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M.Com Semester - 4 (CBCS) Examination
March/April-2025 (As Per Syllabus Year June-2024)
Accounting For Working Capital Decisions(Ele-2 (New-23))
Time: 2:30 Hours Marks: 70
Instructions:

1. All questions are compulsory.
2. Figures to the right indicate marks.
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Que-1

Que-1

Que-2

a)
b)

English Version

Elaborate the determinants of the need for working capital.
Explain in detail the cycle of working capital and its major components.
OR

The following details are related to Badal Ltd. for the 2024;

)
2)
3)
4)
5)
6)
7)
8)
9)
10)

a)
b)

The selling price is Rs. 200 and the profit rate on the selling price is 25%.
Raw materials, labour and overhead cost per unit are in the ratio of 10:3:2.
Prepare a statement showing their next year's working capital requirement based on the
above details of the company. In the year 2025;
Raw material cost will increase by 30%, direct labour by 20% and overheads by 10%.
The estimated production for the year 2025 will be 52000 units.
Raw materials and finished goods remain in stock for a month.
The raw material remains in process for half a month.
25% of the product is sold in cash.
10% of the raw material is bought in cash.
Traders give 1 month's credit and customers are given 2 months' credit.
The payment period of wages is 2 weeks while the period of indirect expenses is one month.
Cash and bank on hand is expected to be Rs. 10,000.
The production will take place on a uniform basis throughout the year and 1 month will be
counted as 4 weeks.
Explain factors affecting the need for cash.
Explain the advantages and limitations of cash budget under cash management.
OR

Que-2  Prepare cash budget from March 2025 to May 2025 from the following details of Barish Ltd.

Que-3

Month

Sales Closing stock | Wages | Overheads

JAN
FEB
MAR
APR
MAY
JUNE

180000 | 22500 11200 38250
225000 | 33750 12300 54000
270000 | 56250 13500 | 45000
360000 | 67500 15700 | 40500
315000 | 61875 16800 | 45000
337500 | 56250 15750 33750

Additional Details;

1)
2)
3)
4)
5)
6)
7)

8)
9)

a)
b)

On 01-03-2025, the cash balance was Rs. 159100.

There is no closing stock for December 2024.

Goods are sold at a profit of 33 1/3% on the cost price.

Purchases are made in cash.

40% of the total sales are cash sales. Debtors are given a credit of 1 1/2 months.

The period of payment of wages is 1/4th month.

In the total overhead cost, the fixed portion is monthly Rs. Rs. 9000 which is paid in cash,
while the variable expenses are paid after a month.

In April, an old machine will be sold for Rs 11,250 and a new machine costing Rs. 56250
will be purchased for which 60% shall be paid in April and remaining in next month.

In March 2025, income tax Rs. 11250 is to be paid.

Explain Costs and Benefits of maintaining receivables.

Explain 5 major differences between Liberal and Strict Credit Policy.

OR
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Que-3  Nazara Ltd. provides the following information. Should credit policy be eased.
The current sales are Rs. 2400000 and it is estimated that the easing of the credit policy can increase

sales upto 120%. Variable costs account for 90% of sales. The capital cost is 15%. Due to the new
credit policy, the tenure of the existing credit of 30 day is estimated to be increased by 50% and the
loss of bad debt is estimated to increase from 1% to 2% of the total sales. The expenses of the
receivables department are expected to increase from Rs. 9000 to Rs.16500.
Que-4  Give a detailed explanation Economic Order Quantity (EOQ) and ABC method.
OR
Que-4 a) Tara Ltd. provides information related to Material as under;
Opening stock Rs. 100000
Average stock Rs. 140000
Stock Turnover 4 times
Calculate Purchases.
b) Chandra Ltd. provide details of the material consumption as follows;

Name of material Quantity Price per unit Rs.
A 1000 200
B 500 300
C 1000 50
D 1000 30
E 1000 20
F 1000 18
G 1000 15
H 1000 10

I 1000 4

J 1500 2

Prepare Statement showing classification of material on the basis of ABC analysis method.
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