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Impact of Bad Debt Write-Off On Sales/Day Sales Outstanding

Bad debt write-offs affect more than your company’s cash flow and bottom line performance. They
also impact its sales and marketing efforts. The below table shows the “multiplier” impact on sales
from bad debt write-offs. For example, a business with a net profit of 2%, experiencing $100,000
in write-offs, would require an additional $5,000,000 in sales to offset the loss of profit on the
$100,000 in write-offs.

Bad Debt Write Off

....And Your Net Profit is

2% 3% 4% 5% 6%
$100,000 $5,000,000 $3,333,333 $2,500,000 $2,000,000 $1,666,666
$250,000 $12,500,000 $8,333,333 $6,250,000 $5,000,000 $4,166,666
$500,000 $25,000,000 $16,666,666 $12,500,000  $10,000,000 $8,333,333
$750,000 $37,500,000  $25,000,000 $18,750,000  $15,000,999 $12,500,000

$1,000,000 $50,000,000  $33,333,333 $25,000,000  $20,000,000 $16,666,666
$2,500,000 $75,000,000  $50,000,000 $75,500,000  $30,000,000 $25,000,000

Days Sales Outstanding (DSO)
_ Accounts Receivahle

Total Credit Sales

DSO is a common measure of the average x Number of Days

number of days that a company takes to OR

collect revenue after a sale has been made. A

low DSO number means that it takes a

company fewer days to collect its accounts Accounts Receivable
receivable. A high DSO number shows that a ~ | {Total Credit Sales
company is selling its product to customers on [ Number of Days ]
credit and taking longer to collect money. DSO

is usually reviewed quarterly or annually.

The following is a guide if you use 30 days as a payment term. What is yours?

Very Good Good Fair/Poor Poor

under 45 days 46 - 59 days 60 - 74 days over 75 days



About WCS

Est. in 1983, Williams, Charles, & Scott LTD. (WCS) is a leader in the Commercial Collections
Industry, providing prompt, personal, and effective service. With a diversified clientele on both a
Domestic and International level, WCS has a track record of excellence in handling all types of
Commercial accounts. Furthermore, WCS is both bonded and insured and maintains a trust
account for all recovered funds.

The staff at Williams, Charles & Scott Ltd. can be reached at 1-800-652-4445 or
sales@wcscollects.com. While we may be diligent in our collection efforts, the staff also focuses
itself on being responsive to inquiries, suggestions, and requests whenever they arise. Feel free to
contact us for any reason regarding your past, present, or future collection needs.
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