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Marking Criteria:
We expect the learners to write minimum one well-expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well-expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	1. Why is it important to manage working capital? Note: you will receive one mark for each well - explained point.
Proper management of working capital may lead to the availability of funds to help the company grow. A properly managed working capital provides the ability of a company to meet is daily operations, thus leaving no immediate liability unaccounted for. Any future operating plans may be done immediately if such is the case. In terms of investments, if a working capital is poorly managed, the company might not be able to benefit from possible credit opportunities. Creditors might not consider providing loans if the working capital is low since this means that the company has no ability to pay its debts. 
On the other hand having a large surplus of working capital also suggests that it was poorly managed. Too much inventory will be considered waste should it not be used. And other fixed assets yields lower ROI. Uncollectible debts is also a part of mismanaged working capital. 

2. Quick Ratio (QR) = Liquid Assets/Current Liabilities. Why is it more important to manage quick ratio, in a time of recession, for the survival of a company?
The recession is defined as a period of temporary economic decline during which trade and industrial activity are reduced, generally identified by a fall in GDP in two successive quarters. This means that during this time, there will be a minimal business for a company causing less income. This entails that there will be fewer assets to cover for the liability. Quick Ratio is the amount of Liquid assets such as cash and equivalents, marketable securities, accounts receivable over the companies’ Current Liabilities. This test measures the capability of the company to pay it upcoming or short term debts. That being said, a good quick ratio result can provide the company the required assets  to satisfy both maturing short-term debt and upcoming operational expenses. to satisfy both maturing short-term debt and upcoming operational expenses.

3. What methods can be used by a superstore to manage its working capital?
[bookmark: _GoBack]A large out of town supermarket can manage its working capital by making sure that its inventories are sufficient, but not too much as it might go to waste. They also should not provide long credit terms to their customers, or none at all, if possible. If ever the store really needs to provide goods on credit, they should be very diligent in collecting the receivables. This will make sure that there is a continuous inflow of cash and cash equivalents. 
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ASSESSMENT # 12	Total Marks: 30


1.	Why it is important to manage working capital?	(10) Note: you will receive one mark for each well - explained point.

Proper management of working capital may lead to the availability of funds to help the company grow. A properly managed working capital provides the ability of a company to meet is daily operations, thus leaving no immediate liability unaccounted for. Any future operating plans may be done immediately if such is the case. In terms of investments, if a working capital is poorly managed, the company might not be able to benefit from possible credit opportunities. Creditors might not consider providing loans if the working capital is low since this means that the company has no ability to pay its debts. 

On the other hand having a large surplus of working capital also suggests that it was poorly managed. Too much inventory will be considered waste should it not be used. And other fixed assets yields lower ROI. Uncollectible debts is also a part of mismanaged working capital. 

2.	Quick Ratio (QR) = Liquid Assets/Current Liabilities. Why is it more important to
manage quick ratio, in a time of recession, for the survival of a company?	(10)

The recession is defined as a period of temporary economic decline during which trade and industrial activity are reduced, generally identified by a fall in GDP in two successive quarters. This means that during this time, there will be a minimal business for a company causing less income. This entails that there will be fewer assets to cover for the liability. Quick Ratio is the amount of Liquid assets such as cash and equivalents, marketable securities, accounts receivable over the companies’ Current Liabilities. This test measures the capability of the company to pay it upcoming or short term debts. That being said, a good quick ratio result can provide the company the required assets  to satisfy both maturing short-term debt and upcoming operational expenses. to satisfy both maturing short-term debt and upcoming operational expenses.





3.	What methods can be used by a superstore to manage its working capital?	(10)

A large out of town supermarket can manage its working capital by making sure that its inventories are sufficient, but not too much as it might go to waste. They also should not provide long credit terms to their customers, or none at all, if possible. If ever the store really needs to provide goods on credit, they should be very diligent in collecting the receivables. This will make sure that there is a continuous inflow of cash and cash equivalents. 
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