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BJution :

EVALUATION OF PROPOSALS

Present Plan I' I;op—t;sed Plan

. (20,000 units) | (22,000 units) |
Sale- | Rs. 20,00,000 | Rs. 221.001,0(3’00l

Variable costs (Rs. 88 per unit) 17,60,000 | 19,36,000 |
Bixed costs (20,000 units X Rs. 4) 80,000 | 80,000

Net Profit 1,60,000 1.84.000

pestment cost __2_7,600 50,400
NCcome | 1.32,400—_[ 1,33,600

he firm should relax its credit policy as it increases the profit
w Rs. 1,200.

forking Notes :

he investment costs have been calculated as follows :

Proposed Plan

Present Plan

of sales (Variable + Fixed cost) Rs. 18,40,000
yerage daily sale (360 days a year) 5111
edit period 36 days
erefore, average debtors 1,84,000
rest @ 15% 27,600
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