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indexed. Not illustrated. 1921 Excerpt: .any credit favors that there may be to bestow. THE SO-CALLED ACID
TEST The acid test is a phrase that has been coined and adopted as a measure by some of the keenest credit
analysts in the country. In brief this consists of totaling the actual cash, the accounts receivable, the notes
receivable when it is well known that they represent truly current items and not past due accounts, and at least
the equity in United States Government Bonds. These current items are perhaps the very cream of the cream of
the whole assets, the most liquid. Absolute cash can of course be immediately used to pay debts. Accounts and
really liquid bills receivable mature steadily and in their payment produce more absolute cash. United States
Government Bonds can always be sold, almost instantly, and at a very close margin to an easily determinable
figure. Thus the absolute cash plus the second two items which can and do normally transform quickly into
absolute cash form a most quick asset, the total being very near to absolute cash itself. This total is then
measured against the total of the current liabilities and to meet the acid test is supposed to equal it in amount.
This means that the whole inventory and any other current assets are disregarded as a basis for paying out the
current debt except as they may be relied on to take up the slack caused by any slowness in the receivables. This
may...
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