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(Ignore income taxes In this problem,) Shields Company has gathered the following data on a proposed

investment project:
Investment required In equipment 600/
“Annual cash Inflows $64,000
Saivage value 50
Life of the investment TByears
Discount rate 6%

‘The payback perlod for the investment s closest to: (Round your answer to 1 decimal place.)

O 74years
QO 94years
O 10years
Q oiyears
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(ignore income taxes in this problem. The Jackson Company has Invested in a machine that cost $66,000,
that has a useful lfe of twelve years, and that has no salvage value at the end of Its useful lfe. The machine I
being depreciated by the stralght-ine method, based on Its useful Ife. Itwil have a payback period of five
years. Given these data, the simple rate of retun on the machine Is closest to: (Round your answer to 1
decimal place)

Q 92%
QO 283%
Q 7%
Q8m




image8.png
volue:
100 points

Logan Company is considering two projects, A and B. The following information has been gathered on these projects:

Project A Project B
$40,000  $60,000
$60,000 $85,000

4 years 4 years

Initial investment needed
Present value of future cash flows
Useful life

Based on this information, which of the following statements is{are) true?

1. Project A has the highest ranking according to the project profitability index criterion.
Il Project B has the highest ranking according to the net present value criterion.

Q ony!
Q onyn
O Bothiand

O Netter inori
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(lgnore income taxes in this problem.) Dunay Corporation is considering investing $825,000 in a project.
The life of the project would be 10 years. The project would require additional working capital of $22,000,
which would be released for use elsewhere at the end of the project. The annual net cash inflows would be
$154,000. The salvage value of the assets used in the project would be $32,000. The company uses a
discount rate of 15%.

Click here to view Exhibit 88-1 and Exhibit 88-2 to determine the appropriate discount factor(s) using
tables.

Required:
‘Compute the net present value of the project. (Negative amount should be indicated by a minus sign.
Round your final answers to the nearest dollar amount. Omit the "$" sign in your response.)

Net present value s
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(Ignore income taxes In this problem) The Valentine Company has decided to buy a machine costing
$28,777. Estimated cash savings from using the new machine amount to $7,000 per year. The machine will
have no salvage value at the end of ts useful ife of six years.

Click here to view Exhibit 8B-2 to determine the appropriate discount factor(s) using tables.

If Valentine’s required rate of retun Is 15%, the machine’s Internal rate of return s closest to: (Round discount
factor(s) to 3 decimal places and final answer to the closest interest rate)

O 8%
O 6%
O 2%
O 10%
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(Ignore income taxes In this problem,) Lett Corporation Is Investigating buying a small used alrcraft for the use
of its executives. The alrcraft would have a useful life of 12 years. The company uses a discount rate of 17% In
its capital budgeting. The net present value of the Investment, excluding the salvage value of the aircraft Is
$(580,147).

Click here to view Exhibit 88-110 determine the appropriate discount factor(s) using tables.

Management is having dificulty estimating the salvage value of the alrcraft. How large would the salvage.

Value of the alrcraft have to be to make the Investment In the aircraft financially attractive? (Round your final
‘answer to the nearest dollar amount)

O $3412,629
O $3816.757
O $580147
O s98625
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(Ignore income taxes in this problem.) Tranter, Inc., is considering a project that would have a ten-year life
and would require a $2,552,000 investment in equipment. At the end of ten years, the project would
terminate and the equipment would have no salvage value. The project would provide net operating income
each year as follows:

Sales $2,400,000

Variable expenses 1,550,000
850,000

Fixed out-of-pocket cash expenses  $270,000

Depreciation 200000 470,000

Net operating income $ 380,000

Click here to view Exhibit 8B-2, to determine the appropriate discount factor(s) using tables.

Al of the above items, except for depreciation, represent cash flows. The company's required rate of retum
is 14%.

Required:
. Compute the project’ net present value. (Negative amount should be i
Round your final answer to the nearest dollar amount. Omit the "S"

dicated by a minus sign.
ign in your response.)

Net present value s

b. Compute the project's internal rate of retun. (Round your final answer to the closest interest rate.
Omit the "%" your response.)

Internal rate of return %
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Variable expenses 1,550,000

Contribution margin 850,000
Fixed expenses:

Fixed out-of-pocket cash expenses  §270,000

Depreciation 200,000 470,000

Net operating income $ 380,000

Click here to view Exhibit 8B-2, to determine the appropriate discount factor(s) using tables.

Al of the above items, except for depreciation, represent cash flows. The company's required rate of retum
is 14%.

Required:
. Compute the project’s net present value. (Negative amount should be indicated by a minus sign.
Round your final answer to the nearest dollar amount. Omit the "S" sign in your response.)

Net present value s

b. Compute the project's internal rate of retun. (Round your final answer to the closest interest rate.
Omit the "%" sign in your response.)

Internal rate of return %
. Compute the projects payback period. (Round your answer to 1 decimal place.)
Payback period years

d. Compute the project's simple rate of return. (Round your final answer to the closest percentage.
Omit the "%" sign in your response.)

Simple rate of retum %








