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1. You are required to prepare a statement showing the working capital required to finance the 

level of activity of 18,000 units per year from the following information:- 

Per Unit ₹ 

Raw Materials      24 

Direct Labour      6 

Overheads       18 

Total Cost      48 

Profit       12 

Selling Price       60 

a. Raw material are in stock on an average for two months; 

b. Materials are in process on an average for half a month; 

c. Finished goods are in stock on an average for two months; 

d. Credit allowed by creditors is two months of raw materials supplied; 

e. Credit allowed to debtors is three months; 

f. Lag in payment of wages is half month; 

g. Cash on hand and at Bank expected to be ₹ 27,000/-; 

You are informed that all activities are evenly spread out during the year. 

2. A factory produces 84,000 units during the year and sells them @ ₹ 50 per unit. Cost structure of 

a product is as follows : 

Raw Materials      55% 

Labour        18% 

Overheads       17% 

       90% 

Profit       10% 

Selling Price      100% 

 The following additional information is available: 

a. The activities of purchasing, producing and selling occur evenly throughout the year. 

b. Raw Materials equivalent to 1 ½ months supply is stored in godown. 

c. The production process takes 15 days. 

d. Finished goods equal to one month’s production are carried in stock. 

e. Debtors get one month credit. 

f. Creditors allow 2 months credit. 

g. Time lag in payment of wages and overheads is 1 month. 

h. Cash & Bank Balance is to be maintained at 15% of the working capital. 
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i. 25% of purchases are for cash. 

Draw a forecast of working capital requirements of the factory. 

3. From the following data provided by M/s. Alpha Ltd. estimate working capital requirements for 

the year ended 31st march, 2006. 

a. Estimated activity/ operations for the year 2,60,000 units (52 weeks) 

b. Raw material remains in stock for 2 weeks and production cycle takes 2 weeks. 

c. Finished goods remaining in stock for 2 weeks. 

d. 2 weeks credit is allowed by suppliers. 

e. 4 weeks credit is allowed to debtors. 

f. Time lag in payment of wages and overheads is 2 weeks each. 

g. Cash & bank balance to be maintained ₹ 25,000 

h. Selling price per unit is ₹ 15. 

i. Analysis of cost per unit as follows 

1) Raw material 331 33⁄ % of sales. 

2) Labour overheads in the ratio of 6:4 per unit. 

3) Profit is at ₹ 5 per unit. 

Assume that operations are evenly spread throughout the year; wages and overheads accrue similarly. 

Manufacturing process required feeding of material fully at the beginning. Degree of work-in-progress is 

50%. Debtors are to be estimated at selling price. 

4. From the following figures, prepare an estimate of the working capital : 

Production     30,000 units 

Selling price per unit    ₹ 10 

Raw Material     60% of selling price 

Direct Wages     1/6th of raw material 

Overheads     Twice the Direct wages 

Material in hand    2 month’s requirement 

Production Time    1 month 

Finished goods in stores    3 months 

Credit for material    2 months 

Credit allowed to customers   3 months 

Average cash balance    ₹ 40,000 

Wages and overheads are paid in the beginning of next month. In production all the material are 

charged in the initial stage and wages and overheads accrue evenly. 

5. You are required to prepare a statement showing the working capital required to finance the 

level of activity of 12,000 units per year from the following information : 
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1) Raw materials are in stock on an average for 2 months. 

2) Materials are in process on an average for half a month. 

3) Finished goods are in stock on an average for one month. 

4) Credit allowed by the suppliers is 11 2⁄ months of purchase of raw materials and credit 

allowed to the customers is 21 2⁄ months. 

5) Lag in payment of wages and overheads is one month. 

6) Cash and Bank Balance is expected to be 10% of Net working capital before considering the 

Cash and Bank balance. 

7) Activities are spread evenly throughout the year. 

Cost per unit: 

Raw material  ₹ 10 

Wages   ₹ 5 

Total cost   ₹ 30 

Profit is 20% on selling price. 

6. A factory produces 96,000 units during the year and sells them for ₹ 50 per unit. Cost structure 

of a product is as follows : 

Raw Materials    60% 

Labour     15% 

Overheads   10% 

    85% 

Profit    15% 

Selling price   100% 

The following additional information is available: 

1) The activities of purchasing, producing and selling occur evenly throughout the year. 

2) Raw materials equivalent to 1 month’s supply is stored in godown. 

3) Finished goods equal to 3 month’s production are carried in stock. 

4) The production process takes 1 month 

5) Debtors get 2 month’s credit. 

6) Creditors allow 11 2⁄ month’s credit. 

7) Time lag in payment of wages and overheads in ½ month. 

8) Cash and Bank balance is to be maintained at 10% of the working capital. 

9) 10% of the sale are made at 10% above the normal selling price. 

Draw a forecast of working capital requirements of the factory. 

7. From the following information given by Tata Ltd. estimate working capital requirement for year 

ending 31st march, 2009 :- 
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Estimate production 120 NANO CARS (Per Year) 

     PER CAR RATE 

Steel     1000 KG ₹ 70 per kg. 

Spares     20 KG  ₹ 60 per kg. 

Engine     1  ₹ 20,000 per engine 

Labour      50 HRS  ₹ 100 per hr. 

Overhead      ₹ 20,000 

1) Steel remains in stock for two months, spares remains in stock for half month and engine 

remains in stock for one month. 

2) Suppliers of steel allows credit of two months, suppliers of spares allow credit for one 

month and suppliers of engine allows credit for half-month. 

3) Production process takes half month. 

4) Time lag in payment of labour and overheads is one month. 

5) Car (finished goods) remains in stock for one month. 

6) Activity is spread evenly throughout the year. 

8. From the following estimates and information relating to Nirmala products Private Limited. 

Calculate working capital requirement for the year 2011-12. 

1) Expected level of production and sale of the year – 1, 80,000 units. 

2) Cost per unit – Raw materials ₹ 9, Direct labour ₹ 4 and Overheads ₹ 6. 

3) Selling price per unit ₹ 22. 

4) Raw materials in stock on an average for 30 days. 

5) Materials are in process on an average for 15 days. 

6) Finished goods in stock on an average for 30 days. 

7) Credit allowed by suppliers is 30 days. 

8) Time lag in payment from customers is 60 days. 

9) Time lag in payment of labour is 15 days. 

10) Time lag in payment of overheads is 30 days. 

11) All the sales are on credit accept 10% sale which are on cash basis. 

12) Cash and Bank balance is expected to be ₹ 67,000/-. 

13) The production and sales are evenly spread throughout the year. 

14) Labour and Overheads accrue evenly during processing period. 

15) Company works for 360 days during an accounting year. 

16) Estimate debtors on cash basis. 

9. Following information has been extracted from the records of a company : 

Product Cost Sheet     ₹ / Unit 

Raw Materials      45 

Direct Labour      20 

Overheads      40 
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Total       105 

Profit       15 

Selling price      120 

1) Raw materials are in stock on an average of two months. 

2) The materials are in process on an average for 4 weeks. The degree of completion is 50%. 

3) Finished goods stock on an average is for one month. 

4) Time lag in payment of wages and overheads is 11 2⁄  weeks. 

5) Time lag in receipt of proceeds from debtors is 2 months. 

6) Credit allowed by suppliers is one month. 

7) 20% of the output is sold against cash. 

8) The company expects to keep a cash balance of ₹ 1, 00,000. 

9) Take 52 weeks per annum. 

The company is poised for a manufacture of 1, 44,000 units in the year. 

You are required to prepare a statement showing the Working Capital requirements of the 

company. 


