Question: a5 ( TYK I8)

Shashi Co. Ltd has projected the following cash flows from a

project under evaluation:

e

Z (in (72)
lakhs)

The above cash flows have been made at expected prices after

recognizing inflation. The firm’s cost of capit O The

expected annual rate of inflation is 5% . Show how the viability of

the project is to be evaluated.] PVF at 10% for 1-3 years are
0.909, 0.826 and O. 751
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Question: 46

KLM Ltd. requires X 15,00,000 for a new project.

Useful life of project is 3 years.
Salvage value - NIL. Depreciation 1s X 5,00,000 p.a.

Given below are projected revenues and costs (excluding

depreciation) ignoring inflation:

=Sl A

Revenues in 10,00,000 13,000,000 14,000,000
o4 5,00,000 6,00,000 6,550,000

Costs in %

Applicable tax rate is 35%. Assume cost of capital to be 14%

(after tax). The inflation rates for revenues and costs are as

under: .
L]
1 9 10
2 8 9
3 6 7

PVF at 14%, for 3 years =0.877, 0.769 and 0.675
Show amount to the nearest rupee in calculations.

You are required to calculate net present value of the project.
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Question: 44 (SM)
Determinf the project with the following information: Cj].’@)«'ajﬂ” CPAT R D Q
Initi

nitial Outlay of proje
Annual revenues (Withou fla )
An 1 excluding dep

Useful life
Salvage value

Tax Rate




Question: 48
XYZ Ltd. requirds X 8,00,00Q0/10r an unit. Useful life of project @

years. Salvage value - Nil. Depreciation Charge X 2,000,000 p.a.

—— ——

Expected revenues & costs (excluding depreciation) ignoring
 ——————— el

inflation. P_
AT C
EERT e s e

Revenues < 6,00,000 <X 7,00,000 < 8,00,000 x 8,00,000
Costs X 3,00,000 4,000,000 4,000,000 % 4,00,000

Tax Rate 60%|cost of capital 10% (including inflation premium).

Calculate NPV of the project if inflation rates for revenues &

costs are as follows:

1

10% 12%
2 9% 10%
3 8% 9%
4 7% 8%



