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ENGLISH VERSION

Instructions:

(1)  The number on the right side shows the full marks of the question.

Q-1 Answer the following question.

(a) The Management of Jehan Ltd., wants to buy a new machine on the

condition that its cost can be recovered in five years.

(12)

(10)

You advise the management whether the machine should be purchased

or not on the basis of the following information.

(1) Cost of the Machine Rs. 2,13,500

(2) Annual sales revenue generated by the new machine Rs. 2,56,200

(3) Variable cost: 50% of sales

(4) Annual fixed costs other than depreciation Rs. 10,675

(5) The life of the machine is 10 years. Depreciation is provided on the

straight-line method.

(6) Tax rate is 50% of the profit.
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(b) Find the missing detail from the information below.

Particular A B
Unit selling price ? 50
Variable expenses (percentage of selling price) 60 ?
Sales units 23,000 9,200
Contribution 46,000 1,84,000
Fixed costs 27,600 ?
Profit or loss ? 46,000
Q.2 N. M. Ltd. manufactures and sells a single product X whose selling (14)

price is Rs. 85 per unit and the variable cost is Rs. 34 per unit.

(1) Ifthe Fixed Costs for this year are Rs. 10,20,000 and the annual sales
are at 60% margin of safety, calculate the rate of net return on sales,

assuming an income tax level of 40%

(i) For the next year, it is proposed to add another product line Y whose selling
price would be Rs. 106.25 per unit and the variable cost Rs. 21.25 per unit.
The total fixed costs are estimated at Rs. 14,16,525. The sales mix of X : Y
would be 7 : 3. At what level of sales next year would break even sales?

Give separately for both X and Y the break-even sales in rupee and quantities.
OR

Q.2 Diya Company Ltd manufactures a product. For the current year, (14)
the company expects to sell 32,500 units involving a loss of Rs. 16,25,000.
Only 75% of the plant's normal capacity is being utilized during the current
year. The fixed costs for the year amount to Rs. 78,00,000 and variable costs

amount to 75% of the sales value, you are required to:
(1) Calculate the break-even point.

(2) Calculate the amount of profit or loss, if the company operates at 90% of its
normal capacity.

(3) Calculate the margin of safety at a profit of Rs. 26,00,000.
(4) Calculate the revised break-even point, if there is a reduction in selling price

by 10%, a reduction in variable costs per unit by 22%, and an increase in
fixed costs by Rs. 11,86,250. All these changes are to be taken together.
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Q.3

(D

2

3)

One project of a Company is doing poorly and is being considered for  (14)
replacement. Three mutually exclusive projects H, M and T have been
proposed. The projects are expected to each require Rs. 28,12,500, have an
estimated life of 5 years, 4 years and 3 years respectively, and have no
salvage value. The company's required rate of return is 12%.

The anticipated profits after taxes + depreciation for the three projects

are as follows:-

year Profits
H M T
Rs. Rs. Rs.

1 5,62,500 11,71,875 9,37,500
2 6,56,250 9,37,500 13,12,500
3 8,43,750 7,50,000 5,62,500
4 11,25,000 5,62,500 -
5 15,93,750 - -

Rank each project applying the methods of payback, the average rate of

return, net present value and profitability index.

What would be the profitability index if the internal rate of return equalled
the return on investment? What is the significance of a profitability index

of less than one?
Recommend the project to be adopted and give reasons.

The present value of Re. 1 at the discount rate of 12% for the first five
years is Rs. 0.893, 0.797, 0.712, 0.636 and 0.567.

OR
The directors of Alpha Limited are contemplating the purchase of a new (14)

machine to replace a machine which has been in operation in the factory
for the last 5 years. Ignoring interest but considering tax at 50% of net
earnings, suggests which of the two alternatives should be preferred using
the average rate of return method. The following are the details:

Particular OLD MACHINE | NEW MACHINE
Purchase price Rs. 2,00,000 Rs. 3,00,000
Estimated life of the machine 10 years 10 years
Machine hours per annum 2,000 2,000

RAN-2108060103044004 | [6] [ Contd.



Units per hour 24 36
Wages per hour 15 26.25
Power per annum 10,000 22,500
Consumables stores per annum 30,000 37,500
All other charges per annum 40,000 45,000
Materials cost per unit 2.50 2.50
Selling price per unit 6.25 6.25

You may assume that the above information regarding sales and cost of

sales will hold good throughout the economic life of each of the machines.

Depreciation has to be charged according to the straight-line method.

Q-4 Write a short note: (any two)

(a) Time value of money

(b) Explain the Future value of money

(¢) Scope of Corporate Social Responsibility

(d) Provision of Company Act 2013 in respect of Corporate

social responsibility
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