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DESCRIPTION  

  

The Average Pay Days is the average number of days within which a customer settles 

outstanding invoices. This feature helps you evaluate each customer’s payment 

performance. This can be used, along with the YTD Sales information, to assess whether 

more discounts and higher credit limit will be granted to a customer. A customer’s Average 

Pay Days is shown in the Avg Pay Days field in the Customer Maintenance > 

Information tab and other related Transactions function. This Technical Note explains how 

the Average Pay Days feature works and discusses the benefits of using it.  

 

SOLUTION   

  

Average Pay Days Formula 

 

The Average Pay Days is calculated using the following formula: 

 

[Sum (Closed date – Invoice date) / Total number of records] 

 

Notes:  

 

• A Closed date is the date when an invoice is fully paid/settled. 

 

• A minimum value of “1” is assigned when all settled invoices are paid on the same date 

(C.O.D.) or the Closed date is equal to the Invoice date (Example 2 in the Illustration 

section below); however, if there were other invoices with Closed dates that were later 

than the Invoice dates, AccountMate will use the formula above (Example 1 in the 

Illustration section).   

 

Starting in AccountMate 11.1 for SQL/Express, the Average Pay Days calculation is changed 

to include only the invoices that are fully paid within the time frame chosen in the SO/AR 

Module Setup function. A Calculate Avg Pay Days for section is added in the General 



(2) tab > SO Module Setup and AR Module Setup functions with these available time 

frame options—30 days, 60 days, 90 days, 180 days, 365 days, and ATD. For example, 

if the option to calculate the average pay days for 30 days was chosen, AccountMate will 

include in the calculation the AR invoices, excluding the sales return invoices, that have 

been fully paid within the last 30 days. If the ATD option was chosen, AccountMate will 

include in the calculation all the fully paid AR invoices, excluding the sales return invoices, 

regardless of when these were paid.  

 
Transactions that Affect the Customer’s Average Pay Days 

 

Average Pay Days is calculated based on invoices with no outstanding balances. A 

transaction that changes an invoice balance from zero to non-zero, or vice versa will affect 

the customer’s Average Pay Days. The following transactions will affect the customer’s 

average pay days: 

 

1. Application of full payment to an invoice 

2. Recording invoices with pay codes set to “Apply Payment Automatically” 

3. Approving advanced billing with pay codes set to “Apply Payment Automatically” 

4. Performing period-end closing, if the operation causes historical invoices to be purged 

from AccountMate 

5. Amending a fully paid invoice, if it causes the invoice balance to change from zero to a 

non-zero value 

6. Voiding a payment, if the invoice to which the payment was applied has a zero balance 

7. Voiding an applied credit, if the invoice to which the open credit was applied has a zero 

balance 

8. Voiding a discount, adjustment or write-off; if the invoice to which these were applied 

has a zero balance 

 

Illustration 

 

The following examples illustrate the customer Average Pay Days calculation: 

 

• AccountMate 11.1 for SQL/Express and higher versions 

 

Examples 
Invoice 

Date 
Closed Date 

Average Pay 
Days 

 
1. Apply date > Invoice Date 

SO/AR Module Setup    Calculate 
Avg Pay Days: 30  

Current system date: 1/31/2021 

 
Invoice 1: Paid 10 days later 
Invoice 2: C.O.D. 
Invoice 3: Paid 60 days later 
 

 
 
 
 

 

 
1/1/2021 
1/7/2021 
1/8/2021 

 
 
 
 

 

 
1/11/2021 
1/7/2021 
3/9/2021 

 
 
 
 

 

 
(10+0)/2 = 5 

 

2. C.O.D. Invoices 
SO/AR Module Setup    Calculate 
Avg Pay Days: 30 
Current system date: 1/31/2021 

 
Invoice 1: C.O.D. 

Invoice 2: C.O.D. 

Invoice 3: C.O.D. 

 

 
 
 
 
 

1/30/2021 

1/30/2021 

1/30/2021 

 

 
 
 
 
 

1/30/2021 

1/30/2021 

1/30/2021 

 

 
 
 
 
 
(0+0+0)/3 =1* 



    

    

 
3. Voiding an applied payment 

SO/AR Module Setup    Calculate 
Avg Pay Days: 30 
Current system date: 1/31/2021 

 
Invoice 1: Paid 10 days later 

Invoice 2: Paid 14 days later 
Invoice 3: Paid 5 days later 
 
Invoice 2: Payment voided 
 

 
 
 
 
 
 

1/6/2021 

1/1/2021 
1/8/2021 

 
 
 
 
 
 

1/16/2021 

1/15/2021 
1/13/2021 

 
 
 
 
 
 
(10+14+5)/3 = 9  

 
 
 
(10+5)/2 = 7 

* Minimum Average Pay Days value when all settled invoices are paid on the same date (COD) 

 

• AccountMate 10.4 for SQL/Express/LAN and lower versions 

 

Examples Invoice Date Closed Date 
Average Pay 

Days 

 
1.  Apply date > Invoice Date 

Invoice 1: Paid 10 days later 

Invoice 2: C.O.D. 
Invoice 3: Paid 60 days later 
 

 
 

1/1/2021 

1/7/2021 
1/8/2021 

 
 

1/11/2021 

1/7/2021 
3/9/2021 

 
 
(10+0+60)/3 = 23 

 
2. C.O.D. Invoices 

Invoice 1: C.O.D. 

Invoice 2: C.O.D. 
Invoice 3: C.O.D. 
 

 
 

1/30/2021 

1/30/2021 
1/30/2021 

 
 

1/30/2021 

1/30/2021 
1/30/2021 

 
 

(0+0+0)/3 = 1* 

 
3. Voiding an applied payment 

Invoice 1: Paid 10 days later 
Invoice 2: Paid 14 days later 
Invoice 3: Paid 5 days later 
 
Invoice 2: Payment voided 
 

 
 

1/6/2021 
1/1/2021 
1/8/2021 

 
 

1/16/2021 
1/15/2021 
1/13/2021 

 
 

(10+14+5)/3 = 9  
 
 
 
(10+5)/2 = 7 

 * Minimum Average Pay Days value when all settled invoices are paid on the same date (COD) 

 

Additional Notes 

 

1. Partially paid invoices and sales return invoices are excluded from the calculation. For 

customers with no fully paid invoices, the Average Pay days is N/A. 

 

2. Payment also includes applying a sales return or open credit to an invoice. 

 

3. Cash Sales or C.O.D. Invoices  

Unlike the “Accounts Receivable Turnover Rate” or “the Number of Days Sales in 

Receivables,” the Average Pay Days includes invoices from cash sales because this 

feature’s objective is to help you evaluate the customer’s payment performance based 

on their purchases. Consider the following example: 

 



Customer A: 

Invoice 1: Cash on delivery 

Invoice 2: Paid after 30 days  

 

Customer B: 

Invoice 1: Paid after 30 days 

Invoice 2: Paid after 30 days 

 

If AccountMate ignores Customer A’s C.O.D. invoice, it will appear that both customers 

have the same payment rating. In reality, Customer A is a better customer since he 

pays cash on half of his purchases as opposed to Customer B who pays on credit all the 

time. 

 

4. Purged Data 

If historical invoices are purged during period-end closing, AccountMate will recalculate 

each customer’s Average Pay Days, excluding any purged invoices. Purging of invoices 

must be taken into consideration when performing period-end closing as this may result 

in changes to some customers’ average pay days.  

 

The Average Pay Days feature provides valuable information that is extremely helpful 

during financial analysis. The discussion above will help you understand how the average 

pay days value is calculated. Identifying the factors that affect the average pay days 

calculation allows you to comprehensively evaluate the company’s financial liquidity. 
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