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Current ahnual damage from flooding is 200,000. Thtee feasible options, in addition 1o the do-
i nothmg optlon are available to reduce damage -
R SRR s S

i~ s s

= ',;,,;gq;‘s.-~.' et ""ﬁ:'; Wit e s Annual Annual
ODUOH e ) ERe ™ Damage Benefit ;
A: Do nothmg : ' 0 200,000 0 :
B: Construct levees (Ls2) 40,000 130,000 70,000 "1
C: Small reservoir (01 33) 120,000 | 40,000 160,000 ; 3
D: Large reservoir : 160,000 10,000 190,000 °
B c - B-< | 8 | bR |AC | 8B/ac |

A 0 0 o
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1. You have a pm]ect Wthh raqu:res a ﬁrst mvestment uf 50 000 The pmject wm mcnsase =,
benefits by 20,000 per year but it will alsa increase ‘aperating costs by 10,000 per year.

The lifetime of the project is 8 years. Using B/C ratio, and assuming an interest rate of

7%, is this project desirable?
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: ” ';‘:ff"“f“)".. here‘ls'unh'mted bt..dget Bt =
b) The avadab{e budget is limited to EGP 6000

oy _2 The beneﬁts and costs for a pmposed pm]ect are shown in the following tab!e Wh]Ch

B~ C | i
[ 3,000 | 2,000 |
X2 6,500 4,000 |
x3 8,000 5,000
x4 9,500 7,000
x5 12,000 8,500
a) wnls m(({‘c{ Buc{jef )
B C B/c Nt AC | AB/ac
X, | Booo | Yooo |5
Ty, | 6500 | Yoop | [ 1.63
| 50 ) i 0oc , 5

A3 | Rooo | Hooo | 1.6
\ [ 400 2@00 0. €5
)| 9500 | Fooo | 136 v
| Yooo | 9400 | |t
’\@ |2 000 5?5@0 &)

= X5 Should be Sdecceo(
b) Cmi?o( )awo(jef Kooo EGP

= A3 Should Le selected




3. You are deciding between three aiternatives and you need to pick the bestone. .. . . . e

« Alternative A has a first cast of 45,000 and would provide income of 7,000 peryear =~~~ o
and a salvage value of 30,000. Operating costs for alternahve Awm bg 1
year and maintenance casts will be 2,000 n TR 3‘1 G

« Alternative B has a first cost of 25,000 and would. provude mcome of 3 000 per year
and a salvage value of 15,000. Operating costs for alternative B will be 2 500 per
year and maintenance costs will be 3,000 per year.

+ Alternative C has a first cost of 65,000 and would pravide income of 8,000 pér year
and a salvage value of 25,000. Operating costs for alternative C will be 100(}} per
year and maintenance costs will be 1500 per year.

The lifetime of all machinas is 20 years. Assuming a 5% mterest rate, which v machlqa

shauld you select? ) ; |
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2 Am’lda/ CoSL[[A): 500 +2000 + Y5000 Ug:ozz*o"’f 1
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(140-05)"%0.05 . 7 506
%A/mu(a( C@J(-E (r))): 2500 + Sooo t /Zfoop (tro-05) %
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‘ |00_5 005 '
5 Anvtal Cost () = looe + 1500 + 55000 Foo3) Teorob . = FE i

3 C

(o- 05) Lo
| A‘N\dﬁ( EQ}’H’.&‘@ (C) = XOOO -+ 25,000 (a—:oS)z‘! gT56
j AM\Ld Anrual Q/C (S BB AC Aiz/AC_

A | L9 | L0 112

B 13454 ?foo/ 046

575 | 721 {159




4. A number of cost-reduction proposals in a factory are being analyzed by the industrial
engineering department. If the rate of return is 20%, and all equipment have a service
life of & years with no salvage value, whzch proposal should be selected using the
incremental benefit cost ratio? : : :

Equipment Cost

Proposal Propaosai Description - Net Annual Savingsl
_A _Combine 25,000 9se0
B i Rearmange 60,000 21,500
~C ~ Modify 20,000 7,000
D Eliminate 20,000 9,060
E - Up Quality 49,000 17,000
F Make Safer 30,000 i 10,000
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Example:

- Quanmy (1000 umts) Supply (EGP) Demand (EGP)
7T 7 7
2 2% 2

It is required to determine the following:
aj Equilibrium unit price
b) Equilibrium quantity

¢} ifthe price i 18, is there a shortage or surplus? What is its value?
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Aloan (u=_0) of EGP 10,000 for 3 years at 109 annual
simple interest rate. Find the ‘intf;,w;;s, at the enc
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What is the final value of an EGP 10,000 loan for 3 'years®
at 10% annually compounded (Lsis 45 <) interest rate?
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Wl‘"ia" ‘S the effective interest rate for a credit card balance
that charges 18% inte nounded daily?
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a. What future amount is due at the end of the loan period?

0. What will be the futurs amount if the interest rate was

compounded tianthiy?
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~ rate of 16% per vear, compounded quarterly?
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What is the worth (on June 30, 1686) of a Qenet of ej‘ad of )rec
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200 £GP is to be paid into an account annually for th

1200 & e ‘ext 5 vyears
izing a nominal interest rate of 12% per vear, determine the total
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tha fifth year under the following condi’non:;
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Draw a cash-Now diagram for STO.56G0 being Jomied out ai o onerest mae ef Fo7% oy

vear over a period of six vears, How much simple mnterest wounde Boropand as o iumpsue)

amount at the end of the sixth year?
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