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The figures in the right margin indicate full marks for the question.

1. What are the components of working capital.
Explain the importance of holding adequate
working capital. 6+8=14

Or

2. Why cash management is important in the context
of working capital. Compare any two cash
management optimization models. 6+8=14

3. What are the factors that influence receivable
policy. Discuss the Heuristic approach of
receivable policy. 4+10=14

Or

4. Ramco Systems produces low cost bluetooth
enabled speakers and sells its products through
online platforms. The company successfully
produced 1 million units last year. This year, the
company is planning to increase the production
by 60%. You are requested to calculate. Working
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capital requirement for them while considering
the following information.

{ Raw material stock 2.5 months.

® Amazon takes 45 days for making cash
payment after sale.

] Selling price Rs. 1950/- per unit.

Raw materials are procured on 2 months
credit.

Work-in-process takes 3 months.

Finished goods need 1 month stock period.
Required cash in hand is half million.
Cost of raw materials is 35%.

Direct wages 15%.

Overhead is also 15%.

Wages, overhead and other payable can be
paid after one month. 14

Case Study :

Appropriate working capital management plays
an important role in the management of any
business organisation. As per reports by KPMG,
30% companies fails to survive competition due
to in appropriate working capital management.
The concept of cloud kitchen and asset light
models are highly successful now a days. Asset
heavy business organisations failed to survive
Covid-19 shocks.

Optimum level of inventory, adequate cash and
a balanced receivable policy are the major
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What do you know about working capital control
and banking policy? Write your answer giving
reference of Tandon Committee Recomendations.

6+8=14
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minimum one month to maximum three month
after submitting completion certificate at every
stages construction. As a result, the contractors
and agents always seek for longer decration of
credit. A new company which is a subsidiary of
a national brand is giving tough competition by
offering lenient credit policy.

The sales team of ABC construction is repeatedly
placing this issue of introducing lenient credit
policy. But the management is very sensitive
about possible bad debts and business reputation.
The finance department does not find it lucrative
to increase the existing credit period. At present
the annual sales turnover is 60 crores and average
collection period is 30 days. A study made by a
consultant reveals the following information-
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deciding factors for long term survival. Big Bazar
brand could not survive competition due to
mismanagement of working capital.

The following figure are drawn from the balance
sheet of two companies. Read these information
carefully and answer these questions.

(i) Which company is facing the problem of WC
management. 2

(ii) Identify the problems given in this case. 4

(iii) Suggest solutions for the problems identified

Credit Increase in Increase in | Anticipated
Policy |Collection Period Sales Bad Debts
A 10 days S crores 1.5%

B 20 days 5 crores 2%

C 30 days 7.5 crores 3%

The average selling price per unit is Rs. 30/-
and average cost per unit is Rs. 225/-. Out of
which variable cost is Rs. 200/-. The current bad
debt loss is 1%. Required return on additional
investment is 20%. (Assume 360 days in a year).

You are requested to suggect a suitable credit
policy by analysing the above information. 14

How inventory management plays an important
role in managing working capital. Compare ABC
analysis and EOQ model. 6+8=14

Or

by you. 8
Company-A Company-B

Current Liabilities 4000 crores 600 crores
Company valuation 1,00,000 v 5000 ,,
Debt 400 " 4000 ,,
Account Receivables 50 . 7%0
Inventory 2000 v 6000 v
Profit 1500 . 60 ,,
Revenue 30,000 . 25,000 ,,
Sales cycle 30 days 90 days
Share price (2010) Rs. 500/- Rs. 150/-
Share Price (2023) Rs. 2500/- Rs. 37/-

Case Study :

ABC construction materials company is a
renowned brand for supplying construction
materials to govt. Projects as well as to small
contractors. Realization of cash requires
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