647510 MCM3AmaE301A Seat No :
M.Com(New) Semester - 3 (CBCS) Examination
Oct/Nov-2022 (NEW COURSE)
Advanced Management Accounting (Elective (New))
Time: 2:30 Hours Marks: 70
Instructions:

1. All questions are compulsory.
2. Figures to the right indicate marks.
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ENGLISH VERSION

One company of Saputara 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 life expectancy of the plan is six year. The estimated scrap value cost is Rs. 60,000. It
is assumed that the cash flow before depreciation, tax and maintenance expenses 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 company provide depreciation on straight line method basis.

2. The discount rate is 12%.

3. The general tax rate is 50%
The current value of the Rs. 1 at the rate of 12% discount 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
Advise to accept or reject the proposal of this project.

OR

Doctor Modi wants to replace an existing X-ray machine at a cost of Rs 1,30,000. The existing
machine was purchased two years ago at a price of Rs 56,000. On Machine depreciation is
deducted by the straight line method for seven years of its lifespan. Accordingly, the machine
can now be sold for Rs 60,000 without the cost of removing it. The cost of installing the new
machine will be Rs. 20,000. And in the five years of his life, it will have to be depreciated. The
doctor estimates that the wreckage of the new machine is worth Rs. 10,000 at the end of its five
year lifespan. The doctor also estimates that the new machine will require an addional Rs.20,000
working capital due to work expansion. Doctor’s general profit is taxable at 55% and capital
gain at 30%
(normal profit = basis price — book price and capital profit = sales price - basis price)
The profit after tax on the existing machine and the new machine is estimated to be as follows
for the next five years.
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Que-2

Que-3

Que-3
Que-4

Que-4

Year Estimates of profit after tax
Existing machine New machine
1 4,00,000 4,32,000
2 3,00,000 3,00,000
3 3,60,000 4,00,000
4 4,20,000 4,80,000
5 4,40,000 4,60,000

1. Calculate the net investment required for the new machine.
2. If the capital expenditure is 15%, state that a new machine should be purchased.
The current value of the Rs. 1 at the rate of 15% is as follows.
Years 1 2 3 4 5
Net present value 0.870 | 0.756 | 0.658 | 0.572 | 0.497

JICET company is thinking of buying a new machine for Rs. 10,50,000. The CEO of the (20)
company is confident that the company will be able to achieve a net cash growth of Rs. 3,00,000
per annum by selling the product manufactured by the new machine. There is no definite
guarantee about the life of the machine. But the following information about the life of the
machine has been received from 1,000 machine holders of such machines.
Lifespan of the machine in years Number of machines
3 80
4 200
5 400
6
7

280
40
1000
The component with a 10% discount is the net current value of the amount received from each
lifetime machine as follows.

Lifespan of the machine in years Net present value
3 -3,03,000
4 -99,000
5 87,000
6 2,58,000
7 4,01,000

a company CEQ as an appointed to you a decision maker. You should advise to Company that
machine Buy or Not.
OR
The Vijay Company Ltd. Desires to place a new bike into the market. Its derivations are as below :
Annual sale (Bike) 6,000 4,800 3,600
Possibility 30% 40% 30%
The company has two options :

Option 1. To produce on limited basis, in this | Option 2. To produce of full capacity basis, in this

(a) The contribution per bike will be (a) The contribution per bike will be
Rs. 1,000 and Rs. 2,000 and
(b) Annual fixed expenses will be Rs. 8,00,000 | (b) Annual fixed expenses will be Rs.60,00,000

If the company is able to sell a bike for Rs. 40,000, the production should be on limited basis or
should do the production on full capacity basis to gain expected profit in maximum. Decide it.

What is decision tree ? discuss its advantages and disadvantages. (15)
OR
What is PERT and CPM? With a view point of management discuss utility of PERT and CPM.
Write short note : (15)
1. Stages of social cost-benefit analysis. 3. Strategic cost analysis
2. Objectives of Social Responsibility Accounting.
OR

Write short note :
1. Concept of Social Responsibility Accounting.
2. Importance of social cost-benefit analysis
3. Effective elements of strategic decision making.
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