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VI Semester B.B.M. Examination, ApriUMay 2018

(Scheme : NRS 2014)
FINANCIAL MANAGEMENT-III

Working CaPital Mana gement

PART - A
?Forl - a

Answer any Three questions. 15 marks each.

oJodcndd.ra dlrDdr ddldert w{o,1. den 15 elodrtqb.

eI) Define the term'working capital management'. Describe the various factors

determining the requirements of working capital.

zsd uodao$ Odrddd$n aorarorCItu. a3d uodaasd uzldrdd$$4 OdrOd:d

erodrldd>n Ado$.

e2) Fromthe following Balance sheets of Bharati Ltd; prepare (a) a statement of
changes in working capital and (b) Funds flow statement.

Equity share

Capital
8olo redeemable
Pref" shares

Capital reserve

Gen.Reserve
PIL Nc
Proposed

dividend

Creditors

3,00,000

1,50,000

40,000
30,000

42,000
25,000

4,00,000

1,00,000

20,000
50,000
48,000

50,000

47,000

Goodwill

Land & Building
Plant
Investments
Debtors

Stock
Bills Receivable

1,00,000

2,00,000
80,000
20,000

1,40,000

77,000
20,000

80,000

1,70,000

2,00,000
30,000

1,70,000

1,09,000

30,000

2016(t)

PTO.
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6,77,000 8,77,00a
6,77,000 8,17,000

BillsPayable
Liabilities for
expenses

Provision for
taxation

20,000

30,000

40,000

Cash in hand
Cash at Bank

Preliminary

Expenses

M-531
10,000

9,000

15,000

10,000

Additional tn6rmation

E) &Q zseroo ast

d) An interim dividend of t20,000 has been paid in 2017.zlode eleo$Ged di dsdod erF.od dgddeoJ qdrjsob* dodroo&.o) cbGodlld sJoddrogdpd a.rdenddijg add.

016 (t) 2017 (<) 2016(t) 2017 ({)

8z udrao

decbrlsc
aJodD:oS &e
aodod, &e
eroqD dS and

d(ecb e^toduog

dra?,Sd enqood

dOrtst:
aadSSzJe6Dd
groAd$b

ddde
e;dDa%Oilgr

do/trpn .loeiso

3,00,000

1,50,000

40,000

30,000

42,000

25"000

20,a00

30,000

40,000

1,00,000

20,a00

50,000

49,000

50,000

47,000

36,000

50,000

e$oao ab$ dqd

^J9^C^JO

dd.oAEdsb

c$sdrlsb

a€dod?rd)dod
d>oBilq;b

ddcb
8Ddo6dgd)d

iira;icE=r-\ --€^rWvee u)OJ

o.Fodt)

1,00,000

2,00,aa}

90,000

20,000

1,40,000

20,000

15,000

10,000

15,000

77,000

90,000

7,70,000

2,00,000

30,000

1,70,000

30,000

10,000

9,000

10,000

1,09,000

6,77,000
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dqdo dobs:

M-539
o) 20l7do dratuo$ e,oc$ eporidoSn dodenfld "$eb erdd abe)d

enzfdabn zuodaa$ Oeri a;do dndennd.
E) z"ocb d?99*- t10,000{^Codenfld, er o$ogd "aeil)$ d$e.:,

{12,000 20t7dg qdd erodo3: abee3 tr0,000 sl*p dric$ennd.
,qr) 3,000 enqnodd$n Xedo,rrq. dnadrig arodrl agdJ dodenhd.a) 20l7deT {20,000 a$drodd enqnodd$n aad8Eenfld.

Q3) Shree Ltd. has annual slaes of {5,00,000 and an average collection period of
30 days. It is considering a more liberal credit policy. If the credit period is
extended, the company expects, that sales and bad debts losses will increase
in the followine manner.

Credit Poiicy Increase in
credit period

Increase in
sales ({)

Bad debts %
of total sales

A
B
C

10 Days
15 Days
30 Days

25,000
35,000

60,000

1.2

1.5

1.8Thesellingpriceperunitis{2.00average.o.tpffibl.
cost per unit { 1-20- If current bad debt loss is lYo ofsales and required rate
of return on investment is 20%. Which credit policy should be undertaken?
Ignore taxes and assume 360 days in ayeat.
g€ eo$aodd aoard dvoooa^l do.5,00,000 a$6 icnjo di.oenE ede
30 Odrlqnndgd. dod0cJl. ddo w{o &e8c3:$n 6oodringio oloed,tud.g{ **o udeo$&o a{o,xqg. dodoc$ atiooe"l ab6 ddd me.:r19
dd$ dr dgnd o€,go$e: esziud:*ocJ: etoood:Jd. -o

eruqo &e9 elDqo eldQcS:Q
J^J^J@iiJ\/

91

dnoouidQ
dz".$( t)

e"u* drooosdg
de.ddd: Foe

r1

10 odrlsb
15 Odil9)
30 odd$b

25,0A0

35,000

60,000

r.2
1.5

1.8
ilg qlJ.OcJeJi

!l
85r00?t3d dd do. o$ra&[^ld ioodO dzd drEgs erlrD.JHN 6r0o"eJe5 5eJ d.o 2- de obraeqd trooio is={-drorso

oario de odlrD0€^ld a^:denrbd dd dro"l.20 afga ddd nic.,a dd!r,v, r.re 3r7 ,,*ldNqid LJ.,*,orud DE qtJ"l.z0 6Qa ddd me.:d d*
dooor^id de.l undg $6 d,oado$-abeej aieronoi; ge fre.:dd de.2o-

:-qd oJtl *qu 
_0e 

3o3:d:n er$iotzie s? €e&. doric$$4 ere;fl3 ddrd*
360 Adrldoc3r e"&Ri.



F 310/30 629 M-539
Qa) Karthik co; desires to prepare a cash budget for 3 months from April to June

2018.

Month Sales

t
Purchases

t
wages

t
Manufacturing
Expenses ({)

other
Expenses (tl

Feb
March
April
Muy
June

3,50,000
4,20,000
2,60,000
2,50,000
2,80,000

2,50,000
3,00,000
3,20,000
3,40,000
3,00,000

29,000
30,000
36,000
32,000
30,000

10,000

12,000
14,000
16,000

18,000

12,000
16,000

18,000

20,000
20,000

Additional information : -
a) Cash on hand on l-4-2018 t 1,20,000 estimated.
b) 50Yo of sales is in cash 50% of the debtors pay in the month following

Sales and the balance in next month.
c) Creditors are paid in the month following the month of supply.
d) Sales commission at 5Yo on sales to be paid in the month following

sales.

e) Laginpayment of manufacturing expenses lzmonth, other expenses %
month

D Dividend at 20Yo on the paid up capital of {2,00,000 is payable in the
month of may.

6?9F66 do; dr dsnd dDbgo$d:o &ea 2Olgde xned agef&od aoo6
ddnd d:,odrEoil$ drl

a) l-4-2018 doC "ade,:d:cnd drlC ge.:r* do.1,20,000.
a3) de.50 ddp, dooatJ drldr docnn^laand. dedd 50ddD Foed dmcnr^id-----dJrc nola{r. dtooo8aad dloOd Borlgde)o$Jo a$d: erugd zloE erddgA/nAJc/\-/\ 

^,\r! 
C^J\JC/\.,,(IE^rC^Jc./|, C^^ J\ 

cn

dloOd eorlgdQo3ro dd.oerorbd)d.
tu) ddddr-, dde^lu'oae d;oGd dccood Borlgo dduo-oaoaadori

aa

aed9den.bqd"
a) doooe^lrrodorl de.5ddg dc4ee$d:n dooot^ld $ee3 e3d*oos droooa^iaad

droOd SorlgdQ aad8frraod.

.4-

goil d) d))d,O6?e3) d[J.O$d). dOJroO t'l e rr Z<

8o119.:

2018

drooae^l

(dra)

qlAoA

(dro)
d$aioo
(do)

erusodoa

dd, (do) "gdaDa3:rrl9.l(do)

sgef
*rp

#g*o
dnatrs

xoaf

3,50,000

4,20,000
2,60,000
2,50,000
2,90,000

2,50,000

3,00,000

3,20,000
3,40,000

3,00,000

29,000

30,000

36,000

32,000

30,000

10,000

12,000

14,000

16,000

18,000

12,000

16,000

18,000

20,000

20,000
;a1>dO drobS:-
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ds) wqdd dz*d$4 % 3od9o a$E 'add aDz3:rrl$d:n % Sorlsrc ddasoA

aadBi;aod.
a+') d:e eortede2 do.2,00,000 rodSodod uodaasd ubeeJ de.2Oddg

enpodd$o &eda3eahd.

QS)a)From the following details draw a plan of 'ABC' selective control.

Item Unie Unit cost
t

Item Units Unit cost
t

1

2

J

4

5

6

7,000

24,000

1,500

600

38,000

40.000

5.00

3.00

10.00

22.00

1.50

0.50

7

8

9

10

11

t2

60,000

3,000

300

29,000

11,500

4.100

0.20

3.50

8.00

'0.40

7.t0

6.20

b) Annual material requirements of a company is 75,000 units. Cost per unit is

t1.50. the cost to place an order amounts to {18. Carrying cost is20Yo of
materials cost. Determine EOQ and find the number of orders to be placed in a

yeaL

a) dxbrl$b #BdriSr -)..J-) 
J^-l

cfleJo{.J cJ$
t

dxbdSr drJdrlS) #8dd d€
t

1
I

2
.t
J

4

5

6

7,000

24,000

1,500

600

38,000

40,000

s.00

3.00

10.00

22.00

1.50

0.50

7

8

9

10

11

T2

60,000

3,000

300

29,000

11,500

4.100

0.20

3.50

8.00

0.40

7.t0

6.20

d:ee,:*od &ddrl9od oEBr cozJ 0c$og6o o3oeesdo$$n doSnOn.

a3) z-od: dod&ri 75,000 o$raOtf;il$dg no$M$c, Sieddr urldrDd. dg
o$rr0[,tr Fodr$ eie3 dr4.1.50. d.A qrded d4 d". 18 ernq' tamd:d
ddd Fioabfl ddd de.20 ddg undgd. cadleod '&)dddo$ uded ro$'
d${ &dro,l *q ddrdeJ adgenO esdesiuie aorbdd, acz.rcdi$o

dod>bGoCtO.
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PART - B
efrorl - er

Answer any 2 questions. 10 marks each.

oSodooddn adcdr ddcrlpri w{O,x. deA l0 erodrlsb.

Q6) What do you understand by optimum credit policy? Discuss.., dd$d.oee.:dd eruqo &e8 aoddedl? z3z3r:r.

M-539

Q7) You are required to estimate the working capital requirements of a company
with the help of following available information:
Estimated sales for the year 12,000 units
Elements of cost
Rawmaterials
Direct labour
Overheads

Total cost
Profit
SellingPrice

a) Raw materials are in stock on an average of one month.
b) Materials are in process on an average Yz amonth
c) Finished goods are in stock on an average of 6 weeks.
d) Credit period altrowed by suppliers is one month
e) Credit period allowed to customers is two months

D Log in payment of wages 2 weeks.
g) Cash in hand and bank balance { 15,000.
* dsri drado$d dn&eo$ iaaoirood a"ocb dod&oJr daoJ:td
D odil$ a3eGdo3:o'to eoerod&.
eoo"dd ile?,lrE dooal^l 12,000 o3loOffdq)
d€d droenodrlqb
dzgo Fod)Ril9J

ZJJ
ded atlaoo

Cost per unit
t16
t4

t12
t32
tos
t40

drad d.A o$oO€,trri
dra.16

dro.4

dra.12

dc..32

dra.08

do/0

dree.:r ddrlqb
e"q d€
pl:rq{

a!,o$ siei

a) 8z^q noab$ilsb looiO z.oc$ €orl9r
a3) fro{deo doddS nodo$dc io-oio

emedg .adrqd.

% 8or19r "add^d.
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:r) ,xq dfgdsb iooio 6 aadrls aoe.: oaxodS "aO{d.
a) dndrdoadd: a-odr Sorld xoe;d eldQoSld:n &edrddr.

e) rgddori addr Soil$ xosd edQ Oedenrb{;c3r.

aW") d:xno aod8 dodd)ddeJ urbd ASoD addl aodrl$:.

d) ddcb d:Al amrod: 9e,::* do.15,000

QS) Explain briefly cash management techniques.

drid) Odrdmo dogfi$$o dofldaon adotu.

Q9) The foltowing is the summary of cash account of Sneha Ltd. for the year

ended 31't MarchzDt7.
Receipts t Pavments t

To Balance ll412016

To Issue of equity

shares

To Receipts from

Customers

To Sale of fixed assets

1,00,000

6,00,000

56,oo,ooo

2,00,000

By Payment to

suppliers

By Purchase of fixed

assets

By Overheadexpenses

By wages & salaries

By Taxation

By Dividend

By Repayment of
By Bank loan

By Balance3l13llT

40,0o,ooo

4,00,000

4,00,000

2,00,000

5,00,000

1,00,000

6,00,000

3,00,000

65,0o,ooo 65,00,000

Prepare cash flow statement as per AS3 (direct method)

doz$r 3I-201784 Arodrfuo$eOcbd dneaa OAru3Go ddd drld: stodoi)

adddd). dr d$rt toderofld.

9e.r, 11412016 dcd>

:ndod, ded>rl$

OEGE

1,00,000

6,oo,ooo

56,o0,ooo

drododemdod Araqcfa

,?6oalr19$4 d,oodCl

40,00,000

4,00,000

4,00,000rgddood ddddA a3:ee.:r dz3rldtu
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oDtifgdb4 d-oQ, 2,00:000 d.raO .^bd)

dori
5ozus

enqrood

aq,o$ me.r d:cb
aodSXct>

o
s"? 3 r/3/17

vr-539
2,00,00a

5,00,000

1,00,000

6,00,000

3,00,000
AS3d {aod ded dg.go$g drtcb ?Bouo d€o$d\

PART - C

$*":-uil the questions., _u#ffi
qDd - ,$

oR dd+ddabn wgio:r. den 3 erodrlq;b.

QI0)W.at do you mean by reorder level?dbcb erded aSq aoaOeifZ

QIl)What is factoring?

Facroring (forflOon .) aoddeab?

QI 2)Whatare the 
^motives 

for holding cash?ddcb ecc$d,rasrld dedd;;dd?

QI3)WhatOr roJ.11il bI 
"Oing schedute of receivables.adaJeaod droao$ i"lr,$ d{ oodd;.b;.

QlQDistinguish between 'Funds FIow Statement, and ,cash 
Frow Statement,'o*: a3e':oods' db-b 'drrcb a3c;oads, ddrad draorirrgd:n g9&.

'/ ,/ ,/

-8-

65,00,000


