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Chapter 05: Section 4 - 7 

Practice Question 119:             

BlueGem Textiles has an annual demand of 10,000 bales for a specific grade of cotton 

yarn used in its weaving operations. The cost to place an order with the supplier is 

Rs.5,000. The annual cost to hold one bale of yarn in inventory is Rs.200. EOQ is 707 bales. 

Calculate the total cost of inventory.  

Practice Question 120: 

 

Practice Question 121: 

Using the calculated receivables turnover ratio of 8.5 times for BlueGem Textiles from 

question 120, calculate the debtors’ collection period. The company’s standard credit term 

is 45 days. 

Practice Question 122: 

”Lanka Distributors Ltd” is considering offering an early settlement discount with terms 

”2/10, n/30” to its customers. The company’s current cost of short-term financing through 

a bank overdraft is 18% per annum. The company needs to determine if the discount is a 

cheaper source of finance than its overdraft. 
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Practice Question 123: 

 

Practice Question 124: 

Following is the rerevivable aging schedule of a Phoenix Trading.  

 

Based on the above schedule calculate provision for doubtful accounts as per the 

following schedule. 

 

Practice Question 125: 
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Practice Question 126: 

Using the calculated payables turnover ratio of 8.0 times for ABC Manufacturing Ltd. from 

question 125, calculate the creditors’ settlement period in days. 

Practice Question 127: 

 

Practice Question 128: 

 

Practice Question 129: 

 

Practice Question 130: 

Calculate the super quick ratio 
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Practice Question 131: 

 

 

 
 

Practice Question 132: 

 

 

 

Practice Question 133: 
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Practice Question 134: 

Calculate debt to equity ratio 

 

Practice Question 135: 

 

Calculate the amount to be paid by Oceanleaf and the amount retained. 

Practice Question 136: 

You are a financial analyst reviewing the health of Mango Holdings, a publicly listed 

diversified conglomerate with operations across multiple sectors. You need to calculate 

its Altman Z-score to predict the likelihood of bankruptcy within the next two years. 

 

 
 

 

 

 

 


