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Advanced Accountancy Paper <11

Unit Test — Working Capital

e following information of VRS Co. Itd, estimate the w

Elements of cost Rs. Per unit
Raw material 78
Direct labour 29
Overheads 58

l'otal cost 165
Profit _ 24
Sales 189

It is assumed that -

1.

R

h

o

Solution - Statement Showing Requirements Working Capital.

Average raw material in stock 1 month
Average material in process 0.5 month
Average finished stock 1 month

Credit allowed by supplier 1 month
Credit allowed to customer 2 months
Time lag in payment in wages 1.5 weeks
Time lag in overhead 1 month

orking capital needed to finance
10% safety contingenchese'eoe ,

! o
‘:," rf,{(J
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2, 1
(‘”"”‘, (14

1/4% of sales on cash basis. Cash balance is expected Rs. 2,15,000. It may be assumed
that production and overheads accrue evenly throughout the year.

Particulars Rs. Rs.
Current Assets
Stock
Raw Material (110000*78*1/12) 715000
Work in progress
Raw material (110000*78*0.5/12) 357500
Direct labour (110000%14.5%0.5/12) 66458
Overhead (110000%29%0.5/12) 132917 556875
Finished Goods (110000*%165*1/12) 1512500
Debtors (*82500*189%2/12) 2598750
Cash 215000
A- Current Assets 5598125
Current Liabilities
Sundry Creditors (110000*78*1/12) 715000
Lag in payment of wags (110000%29%1.5/52) 92020
Lag in payment of Overheads (110000*58%1/12) 531667
B- Current Liabilities 1338687
Net Working capital(A-B) 4259438
Add- Contingencies (10% on Net working capital ) 425944
Requirement of working capital 4685382

Note - *110000%3/4 = 82500 credit sales
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T+ IS ASSumed +hat

) Average haw material in Stack 1 mon+h.
2) Avehage matenial in process 0-5 man+th.

|
1

3 Averaqe Pinighed Stock L Mmon+th.

4) Credit allowed bq Supplier | month .

5) credit allowed +0 customexy 9 months.

[ | =)

€) Time Lagin payment iN cpages -5 caeeks

7) Time LO_q (N Ovehheads 1L manth.

8) 171, Sales is on Cash baSis .

9 Cash balance (s expected & 915000

10) The |level of Qo-l—fvi-l-g Of 110000 Funits.

1) Add o 7. Safety Contingencies .
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A) Curkhent ASSets

Stock
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Finished Goods S
{ 110000 x 165 X L 1512
\ o/
Debtors ;
[ 18586 x 189 X & \ 2538750 -
\ [ %
cash 215000 ‘i 1
A) Total current ASSetS 5538125
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