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- b investment project, CFs, how to handle

- ¢ how inflaction affects 1

- d Open and Closed book - depreciation, CCA

- e working capital - proportion of changing operating
cash flows

a. Ecnomic Life Table.
Yepr Salvage EAC O&M EAC
0O&M EAC total

P

SV,

EACCAPN X EAC

V=9 St (Hactor)

SVn =oricost *(1- 30%)*n  30% declining
balance

J o ['I"F'[‘}
install cost
EAC cap n = originl cost + install cost - LH-LJ“ ,11s MARR
T n L mob A YU (08m) I




1 O&M costs = annuaim ﬁeﬂ

EP(#'?{: Eﬁéﬁéfﬂﬂ"fﬁ((m;

o

to keep the defender or no?

Case |: defenders marginal costs decreasing, depends
Case II: defender margincal costs increasing, choose
the challenger

Defender marginal cost table:
Year Decreaes in Forgone Interest
O&M Marginal cost
market value
|
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at least,
in order
to see
if case 1
or case 2



decrease in market value = specified via the the
depreciation model

if case |, compare marginal cost, with EAC total of
economic life,

If margincal cost is lower, choose defender,

if EAC is lower, choose challenger

If case Il, construct economic life table for defender.
compare the EAC total at economic life of defender to

the EAC total at economic life of the
challenger

choose the one with lower cost



