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M.Com Semester - 3 (CBCS) Examination
Oct/Nov-2021 (OLD COURSE)

ADVANCED MANAGEMENT ACCOUNTING (ELECTIVE)

Seat No :

Time: 2:30 Hours Marks: 70
Instructions:
1. All questions are compulsory.

2. Figures to the right indicate marks.
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3,00,000 0.1 2,50,000 0.1
4,00,000 0.2 3,00,000 0.2
5,00,000 0.4 3,50,000 0.4
6,00,000 0.2 4,00,000 0.3
7,00,000 0.1
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5 7,00,000 0.3 7,00,000 0.3
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D B 5 5 5
E c 9 10 1"
F c 10 12 14
G C,D 6 6 6
H , 8 12 16
| E 4 5 6

| 5 6 7
K H 2 2 2
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ENGLISH VERSION

One company of Jetpur is planning to buy a new automatic plant worth Rs. 3,00,000. The
maintenace cost of the company is estimated at Rs. 30,000 for each year of its operation. The
estimated wreckage cost is Rs. 60,000. It is assumed that the cash flow before depreciation,

tax and maintenance exp. was as follows.

Years 1 2 3 4 5 6
Rs. 70,000 1,00,000 2,00,000 1,50,000 1,25,000 1,00,000
1. The straightline method at the company plant procides for depreciation.
2. The company’s discount rate is 12%.
3. The general tax rate is 50%
The current value of the Rs. 1 at the rate of 10% is as follows.
Years 1 2 3 4 5 6
Net present value 0.893 0.797 0.712 0.636 0.567 0.507

Adcise to accept or reject the proposal of this project.

OR

Unix Company Ltd. Is considering to purchase a machine. There are two machines available,
Machine — H and Machine — Y. The value of each machine Rs. 21,50,000. The estimated life
of each machine is 5 year. After 5 years scrape value of Rs. 1,50,000. The company required
rate of rate of return is 15%. The rate of tax is 50%. The expected earnings after depreciation
and before taxes for both machines are as follows.

Machine / Year Year—1 Year - 2 Year - 3 Year - 4 Year -5
Machine — H 6,00,000 5,00,000 4,00,000 3,00,000 3,00,000
Machine-Y 3,00,000 6,00,000 6,00,000 3,00,000 1,20,000

Select the most profitable machine using the following methods:

1. Average rate of return. 2. Net present value

The Smit Company Limited manufactures and sells clocks. The variable cost is Rs. 80 per
unit. The top management of the Asmita company Limited is considering reducing the selling
price of the watch to Rs. 100 or Rs. 105 per watch. The selling price of Rs. 100 and Rs. 105

3. Profitability index

The present value of Rs. 1 at the discount rate of 15 % for the first five years is

0.870, 0.756, 0.658, 0.572, and 0.497.

is estimated as follows.
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selling price of Rs. 100 selling price of Rs. 105
Units of quantity sold Probability Units of quantity sold Probability
3,00,000 0.1 2,50,000 0.1
4,00,000 0.2 3,00,000 0.2
5,00,000 0.4 3,50,000 0.4
6,00,000 0.2 4,00,000 0.3
7,00,000 0.1

Find the expected value of contribution and profit. Decide which of the two values should be
based on that.

Q.2  Gangotri Co. Ltd. wants to select any one project from two mutually investment proposals —
project — X and project - Y. For this purpose, the company uses certainty equivalent
approach. The investment is of Rs. 12,00,000 for both projects. The risk-free borrowing rate
is 12 %, from the following particulars, advise that which project should be selected.

At the end of Project — X Project — Y
year Cash flow Rs. C.E. Cash flow Rs. C.E.
1 6,00,000 0.7 5,00,000 0.9
2 6,00,000 0.6 5,50,000 0.7
3 6,00,000 0.5 6,00,000 0.5
4 7,00,000 0.4 6,50,000 0.4
5 7,00,000 0.3 7,00,000 0.3

The present value of Rs. 1 at the discount rate of 12 % for the first five years is 0.893,
0.797, 0.712, 0.636, and 0.567.
Q.3 Hetvi engineering Lid. Manufactures machines in a batch. It uses PERT network method for (15)
such work. Necessary details of production and design of these machines are as under:
Production estimate

Activities Preceding Estimated time period (in days)
activity Optimist Most likely pessimist
A - 4 6 8
B - 9 9 9
C A 7 9 11
D B 5 5 5
E C 9 10 11
F C 10 12 14
G C,D 6 6 6
H F,G 8 12 16
| E 4 5 6
J I 5 6 7
K H 2 2 2

From the above information;
1. Draw PERT network diagram. 3. Show critical path.
Find idle time for each activity.

OR
Q.3 Explain in detail of Decision Tree
Q.4  A. Explain; Process social cost-benefit analysis. (15)
B. Explain strategic managerial accounting method.
OR

Q.4 Write short note:
1. strategic cost analysis.
2. Social Audit.

3. Effective elements of strategic decision making.
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