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ENGLISH VERSION

Instructions : (1) All questions carry equal marks.
(2) Answer any four questions.

1 A per unit cost of production of VD Ltd. is given below: 17.5

Particulars Amt. (Rs.)
Raw Material .............cooeeiiiiiieii. 70
Direct Labour.............cccooeeiiiiiiieiii. 50
Overheads ..........coooovmeiiiiiiiiiiieee. 40
Total Cost 160
Profit oo 20
Selling Price 180

Additional Information :
@) Production is 72,000 units.

1
(1) Y of the output is sold against cash.

(1) Cash on hand and at bank expected to be Rs. 25,000.

@iv) Raw materials are in stock on average for one month.
Materials are in process, on average for half a month.
Finished goods are in stock on average for one month.

(v) Credit allowed by creditors is two months. Credit
allowed to debtors is one month.

1
(vi) Lag in payment of wages is Py month. Lag in payment

of overhead is one month.

(vi1) You may assume that :
—  Production is carried on evenly throughout the year.
—  Wages and overheads accure similarly.

From above informations, calculate working capital.

2 SH Ltd. sells its products on a gross profit of 25% on 17.5
sales. The following information is taken from its books of
account for the year ended on 31-3-2021 :

Particulars Amt. (Rs.)
Sales at 2 months credit........c.cooeveveeeeeenne... 36,00,000
Raw material ........ocoooimiiiiieiee e 9,00,000
Wages paid :

Average time lag 15 days.........cccccoeeee.l. 7,50,000
Manufacturing expenses :

paid % month In arrears........c..ccccoevveenen... 9,00,000
Administrative expenses :

Paid one month in arrears ..........ccoceeeenen..... 4,80,000
Sales promotion expenses :

Payable half-yearly in advance.................... 2,10,000
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Additional Information :

@) The company enjoys two months credit from suppliers
of Raw Materials.

(1) The company maintains 2 months stock of raw materials
and 1 month's stock of finished goods.

(11) The minimum cash balance is to be maintained at
Rs. 80,000 as precautionary measure.

From above informations calculate working capital.

3 From the following information of Kethi Ltd. prepare 17.5
Cash budget for the three months from July to
September 2021 :
@) Cash and Bank balance on 1-7-2021 is Rs. 2,00,000.

(1) Assume 25% of total sales are cash sales and 75%
of credit sales.

@i1) 30% of credit sales are realised in the month following
sales and the remaining 70% in the next month
following.

@v) In August - 2021 debenture interest of Rs. 1,20,000 is
to be paid.

(v) The period of credit allowed by suppliers is two (2)
months.

1
(vi) The time lag in payment of overhead exp. is Y month

and time lag in payment of wages is one month.

(vii) Overhead expenses include Rs. 50,000 per month for
depreciation of fixed assets.

(vii1)) Month Total [Purchases | Wages [Overheads
2021 Sales Amt. Amt. | Exp. Amt.
Amt. (Rs.) (Rs.) (Rs.) (Rs.)

May 20,00,000 9,00,000 | 3,50,000 3,00,000
June 24,00,000 [ 12,00,000 | 4,50,000 2,60,000
July 30,00,000 | 15,00,000 | 5,00,000 3,80,000
August 18,00,000 [ 11,00,000 | 5,20,000 4,00,000
September| 26,00,000 [ 10,00,000 | 5,50,000 4,20,000
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4

Prepare a cash budget of Raj Ltd. for three months 17.5

ended 30th Sep., 2021 based on the following information :

(1) Estimated
Months Cash Credit | Purchases Other
2021 Sales Sales Exp.
June Actual | 10,00,000 13,20,000 —
July 7,63,000 | 14,00,000 10,00,000 | 2,50,000

August 8,50,000 | 8,00,000 8,40,000 | 3,10,000

September | 7,77,000 | 16,00,000 7,00,000 | 2,25,000

(1) Interest payable Aug. - 2021 Rs. 1,00,000.
(1) Salary and wages estimated monthly Rs. 5,30,000.
(iv) Cash and bank balance on 15t July, 2021 is Rs. 2,30,000.

Credit sales are collected 20% in the month in which sales
are made and 80% in the month following. Collection from
credit sales are subject to 10% discount if the payment is
received during the month of sales and 5% if payment is
received in the month following.

Creditors are paid either on prompt or 30 days basis. It is
estimated that 25% of creditors are in ‘Prompt Category’.

1
‘AB’ Ltd. 1s now expending 15 months credit to its

selected customers. It sells its products at Rs. 240 each and
has an annual sales volume of 20,000 units. At current level
of production which matches with sales. The product has
a total cost of Rs. 200 per unit and a variable cost of Rs.
150 per unit.

The company is considering a plan to grant more liberal
terms by extending the duration of credit from 3 months
and expects the sale to the customer group to go up by 40%
in the background of a normal expectation of a 15% return
on investment. The company has estimated increased cost
of bad-debts losses at 5% of increased sales.

You are required to state with calculations whether it is
desirable to introduce changes in credit terms.

17.5

BBD-19080002040401 ] 7 [ Contd...



6 Meet Company provides following details : 17.5
(1) Sales on credit Rs. 55,00,000.
(1) Selling price per unit Rs. 250.
(1) Variable cost per unit Rs. 190.
(iv) Average cost per unit Rs. 220.
(v) Average period of receivables 90 days.
Company desires to make strong collection policy. Resultantly
sales will be Rs. 50,00,000 and average period of receivables
will be 45 days. Assume 360 days of the year and rate of
earning is 25%.
Advise whether company should adopt new credit policy ?
All calculations will be considered as part of answer of the
sum.

7 (A) The details of raw material by ‘H & H Company 7.5
is given below :

—  Yearly requirements of goods............... 25,000 units
- Per unit price .......ccoooiiiiiiiii Rs. 10
—  Expenses of placing orders..........ccccceeeennn.... Rs. 150
—  Annual expenditure of transportation............... 15%
Calculate economic order quantity.

(B) Following information is given inrespect of Z type 10
raw material is NV Ltd.
—  Re-order period ...................... 7 to 11 weeks

—  Average consumption ... 900 units per week

—  Minimum consumption 200 units per week

—  Maximum consumptionl600 units per week
Ordering quantity...................... 11,000 units

Flnd out the following :

(1) Ordering level (i1) Minimum level, (i11) Maximum level

8 The information of SK industry's raw material x and ‘y 17.5

is given as follows :

—  Order duration : Material x = 3 to 5 weeks
Material vy = 5 to 9 weeks

—  Minimum consumption per week 7,000 units

—  Average consumption per week 11,000 units

—  Maximum consumption per week 15,000 units

—  Order Quantity : Material x = 80,000 units
Material y = 1,00,000 units

Find out for both material :

@) Order level (1) Minimum level

(1) Maximum level (1v) Average Stock level
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