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* Thereis a significant difference between trade discounts and cash discounts.

* Trade discounts refer to a reduction in list price, allowed by a supplier to a buyer
while selling the product generally in bulk quantities to the concerned buyer.

* By contrast, a cash discount is a discount granted by a supplier to a buyer for cash
payments to facilitate debt collection. The buyer will obtain the cash discount as
long as they can pay the cash (debt) in advance within a set term.

02/07/22 CCS | Bookkeeping - Everybody Can Do It

Comparative Table

It is provided by the seller to  This discount is granted by the
the buyer when he seller at the time the buyer
Source purchases products in makes payment. It is therefore
accordance with the seller's not predetermined but is
discount policy. determined on an ad hoc basis.

It's a way to retain customers
by rewarding bulk purchases
and recurring purchases.

It's more of a bargaining tactic
to get the buyer to pay earlier.
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Basis of Comparison Trade Discount Cash Discount

L A reduction in the product's Given by seller on the
Significance . i o .
pricing given by the seller invoiced price
+: - When th initi
- . When a buyer initiates a purchase e Sl
- Timing : . . a payment, a cash
" order, a trade discount is applied. . . .
n discount is applied.
+ Th i i o
e es;[r:acz(?c:elsgomuonir:i n;)tarslceoirsded Recorded at the debit side
an Accounting Pay on the cash book (*) as

computed after the discount is

. o Discount
applied from the invoice.
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or further consultation, please contact:

Chin Chee Seng
Partner

+6012 365 4331
cschin@ccs-co.com

Wong Woei Teng
Audit Partner

+6017 237 8233
woeiteng@ccs-co.com

Jared Low
Assurance Director
+6018 763 4813
jared@ccs-co.com
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