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Dr. Babasaheb Ambedkar Open University 
Term End Examination January – 2017 

 
Course : DFM Date : 22-Jan-17 

Subject Code : DFM-04 Time : 3:00 TO 6:00 

Subject Name : Working Capitel Management Duration : 03 Hours 

  Max. Marks : 70 

 

1. What is Working Capital? Discuss factors Determining working capital Requirements. 

OR 

The Board of Directors of shahin limited furnishes the following information. You are required 

to prepare a statements showing the working capital requirements forecast for a level of activity 

of 1,56,000 units of production. The following information is available for your calculation.  

Particulars Rs. Per unit 

Raw Material 

Direct Labour 

Overheads 

 

 

Profit 

 

Selling Price per unit 

90 

40 

75 

_____ 

205 

60 

_____ 

265 

1. Raw materials are in stock on average one month 

2. Materials are in process, on average for 2 weeks. 

3. Finished goods are in stock, on average on month. 

4. Credit allowed by suppliers-one month. 

5. Time lag in payment from debtors-2 months. 

6. Lag in payment of wages-11/2 weeks. 

7. Lag in payment of overhead-one month. 

20% of the output is sold against cash. Cash on hand on hand and at bank is expected to be Rs. 

60,000. It is to be assumed that production is carried on evenly throughout the year. Wages and 

overheads accrue similarly and time period of 4 weeks is equivalent to a month. 

 

(14) 

2. XYZ Limited contemplating to increase the credit period from 45 days to 72 days. At present, 

the average collection period is 60 days. It is also expected that bas debts will increase from 

current level of 3% to 5% of sales. The credit sales which is at present 19,000 units is expected 

to increase to 21,000 units. The average cost per unit is Rs. 16, the selling price is Rs. 21 and 

variable cost per unit is 13. The expected rate of return of the firm is 22%. State whether the 

firm should extend the credit policy? 

OR 

Explain the ABC analysis and age wise analysis of receivables Management. 

(14) 
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3. How would you classify inventory? Explain Economic order Quantity (EOQ) in detail. 

OR 

From the following details, draw a plan of ABC selective control for Sai Enterprises.  

Item Units Unit cost (Rs.) 

1 7,500 5.10 

2 24,500 3.10 

3 2,000 10.10 

4 600 22.10 

5 38,500 1.60 

6 40,500 0.60 

7 60,500 0.30 

8 3,500 3.60 

9 300 8.10 

10 29,500 0.30 

11 12,000 7.20 

12 4,600 6.30 
 

(14) 

4. Why Cash Budget is important? What are the advantages and limitations of cash budget? 

OR 

Prepare a monthly cash budget from the following information for Laxmi enterprises for 3 

months ending 31
st
 March. 

Revenue is expected to be Rs. 90,000, Rs. 92,000 and Rs. 90,000 in three months. 

Purchase for December, January, February and March are likely to be Rs. 80,000, Rs. 60,000, 

Rs. 65,000, Rs. 70,000 respectively, 40 percent is paid in next month. 

Rent per month is Rs. 4,000 and personal withdrawal Rs. 6,000. 

Rs. 35,000 is expenses are Rs. 14,000 for each month 

Present cash balance is Rs. 15,000. 

 

(14) 

5. Write short note on: (any two) 

1. Factoring of book debts 

2. Operating cycle 

3. FNSD analysis 

4. Methods of preparing cash budget 

(14) 

 

 

__________________ 


