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Part I (Objective Questions)

Answer all ten questions.

Each question carries 1 mark.

Choose the correct answer.

1. Net working capital is the excess of current assets over —————————.

a) Current liabilities. b) Liquid assets.

c) Long term liabilities. d) Capital employed.

2. The approach of using more long term funds for financing needs is known as ————————.

a) Hedging. b) Conservative.

c) Aggressive. d) Conventional.

3. Inventory means :

a) Stock of raw material and stores. b) Stock of work in progress.

c) Stock of finished goods. d) All of these.

4. Bank overdraft is a :

a) Current liability. b) Current assets.

c) Fixed asset. d) None of these.

5. Which of the following is a short term source of fund ?

a) Outstanding expenses. b) Accrued income.

c) Wages paid. d) None of these.
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Fill in the blanks :

6. ———————— is also known as short term cash forecasting.

7. ———————— refers to the level of inventory at which the total inventory cost is minimum.

8. ———————— is a creditorship security.

9. Credit allowed by suppliers is ————————.

10. ———————— is the motive to hold cash as a financial reserve.

(10 × 1 = 10 marks)

Part II (Short Answer Questions)

Answer any eight out of the ten questions in two or three sentences.

Each question carries 2 marks.

11. Define Receivables.

12. What is operating cycle ?

13. What is variable working capital ?

14. What are Preference shares ?

15. What is regular working capital ?

16. What is hard core working capital ?

17. Define working capital.

18. What is Baumol’s model of cash management ?

19. What is permanent working capital ?

20. What is aggressive approach ?

(8 × 2 = 16 marks)

Part III (Short Essay Questions)

Answer any six out of the eight questions in about 200 words.

Each question carries 4 marks.

21. What are the factors determining the cash level ?

22. What are the points to be considered by the financial manager for an effective working capital

financial plan ?

23. Describe the objects of working capital in a business.
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24. What are the motives behind holding cash ?

25. Explain the methods of accelerating cash inflows.

26. What are the benefits of maintaining receivables ?

27. What are the types of working capital policies ?

28. From the following information determine EOQ.

Total annual consumption 600 Units.

Cost per unit Rs. 6.

Order cost Rs. 10 per order.

Carrying cost 20 % of average inventory.

(6 × 4 = 24 marks)

Part IV (Essays Questions)

Answer any two questions out of the three questions in about 800 words.

Each question carries 15 marks.

29. Give a lucid account of the various sources of working capital available to a firm?

30. Discuss all the factors which exercise influence on the demand for working capital in a business

concern.

31. C Ltd. gives the following information :

Expected level of production ... 30,000 Units

Raw materials to remain in stock on an average ... 2 Months

Processing period for each unit of product ... 1 Month

Finished goods remain in stock on average ... 3 Months

Credit allowed to customers from the date of despatch ... 3 Months

Expected ratios of cost to selling price :

Raw material ... 60 %

Direct wages ... 10 %

Overheads ... 20 %

Selling price per unit ... Rs. 10

Expected margin on sale ... 10 %

You are required to estimate the working capital requirements of C Ltd.

(2 × 15 = 30 marks)
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Part I (Objective Questions)

Answer all ten questions.

Each question carries 1 mark.

Choose the correct answer :

1. Net working capital means :

a) Current asset plus current liability. b) Current asset minus current liability.

c) Current assets only. d) None of these.

2. According to ———————— approach, permanent current assets and a part of variable current

assets should be financed by long term funds.

a) Conventional. b) Hedging.

c) Conservative. d) Aggressive.

3. Which of the following does not include in credit terms ?

a) Credit period. b) Monitoring of credit.

c) Discounts. d) Credit standards.

4. Working capital cycle is also known as :

a) Cash cycle. b) Production cycle.

c) Operating cycle. d) None of these.

5. If the length of the operating cycle is more :

a) The working capital requirement will be less.

b) The working capital requirement will be more.

c) The fixed capital requirement will be less.

d) None of these.
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Fill in the blanks :

6. Cash is the most ———————— asset.

7. When credit policy is liberalised, sales will be ————————.

8. Raw materials, work in progress, finished goods and stores and spares are the components of ——

——————.

9. EOQ is a technique of ———————— management.

10. ———————— refers to the duration for which credit is granted to customers.

(10 × 1 = 10 marks)

Part II (Short Answer Questions)

Answer any eight out of the ten questions in two or three sentences.

Each question carries 2 marks.

11. What are equity shares ?

12. What is trade credit ?

13. What is Miller Orr model of cash management ?

14. What is gross working capital concept ?

15. What do you mean by commercial paper ?

16. What is receivables management ?

17. What do you mean by factoring ?

18. What do you mean by retained earnings ?

19. What are accrued expenses ?

20. What is called convertible preference share ?

(8 × 2 = 16 marks)

Part III (Short Essay Questions)

Answer any six out of the eight questions in about 200 words.

Each question carries 4 marks.

21. State the importance of the working capital of a concern.

22. What are the benefits of holding inventories ?

23. What are the motives for holding cash ?
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24. What are the objectives of receivables management ?

25. Explain Miller-Orr cash management model.

26. What are the costs of maintaining receivables ?

27. Describe the need of working capital in a business.

28. From the following information determine EOQ.

Annual consumption of material 1,800 Units

Order cost Rs. 1,000 per order

Purchase price per unit Rs. 50

Storage cost or carrying cost 20 % of average inventory

(6 × 4 = 24 marks)

Part IV (Essays Questions)

Answer any two questions out of the three questions in about 800 words.

Each question carries 15 marks.

29. Discuss the various sources of working capital available to a firm.

30. What are the factors that determine the working capital requirements of a business ?

31. B Ltd. gives the following information :

Expected level of production ... 60,000 Units

Raw materials to remain in stock on an average ... 2 Months

Processing period for each unit of product ... 1 Month

Finished goods remain in stock on average ... 3 Months

Credit allowed to customers from the date of despatch ... 3 Months

Expected ratios of cost to selling price :

Raw material ... 60 %

Direct wages ... 10 %

Overheads ... 20 %

Selling price per unit ... Rs. 10

Expected margin on sale ... 10 %

You are required to estimate the working capital requirements of B Ltd.

(2 × 15 = 30 marks)
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Section A (Objective Questions)

Answer all questions.

Each questioi caties L rnark.

Choose the correct answer:

1. Which of the following is not a motive to hold cash ?

- a) TransactionMotive.

c) Capital Investment.

2. Baumol's Model of Cash Minagement attempts to :

b) PrecautionaryMotive.

d) None of the above.

b) Minimization-oftransaction cost.
l

d) Minimization of cash balance.

b) Collection Policy.

d) Sales Price.

b) Ageing Schedule.

d) Collection Matrix.

b) DebJorscollection. :

d) InventoryManagement.

a) Minimise the holding cost.

c) Minimization of total cost.

3. Which of the following is not an element of credit policy ?

4. Which of the following is not a technique of receivables management ?

a) CreditTerms.'

c) Cash Discount Terms.

a) Funds Flow Analysis.
',
c) Days sales outstanding.

5. Receivables Management deals with :

a) Receipts of raw materials.

c) CreditorsManagement.

N"y.{*:.1:-*:.:{.:E}r
Red.'No.....i..:....i;'...:........1i.1,...
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Fill in the blanks:

6.4

7.

8.

9.

10.

11. Ut"t is hard core working capital ?

12. What do you mean by over drafts ?

13. What is economic order quantity ?

14. What is trade credit ? "

15. What do you mean by commercial paper ?

16. What do you mean by retained earnings ?

17. Define receivables

18. What.are Preference Shares ?

19. What is Baumol's model of cash management ?

20. What is permanent working capital ?

. Section C (Short Essay euestions)
Answer at least fout questions.
Each questinn canies g rnarks.
All questions can be attended.

Ouerall Ceiling 82.

21. state the importance of the working capital of a concern

22. Explain the different concepts of working capital.

23. What are the factors determining the cash needs ?

c 1040

is a financial institution, which renders senrices ielating to the management
and financing ofsundry debtors that arises from credit sales.

Net working capital is the excess of current assets over

is also known as sho.rt term cash forecasting.

Length of cycle influences the amount of working capital:
When credit policy is liberalised, sales will be

(10x1=l0marks)
Section B (Short Answer Questions)

Ansuter at least frve questions.
Each question carries 4 marks.
All questions can be attend,ed..

Ouerall Ceiling 20.

(5x4=20marks)
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24. What are the objectives of receivables management ?

25. What are the points to be considered by the financial manager for an effective working eapital
financial plan ?

26. What are the motives behind holding cash ?

27. Explain the methods for accelerating cash inflows.

28. Calculate the Economic Order Quantity (EOQ) from the following particulars :

Cost of placing and receiving one order : Rs. 50

Annual carrying cost of one unit 8% of inventory value

(4x8-82marks)

- Section D (Essay Questions)

Answer any orre questian.

The question carri.es 18 marks.

29. Explain the determinants of working capital. '

30. What are the sources of working capital requirements ?

31. From the following estimates, calculate the average amount of worlcng capital rcquired :

a) Average amount locked up in stocks :

Annual usage

Cost of matdrials per unit

Stock of materials

Stock of finished goods

b) Average credit given :

c) Lag in payment for :

Purchases.S weeks

Wages- 2 weeks

Add 10% to provision for contingencies.

10,000 units

Rs.2

10,000

12,500

79,000

... 2,27,500

Local sales-3 weeks credit ... 1,04,000

Export sales-6 weeks credit 8,12,000

(1 x 18 = 18 marks)
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25. Describe the objects ofworking capital in a business.

26. Dessribe theneed of workingcapital in a business.

27. What are the benefits of receivables ?

28' Ttre Annual consumption is 80,ooo units, cost to place one order is Rs. l;zo;,cost per unit isRs. E0 and carrying cost is 6 % of TJnitcost. Find Econo-ic order e"";iir, (Eoo.
(6x4=24marks)

part ty (Essay euestions)
Answer any two-out of ilrc three questians in about g0o word.s.

Each question carries l5 marks.
29' Give a Iucid account of the various sources of woiking capital available to a fimr.
30. what arc the factors that determine the workior.rrrr"r'""n"r**""" 

"r" U"** ,
81' xlom the following estimates, calculate the average 

"*o.rot 
of *;;;;r-l"ir*u ,

Rs.

- (a) k:"rg* 4qrount locked up in stocks :

Stqck ofmaterials 20,000 :

Stockoffinishedgoods 
ZE,0OO

(b) Average credit given :

Local sales - B weeks crddit 2pg,OOO

Export sales - 6 weeks credit 6,24,000
(c) Lag in payment for :

Purchases - B weeks .... . 1,56,000
Wages-2weeks 4,EE,O0O

Add l0 Vo toprovision for contingencies.

(Zx lE = B0 rnarks)
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(a) Operating cycle,

(c) Business cycle.

The most liquid asset is

(a) Cash.

(c) Bills Receivable.

Receivables are created as a result of:
I(a) Cash sales,

(c) Working capitaL

Public deposits of c6mpanies are : '

(a) Unsecured loan.

(c) Collateral loan.

(b) Cash cycle.

(d) None of these.

(b) Debtors.

(d) Inventories.'

(b) 'r Credit sales.

(d) Bills receivable.

Maxirnrrm:80 Marks

Part I (Objective Questions)

Answer all ten questions.

Each question carries I marh.
Choose the comect ansier.

L. Net working capital means :

(a) Current asset + Current Liability.

(b) Current Asset - Current Liability.

(c) Current Asset only.

(d) Current tiability only.

2. .fime gap between the production of goods and actual realisation after saies is known as :

i
r*
B'*

f

3.

4.

'(b) Secured loan.

- (d) None of these.
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23. Explain the approaches of working capital management.

24. Wliat are the motives behind holding cash ?

25. Frym the following particulars, calculate the EOe :"
Annual requirement : 1600'Units.

Cost of,material per unit : Rs. 40..:
Cost of placing and receiving one order : Rs. 80.

Annual carrying cost of inventory : r0 %of inventory varue.

27. Explain Miller-Orr cash management model.

28. What are the benefits of receivables ?

c 6fi)25

29.

30.

(6 x4=24marks)
partW(Essayeuestions) , | 

:

answer any two out of the three questions in about g0o word,s.

Explain the various so'rces ofworking capital financing ? 
'

Prepare an estimate of working capital requirement from the following information of tqadingconcern ,,

1 Projected Annual sales : 2,00,000 Units,

3 Percentage ofnet profit on sales :25 ?o

4 Average'credit period allowed to customers: g weeks

5 Average credit period allowed bysuppliers :4 Weeks.

6 Average stock hording in terms of s.ales requirements : 12 weeks.

-':::t 
all the factors which exercise influence on the dem.and for working cap:tal in a businessconcern.

31.

(2 x.15 = 30 marks)
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' P"4 I (Obiective Questions)

Answeir all ten questions.

Choose the correct answer'

1. Longer the operating cYcle :

(a) Largerthe size ofcurrent assets.

(b) Ttre smaller the size of current assets.

(c) Current assets remain the same. 
{

2. Pennanent working capital is also known as :

(b) Core working caPital.

(d) All of the above.

':'
3. Which of the following is not a cost associated with receivable.

(b) Delinquency cost.

(al) Sunk cost.

4. poQ is the size of the order for a particular item of inventory.

(a) Regui.ar working capital.

(c) Fixed working caPital.

(a) Administrative cost.

(c) Defaultcost.

. (a) Maximum.

(c) OPtimum.

5. Danger of excessive working capital is :

(a) Idle tunds.

(b) Medium.'

(d) Least.

(b) Huge accounts receivable.

(d) All of these.(c) Head level inventory.

Fill in the blanks

6. Cash is one of the comPonents of

7. When credit policy is tightened, sales will be ---- 
- 

' Turn over
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8. Inventory is one of the components of 
--T 

assets.

9. Lenglh of --_- cycle influences the amount of working capital.

10. refers to the practice of firm's credit terryrs, credit standards and collection efforts.

(10x1=10marks)

Part II (Short Answer Questions)

Answer any eight out of thz. ten questions in two or three sentences..

11. What is working capital ?

,612. What do you mean by cash management ?

13. What is hard core working capital ?

14. What is hedging approach ?

15. What is conservative approach ?

16. What do you mean by over drafts ?

17. What is inventorf ?

19. What is ecoriomic order quantity ?

20. What do you mean by net coneept'of workingcapital ?

(8x2=16marhs)

Part III (Short E-ssaY Questions)

Answer any six out of the eight questions in about 2AA words.

22. What are the various aspects of receivables management ?

23. What are the factors determining the cash needs ?

24. Discuss the importance of the working capital of a concern.

25. What are the be efrtl of receivables ?

26. What are the basic objectives of cash management ?

27. Explain the different concepts of wofking capital.
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28. ,From the following information determine EOQ :

Anpual requirement of material 8,000 units.

Ordering cost Rs.2,000 per order

Carrying cost |Vo of average inventory value

Price per unit Rs. 40

Part fV (Essay Questions)

Answer any two out of the three questions in about

29. Explain the determinants of working capital.

30. What are the sources of working capital requirements ?

31. ALtd. gives the following information :

Expected level of production

Raw materials to remain in stock on an avergge

Processing period for each unit ofproduct

Credit allowed to customers from the dateof despatch

Expected ratios of cost to selling price :

_ 
Raw material

.Direct wages

Overheads

Selling price per unit

Expected margin on sale

You are required to estimate the working capital requirements of A Ltd.

D 40025

(6x4=24marks)

800 words.

2,40,000 Units

2 Months

l Month

3 Months

3 Months

6OVg

:

Rs. 10

lOVo

(2 x 15 = 30 rnarks)
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Time: Three'Hours

part I (Objective euestions)

Answer all ten questions.
Choose the cotect anstaer.

l. Dangers of excessive working capital is :

(a) Idle funds.

(c) High level inventory.

2. Working capital cycleis also known as :

(a) Cash cycle.

(c) Operating cycle.

3. The most important item of current assets :

(a) Bills receivable.

(c) "Cash.

(Pages:3)

sDrrH SEMESTER 8.8..& DEGREE EXAXIINATION,
(CUCBCSS_UG)

BBA VI B 15-WORKING CAPITAL MANAGEMENT

4, Accounts receivables include bills receivable and :

(a) Cash.

(c) Debtors.

5. Depreciation is a:
(a) Cash expense.

(c) Charge to profitand Ioss account.

ft) Huge amounts of receivable.

(d) AII of these

(b) Production cy, cle.

(d) None of these.

(d) Stocks.

G) Accounts.

(d) Creditors.

G) Non-cash expense.

(d) None of fhese.

Maximum: 80 Marks

(10 x 1= 10 marks)

Fill in the blanks :

6. The rate of return on investments -..-._ with the shortage of working capital.
V. Gross operating cycle is eqoai to inventory conversion period plus 

-.
8. Cash is one of the components of 

-
9. When credit policy is liberalised, sales will be --------.

10. Inventory is one of the components of 

- 

assets.

Turn over
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Part II (Short Answer Questions)

Answer any eight out of the ten questians in two or three sentences.

11. What is gross working 
"ufiital 

concept ?

t2. What are Preference shares ?

13. What is conservative approach ?

14. What do you mean by commercial paper ?

15. What is regular working capital ?

16. What do you mean by over drafts ?

L7. What is receivables management ?

18. What is inventory ?

19. What do you mean by factoring ?

20. What is hard core working capital ?'

(8 x2=l6marks)

Part III (Short Essay Questions)

Answer any six out of tlw eight questions in about 2fr0 words.

23. What are the motives for holding cash ?

24. What are the points to be considered by the financial manager for an effective working capital

financial plan ?

25. What are the approaches to determine working capital Eix ?

26. What are the objectives of receivables management ?

27. Discuss the importance of the working capital of a.concern

28. The annual demand for an item is 3,200 units. Ttre unit eost is Rs. 6.00 and inventory carrying

cost is 25Vulf lhe cost of one procunem€nt is Rs. 150, determine :

(a) EOQ.

(b) No. oforders PerYear:

(c) Time between trvo consecutive orders.

C zl\j*

(6x4=24marks)
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Part IV (Essay Questions)

Arcw*'any two out of thc thTee questinns in abouf 800 raords.

29. What are ttre factors that determine the working capital requirements of a business ?

30. What are the sources of working capital requirements ?

31. Prepdre an estipate of, working capital requiremont from the following information gf trading

(a) Projected Annual sales : 4,00,000 Units.

(b) SeIIinq price I Rs, 8 Per Unit.

(e) Percentage of net profit oir sales : 25%.

(d Aver*go,credit periodlalloned by suppliers : 4 Weeke.

(CI " Av.erage stock hotding in terms of sales requircqents : 12 Weeks

(S) Allow LWo forcontingemties.

c 21054
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Part A

Answer'all questions.

Eo.ch bunch carries a weightage of. t.

I. 1 is the minirnum amount of eurrent asset required throughout the year for

(a) Gross working capital. (b) Temporary working capital.

(c) Permanent working capital. (d) Net *orking capital.
...'.i

2 Just iri tirae is a technique for : ;

(a) 
. 
InveatorSl managencent.

;r

(c) Receivables i,nanagement. (d) Wo+ing, eapital rnanaqe:1ent.

3 is a money market instrument

,: (b) Debentures.

(d) Treasury bill.

4 Gross working capital represents

(a) Total current asset. ,

(b) Total current liability :

(c) Excess ofcurrent asset over current liability.

(d) None of these.

U. 5 Cost of goods sold divided by average stock is equal to :

' (a) Share.

(c) Bonds.

(a) Materials turnover ratio.

(c) Creditors turnover qatio.

(b) Cnrsh Esnagbment.

ft) Debtors turnover ratio.

(d) None of the above.

:-1 I

(]1 '

.l
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6 EOQ means :

(a) Economic over quantity.

(c) Economic ordering QuantitY.

7 

- 

is a current aSset.

(a) Bank overdraft.

(c) Goodwill.

(a) Primarymarket.

(c) Money market.

16

L7

18

19

20

2L

(b) Equal ordering quantity. '

(d) Economic ordering quality.

(b) Cash deposit.

(d) Investments.

8 Investments for short period are made at

(b) Capital market.

(d) Commoditymarket.

g The excess ofcurrent assets over current liabilities is called ------- t .

10 The rate of return on investments 

- 

on shortage of working capital.

11 

-technique 

is used for the control of spare parts.

LZ Baumol model is a model for rrrana$ement.

(3x1=Sweightage)

Part B

Answer arl' Questions.

Each question carriei o weightage of l.

What is meant by gross working capital ?

Define hard core working caPital.

State the motives of holding cash.

What is rneant by cash flow statement ?

What is stock turnoVer ratio ?-

Explain VED analysis.

What is meant by safety stock ?

What is meant by safety margin of working capital ?

What is cash discount ?

13

L4

15

(9 x 1=,9 weightage)



lSF

3

Part C

. Answer any frve questions.

Each quosti.on carries a weightage of 2.

22 Explain the Miller-Orr model of cash management.

2g What are the criteria for selection of securities for short term investment ?

24 What are the determinants for appropriatg receivable policy ?

25 What are the sources of Working Capital ?

26 Explain the role of finance management in inventory management.

27 From the followinB, you are required to forecast their working capital requirement.

c 1739

Projected annual sales

Percentage ofnet profrt on cost of sales

Average credit period allowed to debtors

Average period allowed by creditors

. Average stock carrying (in terms of sales reluirements) 6 weeks

Add 20 7o to computed figure to allow for contingencies.
: ' r: i; ',' _ :I

28 Compute the econoinic ordering quantity from the following information.

Rs.46,80,000

2O Vo

10 weeks

I weeks

Monthly usage of materials

Buying cost

Carrying cost

4500 units.

Rs.20.

17o ofbuying cost.

29

30

(5x2=10marks)

Part D '

Answer any two qubstio.ns.

Eo*h question carri.es a weightage of 4.

What is working capital ? Explain the determinants of working capital.

What is inventory management ? Explain the need and objectives of inventory management.

Turn over
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Cost per unit (Rs/-)

40

2o

25

85

15

100

. (a) Baw ruaterials are held as stock, on 4T av€rage for 3 months. 
:

15) Work in proqess (laO'qo cornplete in r,ggard to materials iurd. 60%;forlabouraqd over

, (e)'Finishedbooh"ift.;di'orranlaltr#+i#o#.g,:.#6'rltt;r ":':::',i..,",, ,', ' ,,' '

(d) Credit allowed by suppliers 2 months.
. I i i : - ., r,. . 1..

(e) One month credit aliowed to debtorli caieutration of debtors may bd'rrhilb at'selHng

priee...'.'l.'...'1.'..]:]]1]..:...,..;

, (f) Minimum cash balanee,of.Rs'.45, 000 is €IPe€ted 
!o 

be mAntqtd

(2x4=Sweightage)

31 Gem Ltd, has called for a statement shOwing the working capital requirernent to finance a

level of activity of 3,60,@0 units of outpu! for the year. The cost structure for the Company's

product, for the above mentioned activity le-vel is detailed below.

: .,,

Rawmaterials

Direct labour

Over heads

Total

Frofit

: Se}ling price,
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SD(IH SEMESTER B.B.A DEGREE EIGIVIINATION,
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Core Course

BB VI B 15_\ ORIilNG CAPITAL I\,IANAGEMENT

fime : Three Hours Maximum : 30 Weightage

Paft A

Answer allquestians.
Eaehbunch corrics a weightage of L.

L 1. Which of the following is a basic principle of finance as it relates to the management of working

capital ?

(a) Profitability varies inversely with risk.

(b) Liquidity moves together with risk.

(c) Profitability moves together with risk.

(at) Profitability moves together with liquidity.

2. Working Capital T\rrnover measures the relationship ofWorking Capital with :

(a) Transactionary Motive.
,./'

(c) Capital Investment.

4. Which of the following is not an element of credit policy ?

(a) Fixed Assets.

(c) Purchases.

3. Which of the following is not a motive to hold cash ?

(b) Sales.

(d) Stock.

(b) Pre-cautionary Motive.

(d) None of these.

(b) Collection Policy.

(d) Sales Pride

(b) Temporary.

(d) Net.

(b) Maturity.

(d) All of these.

U. E. The amount of current assets required to meet a firm's long-term minimum needs is referred to as

'ivorking capital.

(a) Permanent

(c) Gross.

6. Cash required for meeting specific payments should be invested with an eye on :

(a) Credit Terrns.

(c) Cash Discount Terms.

(a) Yield.

(c) Liquidity.

T\rrn over
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Whieh of the following is related to Receivables'Management ?

c 80022

7.

8.

(a) Cash Budget.

(c) .Ageing schedule. 
:

Marketable securities are'primarily :

(a) EqurW shares.

(b) Economic Order QuantitY.

(d) All of these

(b) Preference shares.

(c) Fixed'deposits with compan'es. (d) Short-term debt investments.

III.9.Chequesdepositedinbankmaynotbeavailableforimmediatgusedueto-.
10. Baumol's Model of Cash Management atteopts to

11. identi& the appropriate- credit policy.

L2, Working capital management entails 

-decisions.

(L2xY+=Sweightage)

Part B

: Answer diquestions.
Each question carrics a weightage of L.

What do you mean by working caPital ?

What is floatation ?

What do youmean,bJcorolqercial,PaP* ? 
: :.::

What does the term liquidity mean ?

What is Conservative financing stratery ?

What is Operafing cycle of a business ?

What is ABC Analysis ?

What do you mean by safety stock ?

What is call money market ?

(9x L=gweightage)

Part C 
r

,Unswer anY frve questions.
Each question earries a weightage of L,

22. Explain the important components of receivables management system.

23. How does simulation approach help in cash forecasting ?

24. Disting5uish between the walker's Approach and Trade offApproach.

25. Explain the objective of cash management system.

26. List out the different kinds of instruments in the money market.

I"3.

L4.

15.

16.

L7.

18.

19.

20.

2L.
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27. Calculate Economic Order Quantity from the following information. Also state the number of

orders to be placed in a Year.

Consumption of materials per annum-10,000I(g.

Order placing cost per order-Rs.50

Cost per Kg. of raw materials-Rs.2

Storage costs 8% on average inventory.

28. Prepare a Cash Budget from the following information for the month of February 2014:

Rs.

Cash in hand on February 1 ... 10, 000

r

Sales for January, 2014

Sales for February 2014

1,00,000

l, 5o,ooo -'-

Purchases for January 2014 50,000
' 

Purchases for February 20L4. .:.. 70,000

Operating Fxpenses January 20L4 10,000

Operating Expenses February 2AL4 :.. 20,000

Credit from suppliers one month, Sales recovery 6O7o of the month of s1le and the balance in the
following month.

Sales (3 months credit)

Raw'Materials

. Wages (15 days in arrears)

(5x2=l0weightage) -

Part D

Answer any ttvo questions.
Each question carrips a weightage of 4.

29. What are the various factors influencing the determination ofworking capital ?

30. Explain the teehniques that you would adopt for controlling inflows of cash.

31. ABC Ltd sells its products on a gross profit of 2}Vosales. Ttre following information is extracted

from its accounts for the year ended 31st March 2014.

r Rs.

40,00,000

12,00,000

9,6o,ooo

Manufacturing expenses (one month in arrears) ... 12,00,000

Administration expenses (one month in arrears) 4;80,000

Sales promotion expenses (payable half yearly in advance) . 2,00,000

The company eqioys one month's credit from suppliers of raw materials and maintains 2 months

stock of raw materials and one and half months finished goods. Cash balance is maintained at 
-_

Rs. 1,00,000 as a precautiortary balance. Assuming a L$Vo margin, find out the working capital

requirements of ABC Ltd' 
(2 x 4= g weidhtagp)


