Answer for Corp Fin Qs
1.    OCF = (Sales – Costs)(1 – tC) + tCDepreciation 

OCF = ($2.4M – 960K)(1 – 0.40) + 0.40($2.7M/3) 


OCF = $1,224,000

2. If we are trying to decide between two projects that will not be replaced when they wear out, the proper capital budgeting method to use is NPV. Both projects only have costs associated with them, not sales, so we will use these to calculate the NPV of each project. The NPV of System A is:


OCFA = –$120,000(1 – 0.34) + 0.34($430,000/4) 


OCFA = –$42,650


NPVA = –$430,000 – $42,650(PVIFA20%,4) 


NPVA = –$540,409.53


And the NPV of System B is:


OCFB = –$80,000(1 – 0.34) + 0.34($540,000/6) 


OCFB = –$22,200


NPVB = –$540,000 – $22,200(PVIFA20%,6) 


NPVB = –$613,826.32


If the system will not be replaced when it wears out, then System A should be chosen, because it has the more positive NPV.

