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Max. Marks: 75                     TIME:3 Hrs 
PART- A (10 × 2 = 20 Marks)
Answer all questions.
1. Working Capital refers to the capital required for financing the day-to-day operations of a  business.
Working Capital = Current Assets – Current Liabilities
2. (a) Gross Working Capital
Total investment in current assets.
Includes cash, debtors, inventory, etc.
(b) Net Working Capital
Excess of current assets over current liabilities.
Indicates short-term financial health.

3. Three Approaches to Determine the Financing Mix
Conservative Approach
Aggressive Approach
Matching (Hedging) Approach

4. Two Methods of Analysis of Working Capital: Ratio Analysis , Funds Flow Analysis
5. A Cash Budget is a statement showing estimated cash receipts and cash payments for a future period. 
  Helps maintain liquidity
  Avoids cash shortages or surplus

6. A Lock-Box System is a method used to speed up collection of receivables.

7. Need for Receivables Management
Ensures timely collection of cash
Reduces bad debts
Improves liquidity
Increases profitability

8. Main Purpose of Maintaining Receivables
To increase sales through credit facilities
To retain customers
To gain competitive advantage
9. InventoryTurnover Ratio=Cost of Goods Sold /Average Inventory
10. Management involves planning, controlling, and monitoring inventory levels so that adequate stock is maintained at minimum cost.
11. Operating Cycle of Paari Ltd
Operating Cycle=RM+WIP+FG+Debtors–Creditors =120 days

12. Average Debtors = Rs.50,000, Net Average Debtors = Rs.45,000 Debtors Turnover Ratio = 5.56 times 




PART - B (5 × 5 = 25 Marks)
Answer any FIVE questions.




13. Working Capital Requirement (Kitamura Ltd):
Cost of Sales: 6,50,000 / 1.25 = 5,20,000 (Weekly Cost = 10,000; Weekly Sales = 12,500)Current Assets:Total CA = 2,05,000 Current Liabilities:  Total CA =40,000
             Net Working Capital: 2,05,000 - 40,000 = 1,65,000
             Add 20% Contingency: 33,000
             Answer: Rs. 1,98,000

14. The three main approaches for financing working capital requirements are Hedging (Matching), Conservative, and Aggressive. These strategies determine the mix of long-term and short-term funds used to finance permanent and temporary current assets based on risk appetite and cost considerations. 

15. A cash budget is a, detailed projection of a business’s expected cash inflows and outflows over a specific period, used to manage liquidity, anticipate surpluses, or prevent shortages. The main methods include the Receipts and Payments Method Adjusted Net Income Method, and Balance Sheet Method

16. Debtors Turnover & Average Age :
Avg Debtors: (1,60,000 + 1,72,000) / 2 = 1,66,000
Turnover Ratio: 15,00,000 / 1,66,000 = 9.04  times
 Avg Age: 365 / 9.04 = 40.4  days  Answer: 9.04 times; 40 days

17.  Economic Order Quantity
EOQ = 400 units
Orders per year = 1.5
18. Savings from Float Reduction (Red Ltd)
            Credit Sales: 90,00,000
            Daily Sales: 90,00,000 / 365 = 24,657.53$
            Funds Released: 73,972.60
            Savings: 73,972.60 *18% = 13,315$
            Answer: Rs. 13,315
19.  Role of Finance Manager in Working Capital

Estimation, financing mix, cash, receivables, inventory, payables, monitoring and liquidity management.

SECTION – C (3 X 10 = 30 Marks)
Answer any THREE Questions

20. Operating Cycle Estimation
            RM Period: (1.24/8.42) \365 = 53.7days
           WIP Period: (0.72/14.25) \365 = 18.4 days
           FG Period: (1.22/15.30) \365 = 29.1 days
           Debtors Period: (2.60/19.50) \ 365 = 48.7days
           Operating Cycle: (53.7+18.4+29.1+48.7) - 30
           Answer: 120 days

21.  Committees on Bank Credit
  Tandon, Chore, Marathe, Nayak Committees

22. Cash Budget (June–August 2026)
      Closing balances:
      June – Rs. 1,19,500
      July – Rs. 1,32,400
      August – Rs. 1,46,900

23. Credit Policy
Credit standards, credit period, cash discount, credit limits and collection policy.

24. Stock Levels Evaluation
Reorder Level: 420 \15 =6,300 units
Min Stock: 6,300 - (300 \ 12) =2,700 units
Max Stock: 6,300 + 3,600 - (240 \ 10) = 7,500 units
Avg Stock: (2,700 + 7,500) / 2 =5,100 units
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