
The more your money works for you, the less you have to work for money.

HW - Chapter 8 - Risk Analysis- Q5
Calculation of Yearly Cash Inflow
In the worst case: High costs and Low price (Selling price) and volume(Sales units) are taken.
In best case: Low costs and High price(Selling price) and volume(Sales units) are taken.

Worst Case Base Best Case

Sales (units) (A) 4,500 5,000 5,500

(Rs.) (Rs.) (Rs.)

Selling Price p.u. 175 200 225

Less: Variable cost p.u. 150 125 100

Contribution p.u. (B) 25 75 125

Total Contribution (A x B) 1,12,500 3,75,000 6,87,500

Less: Fixed Cost 1,00,000 75,000 50,000

EBT 12,500 3,00,000 6,37,500

Less: Tax @ 25% 3,125 75,000 1,59,375

EAT 9,375 2,25,000 4,78,125

Add: Depreciation 35,000 35,000 35,000

Cash Inflow 44,375 2,60,000 5,13,125

(ii) Calculation of NPV in different scenarios

Worst Case Base Best Case

Initial outlay (A) (Rs.) 7,50,000 7,50,000 7,50,000

Cash Inflow (c) (Rs.) 44,375 2,60,000 5,13,125

Cumulative PVF @ 15% (d) 3.353 3.353 3.353

PV of Cash Inflow (B = c x d) (Rs.) 1,48,789.38 8,71,780 17,20,508.13

NPV (B - A) (Rs.) (6,01,210.62) 1,21,780 9,70,508.13
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