1. PM Ltd is considering a new 3-year expansion project that requires an initial fixed asset investment(固定資產投資) of $2.7m. The fixed asset will be depreciated straight-line to zero over its 3-year life(在三年期內以直線折舊), after which time it will be worthless. The project is estimate to generate $2400000 in annual sales, with costs of $960000. If the tax rate(稅率) is 40%, what is the net operating cash flow(淨現金流) for the project?
2. HIS Company is trying to decide between two layout systems. System A costs $430000, has a four-year life, and requires $120000 in pretax annual operating costs(稅前運成本). System B costs $540000, has a six-year life, and requires $80000 in pretax annual operating costs. Both systems are to be depreciated straight-line to zero over their lives and will have zero salvage value(零剩餘值). Whichever project chosen will not be replaced when it wears out. If the tax rate is 34% and the discount rate(資本成本) 20%, which project should the firm choose?
