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Acity is considering the Base option and the Star option for investment in their public works department for which data s given below. What s the difference between the benefit/cost ratios for the two options?

BASEOPTION  STAROPTION

Initial cost $2,900,000 $4,200,000
Life inyears 2 3

Salvage value % 12% 1%
Salvage value $ $348,000 $462000
Inflation rate p. . 5% 5%

Other costs 1st year ($225,000) ($670,000)
Increase in other costs p.y. 6% 9%
Benefits in 1st year $3,750,000 $4,250,000
Increase in benefitsp.y. 5% 7%

Interest rate p.y. 7.00%
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For option C for which data are provided below, which of the following statements is true?

Annual increase

Initial Cost $170000

Salvage value (% of initial cost) 15%

Annual Costs $6,500 600%
Annual Benefits. $36000  100%
Life inyears 10

MARR 14.00%

O B/Cratiois 139 and IRR is 19.69%
O B/Cratiois 139 and IRR is 21.45%
O B/Cratiois 132 and IRR is 21.45%
O B/Cratiois 132 and IRR is 23.41%
O B/Cratiois 129 and IRR is 25.27%
O B/Cratiois 129 and IRR is 23.41%
O B/Cratiois 127 and IRR is 25.27%

© B/Cratiols 127 and IRR i 19.69%
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For 4 investment options that a city s considering, which of the below statements is true?

Rate  11.00%  peryear

Project Intalcost 2% ﬁ ::r':ﬁ‘:s
A ($3.445,000) 6 $393000  $685,000
B ($3:828,000) 8 $375000  $712,000
c ($4,046,500) 5 $374,000  $728,000
o ($4,574,000) 10 $382000  $762,000

© Choose Option D as theincremental B/C ratio btween it and s final compeitor is 1.5,
© Choose Option D as theIncremental B/C ratio betwieen t and s fnal competitr s 1.20.
© Choose Option A asthe ncremental BC ratiobetween i and s inal competitors 0.97.

O Choose Option B as the ncremental B/C ratio between it and s fnal competitoris 0.55.




