647510 MCM3AmaE301A Seat No :
M.Com Semester - 3 (CBCS) Examination
OCT/NOV-2025 (AS PER SYLLABUS YEAR JUNE-2019)
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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Dipak Limited has two capital investment proposal which require capital investment worth Rs.
10000. The expected period of life is of 5 years. Rate of return on investment is 10%. Rate of
tax is 50%. Depreciation is charged as per straight line method. Following is the information of

cash flow incurred from both the project.

Year Project A | Project B
1 4000 6000
2 4000 3000
3 4000 2000
4 4000 5000
5 4000 5000
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Que.1

Que.2(A)

Que.2(B)

Que.2(A)

Evaluate both the project at following way:
1. Pay-back Period
2. Accounting Rate of Return

3. Net present Value
4. Profitability Index

Discount factor of Rs. 1 at 10%: .909, .826, .751, .683, .621

OR

A company is considering two mutually exclusive proposals A and B.

Proposal A will require the initial cost of 160000 with a salvage value of Rs. 10000
and will also require an increase in the level of inventories and receivables of 90000 over its
life. The project will generate additional sales of Rs 200000 and will require cash expenses of

Rs 70000 in each year of its life. It will be depreciated as per straight line method.

Proposal B will require an initial capital of Rs. 270000 with a salvage value of Rs.
20000 and will be depreciated on straight line basis. The expected earnings before depreciation

and taxes during its life are:

The company has to pay corporate income tax at the rate of 50% and is evaluating

First year
Second year
Third year
Fourth Year
Fifth Year

projects with 12% as the cost of capital.
1. Which of the project is acceptable under the present value method?

2. Will it make any difference to the above decision if profitability index is employed?
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

11000

0

130000

90000

110000
150000

Calculate the coefficient of variation of Project A and Project B based on the following (10)

information:
Possible Project A Project B
Event | Cash Flow (Rs.) | Probability | Cash Flow (Rs.) | Probability

A 10000 0.10 26000 0.10
B 12000 0.20 22000 0.15
C 14000 0.40 18000 0.50
D 16000 0.20 14000 0.15
E 18000 0.10 10000 0.10

Following is the information of a project. Probabilities for net cash flows for 3 years of a

project are as follows:

Year 1 Year 2 Year 3
Cash flow | Probability | Cash Flow | Probability | Cash flow | Probability
(Rs.) (Rs.) (Rs.)
2000 0.1 2000 0.2 2000 0.3
4000 0.2 4000 0.3 4000 0.4
6000 0.3 6000 0.4 6000 0.2
8000 0.4 8000 0.1 8000 0.1

Calculate the expected net present value of the project using 10% discount rate if the

initial investment of the project is Rs. 10000.

A company is considering a project in which investment in fixed assets would be Rs. 50 Lakhs
and investment in current assets would be Rs. 20 lakhs. its useful life is estimated at 5 years
during which returns would be earned at equal rate and at the end of which the scrap value will

OR

be Rs .5 lakh. The estimates of its income before depreciation and taxes will be as under:

Actual Income (In lakhs) Rs. Probability
5 0.1
10 0.2
20 0.5
30 0.1
40 0.1
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Que.2(B)

Que.3

Que.3

Que 4

Que.4

Tax rate is 50%. The minimum rate of return is 12%. From the table it is found that the

present value of Rs. 1 for 10 years at 12% rate of discount would be Rs. 5.670 and its present
value at the end of 10™ year would be 0.322. would you recommend this proposal?
A company is considering a proposal to buy one machine out of the two. An investment of Rs.
50000 is required in each machine and useful life of each machine is estimated at 4 years. the
vendors of these machines have given a guarantee to purchase these machines at Rs. 5000 each
at the end of their useful life. The company uses certainty equivalent coefficient to evaluate the
risky projects. The risk adjusted rate of discount is 16% while the risk less discount rate is
10%.

Year | Machine A Machine B

Cash flow CE Cash Flow | CE
1 30000 0.8 18000 0.9
2 30000 0.7 36000 0.8
3 30000 0.6 24000 0.7
4 30000 0.5 32000 0.4

Which machine should be purchased?
A vendor sold magazine. Following is the assumptions for probability of particular magazine.
Demand of magazine | 1 2 3 4
Probability 040 ]0.30 [0.20 |0.10
Magazine is sold at Rs. 7. Cost price of which is Rs. 6. If the magazine remains unsold
then he can return it at Rs. 5. How many magazines he has to purchase to earn maximum
profit.

OR
Anshuman is a bank manager. he has two options. He is confused in taking decision. Give him
advice to choose an adequate option.
Option 1: To grant a loan worth Rs. 15000 at an annual rate of 15% to a company.
Option 2: To invest in a security return 9% interest (annually) on Rs. 15000.
The past records indicate that out of the total customers who seek loan from the bank
only 8% does not repay the loan.
What is social cost benefit analysis? Explain the process of social cost benefit analysis.
OR
Describe the concept of social responsibility accounting in detail.
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