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. 002

DURATION: THREE (03) HOURS

DATE : 21.02.2009

TIME : 1.30 pm - 4.30 pm

Instructions: (I) Answer Question 1 (compulsory) and any THREE (03) from others

)

(II) Use of a non-programmable calculator is allowed.
(III) A PV table is attached herewith.

“SILVER TRANSPORT” company is planning to start a new transportation project to
complement a mass development project in the Southern Province of Sri Lanka. As an initial
investment the company has to spend 5 million rupees. The company is paid on the basis of
the number of kilometers travel per year. At the beginning of each year the company is
paid a fixed amount of 2.5 million rupees and the balance amount due is paid at the end of

.the year considering the number of kilometers traveled. Following are the estimated ﬁgurers

given by the “SILVER TRANSPORT”.

2010 . 2011 2012 2013 2014
Distance (km) 37000 39000 37000 40000 45000
Rate per km (Rs) 70/- 75/- 80/- 90/- 100/-
Fuel cost per km 20/- 23/- 28/- 32/- 35/-

Maintenance expenses are projected as Rs. 200,000 for the first year and Rs. 100,000
addition to the previous year thereafter. The company will have to spend Rs. 200, 000 on
administration expenses annually. The annual lease installment of Rs. 3 million will be paid
in first three years. An amount of Rs. 500,000 is to be invested as working capital.

(i) If another company starts the same project to serve the Southern development project
in 2012, is this a viable project? Explain your answer. (6 marks)

(it) Ifthe project is financed with a 80% of lease ﬁnance with interest rate of 24% and the
rest with equity ﬁnance which expects 20% rate of return calculate the NPV of the
project. (12 marks)

(iii)) “SILVER TRANSPORT” is planning another project which gives 140% net benefit for
the investment. As per the Net Benefit Investment Ratio (NBIR) is this project viable?
' (6 marks)
(iv) Calculate the Accounting Rate of Return of the project? (5 marks)
(v) Ifthe whole project is to be financed with equity capital which expects 25% rate of

return, examine the viability of the project as per the Internal Rate of Return is
concerned. (6 marks)




(vi) Comment on the feasibility of the project considering Sri Lankan economic and
political environment with the above computed values. (5 marks)
(Total 40 marks)

(1) “A project life has a linear shape but not cyclical.” Do you agree with this statement?

Explain your answer. (10 marks)
(i1) “After defining the objectives, the project may be accepted or rejected.” Elaborate this
statement with suitable examples. (10 marks)

(i) Why is it important for project planners to know the market precisely before the

\. feasibility study? Explain. (10 marks)
(i1) Explain how political environment has affected the project planning in Sri Lanka.
(10 marks)
4 (i) Why is it important to incorporate institutional analysis in project formulation?
Explain. (10 marks)

(i) “A dynamic project manager is the key to the success of a project.” Explain the key
characteristics of a successful manager? : (10 marks)

(i) How do you choose projects when single period budget constraints are existed?
(10 marks) -

(i) How do you appraise alternative projects when they are independent? How is it
different in appraising projects which are related to each other? (10 marks)
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