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The management of MNP Company Ltd. is planning to expand its business and consults you
to prepare an estimated working capital statement. The records of the company reveal the

following annual information:

4
Sales -Domestic at one month’s credit 24,00,000
Export at three month’s credit (sales price 10% below domestic price) 10,680,000
Materials used (suppliers extend two months credit) 9,00,000
Lag in payment of wages - %> month 7,20,000
Lag in payment of manufacturing expenses (cash) - 1 month 10,680,000
Lag in payment of Adm. Expenses — 1 month 2,40,000
Sales promotion expenses payable quarterly in advance 1,50,000
Income tax payable in four instalments of which one falls in the next financial year 2,25,000

Rate of gross profit is 20%.

Ignore work-in-progress and depreciation.

The company keeps one month’s stock of raw materials and finished goods (each) and
believes in keeping < 2,50,000 available to it including the overdraft limit of & 75,000 not yet

utilized by the company.

The management is also of the opinion to make 12% margin for contingencies on computed figure.

You are required to prepare the estimated working capital statement for the next year. (16 Marks)




Now how they have calculated the export sales?
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Cash cost of sales is calculated as under: i i
Domestic Sales 24,00,000
Less: Gross profit @ 20% 4,80,000 19,20,000
Export Sales 10,80,000
g W:Q,OO,DOO@w% 1.20,000 9.60,000

28.80.000)





