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If a firm’s current ratio exceeds 1.0, what happens as a result of
paying cash to reduce accounts payable?

(A)Net working capital increases

(BINet working capital decreases

(C)Current ratio increases

(D)Current ratio decreases

(E)None of the above. [# 47
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Abby Co. had a 5 days in inventory (on a 365-day basis). Cost of
goods sold was $4,526. Net working capital was $70 and total
current assets were $400. What is Abby’s quick ratio?

(M)11.315 (B)1.024
(€)4.829 (D)14.000
(E)None of the above. [#r 4]
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The following information is developed:
‘ Inventory Turnover ‘ A Company | Industry ‘
Raw Material 5.00 3.33
Work in Process 5.00 5.00
Finished Goods 2.50 3.33
Total 1.25 1.25

From these relationships, an analyst can tell the following relative

information:

(Ma Company may be in a position where they have too much
invested in raw materials

(Ba Company may be in a position where they have too much
invested in finished goods

(Ca Company has more invested in raw materials and less in
finished goods

(Da Company has less invested in raw materials and more in
finished goods. [+ #&f4])
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