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Q1. Explain different approaches to the determination of working capital. As a new entrepreneur,
which of the three broad approaches would you prefer and why?

Q2. Alpha Ltd. has a annual sales of Rs. 50 lakhs and is currently extending 30 days credit to the
dealers. It is felt that sales can pick up if dealers are willing to carry increased stocks, but
dealers have difficulty in financing their inventory. The company is therefore considering
shifts in credit policy. You are required to determine which policy the company should
adopt from the following information that is available:

Credit Average Collection Annual Sales
Policy Period Rs. lakhs
P 45 days 56
Q 60 days 60
R 75 days 62
S 90 days 63

The average collection period now is 30 days.
Costs: Variable cost is 80 per cent on sales.
Fixed cost is Rs. 6 lakhs per annum.
Required (pre-tax) return on investment is 20 per cent.

Also mention the assumptions that you have made while approaching your decision.
Q3. Describe the salient features of the Guidelines issued by the Securities and Exchange Board
of India (SEBI) for the conversion of Debentures into Equity.

Q4. Study the case of ‘Inventory Management In Maruti Suzuki India Limited (MSIL)’ given in
Unit 15 of this course and answer the questions given at the end of the case.



