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* FIXED CAPITAL :The capital which is required for purchase of fixed asset is

called Fixed Capital. These are financed through long term borrowings

* WORKING CAPITAL: Capital required for meeting day—to—day expenditure is

called Working capital.

Example: Wages, Rent, Advertising etc..
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Components of Working Capital

prepaid expenses

® Current Liabilities: Current liabilities are those liabilities

intended to be paid within ordinary course of business.

Example: creditors, loans and advances, short-term

borrowings )
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® Current Assets: Current assets are those assets can be turned

into cash within an accounting period (not exceeding one year)

Example: Cash, marketable securities, inventories, bank,
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Current Assets : 5,00,000
Current Liabllities: Rs.3,00,000
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Summary

SUMMARYX

Working Capital Concepts
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