITOWR'0 ¥ROVR*0 61
00628°¢  906S°0 D9698°0  98494°C TL0NZ*0  TLONE'O at
MWEA*T  AAVER'U  44POR%0 98488  GPIRRCO evTEE*O 4T
LOPT0°C  600P2*0 egD¥C0 UG SIBTE*O S0BTE*O 1 44
S0PLT*S 96928°0 96080 2TR0T°S STI0E°0  FTYOR*O -1 4
STLY6%4  SHRT2°0 eaRIR*0 TOLE8*Y A688Y°0 4886T'0 1 44
S898G°4  BETOR*0 2STOS*0  FOL04L°F -TIBGT'0 TY98T*0 et
T6TE8*°4  63882°0 &2802°0 LVIS*Y THOBY*C TEOET*O 4
2OUNS'D 60448°C BRLLE"O WYY  PESAT0 DORLTO 1
£6999°9 TINIB'O 199930 S800T°Y GWSEY0 4W99T0 i1 4
&LOL*9 00080 £e00Et0 TOPOE"S  LAEOT°0 448810 8
OSEYT'O  OASYED 04098°0  BAINS°C OWRQT0  OWEQTYO 8
49088°% 980230 SBMRE*0 WIN'E WPTC AT b
L0009  PIOEC'0 PIURETO SOMIC°e L8TIT'0  LETIT*O 9
2P*e  SRAATT  824T*0 242822 04210 OQLORT*0 ]
£0408°Y  B308T'T SEORT*0 B0488°C OBO0ET*O OB0CT*O
PLOTT'E LOGDOT A0GUOYO  PLOTTS 40UB0°T 40880°C ]
A9TR0°8  L9TP0O°T ASTP0%0  LOTYO'E  AOTWO*T  L9T190°0 g
00000  0000N*Y ¢entees GO000*T  00000*T . 1
pojaed wguou | gyuem porsed qimom  yyuom
UNTCA ONNTOA  enp sumycA SumMYoA  enp
Tes0% asg  syuenieg Te80% Aoy sgmeuley
“on
{Teaxeuy)

LUSI SOANT GATSHCOINN g

PINGNIFGAUT GATUSOOONS @  YSWON

III stamy



	Financing and accounting procedure of installment selling
	Let us know how access to this document benefits you.
	Recommended Citation

	tmp.1386360007.pdf.rxNm6

