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ENGLISH VERSION
Que-1  Pravin Ltd. Wants to select a project out of two projects having 5 years of estimated life. Following (20)
information is availab.e

Particulars Project-H | Project-Y
Initial Investments 1,05,000 1,65,000
Profit after tax :
First Year 10,000 15,000
Second Year 15,000 20,000
Third Year 20,000 25,000
Forth Year 25,000 30,000
Fifth Year 35,000 40,000
Estimated scrap value after fifth year 5,000 15,000

Select the Best Project as per the following methods.

1. Pay-Back period

2. Net present value

3. Profitability Index

4. Average rate of return
Which project can be considered the best when the company has unlimited funds? The present value of Rs.1 @
11% is as under : state the reasons for difference if any.

Year 1 2 3 4 5
Net present value 0.901 0.812 0.731 0.659 0.593
OR
Que-1  Hardik Co. Ltd. Is considering two mutually exclusive proposals “A” and “B” (20)

Proposal “A” will require the initial cost of Rs.1,60,000 with a salvage value of Rs.10,000 and will also
require an increase in the level of inventories and receivables of Rs.90,000 over its life. The project will
generate an additional sales of Rs.2,00,000 and will require cash expenses of Rs.70,000 in each year of its 5
year life. It will be depreciated as per straight line method.

Proposal “B” will require an initial capital of Rs.2,70,000 with a salvage value of Rs.20,000 and will be
depreciated on straight line basis. The expected earnings before depreciation and taxes during its life are :

First year............ 3.1,10,000
Second year........ 3.1,30,000
Third year............ 3. 90,000
Fourth year......... 3.1,10,000
Fifth year............ 3.1,50,000

The company has to pay corporate income-tax at the rate of 50% and is evaluating project with 12% as the
cost of capital.
1. Payback period
2. Net present value
3. Profitability index
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.



Que-2

Que-2

Que-3

Lucky Bike 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:
1. To produce on limited basis, in this 2. To produce of full capacity basis, in this
(a) The contribution per bike will be Rs.1,000 and | (a) The contribution per bike will be 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 @ Rs.40,000, the production should be on minimum basis or should do the
production on full capacity basis to gain expected profit in maximum. Decide it.

OR
Yashvi Co. Ltd. Wants to select any one project from two mutually investment proposals-project-A and project
B. For this purpose, the company uses certainty equivalent approach. The investment is of Rs.5,00,000 for both
projects. The risk-free borrowing rate is 10%, from the following particulars, advise that which project should
be selected.

Project-A Project-B
At the end of year CashflowRs. | C.E. | CashflowRs. | C.E.
1 3,03,000 0.8 2,00,000 0.9
2 3,50,000 0.7 3,50,000 0.8
3 3,00,000 0.6 2,50,000 0.7
4 2,50,000 0.5 3,00,000 0.5
Present value of Re.1 at the of 10% is as below.
Year 1 2 3 4

Present value 0.909 0.826 0.751 0.683

Smit Company Ltd. Wants to enter the new market due to heavy demand of its product. The company has two
alternatives (1) install new machinery of Rs.6,00,000 and increase the production capacity. (2) Two allow
overtime and pay overtime wage of Rs.3,00,000.

The probability to accept the proposal to increase production capacity by the share-holders is 0.70. the
market survey of market researcher show that the probability for maximum sale, normal sale minimum sale
and failure are 0.40, 0.30, 0.20 and 0.10 respectively. The corresponding net profit-loss values are
Rs.15,000,000; Rs.12,00,000; Rs.6,00,000 and Rs.10,00,000 (LosS).

Draw the decision-three and determine which of the alternatives should be selected and find out EMV also.

OR
Explain detail of PERT method.
What is Social Cost Benefit Analysis? Explain the process of social cost-benefit analysis.
OR
Write short notes.
1. Social Audit.
2. The scope of social responsibility accounting.
3. The strategic triangle.
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