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Q1. What is technical feasibility study? What important aspects are considered in a technical
analysis of a project? The following table gives data on normal time and cost and crash time and
cost for a project:

Activity Normal Crash

Time Cost Time Cost

1-2 6 60 4 100

1-3 4 60 2 200

2-4 5 50 3 150

2-5 3 45 1 65

3-4 6 90 4 200

4-6 8 80 4 300

5-6 4 40 2 100

6-7 3 45 2 80
The indirect cost id Rs. 10/day:

(i) Draw the network for the project. (1)
(ii) Find the critical path of the project. (1)
(iii) Find the minimum total time for project completion and corresponding costs.

(1.5+1.5)
Q2. A Ltd. Company considering investing in a project. The expected original investment in the
project  will  be  Rs.  2,00,000;  the  life  of  project  will  be  5  year  with  no  salvage  value.  The
expected net cash inflows after depreciation but before tax during the life of the project will be as
follows:

Year 1 2 3 4 5
Rs. 85,000 1,00,000 80,000 80,000 40,000

The project will be depreciated at the rate of 20% on original cost. the company is subjected to
30% tax rate.
Required:

(i) Calculate payback period and average rate of return (ARR). (1+1)
(ii) Calculate net present value index, if cost of capital is 10%. (1)
(iii) Calculate internal rate of return. (2)

Note: the P.V. factors are:
Year PV at 10% PV at 37% PV at 38% PV at 40%



1 0.909 0.730 0.725 0.714
2 0.826 0.533 0.525 0.510
3 0.751 0.389 0.381 0.364
4 0.683 0.284 0.276 0.260
5 0.621 0.207 0.200 0.186

Suggested Answers
Answer 1







Answer 2


