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Assessment Task
Why a business should know its net worth (Individual activity) (LO3 AS5)

Indicate whether the following statements are true or false.



[10 marks]

a) The current ratio calculates the liquidity of the business. 

b) Liquidity means how much debt a business has. 

c) Creditors will study your income statement to find out how much debt you have. 

d) You work out your current ratio by dividing your total current assets by your total current liabilities. 

e) If your current ratio is 2.5, your business has cash-flow problems. 

f) If your balance sheet reflects a positive financial picture, you can convince investors to invest in your business. 

g) Your business’s balance sheet is also of importance to your bank manager if you want to borrow money. 

h) Working out your net worth will not help you identify possible problems for the future. 

i) Land, buildings and vehicles are all considered current assets. 

j) Accounts receivable and debtors are the same thing. 
Suggested Solutions (LO3 AS5)

	Question number
	Possible marks
	Solution


	1
	10
	a) True

b) False

c) False

d) True

e) False

f) True

g) True

h) False

i) False

j) True






























