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Starter
· You owe some people money, this is your financial liability
· Which one item that you own do you think would be the quickest to sell if you needed to raise cash in a hurry? _________________________
· This is your most liquid item; it is an asset to you
· You can turn your assets into cash to pay your liabilities


Write a definition of liquidity here:
____________________________________________________________________________________________________________________________________________________________________
Liquidity – turning assets into cash
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Write a definition of the statement of financial position here:
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
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Measuring liquidity
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Write the current ratio formula here:
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________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Write the acid test ratio formula here:
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________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Ways liquidity can be improved
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Working capital and its management: the importance of cash
Write a definition of working capital here:
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Working capital cycle:
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Extract C

Selected information from SuperGroup Plc’s Statement of Financial Position (2014)

Non-current assets

Cash and cash equivalents

Inventory
Trade and other receivables
Current liabilities

Non-current liabilities

(Source: http://www.supergroup.co.uk/investors/reports-and-publications/annual-report-2014)
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Using the data in Extract C, calculate the current ratio for SuperGroup Plc in 2014.
You are advised to show your working.
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) Using the data in Extract B, calculate the difference in Morrisons'acid test ratio
between 2014 and 2015. You are advised to show your working.
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Extract B
Selected information from Morrisons’ 2015 Annual Report

2015 2014

(Em) | (£m)
Current assets: Inventory (stock) 658 852
Debtors 239 316
Cash 241 261
Total current assets. 1138 | 1429
Total current liabilities 2273 | 2873
Pre-tax profit 217 792

(Source: adapted from http://www.morrisons-corporate.com/ar2015/
pdf/Morrisons_AR_2014_Financial_statements pdf)
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