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Question — 34
The Easygoing Compapfj Limited is considering a new project with
initial investme o a product “Survival”. It is estimated that IRR

of the project is @ having an estimated life of 5 years. - 0.

Other information available are:

Profit Volume Ratio (P/ V) is 70%,

Vanable cost X 60/ - per unit
Annual Cash Flow X 57,500/ - F C - , h 1 c
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Ignore Depreciation on initial investment and impact of taxation. w = A CO - 10 O
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esent Value of the Project

1) Annual Fixed Cost

-—’
(iv) Estimated annuaiiiyi of sales 6‘0

(v) Break Even Unit . -
. . * D (e = 3 0 /)
Cumulative Discounting Factor for 5 years
e —— /
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Question — 35

year at a selling price of ¥ 30.00 per unit. It is expected that the

variable costs to be ¥ 16.50 per unit and fixed costs to be %

You are required to measure the sensitivity of the project’s net 13_ gﬁ x qg lm - 3G° S'm - goob \ U D
present value to a change in the following project variables: i

Unnat Ltd. is considering investing ¥ 50,00,000 in a new machine. @ C &A’abon N P\}

The expected life of machine 1s five years and has no scrap value.

10,00,000 per year. The cost of capital of Unnat Ltd. i1s 12% and

fa) sale price; 3 1 l 28 56-0

It is expected that 2,00,000 units will be produced and sold each

(3169 (2000w x3.609)  (Iomoh x3445) - Gomew
acceptable level of risk is 20%.
(b) sales volume; \

(c) wvanable cost;

(d) On further investigation it is found that there is a significant
chance that the expected sales volume of 2,00,000 units per
year will not be achieved. The sales manager of Unnat Ltd.
suggests that sales wvolumes could depend on expected

economic states which could be assigned the following 360 m
probabilities: . Sbo-om -I' g

Econom in Units
Poor 1,75,000 0.30
Normal 2,00,000 0.60

Good 2,25,000 0.10 Oy - '

¢ .
Calculate expected net present value of the project and give your p ﬂS‘ ’ ,n &I’ l M (P 3 _go__x,m

decision whether company should accept the project or not.
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