


30 CW

owhsed



&w\__@ Puojedt A
Tariel Tewesveeent = T\ Sge00

-

CFﬁT Cuvvrarvalabiod Gy

— i

SHoo 5000

m...ld“‘fj*‘“”ﬂl'"‘

pe,P 5+CM RO METS
(T SLE:M xﬁmﬂwﬂ

Deukim?

Projedt 8
Tawal Toeibment= &\,5q000

Commulaho CFAT
L‘q ood
a‘-":'ﬂmf

Gz 2w

PEP &+ (15000-%9009) 4 1M
) RoL00

i T8 S

osccrfenm &6 Mﬁnm\

ad i+ -had
a_LC;mPcﬁﬂcﬂTD




Tude
| &Rﬁ Aetege PAT 56,000+ Ygeoo+1 85500
ﬁwﬁﬂf Tnvesment th..?bwd’hfpwﬂ
5
fpﬁm’c@ﬂﬁ?
Jq,w

mye:ﬂ?wmf ==

o _JR000 ,1o0 = 1703
IYooo



& o 3 2- 3

@.Cﬂﬁm) & 30p00 hﬁqoco %n

Aith® Avehae PAT=  Sopo-8000 -y 8000 = Hpoo

{26%)

:M = |
M . Toihal Tovestment 300,000 *
D ARR = MatagePAT_ -~ &ooo =( Yy.03Y
WO - e - e ()
2

D a0 Gl o o 4oy

AR, = _PATh = S900Q¢iko = Xér6FX

ARy = PATEA®. X e 3478;
= e = _Speopie= 348X
a Y X AUT R 3000

ARR; = PAT - o= 5oy
éop00

%Mﬁ&ﬁ )




Aith(® (olelote Avelofe of all ARR.

ARR= ARA, + ARR, +ARR2 — K643 434F8+5D
3 3
ARR = 3"!’"5;‘

e
o€
e e Jas ™™ %

BRR, = oo - So'l8x
!comﬂhfa
pr

ARRy =_&oooo | — {l-02%
()
ARR; = —&opoo—_ = 6y
- B
S$ep@ N (aretalt® skuesgecd ARRs
ARR = 3o-ng:<+§ o 2% +64y ~(45-065]




yeare | PV jauese | Ami pv
4]  igs
D 4 l,ogeoo | (1 cteco)
CAT | 4 909 59800 Y5995
2 0826 8000 | 6be&o
3 0-35 19000 | || R65
NV x 334v




L 2 3 Y4 5
dat® I |

MAChha. Bov olD)

RSor  ()opD) (R500) 3§ptgp
calh :
?rmu=5a.ow uni by
Salos—Bgo00 ¥ 3 = | B000

-‘B\Wdﬁ;hipoxl’-??* .
CbepElm = =} G000
= —gdlooo

Paseticfases R2— Y3 | Eg .

SaeA (Sgoco | 4Spoo | |50 | |SHo0o

— Wret Gt -&?ﬂv £w | —€Wo | -0 | —8I80

—o Ml FC | -Qpro | ~Jioo|— dboo | —alwo | ~giwo

—Adtosuemd | —iopp0 | —) 000 % * X

EBTxD | 3l3co | 4650 UiSco| \Yjso | Y Seo

*-‘l_::-;eﬁ ~19000 | 00 | — o0 | ~ 19000 | -i1GOOO

PBT jQGv0 | SO | 2280 2 280 228

— Ty Soy | €250 | 316 | -1k “\2g | —) |28

PAT 6280 | 3¥sc| (1280 l12%¢c 1128

g B 19000 | 4 (G |¥\Go® | A \Goo | <\ G0

C'_F-ER"T 45250 | QMo 0280 3028 | 30280




8D coner =5

e NPV
udosd | go | PV deap- | PV
outfiwo, o
et 4 | teacoo | (Joovoo)
4. 0909 RA{000 ? 325)
Md CFAT | A | oY | RH280 (A 954
Q2 | 0826 | 9RF80 | (18802
3 | oWl o2& | X723
U | 0683 | 30280 |0B6)
Srop Vol 5 |0621 | 3028 | 873
5 | orédi Bp!m | 628
NPV
S 8(0) Tguewrg Tax
SUNPY
| | Rl
_OLIM. jex
3 o | 2 f,ca000 oovoe)
1 e%r | 50 | @RI
Armuat CFAT A o-90% 3) 52O £3634
2 | 086 | @6sco | R 8EQ
3 | o¥y | yiswo | 3163
4 0683 | Yyigeo | RB3uS
S o062 (1S90 | 945372
Scrnpvoli 5 o064 | 30000 | €630
NPV 3,32




Sg o0 B0
fa000
; . {1+
: ;zg—f ‘;} Ho&15
T =
7
p(?*fi'«gi h;:iy
2Pg000

o

et
nzl
Vol = K5 139E
?

L 2

In.
Iyt
el LpoeiRcyy
- m
lpler
£ 3
(HMERY)

/, 36000

= A135EF
-L—L_—
@

C—rﬁf.rﬂﬁ)’ =

may:(gfm ?) .
Ao, MIAR=F- Y8



ERATALD = 55000
— epaudim=_— 50,000 Rorvizsy)
PeT = 3,0000
“— lax 50 — h5g 000
piq-T — tﬂﬁblm
'—*%m@w —+ X,50,000
CFA T — b | £0,00D
Yead | CFAT w p Caommdatiat. PV
4 Yeaeoo | ©fct | 3463 boo 363600

P Yopoo | 0°§26 | 330 MOD 4aY, 000
3 Ucopoo| 0351 | 3,0q\00 | 9,9Y,\og,,
Y Ucopos 0683 ﬂ?}ﬁdw

Dhstounted PBP = 3ycass + (logoooo ~9,84Me0 ) |
213300

= 30 fasa (appox)




109 Projes
Dot Towesreent = T Sge00

-

CFﬁT Cuvvrarvalabiod Gy

— i

SHoo 5000

m...ld“‘fj*‘“”ﬂl'"‘

pe,P 5+CM RO METS
(T SLE:M xﬁmﬂwﬂ

Deukim?

Projedt 8
Tawal Toeibment= &\,5q000

Commulaho CFAT
L‘q ood
a‘-":'ﬂmf

Gz 2w

PEP &+ (15000-%9009) 4 1M
) RoL00

i T8 S

osccrfenm &6 Mﬁnm\

ad i+ -had
a_LC;mPcﬁﬂcﬂTD




GOARR
delle wop(y
T o A 2 3 = 3

| | | |
Q?.fqul'ﬂ) “ooo oD seco  (gooo |qLo

Ygooo S

humggPﬁTz W*\-'Sqnoo;wiwm — lig,000

AuetaR PAT = IRpoo
Aoerage Giyrsovplgged =(Inmol Swatwest f‘"&mmwu)
b -

= 65@00-1-%@9 (Y450}
2

AR = oempe PAT - X80 vieo £18)%)
A (€ (45000

R el eqch&na};*:(é?fo;oo-’qu)

= {o00



SAED T PBP et~ ke

Yoase | PATY + Dep= CFRY G et FAS

4. | Ugoeo + Y200 ~ LZevO SZECO

§ 3q0t0 tY2er0 = gzouo al;‘“”;
ﬂqm +YzZow — E2c10 o0

S~ | lgpoo tUzeo = S205]q doo

|

PAP= 2 + QM“-'.:?MOOC’ il

9&000
PBP = (3.65y%a)

Stetreveentef NPV
mmm%%—?ﬁm:—ﬂ;
miﬁﬁw 4 | o
CYAT j_ 0909 &% o)

=2 | 08L6 | Flovo

=3 0S| | G 2000

Y | G6er | Soove
vl | " | 002) | Yoo

NPV _:..




&jﬁ« Madiie A wp® P

e | T - Dep=RAT 00000 — o :@
.|

®Mooe0 - opoo - (60000 5

4
a &Aoo = oo - Moaoo
: Egso Awnge PAT= —\eooot %ﬁugromu
k|
5 | |6oooo ~ Eoeo = Epoo0 = EYyoo©

Taihd Twastment™=  (eo000
Mtgi TeweSmRat—= + O) = Smpoo
L

ARR > SuetepePAT .= 6400 xiw= |6y
Toial Tauntment {4 coo00

- AT = <400 _+i0 = 3%
Towesteervit K PEdD

Notes Guopni aaﬁwutm burtszjys-ca’mpﬂth:ﬁm
MMA l‘t_b& ICF’ﬂTl

4C




ofelo

ARR = dyctege PAT
Tinitict TinweSiment @3¢ Aetage, st
Poject & | woinial Invesieg = Elopoo
CRAT (dnnuat) = |
_— N qom
ToRh = (Js.&_g) = loy000
PAT = o
ARR = P. " "
s g B oo o) 4
@ ==
CFA v HZ:- '4;
—2ep (lngg;ﬂ) —~ 8000 —8000
PAT <50 R §20
ARR = T = Siow 2500




S8l rdewest  fn NPV
Pactiadiost | St | By Jactese DO | Ameunt | PV
outiiod |
ToinatToeiwed O 4- 386000 | Arbeeo
Plo (® | 306000
T M S—
CFAT 4 | U0 0+409 qeed | 9o9eo
a - p.886 \3qec0 | loF3%0
3 = 05| \sooeo | | IR 650
9 = 0+ 683 jooeoe | 633co
PUI® | 37,830
| .
NP = puez - oo = (332301
Pr = vz - 23392% - [L.&
Pvio 3v6000



A 2L Statement-cf NPV
Proctiadess | Ye pvu;fam st pv

_ouff{od
G

Madasig G R 0000
v {oud
gr—ﬂT 1-10| 64145 | 35000 | RiJoFs”

Sivup/atinr lo |0386 o o
PUCI.@ PR %

NPV = PUecPve=X |§0F8

PT = prexr - d1oeys _-.

PVeo X, egoco

& pdueie > el e
jimmyw Lirre &@my s
m

ﬂdg?

4 1o [0y

wr Neve r a ___ﬁ}aaﬂ

—De, = —

£ () — S
P87 S 000
— Tax 30/ —/$000
PAT 15000
-+ b —+R 000 _,

i C AT = ﬁﬂpﬁ'




Tl
o

] Soc0

(GQsgde >




Project-# Pigecr 8 | PrgetC ﬁ%@
ol O {q000) (lopo) Bsw) (2000)
L Geor d50 | 500 ©
X alooo 2500 25¢0 o
3 Kooq,. Sopo,. Sco 3000,
4  /Rooo Fsco Stoo boo0
£8P Bfferd Bford | 1&g | 3ywa
i Ltndlated Ry bage et
Q e a Snly Sefect W% cnith
Have PP g/ THay ot 2fuel ® W

> delectfagectc” as ol s fat PBPE Syu

Lotectect.

\@;cfwm{wzf Apitrar Aotwcl =
n el phgedd apte



@) A A c. D

- A’ywm’ f@mar s M:{M A towaiteed 4/ Sy,
&) 3 atondaedtfiytbas fuuscl /2 Syenta

- ofelect-Ayedt-C ad 17-faf DHGumt P &3
el OInA forgiocks Shoctd fe ,ecyka-’?:d-

() Gl NP D fuo-



dpl<9 Sratermeat of NPV

“rs a; appat| O | Z Tyooo | (Yoo
Inffpr
ST / ﬂ-?ﬁ'ﬁ'? Fo 0 OO 63063
R |o:&té | legooo | 81|60
3 ©. 2312 | 3go0o qa":b..ﬁ—é
1 |0#587| Jgooo | 59283
5 |085935 | (4SO | Béo5 IS
S Weloe S5 |05335 | Hszo | 326425
RehafeoC | & | 05935 | YgooD | 3940
NPV | A3672
MLL {

PQT#(_D Foeoo §, 2000 ) 000 ) 6o {
—7hx — o o —Yp>  Rfpw oD
—-De—

CFAT -

b.oc0 ALO



ol 26 Siatreat S MNPV

frttdes | yn | ot~ | A7 1% At1§”
_zﬁw ol | Py factet | A
Twvesiment | © | Ypo | (“w) g @ﬂ?)
CFAT /| /RO | aﬁ:ﬂ o6& | 0-&6 j03:2
&| 12 o8 | 896 o3y | 8288
3| ysfo  OM | o409 064 ZS’ G2y
Y| jio48 | 0:6Y 30909 0°55 |6o: 76y
51569% 057 | &avy 0¥ | 5326
Sntpuntiee | §\ O | .87 o | 918 o
ANV w =386
poluta: AUGPISal o4 17 fgunttd
pssiie NPV .
TAR = 182 + 386> {81%) ‘:
380> -(-3%)
won ) farhiadd /I 2| 3 |4 g
£BTAD /o | (6o | /o | jgo0 | 19D
— 956 —&0 | —6Y |-512 |-ya96 =163
£BT So | 96 |1R8E | 1380y (349
—Tax ooy | 4o | —YE |—4yy Lg35%> |4+6T2
AT o | & | 60y 932 |(5:72)
- Dh So Y| 2| 409 | +638%
CFAT /o 12 | }196p| (fo¥E | 15672




(D

Gt~

o Dﬁé ;$‘F ——%;:;
~ m}) I.-" = = Fe¥0 L
e g
— VT = P56 L

dig " sies

- Hof &/
a-;é-w( Y) —o-
o+ 9 6 Wm‘f’dg

oDV —
2 = J63: Y
wh o [53a T s
@m: O

uhf”"’




def2x
oM

—

2 ,3 Y

-

)
Ygotd Yoo® UYopow Yoo
pvo - D
4t2pD A+ TRR=1§%, NPv =20

| Yoo Wﬁ@ﬂmﬁ‘ PV

ol -

mcjiif‘i’nnjw s o I 2t Qv

Tinf 0
CFAT 4-Y4 | t&55] Yoo | 1)Y2e0

NPV = D

|
£ GO FIY2e0 — o




dPE  Nowo caratee. NOV &bz (G o),
Sop thd P = 2064

Paretrcenfar $C Pﬁu«t_ o | PV
o utflor) o 20 | (1, 142e0)
N TNY |l
CFAT 1N 224 | Ugoo | Ygeooa
_pucx
PIT = pPvcx
FAVIE
o by = a
b, 1y, 200

Lbobuy (\42eo — &
Yo,000

3038 = &c! [&g%*'gj
Tz Grodittion ST (oL =g CantingTTR= 12,
A
MEEE o a_ I\, 200 (|, (4 200)

g |
CFAT |4y | 3o3g gaﬁﬂ._m_
NPV

1320




pPar = Zoihelordnd ~ Ffly2e0 . A &S Years.
ﬂé‘]dm&zfz%ﬂ ) quo o PBP

ol 28
rﬂ-ﬂ'fnwvtﬁt' 615000~ 6= |of S5¢co
| - 2> 3 % =3 &
G259 (s (19 W1y (oro) (o350
27,
Postistars | Yo | Nt et | Py

fuliv St |[4-6 | L1 | oSO | YR)379S

Puco (when fad fv) Twyatwed)d Y21, 3313 °S
PVco  (when P‘ut( M one Sht)D XSe0000

Adwee 2 MAWW /ridtelln €iit AN Ledmde
/T eetltl (K328 belS Fhaw W

N é?/m?



dgdd

p——

(t®)

B Y

(Got) (150 CisoL) QiseL) (i150L)

R
L= ((05) +165

ant ‘0’ Petvod we =(éol
icf Epmfﬁ imﬂm -F\uv:-)@ WOC Ko 1651

Hai, Yerwi frome_ Jaruer
EEE Ki o arvange  Katowi s -
f’m&“ﬂé ﬂ‘{mki&&v{ﬁk# Mﬁ:@%ﬁ'
et 0 C Yool 2 po €rd ond Yorid Ke end

S @iy Kehn/ ;@97'.

wp e i Poan 3 o9
% A5 R 255 2o
/g0 196" K35 3eo

—-7 M

.f



SetreeRa Y Y NPV (Eindaftrd)
|
?Mmﬂwtb Y B | et | v
o ﬁ— 600 @On)
Eﬂmﬁ% % o | 4 9o qo)
O 4 6o (69
pvce®
CFAT a4 | ot Y692 bii-ug&
R 0¥V | {i6Y | iR
3 06| y53-6 305326
i |959%| I8 3 | RR6-6>
Sate a/m:iuji =4 ,nrgl iy & '&‘&2
ol Ll oy “H |o57> !éﬁ @ gi.ﬁ
| VT 130248
IO @‘@
2/ (B
faeetycecfetd ¥4 ya2—  yr3 Palk
caudip in Resgaol 9o 150 /30 /3¢
Q&Z{ 966 966 /Ry /85y
— Mafeeyzf s - q0 ~I 2o - 2485 | KR53
~ coafed (g‘rﬂ, o | (4 (f?a ;ﬂ{ -a55 - e
— omatepp -/30 | —I38 62—~ | —Ro
—faltwuo i - 0 —90 —o — %0
(@dionsy)




""'D y
Yy @ e | T
_; épgm - 50| —IY —& | 63
r > _lg}: Y32 ARE 456
fang 3¢ 1296 —IS8Y | —/36'8
£ %ﬂﬂh + /50 +4Y -+
T 169 2- /6 4 VB‘?K }ii
# MM&W atee
nfed ( norZitkdant)
/e arct o/t Y Trlithan & /% 7veated -



fetpelrd |y ratlue A AMacture 8
D g — | Py %
Benchate M o| & | Sxeoo 5 oe0 | 4 gocd
-W o 4 | (e éw Logo gw
LAt #r e o | A LegoO | Jagoo® ‘ﬁg &
ﬂa@_aﬁ:ﬁ{ o| 4 x X o)
PV @ | 5,00 PVO@ | 5800
ferak

WCﬁiT ! 0dF| |wgeeD Efm A, 6000

2 |06 | (oo |/jp? | iqooO

3 | 066 /, &y 6000 Zggﬁ'v | J, 8000

y osSy 0000 || 1Y 00P 43?000

5 | o040 | l3gooo éig 4 00C,

Sevp Salt | 57| 040 j/m _EGP

| CFg) Pvelp

NWVEG € yigm

Kexrrfmfz Quidpion & Hw:



dhic Md? afdaﬁ“f*e

/\

mmm A __g«_ﬁ

Coat- 5L | S L
el fkbichre (3L .a@aeymﬁ £29)
ollutines  usev- | odanine P sl @

+magw?7;w d,qooo | NPTl Buy | Saoed.



wg@ Lo N ©
s _/
2 1 2 2 =3
i | i
R |
ot (6L) o
10 (fooono) Qgooo
PBTLD Ao 000 oo & loeco |%o000 éq000
Ebi\) ~|,2qe00 —|2qe00 —1,24,800 —1,2q000 ~\,26,000
B:f |, 20,000 I 35000 Gopoo £go00 Mo 000
~TR¥E  —N2oo0 -5 280 - Ns5e0 —&loo0 ~\Wood
PAT T &000 loro Yo 5 @520 3%op0 6000
+efp o0 ~},20000 +|, 20,000 “+,2q000 ~ |,24000
CFAT  (98wo K& |®F0  5%w (16000
cidemexit NPV ;
cudfin®
Halie | O i 4. 6, 00000
whiag Topsid o 1 Egooo | gopve 4 ggoeo
._ _PV(od) | 6fooe0 PUo®| 62100
AT a 03029 | |9%000 | 1736394 | 08696 | L,FREN
2 eI | Ragie | (BT | 056 166%9
3 o-ME 9850 | 131056 o515 1T 36y
| G it | Sow | e
* L u L
v 5 0+ 56U %ﬂ?ﬂ EEE:HH“* m::o'-u. Egj:fé
13F




Inihiaf

W G|
A (16294 13639y Diglouvtzcl PP =
-] I ¥598 2 36 \yosy (€Ropoo~ 58081) , 1
3 | Q3056 439832 Jiie IRE 23R o
__g lolo4s 5‘&93??—, _
82240 21 Y
82y, A8 | Foqley 432 Yeata |
@ Setoment S PBP Taitied Tl 629000
Ugwg CFAT Cwvraloht  CFAT
4 (48000 198000 pPeP=
& | &oXo Yi830 3y (&80000 - 559259
W 138 5¢c0 59350 [5%000
4 159000 356 50 (3 58pend]
LY 146000
GW‘“ RGP0
@ MNPV = Pycx— Mo
= 309109 - £8voco
(NPV_ = R9109 |
Q@ TR
a7 -
| ¢
p —
K909 Nv=e -~ 0263



TRR= (A% + RAb9 (156120
(R09~Ca0ad

= (&% + K9109 x3x = [ BSR4
19334 '




oot W attmne. Ty Q= Yo
o3 8

\ .

huse (30e00) Muﬁ:zéeon
Revot= “Hopoeo Poo -

— o';wﬁ-ﬂrﬁi‘=~ Fswo o

: mﬂﬂ

-W@r - L 50
g

Sopoo~&od) T 230

PB T 3250
N! ‘\qu SR 3 ol
13950 '
+bep + 92380
CFAT <300
— (smmifiom — | &Aoo
(wetef TRR)

N~ CFAT V| 2e0




nglmnﬂ (13 fﬂﬂ (8qooo) (Eﬁm)

omr  |ag|s;|  ua
\,Reo ?QEE ]

% U USS X | 08463 6000
NPV Cizus?)

PVCo = oo e = 62543

PT_ = PUCT _ 6RSU3 =
PIG  “Sopro

A dsaiy qu—an-h .ﬂuﬁ PlograRNC Maclifwe

Nomh Gommitsion ol Given Mmet=f oy, Zo,

2 Quain Coutd ol ~ b (ompleted  Laitnout
er ute.
“Jaud L2 A olcwed Ty BIR. i Sdudon:



SRS i;‘j
Qe
e . (& Rz — 0
r Cg) Revenwe = UgoeO :
—E&€xp Yo
T Owmighion (3 BJR Bxl  Tf mwim (£ af ot Wy
Mﬁ 2. thoao
Saly =  Yopoo - epp - 3520
—RQpp = — sOTO ol - —q2g8o
— Gmalgm = = 000 P&‘(s X328
—bp( 8o _€) = - qeso — Y30 69IS
m”( &) PAT (6235
PET 280 —(mtam  —(2000
— Tax 3o —3393¢8 X=.
PAT IS CHAT 3328
—+ pep Q23>
CHAT g
Stectevaeatef NPV
o adasd g | Pkt () G ion €T [1) Tp e S
; C Y A PV | ;ﬂml—-g;
dmldﬂzfﬁm-. 0O A4 | 8gowo | Sgooo | &yoo 000
| pPvio 0 PuCo %@L
CFAT 1-8 | $33Y| /7728 | GI3¢¥S 3328 | FRIRN
rgVone | & |ouer| Soco | Lfp2- | Booo | A0
PUCI | Gyigers|  Frer | TMYSS
WA P 1Yys?s (50325)




Ty Fer PP
&:2 gé Wy f "
Madbune_ M X Magluw2_ My

Tnival, TeiWredi™ Beqoeo | mmitial Tavertmen= |o 000

o CPAT| Commldht GAT | Yam | CRAT | Cummuloio, GRT
4 | yow| <, \W,000 4 | 23eSH | Q385w
& |deoop| W\ Moo? 2 [ Rolben | SYoowo
3| (69000 §FJovo 2 | B,5500 | @555co_.
M| 1 eoy S8 N (QuESED)| o) ovo
s C@ ‘]&BJM | & R315e0
pBP= U+ (aon-35gu) PeP= 3 + (loRosw-85550)
= ‘{.ﬁ&'d 10 PM = Bv ‘=|-
& # d

s 3Mont = 3yt grinirs )



®

Stateresiel NPV

L

Pucticadotd | Youus | P fat Mx My
ST | eame [ py At | PV
Tl Svekd| 0 | 4| (ewoo)| Bemes) | (lo, R w0) (o,290)
(FATY 1 e | Qiyooo | JANSRE | R3ESco | B F96
L b | Qaneoo | 16580 | Bolseo | Q4039
2 ol | \teco | IR3IS | 315 Seo | 3694
Yo e6etd | \qove | |28R5F | QUSSR | 163637
5 ol | |eSowco | 10RYES | 231600 | 143 T6g
6 |om4| |Slove | 85164 | | F9000 | |spass
dorup dale 6 |o-S6M| Roweo | IR0 3q000 | 1690
NPV =| Y& | NPV=| u2092

G Relmenddin > PR Erpinensig K ute ule Muchie

Pelat. N

F madine 1y 5 Ry

v adko
4ot PRPCY Macluive MY " (3 Lwaok.



wal Mx
Botiedetld | yaona 2 3 9 S =R
PADXKT | &feco | LAdgeco | |€qe00| Qeaoeo | \&opeo | | 6gee0
—'beg?' 135009 | —\, 36000 |-\3q000 | |, 358W | —|,3 00D | —|, oD
PRT Vo | o000 | Spew | Tgovo | Syom0 | 3qo00
— Tk 3op| —360V0 | —3q000 | ~39W0 | —&jevo | -15000 | - Govo
PRT gyowo | Pgeoo [3guvo | Nqow | 3gove | & 0vo
+D€b 1y 3qud0 'H -?wro 1, 3o0w0| 4}, 3g0vo| A1, 3g0vo |+ Joee0
&, 14,000 65000 | 139009 | | 65 0ve | 1,5),0v0
W@gﬂﬂi&? \gq 00D
T R S Y 3 " s |e
PBDRT | R3gee0 | 3 bqov0 | 380G0 [ RRoewe | &boooo | (BSowD
—Dep 160 | \6Kom0 [~ (650 [~ |tSuvo | -1§S000 | ~\650eD
P loSovo| 440w | RiGeve | (ifove | qHveo | BSOSO
—ToX 3oy| -3150 |- 5880 |- g4Se0 |- 34500 | —RQEeO | = fove
PAT  [73500 | ,34,5¢0 |1595¢0 | 80,5c0 | 66,50 | 14,000
A b (Ao [\ 65000 |4(65ovo ], 650w | +16350vo | -+ |6S0vD
_CFAT [R385co | 301500 | 3185500 | Rus6e0 | {31500 | 139 0vD

op=(‘nfacme-Broeo) = 16500
&



@ @dinpie byt

CRAT | Cammulabivg CFAT

&m*ruf N PV

P faetc

u j 2t

PV.

;thu

g.&‘l?)
U SE
0+l
0636

Pesciod.

LW%PE

650 | 6500
3000 | §500.
3000 | \Q500

PBP=&HM+ (loo0-G500)x |
3000

(lopco)

584-3

of39(

Q136
636

21255
21345
A49a
2236

NNV

G615

NPV

633

PBP = Rel6 Yo
® X
NPV T461°5
@) TRR = PUIIL = 07675
< lgooo

= )097

@ outflo = o 0c0 -
3500 e

Y
3633

, Tlpéad.

7

« lgooco
/e 06.3



@z Peselts are indifencn?; we Shoued
ect amme /%;Mﬁ Lfre Jéﬁ?/ecf"LV

@ Iy Pgeus aree. mutu exudive, 1ren
%e @n MMMJ% &f e pufects

s oe  Sanetd Select- @ceczx as

/1 -Heed Wﬂ#fm



mattuve @

Maduve ©
Lon oSt 2/gycq 000 &I agooo
vop=daceo 2) = gaeqoeo aﬁm&?:ﬂ@m
J‘M ¢
PRTAD X3 Y5000 | PBTXD X {Ijeoo
B‘? — XAGood | _ b -~ XA, 5¢,000
78 Y 900 Ys XHoJoo
- 43 5e0 —:mn Jor — | qe0
P%T Jo{5w0 43, -‘-‘w
“AT Solge0 T 3m
pa s
_5,1 _dtetenentt—f APV
Yeeticadatud |yeq W‘éﬁ Mmadaive T Mathie II
v ﬁ_ _ Avoust PV m-ﬂ-lt p‘v"-)
outfno | O (geoeeo (laegocd)| | 19/ cqpe0
CFAT A-5 |3:609 | 3oiSco (168630 & e
A-6 | Y-l 373se0 | )4, (3671
NPV £63:8 | NAV )
+ Gomwmudahive Wjadex |5 3605 e J11
Equivalind Ymual NI RYlo§ #6258

2elrtim 3 defe - MNadiie- I, L (i€ /?“
procilel Aippen Egecietodt rmnel 44y,



Sotad con®d

Y
Tnlowa
a%!&dwa?-\mm GQoo00 \2ope0
R IR S R
_ | — FHwoo — \ooo
— TocSdeud-Aodeinl — goo0 ~ Seoo
— dupaation — I8 800 — 16,000
=l o
btb (L?-_é :Faqm ‘( éﬂﬂ?mzp) — K{aaﬂ@
PR T 45000 s
—Tax. Boy — (3,500 _ 8o
iys 3300 4Q oo
== 6,500 88,000.

B ARA. = AUSHPAT gy Sveage BT
TRl Tn0estRr

AN lafe Touetment
f&ti«uuutxz Q_ﬁfﬂ—% SR o f 5.;?;
- @A (&1
—— ( mﬂ s Rgoo0
=



4
Ty | Ay | Py ani—| Ry
outflen O p | 2 | /5geo | gigee) | & Yaom (Y
PVO@E) pSec0 | PYGw | = hoco
Jyﬁ’ﬂ 15| X9l | pp5e0 | K331 4+
4-6 | 4355 oo |38
PUCTB) A3 Y | AVCI @ | 35 Fio
£3,19 (e
-1 B 29/ F Y4335
X/9323 a4, 831
PT — PUCT _, #3314 - /55 Do = MEE
A sgem ik

NVTcky =MV L3143 L 999

(1T lo co488
PVCo 80,000

lppt?



FYo @ NV at- 18y AR
o

LYY 39 i

Aot D £ 3843 I 6
Reng @i fpl NPV Frzjecr- € Ravbcd
g s

’?WM/'@?IRA )%W"G Aege 2
er-D  RavkK 1

“etee 15 e &yﬂ'cf y’ ﬁmWy

&‘;f." Ik aﬁﬁft e
7)) 11y ' @ F @ifh :
AS prey. C gefs %Zﬁmw m tater

’mgfﬁ %W 2y &%M&é{e
(ir) Reehienont— yntp abhimsrn S TAR,
TRR absurncs fhat Satetroeliate b fows
awe /nvpted bag &t ZRR, wcherecad
NPV Aad Theiee fcea Gl REurgdits 70
srehediate @lh Linag atte Sty yededd
a:feyyecr:eﬂ’ of Teite' o Ke).

dofyo De L ion 2
Rloct—Prejer C Cump'thy Al NPV
Betacde  Respvestment e 120 YMU I Thotee

Seer GSHC P TRR, /il eve Py X olblecss !
“Meh Sfed Gty ftrrst g tretiCof APV
C NPV Sofole )t fetfer Latedlen ol Mh@



T
| h j |
(o) 3o 36om 3400
g‘ﬁ’#ﬂ@ mrﬂﬁoa
Rep late Pasdt-
; 2 3 Y
| —
tha@ 3éoo 36000 3600  3booo
a4 Sreep
(39800) 1€o00
g dtatement fh MRV
fretreeclated V‘P Afatst &IW&M R%QM
ot fhuw & st 1— S| P
Putichett ef Maciive. O 4 | /agooo Gw tegoe | ({gere)
aletul@ rachine 4 |09 Hgoov |€l184182) @~ | —
AehteCe Prret~ R | g2y Zodre (A545343)
CFAT 1-3 24869 | Féwo | 895384
2Y |29 36000 | [}y H&-&
Sorepvatee 3 o W13 | XH00 |5
06830 1&000 | IARTY
NAY = | =98147 | o= | 15768
5+t yreclafie€ u!j; % 4867 | +3-16%
- Lt gfmneae -r;?ﬁ,gg .ﬁw g6



Aluia! ﬁ%{f{&’m
o en i Pect-gf
: ; | / o Lfetfes fe lreed

@ .
gf’ JWM ;,m ﬂﬁz&wry & /gooo
Aetwa pact Ahate frtct

et NPV —9E€7Y
7
ja %«Mﬁvi’e oo +iﬂ -
- . [R5 3 Jgéoéif
ﬁ{mgﬁmﬂm et -+ RYeq =249

Gpivadint- et
5038

N = HNoFes
6




__..‘ . 2 2
!

a Sorp

Hw nSafen= | b

e s e Wk
K5wo)  t Ry fouups = 000

1B Bugs= 000

— vt epaadd gy o

gR*s "lﬂ""’f) —\aooo
"‘ﬁ-"@ﬂ:ﬁj — 55,000

B
—

PAT 3lovo
— Ty Yoy —1&QYco
PAT L8 6co

A S —r
T = 3




43 Maiv Relugiony

(h Toivel Cath outfoy = o+ Tyeo0 = A Fmo:

@) cpzateg @infiso fa 210 Sgeru= Fc§6w P
Taminet Gyl Flao = o

@@] Gosuelatoned npy K PI

Tniriag Gt o 38000 o00.)
K | M@h
Aol (FAT | 4~5 (365 6%,6c0 Y3303

Srep vaee | 5 | 0567 o) o
Pz @ KR43363

NP = ACT-PV(o= 69

1= ppez - :
P l;té ,,-,I or 789
U Guuttin sy Aypon R

Toihied Tovestment= FRX000
ﬂhhﬂﬂf ETW C(H'VT) = Té&v

fagboik o= XRFpaw . 3.6 feard.
o

& & 6o -t
:-S!wh +064 /2
=4 W&mﬁg

Cafjbox)




__@i—' &?—Mcffgmq ¢odv=o, .50 o IudiT
Aave dlodectedd /M dmaﬂﬂfv agsetad
Defiriizton

o Toitral Tinellie Cot-= &qooe + St = R %000

. ﬁmnuaf CFAT

e Lelberh = { dgoc0
Mac(ay Goco |+ Arend_
:h Stochiout (Roo0
ff m_ Bilrg Jo00 clnteafisset-= KSeco
oargs L [3300 | —wdVv= O
— (g = 5000
&%) —&Gooo
= mle —ARwo | (4 TarHsmo
*Z}%(G?M ) — Sgooo '}ﬂyﬂ/y — ’Qﬂ’ﬂ
—Bﬁ C%@ — Tax loooo
Cad b 1}y 0 /9000
87T 3 /o0 ’
— T x — /YD
PAT /& 6 oo
+2gh 55,000
CARAT ‘?}fm
e @frugﬁm;f/VﬂV )
e edf{ervo [ 300 196 000
CAAT a5 3-605 | 8&,600 gwsaj)
Scrpdale S |o5EY | I5O0C SSes
NPV I&0&




) Botrat Tovesrvent= XL xove .

« CFAT stnnual
Nates 000 -M
_@@?‘ _?gm oty of ALet = O
— Mukftuenle  — (8000 | — LoD = -~ &gooD
(ophar Us§ = —ogyo00

y — Y bp00
5% (‘?"‘?’;VM’ y Ve on

F8T
= Jar Qo

— 1 Yoo

PAT

34000 LK = J?q.w'}ﬁ‘b}f"@

&/ oo0 lodhSale -~ O

+ g6wo | +Taxduip +&00.

o

gFoo0 | Telonnalvblut =000

Cateeclatinf NPV

outflo-o

o |4 %39000

Aymeal GAT | 1-8 | 3-65| 63000
+Temielbld 5 | 01563 dooo

@9
XY/ 538

1936

NPV

€3729)




FACTIELID

Gloalatten af C_FAT

fotidon, | 4| 2 | 3 Yy | s T |8
WnitSSoA | Jamo | I9@ooe | A60000 | JFopo (Ao | |, Siwo | IS8e0s | (8nece
SP =l2o|
—NC ok
CM-48 | xys | y4& [e4S | P48 | vUS| ¢4€ P4E ¥y &
(ontw ndion| 3456ono | 51,8 o00| |Y,80000) 129,6gc00 | | A fareo| Zi%qero | §GMa000 | 8o, 000
—FC | -ige| -RC | —@| - | —@&|— &L |— & | 8
'—b=p| A Peo| - NEWEe | — AW -mﬂm‘ Jmmﬂ Wi |G e | —RE IS
'—'b%'l.. x » » ~a% 200 | ~7, Moe | A 24500 “amgo00 [~ sFk§ovo
BT |(53159) 8775 874350 403520 Y4280 ¥ Y 2320
..-Thx
RGN 80| A 20\~ 132800 - [ A1 | 1225
_fﬁT Guse0) | SN 6133365 EIRIM 399 | TR | 39S
i
—+ bha
CFAT |/6860 | 34570 8138850 | E35950| 535955 | 310 311305 | 551/ 74>
S cpoiery st
EER %0
om0 wep = (Fgao0 - 0 — Suddy) = R|8YSeo

D, = Qﬁﬁ‘m IE&M) = (R Pew



el Mam Lelutiom

Statemeant of NPV

hw enrt ﬂguag_mnﬁ PV
Puscirose of Plawt O A. ([ ISceyoo0 | )AS,cqgooo
— dublady © | d | —djmoco | —2geg0
u.':&(lﬂua— el o 1 | g agced|
_ o Pvio &
CFRT 4 |0813 | ¥s4oco | 4y FE&E
R |0 | 8y 5O | oIS T
3 |oHr | 6&2250 | Y900/62
q |0636 | 5250 | S54E757
S (00567 | 8535785 | 83970
6 |o0'SoY | 35/ o |RXRPIFYYIY
T | o042 | S5/ Fo | YTISY
8 |0UNM | g5/ MNP |aHKEFY Y
&alnajalnﬁhu{ Madig, & | 0HoM o o
clleaf Nesd Motlidne: 8 | oo |, 280 | Sosvo
WC e (overy & |0'YoH }M_g@}_ﬂfﬂ
VT _(B) |¢
NV Pre — PV (18—4) %

Aetwa Aciepr-Aepssal







Jolus

conChy _
loovit) 4 | 2 | 3 41S (6 |3 |& |9 |1e
Rae X35 50 RF 30 328 350 3V |Ys Y9s | 528
R Uniis AL | payl | QUL | RYyL| Ly | YL 2L | RYL | KRYyL | RYL
Al | OUL | 6oL | b64 TAL|FEL | SHL| Pl WRL YL |IR6L
. —4L | -6L | gL —pt| —hi | —Me—16L | -8 =Rt 221
BT |Ho |54y |58 62|46 |70 |29 |&y Fu | loy
— Py

PAT | &5 |&&F |29 (3¢ |33 35 |37 |42 |7 |52
+ Tadadr pyol| - =i MRC T 0 A A Ex
mep | |
CFAT | 165 (KT 29 3/ |33 |38 52 4R HF |52

g 3%'
N~ PR ye 1 D Gﬁv;—-_{' ):Rﬁot_

ax8awy rrdeb= 280Lx 59 = (4oL

_wro é’f&fww? Geonated. = 208 Lafin wr ks
ﬁﬁiﬁmﬁ an/~

Sale '?fk
(XY Lunit/




dfatecnent o MNPV

sa -.
Pesctcsdae | yeos | Pyfois] b | Qv
&%ﬂ»@&
(sveg dand. o 4 LA S
P (o) | o . %) 0,cO00 |  goeq000
- 1 070 | @poom)| (£13I52D)
J?%i}ﬁ 1 | p870 | l63wwo | (4355000
& |06 | AFmoeo | o y)Rle0
3 0688 | KYaow | [Je&2c0
y | 0872 | 34moo0 |17 73200
S | o1y | 33a000 | 1640100
6 |oyr> | 250,000 | (5 200
7 | 3% | 37aqgovo |/35) 2eo
g |o-3527 | ¢. ago00 | | 3g34eco
9 |28y | ¥ ag 000 | | 33480
0 (0243 | R0 | (REY Yeo
&&iaaﬁﬁw 10 024y 2 =
tord lo |04 3}@@9 ﬁeﬁéﬂm
NV ﬂ?t?;f@‘m
Al :  PLCEHT— ad 77— M|



ol46 aifectormenst of NPV
Fdreeeed Aect2; | A Aottt AV

TImHd Ak | © | 2 | Zsmeoco
— e lesfoldepupn® — O 2 | —Jmoco @éﬂﬂml

o & |Rhoos)

Tl
CFAT d-6 (Y& &) 300 /f-?i;oaa
o 7 ax Sauinpom 4. |81  /FIgo0 |/5 €fooO

ey
» dtheospsst- | & 0506 | fgeoo | 5o fo0

T B | A6 K860
AL Cepl-Ppasal. £ = (<386

o) Jﬂtﬂzfmm}— Z/4.cqooo

— Mai f?-:p: & 72goo0
—-Péaj;: :{;nwﬂl @u‘fﬁmw
ol o TP = mHgo0 2 -
_— \ - 2} L( 56
—1— = 3
dale 3L

W) D= 35T I fepimis peat

L2351




Kol

m—
-3 2app, 3 5
o _ﬁ_{“ ]
= ‘T I l
Maunl€
ﬂfﬁd& i
6t
fa (e
a. )
; |
el
NM»LOﬂ) @gw
(P
Fesiticduts P | | ]3| gsW | gaS
Trowatehn Reoel | Sjot0 | | Sgoen Saoe0 | {,9q000| (S9c00
aﬁlﬂiﬁ G- \Opoo | lieopoe ) eORoe | |00 | | P00
b Mahds
Jold Maduve | = - +Sgpro | t34wo | + 9000
Revene Amode | 4%y 000 | Japoew | 300 | 34000
- 7 ~Aispoe0 | -8 e | /26583 | - Y722 | - 7T/
PET Fpe0 | £)280 | /73Y3F | pSo?E | A4kEE0F
— JFar 38 s — e | REYE
PAT 65/ | 16280 | SRE (2
_;?. 1RASw0 |+ 168758 | IR6563 | 7Y RRX | T/ G/
FAT  oMias50 | 2RI IBA | R39%97 | 2fF223 | 299 F




NG Bl A Gnisht> @fﬂ-%ﬂ) ¥ Depwate.

& w7
car dotapsf

5t — 6+ = Jwgoeo
—0¢h 15CYeny Y X = erlyoco
zv’ M &) Isvoo
,.p% 4#{}1 o @:{m
S0ERI O
-7236__3_.. y o) (—kRéSE3
LoD 37 2687
—% Yn Y5 25/ —F¢922-
d P8Y FES
— # , -G/
) XY 38579 —>) Yaha fert
&atau{t Ko
Mok Kekemge

”3““‘"‘ PIPdaf 4ret— oneft—has-
Note: Ne Gpelan atiel, a8 /1Y
otk cef 185t Cmappt-



At '

ﬁmf?at&m" 7 ﬁ; 7
— iy
ﬁ i A i L i e
— Kl e © a - ggoro | (Gegoo)

E CcAT

draremen) <L NPV
Yeanr | Attt dmecar—| PV

/ NIRD | H)729625

2 |o&6 | dst2 | 1£30/0v2/2~

3 OB | 43997 | /1797/2 ov>

5 |pen | #1941 F | J3568 45>
5

063 | §gooo | 258 700

Sap Value
NA 95736323




f/f/_\:ﬂb*w
i
M.
Cantnis®
(1400m)
sftei® 7
Vew mant
(3509000)
wn @ o
g
o8
)
Jower aqﬁ?

Modaow i€

e

Burap
60000

Nero maciive

Fo0d
K90
1900

“dGgp  _t2e00 ?mf%i&.'

&Mﬁ%ﬂ .

(8o, 5e0)



won (@ Modasn &afHavy Nm:m&um
dm_;n\-a (n k¥ \aq9eo Ep5co
— Dep (&&@ ~3&000 C&.m:&m)—-ﬂm
POT K45e0
— Ay 5% —js‘m — 15>
VAT 3350 1, 280
+ ©<p ~+ &2.000 -+ @n
CFAT 337%° 6 9,280
émﬂnﬂmwml
fasatvadany Pyfac | ModtyniLatim Repluome
- dat— | Pv | Ami+—| PV
oudflow O | A | 1ueeeo|(4m0)| 350 |Bz000)
dc:FﬂT 4-5 | 3% | 359> | 13504 | 69,285 |R644515
Sapvele. | & | 062 | 3oo0o | 18630 | 60000 | 3FA60
NPV NV | 19ea%| npy  (Sarsrs)

Aeltvle: Modetnice 7hackine @A IF frowted

fkrrie Ny .



detyd wonslD

Cas utlation .
feeticufased Yol ?31 3
Sotea " locor00 R0, CO[o0 0,000
— Mttt — 4,00000 - ;9000 - 3,3%¢c00
—oieihend - ———ASc00—— 35000
Coatbvod) (igried)
— Reit Auel — Sq000 —5¢,000 —Hgooo
— Revd gppictodgcst — 395¢0 - 3peo ~F79e
— Defp iy | — 3, ce0,000 | — 3,a5000 | — 300000
PBT RIF 50 & 648520 ER 500
— Ty Sgr - 106 280 — {3128 — 3¢ 280
FAT lo6 25> Y31 2480 37250
(el | -3 000 -+ 3,000 —.3,09000
A7 Yo6 282 23 28> 33440
ateterent <f VAL
Santinfard et P2V
e {1 : |
thaiegf M. O 4 lo&gom0 (/o &gooo)
: CFAT 4 | 0833 | Ypszso | 33846
o 634 | 23/%52 | 503425
2 05977 | 331250 191393
Scaep vatr R 3 9 5749. 1, 8000 | |p (220
: NP2V | Ei§o?S
pdiuea . ﬁffW'ﬁﬁW




£ 3
(1R800 4.0t 12520 £ feot-
swyed Spate x4 Remt
@L3 dootedod
A DISco . Z %0poo,
.y &
oppSdemity @ ° Rl ol
addiviovel -Epale
o fen:
/ /

D) Madine 68 e

Rurp
Pusihare  Qico,000 mp:mumh@
+ Modif elion+ 360,060 3
+
+ Teang -\_rl— a:,;’i? = X 3,00900

APt = 10,8600




_ Kfatevent of NPV
Pascicufnry | Yeos | Pfertal Amount PV
LY
o uflow
dond G5t o s & 00000 ,
Conghsution (3% | © A | 5000 C19egoe0)
ﬁ“ﬂm CFaT| A 0*&:}- 6”-_'_“@5 58dp00
2 |0 =€, 000 23349 00
3 | 066 &, 0,000 SZ80o00
N | 5% | 9,00,000 513000
S |05 | \p0000 | 30000
cologe e | 5 | o850 = =
NPV - 10,95;000
NOPE -

O Anrd (551 R&egooo , 148 Sun (a1 ad 1/5 alhensyy

_@i‘l grorech
Puseticedoty | yra Y3 e Y
&m-ghau.w 0000 | |ouqew| |2 eqosd | 4o B6m000
QL Sgo00 | S0 | Sgevo Sgplo|  ScodD
+ O Tonduiyf| Rpoeee | Rcoceo | oo | R 000 | & 00000
— ML | — 1, 5000 Jlma ~\9q000 | —\Sg000 | —|I9000
— ppe (R — 300000 | ~300p00 | — 3 00000 | —3eq000 | — 39000
PAT Broptd | Seatod | lofocos | |20 | (Ypeed
“';Ff‘ﬂ‘f S8 | -300p00 |~ WPy | 8RGO [~ 6,00000 '-'—‘Mﬂ-"f;
T 30000 | \Weoooo SIG000 | gm0 | JeofO
+oeh +3q000 1"3.-”!“" +300000 | 34000 |43,00,000
CFAT éec0tD | Fmpon | 8Ggooo | G eqooo | (om0




LS (Muinialion)
Srdewaent of NPV
budtiuless | Gear | Nfatgs| St PV

o A | 6000 V6 coco0
4. | o870 Y,coc00 3;“&#’9

@
+ TelleNenerp = © | 4. l,c0000
MM

© | A. | ~Regooo | (Feoe00)

4 |0:8% | E8\woo | Y30

& |09St | 89500 | 76620

3 |0:658| 9,0%000 @ 57&8i122

Yy |0932| J@3000 | SAF936

s o0.yax| lo3%mwo | 575 387
=

Svprace | 5 047} __oO
pucr @ | 84,557



voa U1) Sieteeornt FCCFAT
fustiadoss | goro | 4 [ 2 3 4 |8

&u_dagh i 5L 5 15, \sL 154
vy v Tdeudry L 3L 3L | 3L cy -
peuivein OISl 2L st | A5t RsL| &SL
ol By QL| | @ k| AL
el HL2) (or) (o) (o)) (o) | (Iob)
‘Mateule 1~ &L et (16| (140 | (120
. gr/épeﬁrkz?’m @EE;— ) @29 G (42 G| Yo

87 6:3 | 65| &7 | 69.| 74
— Tax 30/

Aty G | VS| e |52 | 497
=k 4R 42| 4& | 42 | Y- 2
—F AMauniteencde| Gt +R |+ 48 | HlE Iy |2
—fMaiion ()1 - 4 ot L § —l6 | =¥ | —1 2 x

CAAT -2 | @81 | &95 | §o3 | .23 | /037




Aef Vafil ﬂlﬁ Aeel? Aa clohe A -

EELS
~Lticnfasd W ﬁfﬁm ehnecolt PV
Tnftal ﬁwﬁﬂmm o | 1 2
dets Seleafollmudbie| © %2 —Sagooo A-Gegoo0
PvCo @ | H-Jegeoo
CFAT
L |\ #8# | g0 S, A0
R 0¥ | /(25000 g4 2850
3 o065 | ,égeoo I8, 800
Y |05y | &Ugoce |, 35&0
3 |ew9 | Jayoer Y3000
M?me o
Jax Sambyfub% 2-5 | 335 | 048300 | BREEN~ /3000
PUET @) |ousssntyzone
3000
A T e —
(R bEH~1d000) = (X -Sug0) = Y 53000
Ko, W = X6 FOHT
oy —
fuctieled | pa | 413 | yid 7Y)
ouffid-devel avuey 6oy T So For Ao~
-—anﬁdﬂ% e —8o) —32 —90 e — 55
fetedc M‘ (o) &0 30/ Yox | S0~
@Aﬂﬂfj’ xleooe | v fogow | F ltgeed | x hoooo | % Jpacoo
10000| agovo | g0 | ugooo | 3300,
*WPH(_&_’Q y 15 w8 ¥ iS5 y A v 9
Confsited? l9g000 | Jaeew | YIH00 | E,GOR | FXpbo©
— Fiweol AT S5m0 | —Jpw |~ (1 %wo | o | ~000
rPET legewo | 05000 30,000 YagO00 | 4ery 000
= F Ser ~Wgoo0 | —&9000 | —/, 20000 | ~ 464000 | - Raryo00
Tnweneoal PAT | o000 | 4 2e,000| ZUgore | FegocD




. Nfma(

ey > each ferk ﬁé@] = %

Blo af AZt-Cmapr-
9‘56 = (Zjﬂ? @"Jmaf;’mﬁ:@j
3 y
Vax dacp o) DES = Def x Yoy yafc
. @‘_M) x 4o/
==
2 X — Sageeo,Yor
=3 95
=) 3)??1 —  {gooo

’f: %Zw:p [ 008X —450m) eacs yeatc

Notes

@ T88 cpuedserr Ho Adarn /Y2t nentl (on (e}~ e

Katt Jvehe -hat fy/ﬂ‘rw.f Putions ynaduwe 98 o~
12h Proctuce Kelt -Hl Yol 7w,

New ppcrctube i?’ Katee net yeh clibierng
«:f}:r/ addifien oeu Ne Forar fogex -



a@afﬂL)

drarement-f NPV

Bz At M- Y4
&3 ’q;(‘ft e
K- %m—
7 @& | 187099
Dnteeynertl CFAT | _'1_ o€ JoleY &1093
R |0?E /9016 Y /YYS s
3 |ew6 | 3/otbY | XoyPoé
| VT @ | 4igary
N P55 28
Comvaent MMW;:W:/# & G
e
fuectieeetneed Wy Ha— 3
pulpt 6o/ & /o0
— Preuiond Madkibe st  —50 -9 —Jo)
Tnvemente! oclfuct /0 Foy Jox
X @@flﬁ’ x /,apoeD ¥ fyeyo00 x /;pe00
Tnceenedal cey lgeco Fgooo G000
¥ Gait PuU x Ay ¥ A5 y 9
Tocremental tnt- | [ az000 ?'{Tg: T 2000
—FcC ~JGgoco | — ~w9q00 0
PBT« Dep qeqeed | 30000 | 5eq000
B £ - -5 [0 2y Yio . & A=
y “crcgsor]
P 7Y 5790 | a3 Py 590 | Y, 79900
— T x Yo, -89 £36 "1#4&?6 — 1F9E3E
PAT YISy | 164FSY | KXY ISY
e 125l | 5l | +RSY/O
CAAT iy [ 9o/64 FloleY




D G Yeous
|
\
RIS
l lo Jeors +
Meomadu™Z
2 Rotm = Mogo Po ©

GO Tfuwe refuy Xuge old Mackive

fucttacoed |y |Ashta|  arr— | PV
. | v

Brrnediire A |
/F000Ci-52,) | © | AL g5evo 98¢0

Avraecet Ra |25 | 299 igeo0 | Il o

ayove (1-32-) s et
o o
5 Ctmrriafrie ﬂgﬁmw =325

Lyt Hmual PVCo =  &/R506




@) I/ 1€ Buy neco Maclme
fcet7 tlad ﬂ'i’/-l Pofute | _frat—| PV

5%/ Ma (e o | 1 YGo00
Sale cfoldmauke, © | L | =500 . | Yyooo

Amoeat R 2-10| 6145 F000 | Y3015
Jpoo Cl-527)

Taxdaa) d-/o |81ys | XRyso /8655728
s (52526

' 255 PVCo 7/95%.2s"
29 % Gommulafie PYftR | = 6143

Zo o vulwd At PY/Co (/7o
i /—

Auite:  The Corppayy Ehoutd by Ded Mactive,
te e 1Y —roet fm/‘vt?i&nr%nm!



dotgy o

&lzrwt
(8L Mol Q= 21 Qorep =4 L
yeot | Wfader |  slanat— PV
m.\-.ax (S% o 18 |&cgeoo | ( §eopeo
M Moo | 4§ L{;‘Z B Koo gfﬁ%o
& 03269 yuoc0o0 | (130F60)
EU Co X966 Foo
= Coveenufotive PV fq.ddl_ fo 8Yen 3 44833
quW;(mnm Pv(o Ca%t)ﬁ o = L§F)N2

chhon@ T coo. Reppie. Todoy CTrwmesliabely)
Maneun(e. chTowm o\ Macluive

%cﬁ Maciine.
MGN‘?NM Magve =

Net™ ddmeust— =

- A

Miivten@ AT | A
afdl a
ﬁfM 2.

=0

- G

XA §008

%{e atend of f-‘yw:

ﬁﬁﬁ: Q=m 22)

(Kiegeor)
9-869% | SHaoo | Y3Y&o
08696 (574992 | Y934°L)
X36524)

N Y




PR Gfuwe Agtte al-endof @ Yoot

Manfm s | L | 08696 |  Amgeoo | (/73722)
& | o6l | Yegooo | GoRYe)
Splecfeld | &R 0356/ | Spow | HRédFo
EQLepasr | R | 0956/ T7/992 (4 242483)
Net Pv | (bER0IZ)
o T Z/ woe ﬁﬁ%ﬁ?ﬂ? Mgnd%l’?%ﬁ
Matntme - | A | 0869|  Kegeoo ] #372)
o (0%Be(| Yeqoo0 o442
3 |05 Geageoo | (399457 )
aﬁf@ﬁ{‘}@(f 3 o5 gl%am +/315v0
E 5&% T |06 172 (376085)
retf—pyv |(1157443)
mmmm I |08616| X eqgooo /75920
& |08/ | Yoo 0 24
é 065N f{a;mv 9Y92)

o Y7 dgooo 4
dnte ofold | Y |oSHE o ?Ua::‘)
EACapped | 4 |05 TH 192 (33725

Ne# PV (1653365

Al e /inm e;fatpérz



ass
2y Sy
_ ﬁe wPp=-0
(3
4,
| {"
NetoMaUune. ~0
)
e
Steterynentaf NPV
furcttederr | Yort | Dact| Gpoeaw— | PV
Auictase cfpten? Madve) © | L lgagooo
—dale afeld Madube | O e 4 200000 é
Tneernenief cIC o a4 /,cqooo mm_)
Ziflnd |
Inmmé‘ma dY (3169 | R/Foro | 687673
y quﬂaﬂii? ! | oh0? YxXo00 3&17#8
12000 p3or 2 |of26 | 3360 | X7F5Y
&?ﬁmp ox 3 |0 | F6E50 | Ko/¢ T
716 8opdey: | (0683 | FiSoy | /Y6L7
D yrda(co | | 06E3| faooo 6 &300
NPV 56777




o2 (1) mxz? Neld
mﬁ& = See 6 XA -_%ooo SCoxbrfo= ?in'ig I

Gt
dut vatie @do — R 369000 X 726000
—Mafelib (@A = ~— X Fdoop - iﬁtmaﬂﬂ
— ol Seopbydo= — T 36000  Beopbrx30= FSHooo
— Fivedost — V2 A% —&bgooo
£87T X /5dloo0 X Ybdoco
— Tax 3¢ — Y9é6co — X380
CFAT /06 4O > X 38340

DInveCmenial CrA T (o8 Fooo )

wH@)  Plockaf 4%t

TIniremesrel
(bl ot = Loago00~3 ) —7u9ma
JET“W a?o}f
6479,.3\/ = ‘z 6gooa
-—M F ﬁ 22 ~/{Eoo0
OBV Y Yoo
— 2 3%y 2o~ £9éco
wov < 3554 0

e My 20 - /650
DZW/I A& 720




ceoifrord Taox

et Sfaternesat ﬂmwmw PVco
faectrieclasd L ﬂ’q@gﬁ Mackive A@Qi Machive 8(345)
Anipsc b © | A | }ogoeo | f5pe00 | 4egeo (| coeoco
Ranwinetep | 23| 2461 ygo00 | FYso
2-d | p236  fa00D f#"o
Pvic |Lyqyso #0416
= Carmmitice WqAp <2487 /. 236
g urvatd o (too3. (/176°3]
corin B Tox
WIHB) " Spatement fy Cpiactd it PVeo
farctredatd | 45 ﬁ@ﬂf pacie A ()| Mackire Gy
Anuchme vk © | A | igor0 | fEpe0 | jegav | fegeooo
Hunv'rplpp | 23| RV vy, - Bbpo| FT636
a2 S P i = ”(* Ga-\do| 7.29)2
— TaxSauhyp | 1-2 4483 (%85 = S0 (33703)
omDG e |36 | = 7 {60 | @E0%0)
(ep xtor e | PVCo 18333 W E372
=+ Ctrmmiliie NV, Af < Yd 7 £/ 23
€g i va bt @ Tr 4 0
Acluiee:  olefect-mactume .

Beusc 11— Aad Leveeh GGt dpnas

PV o



o3

o !ng
|
Auypned |,Se000 ‘
L 5| a‘a(lf&m
|
| |
Sotmdhowdveius sfroirercood powdl
(&9 (6op10)

iy @ Calucladion ef —gax gl ov) Db (atim
Putichaie Ned Mactie ! Pusichade delond hanrd
wov  BEB x o7 = s | yual v 2 Ky Sawy
fee * oo
t [Sgov  gep x39r  }[250 I | &poro  Ageov E000
2 Wsee BRI yioo~ SYIY b0 | 5o00 Y5ev
3 &Y395 0% v 30y~ 6328 Ym0 }i3s0 33y
i GHE R0y 30- 1PV B3I 437 531
5 Yl 1865 v20- 300 A523 (328 1894
75506 5899 v = Aeo 18985 Sorp sate.

-

n bl

7 R669F 6679 v30= X0 | 6 |fogoo IS0 YZeo
o023  So06 x30y= (302 F | Yoo  |pso 33w
S 15ur Fuy 3= (26 § (33350 w43 aA53/
10 1263 #2816 v Y5 | 1 18383 6348 15894
lo | 1398 g 'Y

ppv=84732 me Jele vatleee




&WMPV

fatctyulasd Jeat | Mft| e sachine | Leere( Hord
Ami— | pv At PV

Putichascgfitactie | © | L | (g0 | 55000 | Epoeo | Sgood
Taxsataponnep | 1 |0812| /RS0 |(19035) bpeo ()
2 |\p3 §437 |( ) ysezo | )

3 lo7n | g2t8 | )| 33 |C O

Y loszs| yzu46 | )| A3/ |C )

Jpﬁji‘r& C D|/879¢8 |C >

#.%MJ.M@ I |e: 18985~ (Jo765)
(2 &/ rphie. I |0 %7 3Yoeo
TaxSauymdH | 6 |esé| KéFe | )| YFeo |[C >
F |oV5% goo2- | )| 3398 |C )

& |ov3| jspa | )| #53/ | )

g |9%| 1126 % )| 1892 |C )

10 03¢ gys ) ey |[C )

Salgep Agel- |10 o202 gYYF | | /237 | < )
Pvlo |l IEYse F5656

Adeuece fgﬂya@/amﬁ Aard Aladise






alfarens ot af v PV

foscticel e | Pvfer &Alﬁdig@!!lb‘oh Ablewa-cftin
2| der— | Pv | Amt] pv
Pundhate M actume O | AL | lommo | {gaom) lognpm ((oppm)
chroewac ® Iigkn?
| FAT - R 5600 & 600
CCFAT - Sunwice cst) & |,5ép00 & 36p00
CFAT- Roplaewat) | 3| | A/56m0 (44003
CFAT - Seau'te (A1) Y |%6,000 256000
Cray Cy 56000 /96,000
Cra7 & x 186000
Qerep e ) Y6000 s
é - - | |36aw
NV =139y YAV |-i2za)

Matlure

Adtere.! Jmm’u/-ﬁe W@?‘M cf

V.2 htrid W N
Potitsetlazed Yy | A wice pforr | Aebitime? oo
S dmt- | Py | eamr— |pv
Punichase of mackie| © | A | 1ggeo (iquqemd) foeqoco (a9
dewte Ml | gl leGoeD - -
dewite machire | y fcgooo B
ﬂ%&@w&r I — | - | a0
EAAT 25 o557t 550
CFA7 é o — | /85000 |
7Ly F6000 S -
Serep Sn 2 s 6 I =
NPV HRIMY | Ay R




a6/ Yo, 57 Lifplrenc gf5eod Poovo Mr&loeens-
Lowu'ce ?hﬁh Ropfa terme Shopry
—I??34Y

NPV & — X261 [
N€er njend —£13vy —5’1&/,‘

2eigim =) Malhne Lheebd Wﬁ#m



aa?«( ER  Ael mpmmary
70 accne prgss Ae

etfycetleeed (f dmi—| PV

4 nos {l Rfﬁ- Sgoco | §gooO
~ Pvio @ | Sooo

r M i rﬁy &O = 35373'
TMM d—‘-i‘:; 3-: 6y pLa Y- 5643C
PVCI @ | 36512+ 4:56Y%

» : ~0.
we Gan alliggr 758l ot mmimim NPV

=0 PVEL =PV ¢o
— Fooo= 36578+ Y- I64 K

% Redution iy ﬁlwm&'zy _YYVIR x /0

7 Yooo

=/319%)

7€
£ yediled €y ovey 4
’?'?5;-_{' ﬁ@,j U Seore g/m $12f 7 -




- g = ZLSgoood

Pxm Cé,tqom) Sp=—<%kl\o
— ="RS

ConF = RS

o Cillen, X 50
Covit = X 9Gooo
—fcCc= - Igoeo

— Adudl ~ 20000 _
FRT = 2cgoco

- b




frofed- PVCo pueL NPV
A owig R0, 00 K 99000 Qo,000
el ony (15000 (88,000 “go00
3 onyl o 0902 U, 00,000 ), 36,000
4 a8 _ﬁ_?: ) 3,\§0c0 @gg) 45000 l,6opo0
443 C{g}_ U3k © {Egv)# 60000 | <, 5000
Y Yoe00
XY 3 ns) 3,84pco <l§$" = %FD «, 35000
7, 0/ 4800
> Y Uoo00 - SFgwo
.‘1.“.2-4“..3 Cﬁfij—i‘-i:&&a‘ rﬁeﬁérbﬁb
Pt 353000 §docS | X oo
eieeny | Yapoo
62:)'&::-::-

At Llet fger LK 3 7opefreit o
Iy frowele  Bppes/— VPV (onpiion.



dHes.

ot s /3 yea e
X Bep=toy
Y 254 =Ho)

Yon Rud-  5iyen fou” £ oo 0

rveut /Y fensd 2eb=6rp-0

oA -5M Rend 545000
Wﬁfé‘:_ Mﬂf?gpﬂa

N fatuclatin ‘7 Neteleral mlice
b 13T fenkt

FLATAY R

x

Y =) Zjgecpoe —

= Z/5egovo —

/

yﬂd‘d#fpm}#
Sosx fol, fﬂ’iu&;f;ﬁu: 60,000

el _ .
Dep XS0 | poor ,@w

Bk ¥ fff*‘ﬁfm = Jg,000 -

_4) Tf wr haus to erte Mmadive fa _goyeard

Madhive X

Roctutatid Yo %ﬁ dmt— | Pv
Pus it af Maduve | O \§y000 | | 5p0000
Madrtesmouate. cdat 1-5 | 3608 59000 | 3050
£-10 |2 OU6 o000 | | 43,2%
W-15 | 116) | gooD f,qg;-;—ﬁ
Sucpdplesf At | 15 10183 | 8Bqooo  |(1647)
outfb fr (Syea | 98572
< (wmmudihie P A+ 6.8(2

Eguivater! dnnual PV x {328(9 ?oz




@affshﬁ?’ww}% -G |a?d3 | of 7g0 614970

| Ceghordtfleosn ( = |/506120
* mnsleiot pufaons sl 1) % 5431
|
Cquinebntstmueal PV fr sl Y = (R Foo 62
| =4

Am-’ Z it 7o . cluind 1 'WI
me%ﬁw aydf%?m 4 /‘M{;”ﬁ 1/
fetuie 1#-Fiad Leal - Gounleut Aol Ao,



Alofe! Huns o0 Ae _dipe Mackie
. Kt r:fce_ m 4
7ef) ﬁ-#wwy

\" )
/ﬂmymww 14
! ogen | [ofer |
)5t ke T e
ﬁ%m' fum rHlipe Ko oo #ivel Hire faiespe,
e

rd dmo faate /c le Katovge,




Cataclatin &f Retidual Ualiee Retatneliteee
Madlune X = (StgooD —{p}rﬁffi — EKMSERY Yo — m;
(STfeirg)  (R*pFyou)
e = yqeo0 = Wil — érytirin
(siymagh (™ gpm)

A, ]
mﬁjﬁfgﬂl Y= aAgooo - -?ﬁa,xq’ima =( -Eﬂgmo?

* Buy Alachire X

a | geu | fbe| Hpmi 1P
Putithede of puaclune. o 1 | /1gwe00 | (Gegeoo
MarniBule 1-5 | 3605 | Sgo00 | [$n285

Serapdple b 0963 | G9g000 |G61332)

%ﬁf I we cde Mochies JEC Tppeard

Plvco. = _(};g}, rp[/ﬁmﬂ?ﬁim

. 4 55{/ Mactuhe .

Megchiate gfﬂmm o v /ggoee /@(qoﬂb
Marrfenie 41.-3 36085 | T900 | F5p3se

U apdat@osf4si| 5 | 0" 563 | (30000) (@Y /%0)
i PV Co 5 Jyean =| Jo 230




& [/ Zcc Mactune ¥.

PJekelie celeed ;/az ﬂgﬁaﬁr Xt~ P
fﬁ*ﬂ(d@?&i O a2 XRYpoO | Y000
2-Y | 3038 | ZRwoo | 58353
renaltypud | 5 | 098%F| | Joovo | 64370
PUCa forSpeen 76142
Adtwee ! Madune ¥ o ,%muﬁ?chﬂ

be a (cepred,

@we /7-

fiad  Ke1- PV (o fa 5 feary.



PV(o | xPE PUé:L %\: ﬁ«@mm
(=) ® @

300000 | 138 | 34600 | £E000
159000 | 095 | (Y450 |- F500
3500 | .20 | y,zep00  FOL00
Yoawo | 118 | 53,00 SlooO
&K@poo| 130 |d;lo, 000 | o000
qﬂw ] 0S5 ‘{;kﬂw ﬂﬂ,mﬁ

(D =z fojets are diwibitie

bl I

HHEH | H

Aok Project- PVCo NPV

b 4 w000 66,000

18 3 350000 Tgooo

I 5 ﬁ%ﬂ Uqooo

000
—i 4 w&t  15goco @m{‘f:g‘ <3000
L 2 =g
(h ﬁ Em as_ ot diwkioe

=4 ‘ Cwbiwcten(2) | Mo @)
Pojes— pUe NN Prjes— Puco NPy | Payer Pute NPV
3 3500 g0 | | g0 66000 35p00 Jgovo

3
:— YJooo  &poo ; jﬁwo 000 _g K000 Yo,00D
Q000 Ygooo L0000 Yoo0D Yeo.000 Agpoo
logaeco,  Ldiooo §:5000 m.g qape0 13poo
olelect- oo tinahin @, oy

Tnosiin Prejer 34K S0




ol Waileble foorld 76 ivest = R Fgagoco.

Sepensent—cf Mok
ey Piteg|  pocg| 1Ny -t
i gmnm ’qmn %ﬂ 1025 e ),
R | 1gmeeo | 19000 Qeopec|  1'2F
3 | Jegeso| 11400 | Yugooo 163
T | 1300|000 | Fcop00 PSY
i U T S R
Rorf. Projed-  Prot- Daoeste & NPV
4. 3 F.qo00 YMgooo
) Y I 00D +HoE00

{ojcorcoo Ralamie
;. & M logoooD C{mxil;?-) %66, 66F
" Toted FwedTed = < 30,00000 NPV itm

”Etﬂ@_%_&atuﬂ ar. o RiuwiLible.
Combinatin © Comberation &) NP
s o NN Pojet= Moo By BVCo y

3 Jumep  YMgto =
Y Gewo Fmwo | &  (Ggeo  Ymeeo | U )3mwo  Fagooo

! o daco | 3 o Yo Koo 119pe0

g o ot | b
3000 |3:E -'?‘53 T

Tifagets ose FediGi, thev oxlm Tratypy
Tf fagects ' v of RI3RR68F



ﬁW{P Wt trredd amecnl- =

A A cgooo

TF w00 rnvest L amecmt - ﬂ;&k;@fca 2edz.

a?’m,apo({-rmr)f

Juritulntd

j"o“

Ki}ﬂ;ﬂoﬂ; 1611

= X383 &0

Srateata f NPV _
ipee

i

Art—

Vud 4

owiflao (M RFouict)

4
o

J

1

0:H6F

o o
G480

(@ o)
/EREET

YV

(17313)

ﬂf/xfmﬁ NPV 7 ARK



1y pin@ Batel, no video Gafumiig
e oot ,wﬁfy ol
f:ﬂ?y = /ﬂ&ﬂngz%%; Taps x Gl
4

x 7 x 2 xaXdww =(X 756oc0]

2V

Armceal pef = &2;@?;9)( G fothg = /300 0

Ayrerd Tradmitinigds- = (‘f&%ﬂdxf kdm‘J: | 15abo
AoGtiw pak

“Jorl (ed]  cwer/1 0eOn Yabheo W%’Wﬂa

A S vikeo %ea o) Yenial potd
Aestatlsl~= Y8k x Suotets¥ 1520 +4) <X 296/

dclie .  fentel eﬁzﬁ?’—g" vieleo (;29;&(
Ml@dﬂd?';‘ LG 1) ALhatd fe ﬁl't'{w-




B

&lzrwt
(8L Mol Q= 21 Qorep =4 L
yeot | Wfader |  slanat— PV
m.\-.ax (S% o 18 |&cgeoo | ( §eopeo
M Moo | 4§ L{;‘Z B Koo gfﬁ%o
& 03269 yuoc0o0 | (130F60)
EU Co X966 Foo
= Coveenufotive PV fq.ddl_ fo 8Yen 3 44833
quW;(mnm Pv(o Ca%t)ﬁ o = L§F)N2

chhon@ T coo. Reppie. Todoy CTrwmesliabely)
Maneun(e. chTowm o\ Macluive

%cﬁ Maciine.
MGN‘?NM Magve =

Net™ ddmeust— =

- A

Miivten@ AT | A
afdl a
ﬁfM 2.

=0

- G

XA §008

%{e atend of f-‘yw:

ﬁﬁﬁ: Q=m 22)

(Kiegeor)
9-869% | SHaoo | Y3Y&o
08696 (574992 | Y934°L)
X36524)

N Y




PR Gfuwe Agtte al-endof @ Yoot

Manfm s | L | 08696 |  Amgeoo | (/73722)
& | o6l | Yegooo | GoRYe)
Splecfeld | &R 0356/ | Spow | HRédFo
EQLepasr | R | 0956/ T7/992 (4 242483)
Net Pv | (bER0IZ)
o T Z/ woe ﬁﬁ%ﬁ?ﬂ? Mgnd%l’?%ﬁ
Matntme - | A | 0869|  Kegeoo ] #372)
o (0%Be(| Yeqoo0 o442
3 |05 Geageoo | (399457 )
aﬁf@ﬁ{‘}@(f 3 o5 gl%am +/315v0
E 5&% T |06 172 (376085)
retf—pyv |(1157443)
mmmm I |08616| X eqgooo /75920
& |08/ | Yoo 0 24
é 065N f{a;mv 9Y92)

o Y7 dgooo 4
dnte ofold | Y |oSHE o ?Ua::‘)
EACapped | 4 |05 TH 192 (33725

Ne# PV (1653365

Al e /inm e;fatpérz



Chapter 6 - Investment Decisions

Solution 1:
Particulars Amount (3)
Profit Before Tax 3,00,000
Less: Tax @ 50% 1,50,000
Profit after tax 1,50,000
Add: Depreciation written off 2,50,000
Total cash inflow 4,00,000

Payback period = % = 5 years

Solution 3:

. _%4,000 X100 _ ~no
Payback Reciprocal = 0000 - 20%

Solution 4:
(@) If Initial Investment is considered then, y Total Profit/No.of years x 100
verage Investment/Intial Investment

92,000 o
= X =
s 100 = 9.2%

(b) If Average Investment is considered, then 92,000 x 100

! Average Investment

_ 92,000 a0
—mx 100=17%

Working Notes:
Average Investment = Salvage value + % (Initial investment — Salvage value)

=% 80,000 + % (% 10,00,000 - ¥ 80,000)
=3 80,000 + % 4,60,000 =¥ 5,40,000

Solution 5:
The ARR can be computed by following methods as follows:
(a) Version 1: Annual Basis

ARR = ProfitafterDepreciation
Investment in the begining of the year
Year

1 80,000  _ o
3,00,000 26.67%

2 80,000 _ o
30000 34.78%

3 80,000 _ o
1,60,000 50%

26.67Y 4.78Y .009
Average ARR = 20070+ 33700+ S00R - 37.15%

(b) Version 2: Total investment Basis

_  Average Annual Profit _ (80,000 + 80,000 + 80,000)/ 3 _ o
ARR = Investment in the begining - 3,00,000 x 100 = 2667/0

(c) Version 3: Average Investment Basis
ARR = Average Annual Profit x 100

Average Investment

Average Investment = (23,00,000 + ¥ 90,000)/2 = ¥1,95,000
Or, %(Initial Investment — Salvage Value) + Salvage Value
= %(%3,00,000 —390,000) + 390,000 =¥ 1,95,000

_ 80,000 _ o
= - x 100 = 41.03%

Further, it is important to note that project may also require additional working capital during its life in addition
to initial working capital. In such situation formula for the calculation of average investment shall be modified
as follows:

%(Initial Investment — Salvage Value) + Salvage Value+ Additional Working Capital
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Chapter 6 - Investment Decisions

Continuing above example, suppose a sum of 45,000 is required as additional working capital during the
project life then average investment shall be:
=% (¥3,00,000 - ¥90,000) + 90,000 + ¥45,000 = ¥2,40,000 and

ARR =200 x 100 = 33.33%

Some organizations prefer the initial investment because it is objectively determined and is not influenced by
either the choice of the depreciation method or the estimation of the salvage value. Either of these amounts is
used in practice but it is important that the same method be used for all investments under consideration.

Solution 7:
Calculation of Net Present Value(In )
Period | Present Value Factor Project A Project B Project C Project D
1 0.893 44,650 35,720 66,975 66,975
2 0.797 39,850 39,850 59,775 59,775
3 0.712 35,600 49,840 42,720 42,720
4 0.636 31,800 47,700 50,880 25,440
5 0.567 28,350 42,525 56,700 11,340
Present value of cash inflows 1,80,250 2,15,635 2,77,050 2,06,250
Less: Initial Investment 2,00,000 1,90,000 2,50,000 2,10,000
Net present value (19,750) 25,635 27,050 (3,750)

Solution 8:
Calculation of Net Present Value

Year Net Cash Flow (%) P.V. Factor Present Value (%)

0 (1,00,000) 1.000 (1,00,000)

1 6,500 0.909 5,909

2 26,500 0.826 21,889

3 41,500 0.751 31,167

4 41,500 0.683 28,345

5 71,500 0.621 44,402

Net Present Value = 31,712

Working Notes:

Calculation of Net Flows

Contribution = (3.00 — 1.75) x 50,000 =% 62,500
Fixed costs = 40,000 - (1,25,000 - 30,000)/5 = ¥ 21,000

Year | Capital (%) Contribution (%) Fixed costs (%) Adverts (%) Net cash flow (%)
0 (1,00,000) (1,00,000)
1 (25,000) 62,500 (21,000) (10,000) 6,500
2 62,500 (21,000) (15,000) 26,500
3 62,500 (21,000) 41,500
4 62,500 (21,000) 41,500
5 30,000 62,500 (21,000) 71,500
Solution 9:
The desirability factors for the three projects would be as follows:
1. 650000 _ 44
550,000
395,000 _
2 375,000 =1.27
31,00,30,000 _
3 =toozo000 = 1001
Solution 10:
Determination of Cash inflows
| Elements | ® |
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Sales Revenue 45,00,000
Less: Operating Cost 14,00,000
31,00,000
Less: Depreciation (90,00,000 - 10,00,000)/5 16,00,000
Net Income 15,00,000
Tax @ 40% 6,00,000
Earnings after Tax (EAT) 9,00,000
Add: Depreciation 16,00,000
Cash inflow after tax per annum 25,00,000
Less: Loss of Commission Income 6,60,000
Net Cash inflow after tax per annum 18,40,000
In 5th Year:
New Cash inflow after tax 18,40,000
Add: Salvage Value of Machine 10,00,000
Net Cash inflow in year 5 28,40,000

Calculation of Net Present Value (NPV)

Year CEAT PV Factor @10% Present. Value of Cash
inflows
1to04 18,40,000 3.169 58,30,960
5 28,40,000 0.62 17,60,800
75,91,760
Less: Cash Outflows 90,00,000
NPV (14,08,240)

e _ Sumof discounted cash inflows _ 75,91,760, _
PI’Oﬁtablhty Index= Present value of Cash outflows 90,00,000 0.844

Advise: Since the net present value is negative and profitability index is also less than 1, therefore, the hospital
should not purchase the MRI machine.

Solution 11:
Calculation of IRR
The ‘Factor’ must be found out, ‘the factor reflects the same relationship of investment and cash inflows as in
case of payback calculations':

1

F= T

Where, F = Factor to be located
| = Original Investment

C = Average cash inflow per year
For the project,
31,36,000 _

Factor = 236,000 - 3.78

The factor thus calculated will be located in present value of Re. 1 received annually for N year’s table
corresponding to the estimated useful of the asset. This would give the expected rate of return to be applied
for discounting the cash inflows.

In case of the project, the rate comes to 10%.

Year Cash Inflows (%) Discounting Factor at 10% Present Value (%)
1 30,000 0.909 27,270
2 40,000 0.826 33,040
3 60,000 0.751 45,060
4 30,000 0.683 20,490
5 20,000 0.621 12,420
Total Present Value 1,38,280

The present value at 10% comes to ¥ 1,38,280, which is more than the initial investment. Therefore, a higher
discount rate is suggested, say, 12%.
| Year | cashlinflows(¥) | Discounting Factorat12% | PresentValue (3) |
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1 30,000 0.893 26,790
2 40,000 0.797 31,880
3 60,000 0.712 42,720
4 30,000 0.636 19,080
5 20,000 0.567 11,340
Total Present Value 1,31,810
RR = 110+ (350 oo )*2
= 10+ (r)x2 = 107%
Solution 12:
Computation of cash inflow per annum
Particulars 3
Net operating income per annum 68,000
Less: Tax @ 45% 30,600
Profit after tax 37,400
Add: Depreciation (% 3,60, 000/5 years) 72,000
Cash inflow 1,09,400
The IRR of the investment can be found as follows:
NPV = -¥ 3,60,000 + ¥ 1,09,400 (PVAF5r) =0
Or PVA Fgr (Cumulative factor) = % =3.29
Computation of internal Rate of Return
Discounting Rate 15% 16%
Cumulative factor 3.35 3.27
Total NPV (R) 3,66,490 3,57,738
(¥ 109,400 x 3.35) (% 1,09,400 x 3.27)
Internal outlay (%) 3,60,000 3,60,000
Surplus (Deficit)(F) 6,490 (2,262)

— 6490 B B
IRR = 15 + () = 15 + 0.74= 15.74%.

Solution 13:
1. Conversion of Cash Flows into Terminal Value
Year CFAT Reinvestment Factor at 8% Terminal Value at 8%
1 30,000 (1+0.08)*=1.3605 40,815
2 40,000 (1+0.08)*=1.2597 50,388
3 60,000 (1+0.08)°=1.1664 69,984
4 30,000 (1+0.08)"=1.0800 32,400
5 20,000 (1 + 0.08)°= 1.0000 20,000
Total 2,13,587

2. Computation of MIRR
P(1+R)"=A

Where P = Initial Investment =¥ 1,36,000, A = Terminal Value of Inflows =¥ 2,13,587
N = Number of years of Project Life = 5, R = MIRR (to be calculated)

21,36,000 (1 + R)® = 2,13,587.

_ 213587 _
Hence, (1 +R)° = 6000 = 1-5705

From the FV Tables, (1 + R) = 1.5705"° = 1.09448.
So, R =0.09448. Hence, MIRR = 9.448%

Solution 16:
1. Computation of ARR

Average Rate of Return

Average Project after Tax
Average capital employed

(40,0004-30,000 +20,000+10,000+10,000)/5

(2,50,000+40,000)/2
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22,000
—_x
1,45,000 100

15.17%

2. Computation of payback period
Depreciation p.a. = Tl R

% 42,000 per annum.

5 years
Year PAT Depreciation | CFAT = PAT + Depreciation Cumulative CFAT
1 ¥ 40,000 342,000 ¥82,000 82,000
2 ¥ 30,000 342,000 372,000 ¥ 1,54,000
3 $20,000 342,000 62,000 $2,16,000
4 10,000 342,000 ¥ 52,000 $2,68,000
5 $ 10,000 $ 42,000 ¥ 52,000 ¥ 3,20,000
Simple payback period = 3 + % = 3.65 Years.
Solution 18:
(a) & (b) Calculation of Computation of NPV (In¥)
Particulars Years Amount PV Factor @ 15% PV PV Factor @ 10% PV
Outflows
Initial
Investment 0 7,00,000 1 7,00,000 1 7,00,000
Further
Investment 1 10,00,000 0.869 8,69,000 0.909 9,09,000
PVCO (A) 15,69,000 16,09,000
Inflows
CFAT 2 2,50,000 0.756 1,89,000 0.826 2,06,500
3 3,00,000 0.657 1,97,100 0.751 2,25,300
4 3,50,000 0.572 2,00,200 0.683 2,39,050
5-10 | 4,00,000 2.164 8,65,600 2.975 11,90,000
PVCI (B) 14,51,900 18,60,850
NPV (A) - (B) (1,17,100) 2,51,850

Advice: When PV factor is @ 15% than NPV is negative, Proposal cannot be accepted. When PV factor is @
10% then NPV is positive, Proposal should be accepted.

Lower Rate NPV
NPV at lower rate—NPV at higher rate

2,51,850 o
= —_——X =
10+ 2,51,850+1,17,100 5=13.41%

(c) Internal Rate of Return (IRR) = Lower Rate + x Difference in Rate of NPV

(d) Simply Payback period = 6 years
-¥7,00,000 - ¥ 10,00,000 + % 2,50,000 + ¥3,00,000 + % 3,50,000 + % 4,00,000 +¥ 4,00,000=0

Solution 19:

(i) Calculation of Pay-back Period
Cash Outlay of the Project =%.1,60,00,000
Total Cash Inflow for the first five years = 3. 1,40,00,000.
Balance of cash outlay left to be paid back in the 6th year  Z. 20,00,000
Cash inflow for 6th year = 2. 32,00,000
So the payback period is between 5th and 6th years, i.e.,

5 years + —z: ;gggggg 5.625 years or 5 years 7.5 months
(ii) Calculation of Net Present Value (NPV) @10% discount rate:
Year | Net Cash Inflow | Present Value Factor at 10% Present Value

) Discount Rate .
(@) (b) (c) = (a) x(b)

1 28,00,000 0.909 25,45,200

2 28,00,000 0.826 23,12,800

3 28,00,000 0.751 21,02,800

4 28,00,000 0.683 19,12,400

www.canitinguru.com | @canitinguru 6.5


https://www.canitinguru.com/
https://t.me/canitinguru

Chapter 6 - Investment Decisions

5 28,00,000 0.621 17,38,800
6 32,00,000 0.564 18,04,800
7 40,00,000 0.513 20,52,000
8 60,00,000 0.467 28,02,000
9 40,00,000 0.424 16,96,000
10 16,00,000 0.386 6,17,600
1,95,84,400

Net Present Value (NPV) = Present Value of Cash Inflows - Cash Outflow
=%.1,95,84,400-%.1,60,00,000 = 35,84,400
(iii) Calculation of Profitability Index @ 10% discount rate:

Profitability Index =

Present Value

of Cash inflows

_ %.1,9584400 _
~ '%.1,60,00,000 1.224

Net present value @ 10% discount factor has already been calculated in (ii) above, we will calculate Net

Cost of the Investment

(iv) Calculation of Internal Rate of Return:

resent value @15% discount factor.

Year Net Cash Present Value Factor at 15% Present Value
Inflow (.) Discount Rate .

(a) (b) (c) = (a) x(b)
1 28,00,000 0.870 24,36,000
2 28,00,000 0.756 21,16,800
3 28,00,000 0.658 18,42,400
4 28,00,000 0.572 16,01,600
5 28,00,000 0.497 13,91,600
6 32,00,000 0.432 13,82,400
7 40,00,000 0.376 15,04,000
8 60,00,000 0.327 19,62,000
9 40,00,000 0.284 11,36,000

10 16,00,000 0.247 3,95,200
1,57,68,000

Net Present Value at 15% =%.1,57,68,000 - ¥.1,60,00,000 =%.-2,32,000
As the net present value @ 15% discount rate is negative, hence internal rate of return falls in between 10%
and 15%. The correct internal rate of return can be calculated as follows:

IRR =L +[(NPV,)/ NPV, - NPV, ] (H - L)
_ o . 35,84,400 ) o,
=10% + < 35,84,400—(-%. 2,32,000) (15% - 10%)
_ ano z. 35,84,400 o _ o
= 10% + Toi2a0e X 5% =14.7%
Solution 20:
(a)
0} Payback Period
Project Cumulative Cash Outflows (In3)
Years A B C D
1 10,000 7,500 2,000 10,000
2 - 15,000 6,000 13,000
3 - 18,000 16,000
Payback Period (In%)
A B C D
Cash Outflows (10,000) (10,000) (10,000) (10,000)
2,500 _ 4,000 _
Payback Period 1yr Tyr+=-200=1.33yrs | 2yrs+—7 - =233 yrs 1yr

(CFAT—Depreciation)x1/No. of years

(ii) ARR =

Average Investment

(10,000-10,000)1/1 _

Project A:

(10,000)1/2
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Project B: ~12000-100001/2 _ 5 50,5000 = 50%

(10,000)1/2
Project C: 0o = 2,667/5,000 = 53%
Project D: -0 oRE = 2,000/5,000 = 40%

Note: This net cash proceed includes recovery of investment also. Therefore, net cash earnings are found by
deducting initial investment.

(iii) IRR
Project A: The net cash proceeds in year 1 are just equal to investment. Therefore, r = 0%
Project B: This project produces an annuity of ¥ 7,500 for two years.

Therefore, the required PVAF is: 10,000/7,500 = 1.33. This factor is found under 32% column. .. r = 32%.
Project C: Since cash flows are uneven, the trial and error method will be followed.

Using 20% rate of discount the NPV is + ¥ 1,389. At 30% rate of discount, the NPV is (F 633).The true rate of
return should be less than 30%. At 27% rate of discount it is found that the NPV is —% 86 and at 26% + ¥ 105.
Through interpolation, we find r = 6.5%

Project D: In this case also by using the trial and error method, it is found that at 37.6% rate of discount
NPV become almost zero. Therefore, r = 37.6%.
(iv) NPV
Project A:
At 10% - 10,000 + 10,000 x 0.909 = (910)
At 30% - 10,000 + 10,000 x 0.769 = (2,310)
Project B:
At 10% - 10,000 + 7,500(0.909 + 0.826) = +3,013
At 30% - 10,000 + 7,500(0.769 + 0.592) = +208
Project C:
At 10% - 10,000 + 2,000 x 0.909 + 4,000 x 0.826 + 12,000 x 0.751 = +4,134
At 30% -10,000 + 2,000 x 0.769 + 4,000 x 0.592 + 12,000 x 0.455 = (633)
Project D:
At 10% -10,000 + 10,000 x 0.909 + 3,000 x (0.826 + 0.751) = +3821
At 30% -10,000 + 10,000 x 0.769 + 3,000 x (0.4555) = +831
The projects are ranked as follows according to the various methods:
Ranks
Projects PBP ARR IRR NPV (10%) NPV (30%)
A 1 4 4 4 4
B 2 2 2 3 2
C 3 1 3 1 3
D 1 3 1 2 1

(b) Payback and ARR theoretically unsound method for choosing between the investment projects. Between
the two time-adjusted (DCF) investment criteria, NPV and IRR, NPV gives consistent results. If the projects
are independent (and there is no capital rationing), either IRR or NPV can be used since the same set of
projects will be accepted by any of the methods. In the present case, except projects A all the three projects
should be accepted if the discount rate is 10%. Only projects B and D should be undertaken if the discount
rate is 30%.

If it is assumed that the projects are mutually exclusive, then under the assumption of 30% discount rate,
the choice is between B and D (A and C are unprofitable). Both criteria IRR and NPV give the same results, D
is the best. Under the assumption of 10% discount rate, ranking according to IRR and NPV conflict (except
for project A). If the IRR rule is followed, project D should be accepted. But the NPV rule tells that project C
is the best. The NPV rule generally gives consistent results in conformity with the wealth maximization
principle. Therefore, project C should be accepted following the NPV rule.

Solution 22:
Particulars Z
Additional Income (Saving in Materials Waste) 50,000
Less: Additional Depreciation on new Machine = (%) 20,000
Additional Profit before Tax 30,000
Less: Tax thereon at 50% 15,000
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PVCO =( 32,00,000 )

Profit After Tax 15,000
Add: Depreciation 20,000
Cash Flow After Taxes 35,000
Annuity Factor for 10 years at 10% 6.1446
Discounted Cash Inflows (PVCI) (% 35,000 x 6.1446) 2,15,061
Less: Initial Investment (PVCO) 2,00,000
Net Present Value (PVCI — PVCO) 15,061

p| = YL _ 215061 1.075

Decision: Since NPV > 0 and PI > 1, the Company may purchase the New Machinery.

IMPORTANT NOTE: In case of uniform CFAT, use Annuity Factors. In case of differential CFAT, use PV Factors.
NPV and PI generally give the same accept reject decision.

Solution 23:
Project Outflow ¥ 2,00,000
Year 1) 2(® 3(3) 41 5(3)
Profit after depreciation but
before tax 85,000 | 1,00,000 | 80,000 80,000 40,000
Less: Tax (30%) (25,500) | (30,000) | (24,000) | (24,000) | (12,000)
PAT 59,500 70,000 56,000 56,000 28,000 | Average=% 53,900
Add: Depreciation 40,000 40,000 40,000 40,000 40,000
Net Cash Inflow 99,500 1,710,000 96,000 96,000 68,000 [ Average=% 93,900
(i) Calculation of payback period 1.91 years
(i) Calculation of ARR
Average Investment = w =% 1,00,000
ARR= Average of profit after tax/average investment = ;5030938)0 =53.90%
iii) Calculation of net present value 10%
Net Cash 99,500. | 1,10,000.0
Inflow 00 0 96,000.00 | 96,000.00 | 68,000.00
0.909 0.826 0.751 0.683 0.621
90,445. 3,61,197
Present value | 50 90,860.00 | 72,096.00 | 65,568.00 | 42,228.00 | .50
Net present value =¥ 3,61,197.50 - ¥ 2,00,000=% 1,61,197.50
Net present value index= Rs 1,61,197.50/3 2,00,000 =0.81
() Caloulation of IRR = Lrtiteiefactu e ot - 200 5 13
It lies in between 38% and 40%
Net Cash inflows 99,500.00 1,10,000 96,000.00 | 96,000.00 | 68,000.00
Present value factor
@38% 0.725 0.525 0.381 0.276 0.200
Present value @ 38% Total =
(P1) 72,137.50 | 57,750.00 | 36,576.00 | 26,496.00 | 13,600.00 | 2,06,559.50
Net Cash inflows 99,500.00 | 1,10,000.00 | 96,000.00 | 96,000.00 | 68,000.00
Present value factor
@ 40% 0.714 0.51 0.364 0.260 0.186
Present value @ 40%
(P2) 71,043 56,100 34,944 24,960 12,648 | Total = 1,99,695
IRR is calculated by Interpolation:
IRR= 38+ (2,06,556‘;.55509;51(?99,695) x 2% =39.91%
Solution 24:
(i) Projects Cumulative Cash Inflows
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Years A B C D
1 6,000 2,500 1,500 0
2 8,000 5,000 4,000 0
3 10,000 10,000 4,500 3,000
4 22,000 17,500 9,500 9,000
Initial Cash Outflows
A B C D
0 (10,000) (10,000) (3,500) (3,000)
2,000 _
Pay Back Period | 3 Years 3 Years 1Yr+ 2550 = 1.8 Years 3 Years
() If standard payback is 2 years, Project C is the only acceptable project. But if standard payback

period is 3 years, all the four projects are acceptable. However, as the projects are mutually
exclusive, only one project is to be chosen which has the earliest payback period; hence, Project C
is acceptable.

(i) & (iv) Computation of Discounted payback Period & NPV

Tim | PV.
e F A B C D
Amt Cumu. | Amt Cumu | Am Cum | Am Cum.
. PV PV. . PV .P.V. t. PV. | uPV. t. P.V. P.V.
(10, | (10, (10, | (10, (35135 (301 (30
0 1 000) | 000) - 000) | 000) - 00) | 00) - 00) | 00) -
(10, (10, (3,5 (3,0
(A) 000) 000) 00) 00) -
0.90 | 6,00 | 545 2,50 | 2,27 1,5 |13
1 91 0 5 5455 | 0 3 2,273 | 00 64 1,364 | O 0 0
0.82 | 2,00 | 1,65 2,50 | 2,06 25 120
2 62 0 2 7107 | O 6 4,339 | 00 66 3430 (O 0 0
0.75 12,00 | 1,50 5,00 | 3,75 30 |22
3 13 0 3 8,610 | O 7 8,096 | 500 | 376 | 3,806 | 00 54 2,254
0.68 | 12,0 | 819 (16,80 | 750 | 512 | 13,21 50 |34 6,0 |40
4 3 00 6 6 0 3 9 00 15 7,221 | 00 98 6,352
16,8 13,2 7,2 6,3
(B) 06 19 21 52
NPV (B - 6,80 3,21 3,7 3,3
A) 6 9 21 52
Discounted
PBP A B C D
3 Years + %= 3 Years + % = | 2Years + % = 3 Years + J)ng=
3.17 Years 3.37 Years 2.19 Years 3.18 Years

If standard discounted payback period is 2 years, no project is acceptable on discounted payback period
criterion.

If standard discounted payback is 3 years, Project ‘C’ is acceptable on discounted payback period criterion.
According to NPV Technique Project A is the best. Project A is acceptable under the NPV method. The NPV
method gives a better mutually exclusive choice than Pl method. The NPV method guarantees the choice of
the best alternative.

Solution 25:
Statement showing the computation of present value of cash flows:
Net Cash Flows Present discounted value @
Year Z 11% 12% 13% 14% 15%
1 70,000 63,063 62,503 61,950 61,390 60,872
2 1,00,000 81,160 79,720 78,310 76,950 75,610
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3 1,30,000 95,056 92,534 90,103 87,750 86,775
4 90,000 59,283 57,195 55,197 53,289 51,462
5 60,000 35,610 34,044 32,568 31,164 29,832

Total 3,34172 3,25,996 3,18,128 3,10,543 3,04,551

Note: Cash Flows in years 1 to 4 is the cash profit before depreciation and after tax. In the fifth year, the
amount also includes ¥ 5,500 the expected scrap value and ¥ 40,000, the working capital to be released (R
14,500 + ¥ 5,500 + ¥ 40,000 =% 60,000). At 14% the inflows are almost equal to the outflow. The project hence

yields 14%.

Solution 26:
Computation of NPV (at 12%)
Particulars 1 2 3 4 5

CFBT 160 160 180 180 150
Less: Depreciation (20%) (80) (64) (51.2) (40.96) | (163.84)
EBT 80 96 128.8 139.04 (13.84)
Less: Tax (50%) (40) (48) (64.4) (69.52) 6.92
CFAT 120 112 115.60 110.48 156.92
P.V. Factor 0.89 0.80 0.71 0.64 0.57
PVCI 106.8 89.6 82.076 70.707 89.444

PVCI = 438.62

PVCO =400

NPV = 38.62

Computation of NPV (at 15%)
NPV = [(120 x 0.862) + (112 x 0.74) + (115.60 x 0.64) + (110.48 x 0.55) + (156.92 x 0.48)] — 400
=396.15 — 400 = ¥ (3.85)

IRR = 12% + 4% x—>22 = 15.63%

Solution 27:
1. Cost of Project M
At 15% I.R.R., the sum total of cash inflows = Cost of the project i.e. Initial cash outlay given:

Annual cost saving ¥ 40,000
Useful life 4 years
I.R.R. 15%

Now, considering the discount factor table @ 15% cumulative present value of cash inflows for 4 years is
2.885

Therefore,

Total of cash inflows for 4 years for Project M is (¥ 40,000 x 2.855)
Hence, cost of the project is

31,14,200
31,714,200

2. Payback Period of the Project M
Payback Period = Cost of the project

Annual cost saving

_ X1,14,200 _ )
= 20,000 = 2.855 or 2 years 11 months approximately.

3. Cost of Capital
If the profitability index (PI) is 1, cash inflows and outflows would be equal. In this case, (Pl) is 1.064.

Profitability Index (PI) Dlsgz:‘:z;‘i}i:;};zg i‘;ws
1.064

Discounted cash inflows
31,14,200

1.064 x3 1,14,200

Hence, Discounted cash inflows =¥ 1,21,509

¥1,21,509
Since, Annual cost saving is ¥ 40,000. Hence, cumulative discount factor for 4 years

- 121,509 = 3.037725 or 3.038

40,000
Considering the discount factor table at a discount rate of 12%, the cumulative discount factor for 4 years is
3.038.
Hence, the cost of capital is 12%.
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4. Net present value of the project

x4111 =%

N.PV. = Total present values of cash inflows — Cost of the project
= %1,21,509 -3 1,14,200 = %7309

Solution 28:

1. Present value of 6 instalments = Annual Instalment x Annuity Factor at 12% = %:‘yl:igo

4,21,378

2. Present value of lump sum payment = Given =¥ 5,00,000

3. Conclusion: Instalment Option preferable, since PV of Outflows is lower.
Solution 29:
Statement of Operating Profit from processing of waste (% in lakh)
Year 1 2 3 4
Sales :(A) 966 | 966 | 1,254 | 1,254
Material consumption 90 | 120 | 255 | 255
Wages 180 [ 195 | 255 | 300
Other expenses 120 1 135 ] 162 | 210
Factory overheads (insurance only) 90 | 90 | 90 90
Loss of rent on storage space (opportunity cost) 30 | 30 30 30
Interest @14% 84 | 63 42 21
Depreciation (as per income tax rules) 150 | 114 | 84 63
Total cost: (B) 744 | 747 | 918 | 969
Profit (C)=(A)-(B) 222 | 219 | 336 | 285
Tax (30%) 66.6 | 65.7[100.8| 85.5
Profit after Tax (PAT) 155.4|153.3| 235.2] 199.5
Statement of Incremental Cash Flows (% in lakh)
Year 0 1 2 3 4
Material stock (60) (105) - - 165
Compensation for contract (90) - - - -
Contract payment saved - 150 150 150 150
Tax on contract payment - (45) (45) (45) (45)
Incremental profit - 222 219 336 285
Depreciation added back - 150 114 84 63
Tax on profits - (66.6) (65.7) |[(100.8)| (85.5)
Loan repayment - (150) (150) (150) (150)
Profit on sale of machinery (net) - - - - 15
Total incremental cash flows (150) 155.4 222.3 274.2 397.5
Present value factor 1.00 0.877 0.769 0.674 0.592
Present value of cash flows (150) 136.28 170.95 ]1184.81| 235.32
Net present value 577.36

Advice: Since the net present value of cash flows is ¥ 577.36 lakh which is positive the management should

install the machine for processing the waste.

Solution 31:
Statement Showing the Evaluation of Two Machines
Particulars Machine ‘X’ Machine ‘Y’
(i) Purchase Cost ¥ 15,00,000 7 10,00,000
(i) [Life of Machine 3 years 2 years
(iii) [Running Cost of Machine per year ¥ 4,00,000 ¥ 6,00,000
(iv) |PVIFA (0.09, 3) 2.531
PVIFA (0.09, 2) 1.759
(v) [PV of Running Cost of Machine 10,712,400, % 10,55,400
(i) x (iv)}
(vi) [Cash outflows of Machine {(i) + (v)} ¥ 25,12,400 ¥ 20,55,400
(vii) [Equivalent PV of Annual Cash outflow 79,92,651 7 11,68,505
{(vi)/(iv)}
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Recommendation: Ae Bee Cee Ltd. should buy Machine ‘X’ since equivalent

annual cash outflow is less than that of Machine ‘Y’.

Solution 32:
Computation of Initial Cash Outflows: (0 Period)

Cost of Equipment ¥ 6,00,000
(+) Net Working Capital 280,000
Initial Cash Outflows $6,80,000

Computation of Present Value of Cash Inflows(In )

Particulars 1 2 3 4 5
Cash Inflows Before Tax (C.F.B.T.) (A) 2,40,000 2,75,000 2,10,000 1,80,000 1,60,000
Less: Depreciation (% 6,00,000/5) (1,20,000) | (1,20,000) | (1,20,000) | (1,20,000) | (1,20,000)
Profits before Tax (PBT) (1,20,000) 1,55,000 90,000 60,000 40,000
Tax Liability (35%) (B) (42,000) (54,250) (31,500) (21,000) (14,000)
C.FAT. (A) - (B) 1,98,000 2,20,750 1,78,500 1,59,000 1,46,000
P.V. Factor (12%) 0.8929 0.7972 0.7118 0.6355 0.5674
Present Value Cash Inflows 1,76,794 1,75,982 1,27,056 1,01,045 82,840

Terminal Value (Year 5) (80,000x0.5674) = 45,392

(1) Payback Period(In %)

Years Cash Inflows Cumulative Cash Inflows
1 1,98,000 1,98,000
2 2,20,750 4,18,750
3 1,78,500 5,97,250
4 1,59,000 7,56,250

382,750
%1,59,000

Payback Period = 3 years + x 1 year = 3.52 years

2) Discounted Payback Period(In )

Years Present Value of Cash Inflows Cumulative Present Value of Cash Inflows
1 1,76,794 1,76,794
2 1,75,982 3,52,776
3 1,27,056 4,79,832
4 1,01,045 5,80,877
5 82,840 + 45,392 = 1,28,232 7,09,109

399,123

Discounted Payback Period = 4 years + 126232

= 4,773 years

(3) Net Present Value

N.P\V. = Present Value of Cash Inflows — Present Value of Cash Outflows

=%7,09,109-% 6,80,000=% 29,109

(4) LR.R.
Years | P.V. Factor (15%) Cash Inflows Present Value of Cash Inflows
1 0.8696 1,98,000 1,72,181
2 0.7561 2,20,750 1,66,909
3 0.6575 1,78,500 1,17,364
4 0.5718 1,59,000 90,916
5 0.4972 2,26,000 1,12,367
Present Value of Cash Inflows 6,59,737

N.P.V. at 15% Cost of Capital = ¥ 6,59,737 — ¥ 6,80,000 = (% 20,263)

Discount Rate N.PV.
12% 729,109
15% (% 20,263)
I.LRR. = 12% +—~2219 x 3%

349,372
=13.77%
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Solution 34:
A hospital is considering to purchase
Analysis of Investment Decisions

Determination of Cash inflows

Situation-(i)
Commission
Income before

Situation-(ii)
Commission
Income after

taxes taxes
Cash flow up-to 7w year:
Sales Revenue 40,000 40,000
Less: Operating Cost (7,500) (7,500)
32,500 32,500
Less: Depreciation (80,000 - 6,000) = 8 (9,250) (9,250)
Net Income 23,250 23,250
Tax @ 30% (6,975) (6,975)
Earnings after Tax (EAT) 16,275 16,275
Add: Depreciation 9,250 9,250
Cash inflow after tax per annum 25,525 25,525
Less: Loss of Commission Income (8,400) (12,000)
Net Cash inflow after tax per annum 17,125 13,525
In 8 Year.
Net Cash inflow after tax 17,125 13,525
Add: Salvage Value of Machine 6,000 6,000
Net Cash inflow in year 8 23,125 19,525
Calculation of Net Present Value (NPV) and Profitability Index (PI)
Situation-(i) Situation-(ii)
PV [Commission [Commission
Particulars factor
@10% Income before Income after
taxes] taxes]
A Present value of cash inflows (1st 4.867 83,347.38 65,826.18
' (17,125 x 4.867) (13,525 x 4.867)
to 7w year)
5 Present value of cash inflow at 8t 0.467 10,799.38 9,118.18
' (23,125 x 0.467) (19,525 x 0.467)
year
C | PV of cash inflows 94,146.76 74,944 .36
D | Less: Cash Outflow 1.00 (80,000) (80,000)
E | Net Present Value (NPV) 14,146.76 (5,055.64)
F | PI=(C+D) 1.18 0.94

Recommendation: The hospital may consider purchasing of diagnostic machine in situation

(i) where commission income is 12,000 before tax as NPV is positive and Pl is also greater than 1.

Contrary to situation (i), in situation (ii) where the commission income is net of tax, the

recommendation is reversed to not purchase the machine as NPV is negative and PI is also less

than 1.
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Solution 37:
Calculation of Net

Cash flows

Contribution = (400 - 375) ¥ 80,000 = ¥ 20,00,000
Fixed costs = 10,40,000 - [(40,00,000 - 5,00,000)/5] = ¥ 3,40,000

Year Capital (¥)Contribution (%) Fixed costs (F)|Promotion (¥) Net cash flow (%)
0 (32,00,000) (32,00,000
1 (8,00,000) 20,00,000 (3,40,000) (1,25,000 7,35,000
2 20,00,000 (3,40,000) (1,75,000 14,85,000
3 20,00,000 (3,40,000) 16,60,000
4 20,00,000 (3,40,000) 16,60,000
5 5,00,000 20,00,000 (3,40,000) 21,60,000
Calculation of Net Present Value
Year Net cash flow (%) | 12% discount factor |Present value (%)
0 (32,00,000) 1.000 (32,00,000)
1 7,35,000 0.893 6,56,355
2 14,85,000 0.797 11,83,545
3 16,60,000 0.712 11,81,920
4 16,60,000 0.636 10,55,760
5 21,60,000 0.567 12,24,720
21,02,300
The net present value of the project is ¥21,02,300.
Solution 38:
1. Computation of CFAT from the projects
Particulars Machine - | Machine - Il
Annual Income before Tax and Depreciation ¥ 3,45,000 ¥ 4,55,000
Less: Depreciation = =2l eerne—tawate Lane <o =%.2,00,000 ~ e =% 2,50,000
PBT 3 1,45,000 ¥ 2,05,000
Less: Tax at 30% T 43,500 61,500
PAT ¥1,01,500 ¥ 1,43,500
CFAT = PAT + Depreciation ¥ 3,01,500 ¥ 3,93,500
2. Computation of NPV (at 12% Cost of Capital) and Cumulative DCFAT(In ¥)
Year | PVF at12% Machine - | Machine - Il
CFAT PV CumulativePV CFAT PV CumulativePV
1 0.893 3,01,500 | 2,69,240 2,69,240 3,93,500 3,51,396 3,51,396
2 0.797 3,01,500 | 2,40,296 5,09,536 3,93,500 3,13,619 6,65,016
3 0.712 3,01,500 | 2,14,668 7,24,204 3,93,500 2,80,172 9,45,188
4 0.636 3,01,500 | 1,91,754 9,15,958 3,93,500 2,50,266 11,95,454
5 0.567 3,01,500 | 1,70,951 10,86,909 3,93,500 2,23,115 14,18,569
6 0.507 Nil Nil NA 3,93,500 1,99,505 16,18,074
Total PVCI 10,86,909 16,18,074
Less: Initial Investment (PVCO) [ 10,00,000 15,00,000
Net Present value 86,909 1,18,074

Note: Since discounted payback period is to be calculated, cumulative PV should be computed at the end of

the year.

3. Discounted Payback Period

Machine |

Discounted Payback Period = 4 + £1%2

Machine

Discounted Payback Period = 5

0,000—39,15,958)

+ (%15,00,000—314,18,569)

%1,70,951

%1,99,505

=4.49 years

= 5.41 years
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4. Internal Rate of Return
Machine |

Internal Rate of Return = 12% +

386,909

[386,909—% 12,889]

Machine 1l
Internal Rate of Return = 12% +

31,18,074

[31,18,074—(—350,346)]

5. Decision/Project Choice

x (16% — 12%) = 15.48%

x (16% — 12%) = 14.80%

Criterion Machine | Machine Il Preference
NPV at 12% cost of capital 786,909 ¥1,18,074 Machine Il
IRR 15.48% 14.80% Machine Il
Discounted payback period 4 years 6 months 5 years 5 months Machine I
Equivalent Annual Flows % =% 24108 % =%28,714 | Machinell

In this case, Machine | and Il have differential lives and hence Equivalent Annual Flow Method will be a better

method for project ranking. Equivalent Annual Flows from the project =

Solution 39:
Working Notes:

NPV

Annuity Factor at 12% for Project Life Years

Depreciation on Machine X = 15()5& =¥ 30,000
Depreciation on Machine Y = L:OO =3 40,000
Particulars Machine X (%) Machine Y (%)

Annual Savings:
Wages 90,000 1,20,000
Scrap 10,000 15,000
Total Savings (A) 1,00,000 1,35,000
Annual Estimated Cash Cost:
Indirect Material 6,000 8,000
Supervision 12,000 16,000
Maintenance 7,000 11,000
Total Cash Cost (B) 25,000 35,000
Annual Cash Savings (A-B) 75,000 1,00,000
Less: Depreciation 30,000 40,000
Annual Savings Before Tax 45,000 60,000
Less: Tax @ 30% 13,500 18,000
Annual Savings/Profit (After Tax) 31,500 42,000
Add: Depreciation 30,000 40,000
Annual Cash Inflows

Evaluation of Alternatives

(i)  Average Rate of Return Method (ARR)

Average Annual Net Savings
ARR = g g
Average Investment

Machine X

Machine Y

_ 42,000
120,000

_ 31,500 _ amo
= 5000 X 100 =42%

x 100 = 35%

Decision: Machine X is better.
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[Note: ARR can be computed alternatively taking initial investment as the basis for computation (ARR =
Average Annual Net Income/Initial Investment). The value of ARR for Machines X and Y would then change
accordingly as 21% and 17.5% respectively]

(i)  Present Value Index Method

Present Value = Annual Cash Inflow x P.V. Factor @ 10%
Machine X = 61,500 x 3.79
= ¥ 2,33,085
Machine Y = 82,000 x 4.354
= ¥3,57,028
Present Value
P.V. Index = “Investment
Machine X = %gﬁg =1.5539
. 3,57,028
MachineY = 520000 - 1,487
Solution 40:
(i) _Net Present Value at different discounting rates
Project 0% (%) 10% () 15% () 30% (%) 40% (%)
C 8000 4139 2654 -632 -2158
{2000 + 4000 | {2000 x 0.909 {2000 x {2000 x {2000 x
+ 12000 - + 4000 x 0.8696 + 4000 | 0.7692 + 4000 | 0.7143 + 4000
10000} 0.8264 + x 0.7561 + x 0.5917 + x0.5102 +
12000 x 12000 x 12000 x 12000 x
0.7513 - 0.6575- 0.4552 - 0.3644 -
10000} 10,000} 10,000} 10,000}
Ranking I | Il Il Il
D 6000 3823 2937 833 -233
{10000 + 3000 {10000 x {10000 x {10000 x {10000 x
+ 3000 - 0.909 + 3000 x | 0.8696 + 3000 | 0.7692 + 3000 | 0.7143 + 3000
10000} 0.8264 + 3000 x 0.7561 + x 0.5917 + x 0.5102 +
x 0.7513 - 3000 x 0.6575 | 3000 x 0.4552 | 3000 x 0.3644
10000} - 10,000} - 10,000} - 10,000}

The conflict in ranking arises because of skewness in cash flows. In the case of Project C cash flows occur
later in the life and in the case of Project D, cash flows are skewed towards the beginning.

At lower discount rate, project C's NPV will be higher than that of project D. As the discount rate increases,
Project C's NPV will fall at a faster rate, due to compounding effect.

After break even discount rate, Project D has higher NPV as well as higher IRR.

(i) If the opportunity cost of funds is 10%, project C should be accepted because the firm’'s wealth will increase
by %316 (4,139 -3 3,823).
The following statement of incremental analysis will substantiate the above point.

Project Cash Flows (%) NPV @ 10% (%) IRR 12.5%
Cco C1 C2 Cc3
CD 0 8,000 | 1,000 | 9,000 316 0

{- 8000 x 0.909 + | {- 8000 x 0.88884
1000 x 0.8264 + | + 1000 x 0.7898 +
9000 x 0.7513} 9000 x 0.7019}

Hence, the project C should be accepted, when opportunity cost of funds is 10%.

Solution 41:
1. Computation of NPV(In ¥ 000s)

www.canitinguru.com | @canitinguru 6.16


https://www.canitinguru.com/
https://t.me/canitinguru

Chapter 6 - Investment Decisions

Yea
rs PVF PVF Project A Project B
PVF
PVCI PVCI PVCI | PVCI at at PVCI at
10% 20% CFAT | at10% | at20% | CFAT | at10% 20% 27% 27%
1 0.91 0.83 85 77.35 70.55 | 480.00 | 436.80 | 398.40 | 0.79 | 379.20
2 0.83 0.69 200 166.00 | 138.00 | 100.00 | 83.00 69.00 0.62 62.00
3 0.75 0.58 240 180.00 | 139.20 | 70.00 52.50 40.60 0.49 34.30
4 0.68 0.48 220 149.60 | 105.60 | 30.00 20.40 14.40 0.38 11.4
5 0.62 0.41 70 43.40 28.70 20.00 12.40 8.20 0.30 6.00
Total PVCI 616.35 | 482.05 605.10 | 530.60 492.90
Less: Initial Investment (PVCO) 500.00 | 500.00 500.00 500 500
NPV 116.35 | (17.95) 105.10 | 30.60 (7.10)
2. ProjectA:
1m0 116.35 _ o
IRR =10% +—[116.35_(_17.95)] x 10 = 18.66%
Project B:
_ ano0 105.10 _ o
IRR=10% +mx 17 =25.92%
3. Decision:
Particulars Project A Project B Preference
NPV at K, (i.e. 10%) 116.35 105.10 Project A
IRR 18.66% 25.92% Project B

In case of inconsistency in ranking based on NPV and IRR, NPV-based decision-making is preferable. So, in
this case, project A is preferable due to higher NPV.

Soluti

on 42:

Option I: Purchase Machinery and Service Part at the end of Year 1.
Net Present value of cash flow @ 10% per annum discount rate.

NVP (in ¥) = - 1,00,000 +

-1,00,000 + 36,000 (0.9091 + 0.8264 + 0.7513) — (20,000 x 0.9091) + (25,000 x 0.7513)
-1,00,000 + (36,000 x 2.4868) — 18,182 + 18,782.5
-1,00,000 + 89,524.8 — 18,182 + 18,782.5
=-9,874.7

NPV

36,000 3

6,000

36,000

20,000 ,

25,000

(1.1)

+

(1.1)2

(1.1)3

an

(1.1)3

Since, Net Present Value is negative; therefore, this option is not to be considered.
If Supplier gives a discount of ¥ 10,000 then,
NPV (in %) =+ 10,000 - 9,874.7 = + 125.3

In this case, Net Present Value is positive but very small; therefore, this option may not be advisable.
Option II: Purchase Machinery and Replace Part at the end of Year 2.

NVP (in %) = - 1,00,000 +

-1,00,000+ 36,000 (0.9091 + 0.8264 + 0.7513) - (30,800 x 0.8264) + (54,000 x 0.6830)
-1,00,000 + 36,000 (2.4868) — 25,453.12 + 36,882
-1,00,000 + 89,524.8 — 25,453.12 + 36,882

NPV

Net Present Value is positive, but very low as compared to the investment.

36,000

+

36,000

36,000 _

30,800

54,000

=+ 953.68

1.1

1.1)2

(1.3

(1.1)2

If the Supplier gives a discount of ¥ 10,000, then
NPV (in¥) = 10,000 + 953.68 = 10,953.68
Decision: Option Il is worth investing as the net present value is positive and higher as compared to Option I.

(1.1)4

Solution 43:
(i) Project Initial Net Cash Outflow
Particulars 3
Purchase Price of system 2,00,000
(+) Installation Cost 50,000
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| 2,50,000
(i) (a) Project Terminal Cash Inflows 3
Scrap Value of Computer 0
(b) Project operating cash Inflows
Particulars 3
Saving in annual salaries of Clerical Staff (Z 15,000 x 10) 1,50,000
Add: Saving from reduced production delays 8,000
Add: Saving from lost sales due to inventory stock out 12,000
Add: Saving due to timely billing procedures 3,000
Gross Saving 1,73,000
Less: Annual salaries of two computer specialists (80,000)
Less: Annual maintenance and operating (cash) expenses (12,000)
C.FB.T. (1) 81,000
Less: Depreciation (% 2,50,000/5) (50,000)
PB.T. 31,000
Tax liability (2) 12,400
CFEAT (1) -(2) 68,600
Statement showing evaluation of proposal(in ¥)
Particulars Time Present value factor Amount Present value
Cash Outflows:
Cost of Machine 0 1 2,50,000 2,50,000
2,50,000
Cash Inflows:
C.FAT. 1-5 3.605 68,600 2,47,303
2,47,303
Net Present Value (2,697)

2,47,303

(iv) Profitability Index =~ 550,000

=0.989

250,000 _
(v) Pay Back Period = Tescoo - S-64years

(vi) (a) Cash outflows (0 Period) =¥ 2,50,000
(b) Cash inflows = CFAT (1-5) = % 68,600

(c) Terminal value

Particulars (5 Period) (In )

S.P.(1) 25,000
W.D.V. 0
Capital gain 25,000
Tax rate 40%
Less: Tax Liability (2) 10,000

Terminal value (1) - (2) 15,000

(d) Statement showing Evaluation of Proposal(In )
Present
Particulars Time | Present value factor Amount value

Cash Outflows:
Cost of machine 0 1 2,50,000 2,50,000
Present Value of Cash
Outflows (A) 2,50,000
Cash Inflows:
CFAT 1-5 3.605 68,600 2,47,303
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Terminal Value 5 0.567 15,000 8,505
Present Value of Cash
Inflows (B) 2,55,808
Net Present Value (B) -
(A) 5,808
(vii) (a) Cash Outflows = 0 period = ¥ 2,50,000
(b) Cash Inflows CFAT
Particulars (1-5) (In¥)
C.FB.T (1) 81,000
Less: Depreciation 46,000
PB.T. 35,000
Tax rate 40%
Tax Liability (2) 14,000
CFAT (1) - (2) 67,000
(c) Terminal Value
Particulars (Yr5) (In¥%)
S.P.(1) 0
() WbV 20,000
Capital Loss: (20,000)
Tax rate 40%
Tax Saving (2) 8,000
Terminal Value {(1) + (2)} 8,000
(d) Statement showing evaluation of Proposal(In ¥)
Particulars Time [ Present value factor Amount Present value
Cash Outflows:
Cost of machine 0 1 2,50,000 2,50,000
Present Value of Cash
Outflows (A) 2,50,000
Cash Inflows:
CFAT 1-5 3.605 67,000 2,41,535
Terminal Value 5 0.567 8,000 4,536
Present Value of Cash
Inflows (B) 2,46,071
Net Present Value (B) -
(A) (3,929)
Solution 45:
Gross electricity gene = 25 lakhs unit p.a.
Free commitment (4%) =1 lakh unit p.a.
Net chargeable electricity generate = 24 lakhs unit p.a.
Computation of Annual Cash Flow
Period | Rate per unit | Revenue | Maintenanc | Profit Before | Tax @ Profit after
® ®) e cost (%) Tax (%) 50%(%) Tax %)
(A) (B) (C)= (A)-(B) (D) (C)-(D)
1 2.25 54,00,000 4,00,000 50,00,000 | 25,00,000 | 25,00,000
2 2.50 60,00,000 6,00,000 54,00,000 | 27,00,000 [ 27,00,000
3 2.75 66,00,000 8,00,000 58,00,000 | 29,00,000 [ 29,00,000
4 3.00 72,00,000 10,00,000 62,00,000 | 31,00,000 [ 31,00,000
5 3.25 78,00,000 12,00,000 66,00,000 | 33,00,000 [ 33,00,000
6 3.50 84,00,000 14,00,000 70,00,000 | 35,00,000 | 35,00,000
7 3.75 90,00,000 16,00,000 74,00,000 | 37,00,000 | 37,00,000
8 4.25 102,00,000 | 18,00,000 84,00,000 | 42,00,000 [ 42,00,000
9 4.75 114,00,000 | 20,00,000 94,00,000 | 47,00,000 | 47,00,000
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[ 10 | 5.25 | 126,00,000 [ 22,00,000 | 104,00,000 [ 52,00,000 [ 52,00,000 |
Computation of Net Present Value
Period | Annual Subsidy Tax Benefit Sale | Total Cash | PVF PV
Cash ® on Machine of Inflow @15%
Flow (%) Depreciation | Land
9] Q) Q)
1 25,00,000 [ 25,00,000 | 140,00,000 - 1,90,00,000 | 0.87 | 165,30,000
2 27,00,000 - - - 27,00,000 | 0.756 | 20,41,200
3 29,00,000 - - - 29,00,000 [ 0.658 [ 19,08,200
4 31,00,000 - - - 31,00,000 | 0.572 | 17,73,200
5 33,00,000 - - - 33,00,000 | 0.497 | 16,40,100
6 35,00,000 - - - 35,00,000 | 0.432 | 15,12,000
7 37,00,000 - - - 37,00,000 | 0.376 | 13,91,200
8 42,00,000 - - - 42,00,000 | 0.327 | 13,73,400
9 47,00,000 - - - 47,00,000 | 0.284 | 13,34,800
10 52,00,000 - - 90,00, | 142,00,000 | 0.247 | 35,07,400
000
Total Present Value of Cash Inflows 3,30,11,500
Less: Initial Outlay 3,10,00,000
Net Present Value 20,11,500
The proposed project has NPV of ¥ 20,11,500 and is viable to undertake.
Solution 46:
Statement showing evaluation of replacement proposal (% in Lakhs)
Particulars Time PV Factor Amount Present value
Cash Outflows:
Cost of new computer 35
Less: Scrap of old drawing office &
equipment furniture (9)
Net Cost of replacement 0 1 26 26
PV. of C.O. 26
Cash Inflows:
Incremental CFAT 1-6 4.018 2.5 10.27
Tax Saving on depreciation 1 0.892 17.5 15.6
Terminal Value 6 0.506 1.0 0.506
26.386
26.386 — 26 =
Net Present Value 0.386
Computation of Incremental CFAT (% in Lakhs)
Particulars 1-6 Years
Savings in operating cost 12
Less: Operating maintenance cost of computer (7)
Incremental CFBT 5
Less: Tax 50% 2.5
Incremental CFAT Excluding tax savings on depreciation 2.5

Depreciation 35
Tax rate 50%
Tax savings on Depreciation 17.5
Solution 48:

Workings:

Calculation of Depreciation:

Rs 1,40,000 - Rs 30,000

On Modernized Equipment =

=Rs 22,000 p.a.

5 years
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Rs 3,50,000 - Rs 60,000

On New Machine = S5ears =Rs 58,000 p.a.
(i) Calculation of Incremental annual cash inflows/ savings:
Particulars Existing Modernization New Machine
Equipment | Amount (Rs) [Savings (Rs) Amount (Rs) [Savings (Rs)
(Rs)
) (2) (3)=(1)-(2) (4) (5)=(1)-(4)
Wages & Salaries 45,000 35,500 9,500 15,000 30,000
Supervision 20,000 10,000 10,000 7,000 13,000
Maintenance 25,000 5,000 20,000 2,500 22,500
Power 30,000 20,000 10,000 15,000 15,000
Total 1,20,000 70,500 49,500 39,500 80,500
Less: Depreciation 22,000 58,000
(Refer Workings)
Total Savings 27,500 22,500
Less: Tax @ 50% 13,750 11,250
After Tax Savings 13,750 11,250
Add: Depreciation 22,000 58,000
Incremental Annual 35,750 69,250
Cash Inflows
i) Calculation of Net Present Value (NPV)
Particulars Year| Modernization (Rs) New Machine (Rs)
Initial Cash outflow (A) 0 1,40,000.00 3,50,000.00
Incremental Cash Inflows 1-5 1,35,492.50 2,62,457.50
(Rs 35,750 x 3.790) (Rs 69,250 x 3.790)
Salvage value 5 18,630.00 37,260.00
(Rs 30,000 x 0.621) (Rs 60,000 x 0.621)
PV of Cash inflows (B) 1,54,122.50 2,99,717.50
Net Present Value (B - A) 14,122.50 (50,282.50)

Advise: The company should modernize its existing equipment and not buy a new machine because NPV is
positive in modernization of equipment.

Solution 49:
1. Initial Investment
Testing Charges
= $9,00,000 + % 30,000 +% 60,000 +¥ 90,000 =% 10,80,000.

Machine Purchase price + Modification charges + Installation Charges +

2. Salvage Value = 1,80,000

3. Life = 3 years

4. Depreciation p.a. = m'go’goyoejsl'so'ooo =¥ 3,00,000 (same as charged in P&L Account given in

Question).
5. Computation of CFAT p.a. and NPV:(In %)
Particulars Year | Year Il Year lll

Sales 10,00,000 20,00,000 8,00,000
Less: Relevant Costs:
Materials and Labour (4,00,000) (7,50,000) (3,50,000)
Rent Expense (50,000) (50,000) (50,000)
Depreciation (3,00,000) (3,00,000) (3,00,000)
Rent Income foregone (37,500) (37,500) (37,500)
Total Costs 7,87,500 11,37,500 7,37,500
Profit After Tax 2,12,500 8,62,500 62,500
Less: Tax at 50% (1,06,250) (4,31,250) (31,250)
Profit After Tax 1,06,250 4,31,250 31,250
Add: Depreciation 3,00,000 3,00,000 3,00,000
CFAT 4,06,250 7,31,250 3,31,250
Add: Salvage value of Machine - - 1,80,000
PVF at 20% 0.8333 0.6944 0.5787
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Present Value 3,38,528 (a) | 5,07,780(b) | 295,860 (c)
Total Present Value (a) + (b) + (c) 11,42,168
Less: Initial Investment 10,80,000
NPV 62,168

Solution 50:

Statement showing computation of Annual CFAT(In )

Particulars 1 2 3 4 5

Savings in Accommodation Expenses 8,00,000 10,00,000 | 12,00,000 | 14,00,000 16,00,000
Less: Annual Maintenance Cost (1,50,000) | (1,50,000) | (1,50,000) | (1,50,000) (1,50,000)
Add: Saving in Boarding Charges 50,000 50,000 50,000 50,000 50,000
Add: Saving in Executive Training
Programmes 2,00,000 2,00,000 2,00,000 2,00,000 2,00,000
CFBT (1) 9,00,000 11,00,000 | 13,00,000 | 15,00,000 17,00,000
Less: Depreciation 3,00,000 3,00,000 3,00,000 3,00,000 3,00,000
PBT 6,00,000 8,00,000 | 10,00,000 | 12,00,000 14,00,000
Less: Tax (2) 3,00,000 4,00,000 5,00,000 6,00,000 7,00,000
CFAT 6,00,000 7,00,000 8,00,000 9,00,000 10,00,000
PVF 0.87 0.76 0.66 0.57 0.50
PVCI 5,22,000 5,32,000 5,28,000 5,13,000 5,00,000

PVCI =% 25,95,000

NPV =¥ 25,95,000 - ¥ 15,00,000 =¥ 10,95,000

Notes: 1. No other alternative use of land has been given hence it will not be considered for evaluation of
Proposal.

2. Consultants Remuneration, Travel and Conveyance & special allowances will continue to be incurred, hence
is ignored.

Solution 51:
Computation of Annual Cash Flow after Tax

Particulars Year 0 Year 1 Year 2 Year 3 Year 4 Year 5
Savings in Salaries 15,00,000] 15,00,000 | 15,00,000 | 15,00,000 | 15,00,000
Reduction in 3,00,000 [ 3,00,000 3,00,000 3,00,000 3,00,000
Production Delays
Reduction in Lost Sales 2,50,000 [ 2,50,000 2,50,000 2,50,000 2,50,000
Gain due to Timely Billing 2,00,000 [ 2,00,000 2,00,000 2,00,000 2,00,000
Salary to Computer (10,00,000] (10,00,000) | (10,00,000) | (10,00,000) | (10,00,000)
Specialist )
Maintenance and (2,00,000)| (1,80,000) | (1,60,000) | (1,40,000) | (1,20,000)

Operating Cost
(payable in advance)

Depreciation (21 lakhs/5) (4,20,000)] (4,20,000) | (4,20,000) | (4,20,000) | (4,20,000)
Gain Before Tax 6,30,000 | 6,50,000 6,70,000 6,90,000 7,10,000
Less: Tax (30%) 1,89,000 [ 1,95,000 2,01,000 2,07,000 2,13,000
Gain After Tax 441,000 | 4,55,000 4,69,000 4,83,000 4,97,000
,Add: Depreciation 4,20,000 | 4,20,000 4,20,000 4,20,000 4,20,000
Add: Maintenance and 2,00,000 | 1,80,000 1,60,000 1,40,000 1,20,000
Operating Cost (payable

in advance)

Less: Maintenance and [(2,00,000)(1,80,000)| (1,60,000) | (1,40,000) | (1,20,000) -
Operating Cost (payable
in advance)

Net CFAT (2,00,000)| 8,81,000 | 8,95,000 9,09,000 9,23,000 | 10,37,000
Note: Annual cash flows can also be calculated Considering tax shield on depreciation & maintenance and
operating cost. There will be no change in the final cash flows after tax.
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Computation of NPV
Particulars Year | Cash Flows (3) PVF PV ()

Initial Investment (80% of 20 Lacs) 0 16,00,000 1 16,00,000
Installation Expenses 0 1,00,000 1 1,00,000
Instalment of Purchase Price 1 4,00,000 0.870 3,48,000
PV of Outflows (A) 20,48,000
CFAT 0 (2,00,000) 1 (2,00,000)
CFAT 1 8,81,000 0.870 7,66,470
CFAT 2 8,95,000 0.756 6,76,620
CFAT 3 9,09,000 0.658 598,122
CFAT 4 9,23,000 0.572 5,27,956
CFAT 5 10,37,000 0.497 515,389
PV of Inflows (B) 28,84,557
NPV (B-A) 8,36,557
Profitability Index (B/A) 1.408 or 1.41

Evaluation: Since the NPV is positive (i.e. ¥8,36,557) and Profitability Index is also greater than 1 (i.e. 1.41),
Alpha Ltd. may introduce artificial intelligence (Al) while making computers.

Solution 52:
Let the total value of machine necessary for replacement be x.
(a) Statement showing determination of cost of New Machine

Cash Outflows:
Cost of new Machine X
Less: Scrap value of old
machine (5,00,000)
Net cost of replacement 0 1 x — 5,00,000 | x - 5,00,000
PVCO (A) x — 5,00,000
Cash Inflows: 1 0.87 60,000 52,200
CFAT
2 0.76 1,20,000 91,250
3 0.66 1,80,000 1,18,800
4 0.57 2,40,000 1,36,800
5 0.49 3,00,000 1,47,000
0.08 x - 0.268x -
Tax Savings on Depreciation 1-5 3.35 40,000 1,34,000
0.268x +
PVCI (B) 4,12,000
NPV (B — A) 4,53,000
Working Notes:
(i) Computation of Incremental C.F.A.T.
Year 1 2 3 4 5
Incremental capacity 10% 20% 30% 40% 50%
Incremental Production and
sales (kgs.) 10,000 20,000 30,000 40,000 50,000
3 3 3 3 3
Incremental Contribution 1,50,000 3,00,000 4,50,000 6,00,000 7,50,000
Less: Incremental Fixed Cost (50,000) | (1,00,000) | (1,50,000) | (2,00,000) | (2,50,000)
Incremental PBT 1,00,000 2,00,000 3,00,000 4,00,000 5,00,000
Tax @ 40% (40,000) (80,000) (1,20,000) | (1,60,000) | (2,00,000)
Incremental PAT 60,000 1,20,000 1,80,000 2,40,000 3,00,000

Cost of new asset — Scrap Value of old Asset
No.of year

(i) Tax savings on Incremental Depreciation= x Tax Rates

—5,00,000
= xf x 40%

= (0.2x — 1,00,000) x 40%
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= 0.08x — 40,000

NPV = PVCI - PVCO
4,53,000 =

X = 36,27,049

(b) Statement showing computation of N.P.V.

(0.268x + 4,12,000) - (x - 5,00,000)

Particulars Time PVF Amount P.V.
Cash Outflows:
Cost of new Machine 6,27,049
Less: Scrap value of old
machine (5,00,000)
Net Cost of replacement 0 1 1,27,049 1,27,049
PVCO (A) 1,27,049
Cash Inflows:
CFAT 1 0.87 70,164 61,043
2 0.76 1,90,164 1,44,525
3 0.66 3,10,164 2,04,706
PVCI (B) 410,274
NPV 2,83,225
Comment: The filling of Managing Director is correct.
Working Notes:
1. Computation of Annual CFAT
Particulars 1 2 3
Incremental Production (unit) 10,000 30,000 50,000
Contribution R 15 p.u.) 1,50,000 4,50,000 7,50,000
Less: Incremental F.C. (Example:
Depreciation) (50,000) (1,50,000) (2,50,000)
Incremental CFBT 1,00,000 3,00,000 5,00,000
Less: Incremental Depreciation
627049 - 5,00,000 (25,410) (25,410) (25,410)
Incremental PBT 74,590 2,74,590 4,74,590
Less: Tax 40% (29,836) (1,09,836) (1,89,836)
44,754 1,64,754 2,84,754
Add: Depreciation 25,410 25,410 25,410
70,164 1,90,164 3,10,164
Solution 53:
Evaluation of proposal to repair existing machine or buy a new machine for
M/s S. Engineering Company
(i) To repair Existing Machine:
Particulars 3
Present value of after-tax cash outflows
Cost of repairs immediately net of tax 9,500 (50% of ¥ 19,000)
Equivalent annual cost for 5 years(%sff) 2,506
Running and maintenance cost per annum net of tax (50% of ¥
20,000) 10,000
Total net equivalent cash outflows p.a. 12,506
(ii) To buy a New Machine:
Particulars 3
Present value of after-tax cash outflows
Purchase cost of new machine 49,000
Less: Sale Proceeds of old machine 5,000
44,000
Equivalent annual cost for 10 years(%) 7,160
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Tax saving of depreciation (¥ 49,000/10) x 50% (2,450)
Running and maintenance cost p.a. net of tax (50% of ¥ 14,000) 7,000
Total net equivalent cash outflows per annum 11,710

Advise: The Company should go for buying a new machine.

Solution 54:
ABC & Co.
Equivalent Annual Cost (EAC) of new machine
L
(i) | Cost of new machine now 18,00,000
Add: PV of annual repairs @ ¥ 2,00,000 per annum for 8 years
(2 2,00,000 x 4.4873) 8,97,460
26,97,460
Less: PV of Salvage value at the end of 8 years
(% 4,00,000 x 0.3269) 1,30,760
25,66,700
Equivalent annual cost (EAC) (% 25,66,700/4.4873) 5,71,992
PV of cost of replacing the old machine in each of 4 years with new machine
Scenario Year Cash Flow (3) PV @ 15% PV ()
Replace Immediately 0 (5,71,992) 1.00 (5,71,992)
0 8,00,000 1.00 8,00,000
2,28,008
Replace in one year 1 (5,71,992) 0.8696 (4,97,404)
1 (2,00,000) 0.8696 (1,73,920)
1 5,00,000 0.8696 4,34,800
(2,36,524)
Replace in two years 1 (2,00,000) 0.8696 (1,73,920)
2 (5,71,992) 0.7561 (4,32,483)
2 (4,00,000) 0.7561 (3,02,440)
2 3,00,000 0.7561 2,26,830
(6,82,013)
Replace in three years 1 (2,00,000) 0.8696 (1,73,920)
2 (4,00,000) 0.7561 (3,02,440)
3 (5,71,992) 0.6575 (3,76,085)
3 (6,00,000) 0.6575 (3,94,500)
3 2,00,000 0.6575 1,31,500
(11,15,445)
Replace in four years 1 (2,00,000) 0.8696 (1,73,920)
2 (4,00,000) 0.7561 (3,02,440)
3 (6,00,000) 0.6575 (3,94,500)
4 (5,71,992) 0.5718 (3,27,065)
4 (8,00,000) 0.5718 (4,57,440)
(16,55,365)

Advice: The company should replace the old machine immediately because the PV of cost of replacing the old
machine with new machine is least.

Solution 56:
(i) Calculation of Net Initial Cash Outflow:

Particulars . ®.)
Cost of new machine 5,25,000
Less: Sale proceeds of existing machine 90,000
Savings of tax on loss on sale of existing machine {2.
1,87,500 - 2. 90,000) x 0.3} 29,250 1,19,250
Net initial cash outflow 4,05,750
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(ii) Calculation of annual depreciation:

.. . %.375000 _
On existing machine = ===—==3%. 37,500 p.a

. . 5,25,000—%. 60,000
On new machine = =%.93,000 p.a.

5Years

(iii) Calculation of annual cash inflows from operations

Particulars Years
1-4 (%.) 5R.)
Savings in Variable Cost 2,40,000 2,40,000
Less: Savings in Depreciation (. 93,000 - 2. 37,500) 55,500 0*
Savings before tax 1,84,500 2,40,000
Less: Tax @ 30% 55,350 72,000
Savings after Tax 1,29,150 1,68,000
Add: Savings in Depreciation 55,500 0
Incremental Cash Inflows 1,84,650 1,68,000
* No depreciation to be charged in the year of sale of machine.
(iv) Calculation of Net Present Value
Particulars Period Cash Flow P/V Factor Present
(Year) %) @ 11% Value (.)
Net Initial Cash Outflow 0 (4,05,750) 1.00 (4,05,750)
Incremental Cash Inflow 1-4 1,84,650 3.103 5,72,969
Incremental Cash Inflow 5 1,68,000 0.593 99,624
Salvage value of new 5 60,000 0.593 35,580
machine 5 27,900 0.593 16,545
Tax saving on Loss on sale {(%.1,53,000**
of new machine -%.60,000) x
0.3} 3,18,968
Net Present Value (NPV)
** WDV of new machine at the end of Year 5
Cost of New Machine ¥ 5,25,000
Less: Depreciation charged for 4 years
(2. 93,000 x 4) ¥ 3,72,000
¥ 1,53,000
Comment: It is advisable to replace the existing machine since NPV is positive.
Solution 57:
Statement showing the evaluation of two machines
Machines A B
Purchase cost (3) (i) 1,50,000 1,00,000
Life of machines (years) 3 2
Running cost of machine per year (F) (ii) 40,000 60,000
Cumulative present value factor for 1-3 years @
10% (iii) 2.486 -
Cumulative present value factor for 1-2 years @
10% (iv) - 1.735
Present value of running cost of machines ()
(v) 99,440 [(ii) = (iii)] | 1,04,100 [(ii) x (iv)]
Cash outflow of machines (F) (vi) = (i) + (v) 2,49,440 2,04,100
Equivalent present value of annual cash 1,17,637 [(vi) =
outflow 1,00,338[(vi < iii)] (iv)]

Decision: Company X should buy machine A since its equivalent cash outflow is less than machine B.

Solution 58:
Since project Lives are different, the Equivalent Annual Flows method is adopted.
Machine A B
1. Cost of Machine (Initial Investment) ¥ 6,00,000 ¥ 4,00,000
2. Useful Life 2 Years 2 years
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3. Depreciation per annum = (1) = (2) ¥2,00,000 ¥2,00,000

4. Cash Operating Expenses p.a. = Cash

Outflow p.a. ?1,20,000 ¥1,80,000

5. Annuity Factor at 10% for 3 year and 2

years 0.9091 +0.8264 + 0.9091 +0.8264 =

6. Equivalent Annual Investment = (1) = (5) 0.7513 = 2.4868 1.7355

7. Equivalent Annual Outflow/Cost (4) + (6) 3241274 ¥2,30,481
Outflow =¥ 3,61,274 ¥4,10,481

Decision: Since Machine A has the least EAC (Equivalent Annual Costs), it may be selected.

Solution 59:
A firm is in need of a small vehicle

Selection of Investment Decision

Tax shield on Purchase of New vehicle
Year WDV Dep. @ 25% | Tax shield @ 30%

1 1,50,000 37,500 11,250
2 1,12,500 28,125 8,437
3 84,375 21,094 6,328
4 63,281 15,820 4,746
5 47,461 11,865 3,560
6 35,596 8,899 2,670
7 26,697 6,674 2,002
8 20,023 5,006 1,502
9 15,017 3,754 1,126
10 11,263 2,816 845
11 8,447 Scrap value

Tax shield on Purchase of Second hand vehicles

Year WDV Dep. @ 25% | Tax shield @ 30%
1 80,000 20,000 6,000
2 60,000 15,000 4,500
3 45,000 11,250 3,375
4 33,750 8,437 2,531
5 25,313 6,328 1,898
6 60,000 15,000 4,500
7 45,000 11,250 3,375
8 33,750 8,437 2,531
9 25,313 6,328 1,898
10 18,985 4,746 1,424

Calculation of PV of Net outflow of New Vehicle

Year Cash OF/IF PV Factor PV of OF/IF

0 1,50,000 1 1,50,000

1 -11,250 0.892 -10,035

2 -8,437 0.797 -6,724

3 -6,328 0.711 -4,499

4 -4,746 0.635 -3,014

5 -3,560 0.567 -2,018

6 -2,670 0.506 -1,351

7 -2,002 0.452 -905
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8 11,502 0.403 -605

9 1,126 0.36 -405

10 (845 + 8447) 0.322 22,992
PVNOF 117,452

Calculation of PV of Net outflow of Second hand Vehicles

Year Cash OF/IF PV Factor | PV of OF/IF
0 80,000 1 80,000
1 -6,000 0.892 -5,352
2 -4,500 0.797 -3,587
3 -3,375 0.711 -2,400
4 -2,531 0.635 -1,607

(60000 - 18985 -
5 1898) = 39,117 0.567 22,179
6 -4,500 0.506 -2,277
7 -3,375 0.452 -1,525
8 -2,531 0.403 -1,020
9 -1,898 0.36 -683
(1424 +14239) =
10 (15,663) 0.322 -5,043
PVNOF 78,686

Advise: The PV of net outflow is low in case of buying second hand vehicles. Therefore, it is advisable to
buy second hand vehicles.

Solution 60:
(i) Statement showing Evaluation of Mutually Exclusive Proposals (In )
P.V.
Particulars Time Factor Service Part Replace Part
Amount P.V. Amount | PV
Cash Outflows:
Cost of machinery 0 1 50,000 50,000 50,000 50,000
Service Cost 1 0.9091 10,000 9,091
Add: Replace part 2 0.8264 15,400 12,727
P.V. of cash outflows
(A) 59,091 62,727
Cash Inflows:
Cash inflows from
operation 2.4869
1-3 18,000 44,764
1-4 3.1699 18,000 57,058
Scrap value of
machine 3 0.7513 12,500 9,391
4 0.6830 9,000 6,147
P.V. of cash inflows (A) 54,155 63,205
N.P.V. (B) — (A) (4,936) 478
Advise: Purchase machine & Replace the part at end of second year.
(ii) If the supplier gives a discount of ¥ 5,000 on purchase of machine (In )
Proposals Service Part Replace Part
N.P.V. 64 5,478
Cumulative 2.4869 3.1699
Equivalent Annual N.P.V. 25.73 1,728
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Advise: Purchase machine & Replace the part at end of second year.
Solution 61:

(a) Option I: Purchase Machinery and Service Part at the end of Year 2 and 4.

Net Present value of cash flow @ 12% per annum discount rate.

NPV (in %) = - 10,00,000 + 2,56,000 x (0.8928+0.7972+0.7118+0.6355+0.5674) — (1,00,000 x
0.7972+1,00,000 x 0.6355) + (76,000 x 0.5674)

=-10,00,000 + (2,56,000 x 3.6047) - 1,43,270+43,122.4

=-10,00,000 +9,22,803.2 — 1,43,270+ 43,122.4

NPV =-1,77,344.4

Since Net Present Value is negative; therefore, this option is not to be considered.

If Supplier gives a discount of ¥ 90,000, then:

NPV (inX) =+ 90,000 - 1,77,344.4 = -87,344.4

In this case, Net Present Value is still negative; therefore, this option may not be advisable
Option II: Purchase Machinery and Replace Part at the end of Year 2.

NPV (in %)= - 10,00,000 + 2,56,000 x (0.8928+0.7972+0.7118+0.6355+0.5674) — (3,00,000 x
0.7118) + (1,86,000 x 0.5066+1,36,000 x 0.5066)

=-10,00,000 + (2,56,000 x 3.6047) - 2,13,540+1,63,125.2

=-10,00,000 +9,22,803.2 - 2,13,540+1,63,125.2

NPV =-1,27,611.6

Net Present Value is negative, the machinery should not be purchased.

If the Supplier gives a discount of X 90,000, then:

NPV (in%) =90,000-1,27,611.6 =-37,611.6

In this case, Net Present Value is still negative; therefore, this option may not be advisable.

Decision: The Machinery should not be purchased as it will earn a negative NPV in both options of repair and

replacement.

Solution 62:
Let the minimum labour savings required per annum be x.
Statement showing determination of minimum labour saving required per annum(in %)

Particulars Time PV Factor Amount PV

Cash Outflows:

Cost of machine 0 1 80,000 80,000
80,000

Cash Inflows:

Saving in Raw Material

Cost 1-7 4.564 8,000 36,512

Minimum labour 1-7 4.564 X 4.564x

36,512 + 4.564x

80,000 = 36,512 + 4.564x

_ 43488 _
X = “iser - 54 9,528

Maximum Bonus per annum = 4,472
Maximum percentage change in estimated labour savings that will render project unviable = %x 100 =
31.94%
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Solution 63:
Evaluation of Alternatives:
Savings in disposing off the waste

Particulars (€9)

Outflow (50,000 x Z 1) 50,000
Less: tax savings @ 50% 25,000
Net Outflow per year 25,000

Calculation of Annual Cash inflows in Processing of waste Material

Particulars Amount () |Amount (3)
Sale value of waste 5,00,000
(Z 10 x 50,000 gallon)

Less: Variable processing cost 2,50,000

(% 5x 50,000 gallon)

Less: Fixed processing cost 30,000

Less: Advertisement cost 20,000

Less: Depreciation 60,000 (3,60,000)
Earnings before tax (EBT) 1,40,000
Less: Tax @ 50% (70,000)
Earnings after tax (EAT) 70,000
Add: Depreciation 60,000
Annual Cash inflows 1,30,000

Total Annual Benefits = Annual Cash inflows + Net savings (adjusting tax) in disposal cost

=% 1,30,000 + % 25,000 =% 1,55,000

Calculation of Net Present Value

Year Particulars Amount (%)
0 Investment in new equipment (6,00,000)
110 10 [Total Annual benefits x PVAF (10 years, 15%)
< 1,55,000 x 5.019 7,77,945
Net Present Value 1,77,945

Recommendation: Processing of waste is a better option as it gives a positive Net Present Value.
Note- Research cost of ¥ 60,000 is not relevant for decision making as it is sunk cost.

Solution 64:
Computation of initial cash outlay (COF)
(% In Lakhs)
Project Cost 240
Working Capital 30
270
Calculation of Cash Inflows (CIF):
Years 1 2 3-5 6-8

Sales in units 60,000 80,000 1,40,000 1,20,000
Contribution (200 x 60% x 72,00,000 96,00,000 1,68,00,000 1,44,00,000
No. of Units)
Less: Fixed Cost (30,00,000) (30,00,000) (30,00,000) (30,00,000)
Less: Advertisement (50,00,000) (25,00,000) (10,00,000) (5,00,000)
Less: Depreciation (30,00,000) (30,00,000) (30,00,000) (30,00,000)
(2,40,00,000/8) = 3,00,000
Profit/Loss (38,00,000) 11,00,000 98,00,000 79,00,000
Less: Tax @ 25% Nil (2,75,000) (24,50,000) (19,75,000)
Profit/loss after Tax (38,00,000) 8,25,000 73,50,000 59,25,000
Add: Depreciation 30,00,000 30,00,000 30,00,000 30,00,000
Cash Inflow (8,00,000) 38,25,000 1,03,50,000 89,25,000
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(Note: Since variable cost is 40%, Contribution shall be 60% of sales)

Computation of PV of CIF

Year CIF PV Factor ®
®) @ 10%
1 (8,00,000) 0.909 (7,27,200)
2 38,25,000 0.826 31,59,450
3 1,03,50,000 0.751 77,72,850
4 1,03,50,000 0.683 70,69,050
5 1,03,50,000 0.621 64,27,350
6 89,25,000 0.564 50,33,700
7 89,25,000 0.513 45,78,525
8 89,25,000 0.467 55,68,975
Working Capital 30,00,000
3,88,82,700
PV of COF 2,70,00,000
NPV 1,18,82,700
Recommendation: Accept the project in view of positive NPV.
Solution 65:
Computation of initial cash outlay
Particulars Amount (2 in lakhs)
Equipment Cost (0) 120
Working Capital (0) 15
135
Calculation of Cash Inflows
Years 1 2 3-5 6-8
Sales in units 80,000 1,20,000 3,00,000 2,00,000
3 3 3 3
Contribution @ % 60 p.u. 48,00,000 72,00,000 | 1,80,00,000 | 1,20,00,000
Fixed Cost (16,00,000) | (16,00,000) | (16,00,000) | (16,00,000)
Advertisement (30,00,000) | (15,00,000) | (10,00,000) (4,00,000)
Depreciation (15,00,000) | (15,00,000) | (16,50,000) | (16,50,000)
Profit/(Loss) (13,00,000) | 26,00,000 | 1,37,50,000 83,50,000
Tax @ 50% (Nil) (13,00,000) | (68,75,000) [ (41,75,000)
Profit/(Loss) after tax (13,00,000) | 13,00,000 68,75,000 41,75,000
Add: Depreciation 15,00,000 15,00,000 16,50,000 16,50,000
Cash Inflow 2,00,000 28,00,000 85,25,000 58,25,000
Computation of PV of CIF
Year CF(®) PV Factor @ 12% L
1 2,00,000 0.893 1,78,600
2 28,00,000 0.797 22,31,600
3 85,25,000 0.712 60,69,800
4 85,25,000 0.636 54,21,900
5 85,25,000 0.567 48,33,675
6 58,25,000 0.507 29,53,275
7 58,25,000 0.452 26,32,900
8 58,25,000 0.404 29,99,700
WC 15,00,000
sV 1,00,000
2,73,21,450
PV of Cash Outflow 1,35,00,000
Additional Investment =% 10,00,000 x 0.797 7,97,000 (1,42,97,000)
NPV 1,30,24,450

www.canitinguru.com | @canitinguru

6.31


https://www.canitinguru.com/
https://t.me/canitinguru

Chapter 6 - Investment Decisions

Recommendation: Accept the project in view of positive NPV.

Solution 66:
Workings:
(a)  Calculation of annual cash flow (% in lakh)
Year [Sales [VC FC |Dep. |Profit |[Tax PAT Dep. [Cash inflow
1 |[172.80(103.68| 36 |43.75| (10.63) - - 43.75 33.12
2 |259.20]|155.52| 36 [43.75| 23.93 | 3.99* | 19.94 |43.75 63.69
3 |624.00|374.40| 36 [43.75| 169.85 [ 50.955[118.895|43.75 162.645
4-5 [648.00(388.80( 36 |48.25| 174.95 | 52.485]122.465( 48.25 170.715
6-8 1432.001259.20| 36 [48.25| 88.55 [26.565| 61.985 | 48.25 110.235
(o)  Calculation of Depreciation:
I . _ X350lakh _
e Oninitial equipment = ———-== 43.75 lakh
years
e On additional equipment = ims-yi_jrslaﬂ = 4.5 lakh
(c)  *Calculation of tax in 2nd Year:
¥ in lakh
Profit for the year 23.93
Less: Set off of unabsorbed depreciation in 1st year (10.63)
Taxable profit 13.30
Tax @30% 3.99
(d)  Calculation of Initial cash outflow
¥ in lakh
Cost of New Equipment 350
Add: Working Capital 40
Outflow 390
Calculation of NPV (% in lakh)
Year | Cash flows| PV factor @12% | PV of cash- flows Remark
0 (390) 1.000 (390.00) Initial equipment cost
1 33.12 0.893 29.57
2 63.69 0.797 50.76
3 162.645 0.712 115.80
3 (25.00) 0.712 (17.80) Additional equipment cost
4 170.715 0.636 108.57
5 170.715 0.567 96.79
6 110.235 0.507 55.89
7 110.235 0.452 49.83
8 110.235 0.404 44.53
8 40.00 0.404 16.16 Release of working capital
Net Present Value 160.10

Advise: Since the project has a positive NPV, therefore, it should be accepted.

Solution 67:
Project Investment Present value of Future |Net Present value
Required Cash Flows
L (d L
1 2,00,000 2,90,000 90,000
2 1,15,000 1,85,000 70,000
3 2,70,000 4,00,000 1,30,000
1 and 2 3,15,000 4,75,000 1,60,000
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1and 3 4,40,000 6,90,000 2,50,000
2and 3 3,85,000 6,20,000 2,35,000
1, 2 and 3 (Refer Working note) 6,80,000* 9,170,000 2,30,000

Working Note:

(i) Total Investment required if all the three projects are undertaken simultaneously:

Q)
Project 1& 3 4,40,000
Project 2 1,15,000
Plant extension cost 1,25,000
Total 6,80,000

3
Project 2& 3 6,20,000
Project 1 2,90,000
Total 9,170,000

Projects 1 and 3 should be chosen, as they provide the highest net present value.

Solution 68:

(ii) Total of Present value of Cash flows if all the three projects are undertaken simultaneously:

Since the life span of each machine is different and time span exceeds the useful lives of each model, we shall
use Equivalent Annual Cost method to decide which brand should be chosen.
(i) If machine is used for 20 years

(a) Residual value of machine of brand X

=[?.15,00,000 - (1-0.10)] - (. 15,00,000 x 0.06 x 14) =%. 90,000

(b) Residual value of machine of brand Y

=[?.10,00,000 - (1 - 0.40)] - (. 10,00,000 x 0.06 x 9) = ¥. 60,000

Present Value (PV) of cost if machine of brand X is purchased

Period Cash Outflow (Z.) PVF @ 12% PV (%)
0 15,00,000 1.000 15,00,000
1-5 50,000 3.605 1,80,250
6-10 70,000 2.046 1,43,220
11-15 98,000 1.161 1,13,778
15 (90,000) 0.183 (16,470)
19,20,778
PVAF for 1-15 years =6.812
Equivalent Annual Cost =———==272- = . 2,81,969.76
Present Value (PV) of cost if machine of brand Y is purchased
Period Cash Outflow (%.) PVF @ 12% PV .
0 10,00,000 1.000 10,00,000
1-5 70,000 3.605 2,52,350
6-10 1,15,000 2.046 2,35,290
10 (60,000) 0.322 (19,320)
14,68,320
PVAF for 1-10 years =5.651
Equivalent Annual Cost = % =%.2,59,833.66
Present Value (PV) of cost if machine of brand Y is taken on rent
Period Cash Outflow (R.) PVF @ 12% PV (R.)
0 2,24,000 1.000 2,24,000
1-4 2,25,000 3.038 6,83,550
5-9 2,70,000 2.291 6,18,570
15,26,120

PVAF for 1-10 years = 5.651

Equivalent Annual Cost =

21326120 -3 270,061.94

5.651
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Decision: Since Equivalent Annual Cash Outflow is least in case of purchase of Machine of brand Y the same

should be purchased.

(ii) If machine is used for 5 years

a) Scrap value of machine of brand X

=[?.15,00,000 - (1-0.10)] - (%. 15,00,000 x 0.06 x 4) = . 9,90,000

b) Scrap value of machine of brand Y

=[%.10,00,000 - (1-0.40)] - (. 10,00,000 x 0.06 x 4) = 2. 3,60,000
Present Value (PV) of cost if machine of brand X is purchased

Period Cash Outflow (%.) PVF @ 12% PV .
0 15,00,000 1.000 15,00,000
1-5 50,000 3.605 1,80,250
5 (9,90,000) 0.567 (5,61,330)
11,18,920
Present Value (PV) of cost if machine of brand Y is purchased
Period Cash Outflow (R.) PVF @ 12% PV (R.)
0 10,00,000 1.000 10,00,000
1-5 70,000 3.605 2,52,350
5 (3,60,000) 0.567 (2,04,120)
10,48,230
Present Value (PV) of cost if machine of brand Y is taken on rent
Period Cash Outflow (Z.) PVF @ 12% PV (%)
0 2,24,000 1.000 2,24,000
1-4 2,25,000 3.038 6,83,550
5 1,10,000* 0.567 62,370
9,69,920

*[3.2,20,000 - (. 22,000 x 5) =%. 1,10,000]
Decision: Since Cash Outflow is least in case of rent of Machine of brand Y the same should be taken on rent.

Solution

69:

Calculation of Net Cash flows
Contribution = ( 6 — ¥ 3) x 1,00,000 units =¥ 3,00,000

Fixed costs (excludin

depreciation) =¥ 1,00,000

Year | Capital (%) |Contribution ()|Fixed costs (%) Advertisement/ Net cash flow|
Maintenance expenses () ()
0 |(2,50,000) (2,50,000)
1 3,00,000 (1,00,000) (20,000) 1,80,000
2 3,00,000 (1,00,000) 2,00,000
3 3,00,000 (1,00,000) 2,00,000
4 3,00,000 (1,00,000) 2,00,000
5 3,00,000 (1,00,000) (30,000) 1,70,000
6 3,00,000 (1,00,000) 2,00,000
7 3,00,000 (1,00,000) 2,00,000
8 3,00,000 (1,00,000) 2,00,000
Calculation of Net Present Value
Year Net cash flow (%) 12% discount factor| Present value (%)
0 (2,50,000) 1.000 (2,50,000)
1 1,80,000 0.893 1,60,740
2 2,00,000 0.797 1,59,400
3 2,00,000 0.712 1,42,400
4 2,00,000 0.636 1,27,200
5 1,70,000 0.567 96,390
6 2,00,000 0.507 1,01,400
7 2,00,000 0.452 90,400
8 2,00,000 0.404 80,800
7,08,730
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Advise: CK Ltd. should buy the new machine, as the net present value of the proposal is positive i.e ¥ 7,08,730.

Solution 70:
(i) Optimizing returns when projects are independent and divisible.
Computation of NPVs per Re. 1 of Investment and Ranking of the Projects

Project Investment NPV NPV per Re. 1 invested | Ranking
C 40,000 20,000 0.50 1
D 1,00,000 35,000 0.35 3
E 50,000 24,000 0.48 2
F 60,000 18,000 0.30 4

Building up of a Package of Projects based on their Rankings

Project Investment NPV

C 40,000 20,000
E 50,000 24,000
D (1/10th of Project) 10,000 3,500
Total 1,00,000 47,500

The company would be well advised to invest in Projects C, E and D (1/10th) and reject Project F to optimise
return within the amount of ¥ 1,00,000 available for investment.
(ii) Optimizing returns when projects are indivisible.

Package of Project [ Investment Total NPV

CandE 90,000 (40,000 + 50,000) 44,000 (20,000 + 24,000)
CandF 1,00,000 (40,000 + 60,000) 38,000 (20,000 + 18,000)
Only D 1,00,000 35,000

The company would be well advised to invest in Projects C and E to optimise return
within the amount of ¥ 1,00,000 available for investment.

Solution 71:
Statement showing ranking of projects on the basis of Profitability Index
Project Amount (3) P.l. Rank
1 3,00,000 1.22 1
2 1,50,000 0.95 5
3 3,50,000 1.20 2
4 4,50,000 1.18 3
5 2,00,000 1.20 2
6 4,00,000 1.05 4

Assuming that projects are indivisible and there is no alternative use of the money allocated for capital
budgeting on the basis of Pl the S Ltd. is advised to undertake investment in projects 1, 3 and 5.

However, among the alternative projects the allocation should be made to the projects which add the most to
the shareholders wealth. The NPV method, by its definition, will always select such projects.
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Statement showing NPV of the projects
Cash inflows of NPV of project
Project Amount (%) P.. Project (%) ®
() (i) (iii) (iv) = [(ii)x (iii)] (v) = [(iv) = (i)
1 3,00,000 1.22 3,66,000 66,000
2 1,50,000 0.95 1,42,500 (-) 7,500
3 3,50,000 1.20 4,20,000 70,000
4 4,50,000 1.18 5,31,000 81,000
5 2,00,000 1.20 2,40,000 40,000
6 4,00,000 1.05 420,000 20,000

The allocation of funds to the projects 1, 3 and 5 (as selected above on the basis of P.I.) will give N.P.V. of ¥
1,76,000 and ¥ 1,50,000 will remain unspent.
However, the N.P.V. of the projects 3, 4 and 5 is ¥1,91,000 which is more than the N.P.V. of projects 1, 3 and 5.
Further, by undertaking projects 3, 4 and 5 no money will remain unspent. Therefore, S Ltd. is advised to
undertake investments in projects 3, 4 and 5.

Solution 72:
Computation of NPV of optimum project mix (In¥)
Projects Initial Investment NPV
4 13,00,000 7,00,000
3 7,00,000 4,40,000
1 8,00,000 2,00,000
Uninvested 2,00,000 (17,313)
30,00,000 13,22,687
Working Notes:
Computation of NPV in various projects (In ¥)
Projects NPV
1 10,00,000 - 8,00,000 = 2,00,000
2 19,00,000 - 15,00,000 = 4,00,000
3 11,40,000 - 7,00,000 = 4,40,000
4 20,00,000 - 13,00,000 = 7,00,000

Computation of NPV ofUninvested Amount(In %)

Particulars Time P.V. Factor Amount P.V.
Cash Outflows: 0 1 2,00,000 2,00,000
P.V. of Cash Outflows 2,00,000
(2,00,000 x
Cash Inflows: 5 0.567 1.611) 3,22,200 1,82,687
PV.C.| 1,82,687
NPV (17,313)
Solution 73:
Computation of NPVs per Re. 1 of Investment and Ranking of the Projects
Investment (2 NPV @ 15% (% NPV per ¥
Project '000) '000) Tinvested Ranking
A (50) 15.4 0.31 5
B (40) 18.7 0.47 2
C (25) 10.1 0.40 3
D (30) 11.2 0.37 4
E (35) 19.3 0.55 1

Building up of a Programme of Projects based on their Rankings

Project Investment (% '000) NPV @ 15% (% '000)
E (35) 19.3
B (40) 18.7
C (25) 10.1
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D

(20)

7.5

120

55.6

(2/3 of project
total)

Thus project A should be rejected and only two-third of Project D is undertaken.
If the projects are not divisible then other combinations can be examined as:

Investment(¥'000) NPV @ 15%(% '000)
E+B+C 100 48.1
E+B+D 105 49.2

In this case E + B + D would be preferable as it provides a higher NPV despite D ranking lower than C.

Solution 74:
Option I: Cost of travel, in case Video Conferencing facility is not provided
Total Trip = No. of Locations x No. of Persons x No. of Trips per Person = 7x2x2 = 28 Trips
Total Travel Cost (including air fare, hotel accommodation and meals) (28 trips x ¥ 27,000 per trip)
=¥ 7,56,000

Option II: Video Conferencing Facility is provided by Installation of Own Equipment at Different Locations
Cost of Equipment at each location (% 8,25,000 x 8 locations) =¥ 66,00,000
Economic life of Machines (5 years). Annual depreciation (66,00,000/5) =¥ 13,20,000

Annual transmission cost (48 hrs. transmission x 8 locations x ¥ 300 per hour) = ¥ 1,15,200
Annual cost of operation (13,20,000 + 1,15,200) = ¥ 14,35,200

Option Ill: Engaging Video Conferencing Facility on Rental Basis
Rental cost (48 hrs. x 8 location x ¥ 1,500 per hr) =¥ 5,76,000 Telephone cost (48 hrs.x 8 locations x ¥ 400 per
hr) =% 1,53,600
Total rental cost of equipment (5,76,000 + 1,53,600) =% 7,29,600

Analysis: The annual cash outflow is minimum, if video conferencing facility is engaged on rental basis.
Therefore, Option Il is suggested.

Solution 75:
Net Present Value (NPV) of Projects:
Year Cash Inflows Cash Inflows Present Value | PV of Project | PV of Project
Project A (%) Project B () Factor @ 10% AR B )
0 (1,00,000) (3,00,000) 1.000 (1,00,000) (3,00,000)
1 50,000 1,40,000 0.909 45,450 1,27,260
2 60,000 1,90,000 0.826 49,560 1,56,940
3 40,000 1,00,000 0.751 30,040 75,100
25,050 59,300

Internal Rate of Returns (IRR) of projects:
Since by discounting cash flows at 10% we are getting values very far from zero. Therefore, let us discount
cash flows using 20% discounting rate.

Year | Cash Inflows | Cash Inflows Present Value | PV of Project A | PV of Project B
Project A (%) Project B (3) Factor @ 20% ) €3]
0 (1,00,000) (3,00,000) 1.000 (1,00,000) (3,00,000)
1 50,000 1,40,000 0.833 41,650 1,16,620
2 60,000 1,90,000 0.694 41,640 1,31,860
3 40,000 1,00,000 0.579 23,160 57,900
6,450 6,380

Since by discounting cash flows at 20%
flows using 25% discounting rate.

we are getting valu

es far from zero. Therefore, let us di

scount cash

Year| Cash Inflows | Cash Inflows Present Value | PV of Project A | PV of Project B
Project A (3) Project B (%) Factor @25% ) )
0 (1,00,000) (3,00,000) 1.000 (1,00,000) (3,00,000)
1 50,000 1,40,000 0.800 40,000 1,12,000
2 60,000 1,90,000 0.640 38,400 1,21,600
3 40,000 1,00,000 0.512 20,480 51,200
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L I I | (1200 | (152000 |
The internal rate of return is, thus, more than 20% but less than 25%. The exact rate can be obtained by
interpolation:

IRR, = 20% +——20 % (25% - 20%) = 20% + 2> x 5% = 24.26%

6,450 - (1,120) 7,570
IRR; = 20%+ 6380 —o2iioe X (25%-20%) =20% +—=0 x 5% =21.48%
Overall Position
Project A Project B
NPV @ 10% 25,050 59,300
IRR 24.26% 21.48%

Thus there is contradiction in ranking by two methods.
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