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Section A

Answer any five questions.
Each question carries a weight of L.

1. What do you mean by ‘Working Capital' ?
Explain the term Letter of Credii’.

What is ‘Inventories’ 7

What is Receivables Management' 7

What do you understand by ‘Cash Disdount” 7
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What is Cash ?
Define the term ‘Dividend’.

=

8. What is ‘Bonus Shares' ?

(6x1l=5)
Section B

Answer any five guestions.
Each question carries a weight of 2.

9. Describe the different types of Working Capital.
10. Explain the important two concepts of Working Capital.
11. What assumptions underlie the basic of EOQ Mode] ?
12. Discuss the criteria for judging the inventory system.
13. Explain the factors affecting to size of receivables.
14. Discuss the basic principles of good cash management.




15.
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Discuss the basie four problems of cash management.

What are the implications of Walter Model ¥
[5 x2= 10‘]
Section €

Answer any three oul of six questions,
Each guestion cérrics a weight of 5.

Explain briefly Risks and Casts associates with inventories.

Whet are the important dimensions of a firm’s credit policy’ 7
Explain the strategies available to a firm for investing surplus cazh.
What are the factors affecting the dividend poliey 7

Sivika private limmited sells goods on gross profits of 26 %, Depreciation is taken into account as
part f cost of production. The following are the annual figures given to you,

Ra.
Sales [two moenths credit] 18,00,000
Materials consumed [one month credit] 4,50,000
Wages paid [ One month lag in payment] 3,60,000
Cash manufacturing expenses [One month lag in payment] 4,580,000
Administration expenses [(Jne month lag in payment] 1,20,000
Sales promoticn expenses [paid gquarterly in advance] 60,000

Income tax payable in 4 installmet®s of wlieh one lies in the next vear 1,50,000

The comnpany keeps one month's stock each of the raw materials and finished goods. It also keeps
Rs. 1, 0,000 im cash. You are required to estimate the working capital requirements of the company
assuming 15 % safety margin.

Summarized below are the Income and Expenditure forecasts of Mr. Maran Ltd. for the months of
March to August, 2014

Month Sules Pumhlﬂses Wages | Manufacturing | Office Selling
fall credit) | (all credit) Expenses Exzpenses | Expenses
March 60,000 36,000 9,000 4,000 2,000 4,000
Apnl 62,000 38,000 8,000 3,000 1,500 5,000
May 654,000 33,000 10,000 4,500 | 2,500 4,500
June 58,000 35.000 8,500 3,500 2,000 3,500
July 56,000 39.000 9,600 4,000 1,000 4 5040
August| 60,000 34,000 8,000 3,000 1,500 4,500

You are given the following further information.
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Plant costing Rs. 16,000 is due for delivery in June. 10 % paid on delivery and balance
will be paid after 3 months.
Advance Tax of Rs. 8,000 is payable in March and June each.
Period of credit allowed (i) by suppliers 2 months and (ii) to customers 1 menth.
Lag in payment of manufacturing expenses 1/2 month.
Lag in payment of all other expenses 1 month.

You are required to prepare a cash budget for three months starting on 1st May, 2014 when there
was a cash balance of Rs. 8,000.

(8 x5 =18)



