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PUZZLE

The Vendor Financing Puzzle

Problem: A company is offered vendor financing for a purchase of raw materials worth
$200,000. The terms are 2/10, net 30, which means a 2% discount is offered if the payment is
made within 10 days; otherwise, the full amount is due in 30 days.

Question: Should the company take the discount or pay on the 30th day if it can borrow funds
at an annual interest rate of 10%?



