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[bookmark: _GoBack]Instructions
Spend a few minutes reading through the exercise. Work together as a team to complete the requirements. Elect a spokesperson for your table. 
Facts 
Nice Threads Co., a retailer of fine clothing, has:

	Item
	Cost

	Section 263A purchasing costs	
	$2,200,000

	Section 263A storage and handling costs
	$800,000

	Section 471 costs for current year purchases
	$44,000,000

	Section 471 costs in beginning inventory
	$36,000,000

	Total §471 costs in ending FIFO inventory
	$20,000,000



Required
1. If Nice Thread uses the simplified resale method, then:
What is its purchasing absorption ratio?
What is its storage and handling absorption ratio?
2. What is its UNICAP adjustment for the current year?
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