[bookmark: _GoBack][image: ]











[image: ]
[image: ]
[image: ]
image1.JPG
N W EREGT T ol DU S SR A R k’arts b and 3
AW measure o s Sl ¢. Explain h ‘
AN e of merit lmphcntly s OW your results eith

. S 1
¢ Consider the net cash flows (NCF) and salya % S iiele p
he considered in an economic analysis Alteg
alternative can be renewed indefinitely wj

er confirm or dispute the claim that the
lanning horizon.

ev

maﬁzgues (SV) shown below for each of the two feasible alternatives to

T es 1 and 2 have lives of 3 and 5 years, respectively. Assume each
€ same NCF and SV profiles. The MARR is 10%.

Alternative 1 Alternative 2

0| ssoomw “Sso0m
om0
0 | so_| ssoo0 | sioowo

rnatives if a least common multiple approach is used to determine the

a. What is the planning horizon for these alte
e i ected to repeat indefinitely as <hown. If a least common multiple of

1 alternatives are €Xp
d, specify the com

e and the annual worth for

h. Assume the NCFsofa
lives approach is tO be use
e b alternative bas
each alt;r n o determining the annual worth of each
¢. Repeat Part :
Alt. 1 and 5 yeard for Ai:d :;)1.1vag
53, Consider the net cash flows and ®

‘ \Y
. and salvage
s2inéls i a & BIVID Ci.lsh t10w:, ‘1n WY, I Gy tiCinQ eaC

plete set of cash flows for each alternativ

ed on its ¢‘natural’’ life (i.e., 3 years for

. - ed
' an be indefinitely renew
‘ below. Assume the altematweg C : e
4 leuelsl Sil:;\anARR of 8%, specify the planning horizon and comple
alues. US

h of the following:




image2.JPG
PROBLEMS 333
a. What is the annual worth of ¢

b. What is the decision rule for
c. Should Bailey buy the gang

Carlisle Company has been cited and must invest in equipment to reduce stack emissions or face EPA fines of
$18,500 per year. An €mission reduyct;

MARR 1s 10 percent/year.
a. What is the annual worth of this investment?

b. What is the decision rule for judging the attractiveness of investments based on annual worth?
¢. Is the filter economically justified?

DuraTech Manufacturing is evaluating a process improvement project. The estimated receipts and disbursements
associated with the project are shown below. MARR is 6 percent/year.

his InVestment?

Jlldging the attractiveness of inves
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punch?

Disbursements

$5,000
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a. What is the annual worth of this investment?
b. What i ! judgi '
at 1s the decision rule for Judging the attractiveness of investments based on annual worth?

€. Should QRU invest?
Imagineering, ‘Inc., Is considering an investment in CAD-CAM compatible design software with the cash oy
profile shown in the table below. Imagineering’s MARR is 18 percent/year.

Cash Flow (M$)

a. What is the annual worth of this investment?
b. What is the decision rule for judging the attractiveness of investments based on annual worth?

s

—$1

T

¢. Should Imagineering invest?
Jupiter’s is considering investing time and administrative expense on an effort that promises one large payoffinth

future, followed by additional expenses over a 10-year horizon. The cash flow profile is shown in the table below.

Jupiter’s MARR is 12 percent/year.
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