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Max. Marks: 75                                                               TIME:3 Hrs 
PART- A (10 × 2 = 20 Marks)
Answer all questions.
1. What is meant by working capital? (K1, CO1)
2. Define the term “gross working capital”.(K2, CO1)
3. What is meant by financing of current assets?(K1, CO2)
4. What is matching (hedging) approach?(K1, CO2)
5. What is meant by cash management? (K2,CO3)
6. What is meant by safety stock of cash? (K2, CO3)
7. What is the formula for average collection period?(K1,CO4)
8. State the significance of receivables management.(K1,CO4)
9. Define inventory management(K1,CO5)
10. What is meant by carrying cost?(K2,CO5)
11. Predict from the given data of a Company, calculate the average age of debtors. Credit sales - 1,85,000, Return inwards - 2,500 , Opening Debtors - 45,000 , Closing Debtors - 35,000. Provision for doubtful debts - 3,000.(K2,CO4)
12. Z Ltd. purchases and sells goods entirely on credit basis. The credit period allowed to it by suppliers is 45 days and the firm allows 60 days to its customers. However, in actual practice, the average age of accounts payable is 60 days and the average age of accounts receivable is 70 days. The average age of a firm's inventory is 80 days. You are required to compute the firm's cash cycle & find out cash turnover assuming 360 days in a year. (K1,CO3)








[bookmark: _GoBack]PART - B (5 × 5 = 25 Marks)
Answer any FIVE questions.




13. A company has annual sales of ₹12,00,000. The cost structure is: Raw materials: 40%,  Wages: 20%, Overheads: 10%. The firm keeps 2 months stock and allows 1 month credit to customers.
Calculate the Working Capital Requirement.   (K4, CO1)   
14. Differentiate between conservative and aggressive approaches to working capital financing.(K3,CO2)
15. Calculate the optimum cash balance using Baumol model. Annual cash requirement = ₹1,20,000, Transaction cost per conversion = ₹200, Opportunity cost of holding cash = 10% (K4, CO3)
16. Explain the process of credit evaluation.(K2, CO4)
17. Annual demand = 20,000 units, Ordering cost per order = ₹500, Carrying cost per unit per year = ₹25. You are required to calculate: EOQ, Number of orders per year, Total ordering cost, Total carrying cost.(K3,CO5)
18. Explain the Miller–Orr model of cash management. (K3,CO3)
19. Examine the following estimates, calculate the average amount of working capital required. Average amount locked up in stock: Per annum Stock of finished goods and W.I.P -Rs.10,000 Stock of stores, materials etc. - Rs.8,000 2. Average credit given: Local sales - 2 week’s credit - Rs.1,04,000 Outside the state 6 week’s credit - Rs.3,12,000 3. Time available for payments: For purchases 4 weeks - Rs.78,000 For wages 2 weeks -Rs.2,60,000 Add 10% to allow for contingencies.(K4,CO1)
            
                     SECTION – C (3 X 10 = 30 Marks)
Answer any THREE Questions

20. Explain the problems arising from inadequate and excess working capital and suggest measures to overcome them.(K5, CO1)
21. Discuss the various sources of working capital finance in detail.(K4, CO2)
22. Prepare a cash budget for three months from the following information:(K5, CO3)
Opening cash balance: ₹25,000
Sales:
January ₹1,00,000
February ₹1,20,000
March ₹1,40,000
60% sales are cash, balance collected next month.
Purchases are 50% of sales, paid next month.
Monthly expenses ₹20,000.

23.   The following data relate to a company(K6,CO4)
  Credit sales: ₹36,00,000
  Opening receivables: ₹4,00,000 
  Closing receivables: ₹6,00,000
  Cost of goods sold: 70% of sales
  Industry average collection period: 45 days

Required to calculate: Average receivables, Receivables turnover ratio, Average collection period, Comment on the efficiency of receivables management, Suggest two measures to improve receivables control.

24. A manufacturing company uses 36,000 units of a raw material per year. The following information is available: (K6,CO5)
Cost per unit = ₹50
Ordering cost per order = ₹600
Inventory carrying cost = 20% of unit cost per annum
Maximum consumption = 150 units per day
Minimum consumption = 90 units per day
Average consumption = 120 units per day
Lead time = 8 to 12 days
Safety stock = 500 units
You are required to calculate: Economic Order Quantity (EOQ), Number of orders per year, Annual ordering cost, Annual carrying cost, Re-order level, maximum stock level, Minimum stock level, Average inventory level, Average investment in inventory		
*************
