s g Lid. is 10 produce 60,000 units per annum, But

. The capacity of Ping-Pon ‘
Sﬁgp.;raﬁng on 60% capacity. On 31st December, 2008, it has the following

e company i
b ; and Current Liabilities

Current Assels 5
Raw materials 6,000 units, at cost 30,000
r—-«Wark-in-Prncess 1,500 units, at cost 12,000
| "F‘-iﬂ?s’ﬁad goods 4,500 units, at cost 39,500
~ Sundry Debtors 1,17,000
Sundry Creditors for goods 45,000
Outstanding Wages (Rs. 3 for each unit of production) 4,500
9,000

Qutstanding Overhead (Rs. 3 for each unit of production)

The company sells its product at T 13 per unit.
,,___“Y:uu are required to calculate Net Block Period of Working Capital for Raw-materials,

your, Overhead and Profit.

g e s

Solution = Statement showing Computation of
Net Block Period
R A DA ficUlars Raw materials | Labour | Overhead | Profit
e et ﬂ‘-[ s e (months) (months) | (months) (manths)
In Store 2 L o 5
4 | e ) l _1-
:.ln wark in Fmgress\‘ . 1 O g
| In Finished goods 1 il; 1
| .:_L....ths"; 15 " 5 15
redit to Debtors ] 3 3 3
' i H M0t ABIGAY GRNOVY 10 D 3
Ere] ._ [‘H__ i_!“.!&*je‘-q oo bainies a8 e v 5 4"2— 3
HBEUSSE CBaesw b 1o Donpag om 3 — o =
nt of wﬁﬁsﬂlﬁluqm: o B s % i At










TR R
60 _ 000 units.
2,00,000 X 355 = 1,20,

1,20,000 _ 10,000 units.

LT et
12

Solution =
1. Effective Annu

.. Average Monthly Production =

al Production =

o Analysis of Monthly Sales : . 7 Total ]
SRR S por U —————— -
e | - 10 x 10,000 = 1,00,000

Materials Rs. 25 x 4[’100 = e

aten 4
0 5x 10,000 = 50,000
Labour B2 Eumﬂ E 2
Overhead 1,20,000 o 1x 10,000 = 10,000
__ Fixed (Depreciation) 1,20,000
[e.mﬂﬂﬂ - 1-02'3-090) SR 4 4%10,000 = 40,000
— Variable 1,20,00
o 5 5x 10,000 = 50,000
Profit (balancing figure)
25 2,50,000
Tolal B —

3. Credit purchases per month = 10,000 x 8%, = 6,000 units.
10,000 x 8%, = 8,000 units.

: : : Cost of average inventory
5. Raw materials storing period = Monthly cost of materials

_ 1,550,000 _
= 1,00,000

4. Credit sales per month

1
1% month.

Average inventory of finished goods

6. Finished goods storing period =

Monthly production
20,000 units _
= m = 2 months.

7. Statement showing for computation of Net Block Period of each element :

: Materials Labour Overhead - Profit
Particula 3 : .
rs (months) | . (months) - (months) | (months)
In Store 1 s ot e
In work-in-progress 1 z 5 -
] 2
In finished goods 2 2 2 b
Credil to Debtor. ! I
6 4 4 13
Less :Credit from Creditors 2 :
Lag in payment of wages — 1 % o
1 i
NET BLOCK PERIOD 4 1 T
3 4 9 o]
B
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Working Capital R
equirement F
TR R B S  cpor© —— ﬂ.r;calsf Statement
riculars R R TRSe |b sae  BclabhmeablT EEE E —
S (Monthiy) | ¢ | MR8l | -progross | “googs! | PeBGTE
qﬁmﬁals: : Sk S
" |n Store 1‘51 1,50,000
In wﬂm_m;pmgress 1
in Finished goods 2 g
Gredit to Debtors 1~2- 00,000
17.1,00,000 x 3 1,20,000
¥ _E.'D— ] or,
100 ° ,
(8,000 x 5 x 10]
6
Less : Credit from
Creditors 2
1,20,
(7 1,00,000 X 2 X e
50 or,
[6,000x 2 x 10]
NET BLOCK PERIOD 4 4,50,000
2. Labour : :
In Work-in-progress 2 25,000
In Finished goods 12 1,00,000
Credit io Debtors 1-5 60,000
[t 50,000 x 3
80
oo | °F
[BO0Ox 2 x 5]
4
Less :Lag in payment 1 25,000
of Wages 5 ]
NET BLOCK PERIOD ag | 160,000
3, Dverhead = ’ T Eﬂ.mn
In Work-in-progress Pl 80,000
In Finished goods 2 48,000 i
Credit to Debtors o
[ 40,000 x 2 «
B0 2
Tﬁ[}-] or
(8,000 x 2 x 4] e
NET BLOCK PERIOD A 1,48,000
s —— £0,000
4. Profit : 1 000
Credit o Debtors 5 B0
[? 50, 3
80 ]mﬂ T 5
00! O ot 1,45,000
3 T E,Eﬂrmu e
Iarnnn 4 E b4 5] _______————'U-'E_'-;-E_E-E-D_-ﬂ-' 1'45,000 3|Bﬂrnau o
0 80,
LORKING CAPITAL 818,

s




Summary Statement R
. Fd T - e
T Pa.rf."c_uiars. ———
C m,-ﬁr Assels :
Stock-in-rade 1,50,000
_'Raw Materials 1,45,000
— Work-in-progress 3,80,000
— Finished goods 6.75,000
2 88,000
Debtors 82,000
Cash-in-hand 10,45,000
Less . Current Liabilities : 1,20,000
Creditors 25,000
Qutstanding wages 2.00,000
Bank overdraft = 3 45 000
1 P _l
NET WORKING CAPITAL REQUIREMENT 7,00,000
2nd Method : Working Capital Requirement Forecast Statement
: T Amount .| - Amount | Amounf
Particulars _ e et e R @S A
CURRENT ASSI%FS
1. Stock-in-trade :
Raw materials (¥ 10,00,000 x ,..} 1,50,000
Work-in-progress :
— Raw materials (¥ 1,00,000 x T} 1,00,000
— Labour (¥ 50,000 = —} 25,000
— QOverhead (T 40,000 x —} 20,000
; 1,45,000
Finished Goods :
— Raw materials (¥ 1,00,000 x 2) 2,00,000
— Labour (¥ 50,000 x 2) 1,00,000
— Overhead (¥ 40,000 x 2) 80,000
3,80,000
2. Debtors : 6,75,000
R i i, By
aw materials I? 1 Uﬂ Gm }( ﬁ- 1'20Imn
Labour Sl .i
Overhead _1
Profit _3_
?5{] 000 x 3 x m] 60,000
3. Cash in hand : 2,88,000
82,000
Less : CURRENT LIABILITIES - 1050
Creditors [1 1,00,0 60
Outstandi g D} g
nding wages [7 50,000 L
Bank overdraft 2 25,000
2,00,000
, 3,45,000
& Net Working Capital Requirement .__-ﬁ—tﬁﬂjﬂ"
____—I—"_"E




