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Answer the following question from Investment Detective Case. 

Q1. If you have only $8 million for investment (i.e. 4 projects) and your WACC is between 9% and 11%, which projects should you choose and why? You need to justify your answer and show detailed analysis. Your assumptions must be pointed out and should be generally acceptable. (20 points)

Answer the following question from Rocky  Mountain Advanced  Genome case.

Q2.
 Assume that Genome industry will grow at a rate of 4 to 6% in maturity, and discount rate may vary between 18 and 20 %. As a representative of RMAG, What will be your arguments so that Big Sur provides the financing for RMAG? Give at least five reasons in support of your argument. Show all computations in your analysis. (30 points)

 Answer the following questions from Pressco Inc. case.  We worked out a base case of  scenario A with no change in tax laws in class. Start with that scenario assumptions as given and answer the following questions. 
Q3.
(Scenario B) What is the net present value of the mechanical drying equipment investment opportunity (as of December 1985) assuming a 12% cost of capital for Paperco and assuming (a) the new tax proposals are enacted, (b) the new drying equipment replaces the old in December 1986, and (c) Paperco signs a binding purchase contract soon enough to be “grandfathered” as to the 8% investment tax credit and the use of ACRS depreciation?  (10 points)

Q4.
(Scenario C) What is the net present value of the investment assuming that (a) the new tax proposals are enacted, (b) the new drying equipment replaces the old in December 1986, and (c) Paperco does not sign a binding purchase contract soon enough to be “grandfathered” as to the 8% investment tax credit and the use of ACRS depreciation?  (10 points)

Q5. 
The estimated annual cost saving produced by the mechanical drying equipment is subject to errors in engineering estimates of as much as + 15%.  Since this issue would inevitably arise in her presentation to Paperco’s management, Mrs. Rogers would like to know how small the annual cost savings could become before the project would be uneconomic for Paperco.  Calculate both percentage decline as well as dollar per year decline under scenario B.  (10 points)

Q6. 
What should be the minimum life of the new machine so that it is acceptable to you. Check for both scenario A and B to come up with answers. (10 Points)

Q 7 
Final Answer should be whether or not you as the representative of Paperco accept the project. Also mention under what conditions you will accept to finance the project.(10 points) 

