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National Homebuilders, Inc., plans to purchase new cut-and-finish equipment. Two
manufacturers offered the estimates below. If MARR=15%, the equation for computing the
present worth of vendor B is

Vendor A [Vendor B
[First Cost, § 15,000 18000
|annual cost,  per year 3500 3100
[salvage Value, $ 1000 2000
Life, years 5 a

Select one:
2 PW=-18000-18000(P/F, 15%, 4)-18000(P/F.15%, 8)+2000(PIF, 15%, 4)+2000(PJF. 15%,
8)+2000(P/F. 15%, 12)-3100(P/A, 15%, 12)

b. PW=18000-18000(P/F. 15%, 12)+2000(P/F, 15%, 4)+2000(PIF, 15%, 8)+2000(P/F.
15%, 12)-3100(P/A, 15%, 12)

. PW=-18000(P/F,15%, 4)-18000(P/F,15%, 8)+2000(PIF, 15%, 4)+2000(PJF. 15%,
8)+2000(P/F. 15%, 12)-3100(P/A, 15%, 12)

d. PW=18000-18000(P/F,15%, 4)-18000(P/F.15%, 8)+2000(PIF, 15%, 4)+2000(PJF. 15%,
8)+2000(P/F. 15%, 12)-3100(P/A, 15%, 12)
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considering Alternatives A and B which should be selected on the basis of a present worth

comparison at an interest rate of 12% per year?

A B

[First Cost, § -15.000 -35.000
INet Annual income, Siyear  |-11,000 -9.000
[salvage value, § 2,000 20,000
Life, years 3 3

Select one:
aB

b.A

c.Both A, and B
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Abond with a face value of $10,000 has a bond coupon rate of %12 per year, payable
quarterly. what are the amounts and frequency of the dividend payments?

Select one
. $300 every year

b. $300 every three months
. $300 every four months.

d. $600 every year
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The cash flows for two alternatives are shown. Determine which should be selected on the

basis of an annual worth analysis at 10% per year interest.

A B

[First Cost, § -25.000 17000
|annual cost,  per year -3000 3200
[salvage Value, $ 100 2100
Life, years 5 3

Select one:
aB

b.Both Aand B
cA
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What is the capitalized cost of a present cost of $450,000, annual costs of $32,000, and
periodic costs every 4 years of $75,000. Use an interest rate of 10% per year.

Select one
. Between $1000,000 - $110,000

b. Grater than $110,000
c. Between $900,000 - $100,000
d. Less than $300,000
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For the following cash flow, what is the rate of return

Year 0 1 2 3 4
Expense, § 12,000 -2,000 -2,000 -2,000 -2,000
Revenue, $ 0 6,000 6100 6200 10,000
Select one

© a.Less than 20%
b. Between 20%- 21%
c. Between 21% - 22%
d. Grater than 22%
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ABC company installed a new machine at a cost of $70,000 this year. This machine is
‘expected to be used for 20 years and then sold for 80% of the purchase price. And no annual
MBSO costs are considered for this machine. What is the capital recovery amount ifABC.
company uses retumn requirement of 16% per year?

Select one
@ a Between $20,000 - $25,000

b. Less than $10,000
c. Between $15,000 - $20,000
d. Between $10,000 - $15,000




image4.png
According to Descartes's rule and Norstrom's criterion, how many positive rate of return
values are there for the following net cash flow:
Year 1 2 3

Revenue,
s

Cost.$  30,0007,000 6,000

26,00020,0004,000

Select one
a1

b.2
c3
d.4
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Barron Chemical uses a thermoplastic polymer to enhance the appearance of certain RV
panels. The initial cost of one process was $500,000 with annual costs of $30,000 for year
one, increasing by $1500 per year and annual revenues of $60,000. A salvage value of
$45,000 was realized when the process was discontinued after 10 years. What would the
correct equation to calculate the rate of return on the process?

Select one
2.0 =-500,000 — 30,000(P/A 1%,10) +1500(P/G.i%.10) + 60,000(P/A%.10) -
45,000(PJF.I%.10)

b. 0= -500,000  30,000(P/A i%.10) ~1500(P/G.1%10) + 60,000(P/A 1%.10) +
45,000(PJF.I%.10)

€. 0=-500,000 - 30,000(P/A.i%,10) + 1500(P/G.i%.10) + 60,000(P/Ai%.10) +
45,000(PJF.I%.10)

d. 0 =-500,000 — 30,000(P/A 1%,10) -1500(P/G, %,10) + 60.000(P/A,i%,10) -
45,000(PJF.I%.10)
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The alternative shown are to be compared on the basis of a perpetual (i.e. forever) equivalent
annual worth. At an interest rate of 10% per year, the equation that represent
the perpetual AW of X1 is:

x1 v1
[First Cost, § 50,000 -90.000
|annual cost, siyear 10,000 -4.000
[salvage value, § 13,000 15,000
Life, years B 3

Select one:
a AW (X1)=-50,000 (10)-10,000-37,000 (P/F. 10%, 3)(0.10)+13000(0.10)
b. AW (X1)=-50,000 (.10)-10,000+13,000(0.10)
€. AW (X1)=-50,000 (.10)-10,000+13,000(AF, 10%, 3)
d. AW (X1)=-50,000 (A/P. 10, 3)-10,000+13 000(AF. 10, 3))




