.l o gy

(b Swatement showing calculation of Economic Lot size of securities

Rs.

Rs.

Rs.

Rs.

(b) Lot size of securities

(¢) No, of Lots (a/b)

(b) Conversion cost per lot

(¢) Total conversion cost
{exd)

‘otal cost (e + f)

10,00,000
50,000
2

1,000

_—

20,000

10,00.000
1,00,000
10

1,000

—_—

10,000

2,500

o
2,00,000
5
1,000

10,00,000
2,50,000
4

1,000

5,000

5.000

4,000

6250

12,500

10,000

10250

12,500

14,506

ement, it is observed that when the lot of sizc

|'

"

isminimum at Rs. 10,000 and hence it -

,ﬁ by applying Baumol model

or) Optimum cash balance
Rs. 10,00,000
psaction = Rs. 1,000

AR cash (or) Interest earned on
)0.05
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m 1
Kingston Lid. provides you the following information:
@ !m]wunﬂow:h 1,75,000
ﬂ) 4 can be stretched by 20 days.
M M_ ot F"i the effect of stretching accounts payable on the minjm,,
; Wlt!_ cd“ . requirement? Assuming the firm can eam 12% on its Investme.,
1 m—'mﬁhﬂwmﬁmmm“?
() Compusation af cash cycle
Cash tumover ratio = 4.5times
_ No. of days in a year
-, Cash cycle 3 Cash wmover
360
= e B0 days

jon of average daily cash balance required
cash requiremens = Rs.1,75,000

s =Ty Annual cash = Cash cycle
"y No,of daysin a vear

360

frest on average daily cash balance

daily cash balance = 38,889 129

3 = Rs. 4,667

oash cycle if accounts payabie is streiche -

=Rs. 38 849

= 80-20=60 days

e
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Ariibal vasly (LU M 1, 790N

Aweiinl o ands o Bl bl ¢ w e
Average shiily Vsl Balmig e gy 1P o

on the Il1l-|."n|1.h..h1I

! LT ANM) & i s 30 147
1
m 12% on its invesi,,, "
VR Cabgataron oF ey g R ivervigw ikl conk hadsbinie
li.. Interest on average daily danly Batlaniod: 30 hat o 1 a8 5000
»

il t"mwu.m.m if reilviction in W iy i
e Reshotion i wverage cianly hal

b halimod & indereal yinved
TR UL N L T

Rx 0720

Tiveront saved dh 10 toduction 1 . g casky balnrm

4067 18500 s | 167

iwstration: 12
Yen *mmlr it contraline.) billing systeim, All sboniors imak
ﬁ.ﬁ_.m.hﬂﬂm lewmtiaon. 11 yuires, on an average, 4 iy o
st * l payment 1w l_’ﬂm}h the cential loomtion. An sdditional | 5 diay
'y -m'l;u bt

i deporit con be mnde

i _- .ﬂl,l',.ﬂ],llfll It s vocent )y analyised

I'be B hias
i |un'1l|\ll1l\ il

RRSECAR BY IO, costonmiers minled Payments winild

mm““ f I.IH.!I:i | |'h-' i'||1u|' ~||||ll4_ v i Hllhlr |.|
| B G.L'h low k an ank wionld pll.L "I' maled

*

M, BnSWer (e lollowing questiony

LRBRH balanco thai can be achieved hrough

k.
1

BREOT the present system, nssming i 7% retun

BIX wystem were Ry 17,500, should such .
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Solution:
(@) Determinarion
jwetion in Noat = 2.5 days in mail float + | day m cheque pro,
P> flost = 3.5 days

of reduction in cash balance by using logk.p,,

. Reduction in ¢ash balance = 250,000
Rs. B.75 0wy
(B) Determination of opportunity cost of the present system
Lo, Interest on short ferm investmernis
Interest on short term investment: Reduction in cash balance . jy,.
E75000 = 7% = Rs. 61,250

te) Compraation of met benefit on introduction of lock-baox vy,

Interest on short lerm investment

Finaneial My

nsh M

olution:

}

F st
Adad '}
i

Less

Estin
Tllustral

Prep
2008:

Cn
and th




Financiy, My
e g

by,
fance by using looy , (“ash Management 1024
| day in cheque Proc L oty solution:
WSS 3 Sdaye Ty Cash Budget for the month of June, 2008
= 350,004 . 15 Particwlars R
ac Rs.&?ﬁ_'“r i Estimated opemng ¢ash halance 20150K)
Prexenl $yitem Auded Estimated Cash Reveipt
Cash sales OO0
cash balane . '
I = R&tc,,,m Total Receipts (A) 220,000
1 =Rs. 61,250 "
¢ Estimated Caxh Pavments:
raflock-box syre,, s _
' Cash purchascs | A0L,000
Rs. Interest pavable 1)
61,250 PFurchase of furniture 5 (M)
37,500
I Total Payments (B} 1 A7, 000
2750 Estimated closing cash balance (A - B) 13,000
iy A0et gain w“

. .at‘-ﬂﬂl budget from the following information for the month of Feb

Hs.
[ G000
1,06 000
1. 50,000
| 50,000
O
10,000
{20,000
Stles recovery 60% in the month of sale




Financial v,

X ('ash Manaj

th of Feb, 2008 Solution:
ol : working N
Col

~ Cash Budget for

i
00000
40,000 X _ Al
4011y Dec. 2
Jan. 2

k|
Mar.

oy
) [ e ]

#ale of an item. Selling pn: 7
pand 600 units respective Adk
month’s credit bas;

on 1.1.2008 Rs. 10,000 2

and March 2008



L 2008
—_— H'&
“J_qu:l ]
000
i 130,00,
140,009
50,000
zﬂ.(.{m
70,000
20,000

10,26
. ]
Cash Managemen
solution:
orking Notes:
Compuistion of Cash lnd(‘rndituhud(‘n&cﬂunmﬁlhfﬂﬂ
Toral Cash Crecdit | Collection
saley sales salex Sfrom
(10% of (V0% of debtors
total sales) | fotal sales)
Rs. Rs Rs Rs.
Dec. 2007 (300 = 80) 24,000 2400 21,600
Jan 2008 (400 < 80) 32,000 3200 28,800 21,600
Feb. 2008 (500 = 80) 40,000 4.000 36,000 28,800
Mar. 2008 (600 « 80) 48.000 4,800 43200 16,000
Cash Budget for the period Jan, to March 2008
— m—p— - B e —
_'Mm Jﬁ"- I".Il.'h | .4-!:“‘1'!'1
Ry Rs | Ry
10,000 7800 | 7600
h Receipis ' '
3.200 4.(xx) 4800
21,600 28800 | 36000
34,800 0600 | 48400
24,000 30,000 | 36000
3,000 3.000
33,000 39,000
Q.40x)




