Days' Sales Outstanding (DSO) Ratio

Days' sales outstanding ratio (also called average
collection period or days' sales in receivables) I1s used
to measure the average number of days a
business takes to collect its trade receivables after
they have been created. It is an activity ratio and
gives information about the efficiency of sales
collection activities.

Formula

Days Sales Outstanding 15 calculated using
following formula:

Accounts Recelrvable
Credit Sales

DSO = Number of Days

If possible, use the average accounts receivable durning the penod.

Another formula which uses the accounts receivable turnover is:
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Cintzoenreed

R Coniraller & Maragemeni

Avcenniing Carn



