CONCEPT: RATIOS — ACCOUNTS RECEIVABLE TURNOVER

e The Accounts Receivable Turnover Ratio relates the amount of to average AR levels.

O The Accounts Receivable Turnover ratio is a common ratio

EXAMPLE: XYZ Company had net sales of $500,000 and COGS of $320,000. If the beginning balance of AR was $75,000

and the ending balance in AR was $25,000, what is the AR Turnover ratio?

PRACTICE: ABC Company had $200,000 in Net Sales and Gross Profit of $80,000. If AR had a balance of $16,000, what
is the AR Turnover ratio?

a) 5
b) 7.5
c) 12.
)

d) Not enough information



