Question: 30 @

¥
L & R Limited wishe new virlys-cleaner software.

The cost of the pilot project would be(X2,40,00Q7 Presently,

the chances of the product being . successfully launched on a
_ .
commercial scale are rated a’ In case it does succeed.
. _ Seee———
L&R can invest a sum of X20 lacs to market the product.

———— e
Such an effort can generate perpetually, an annual net after

tax cash income of 24 lacs. Even if the commercial launch
fails, they can make an investment of a smaller amount of
X12 lacs with the hope of gaining perpetually a sum of X1 lac.

Evaluate the proposal, adopting decision tree approach. The
discount rate 1s 10%.
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