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‘/l. For a capital budgeting project, its an_gaﬁl/cashjﬂews are estimated using the following popular formula:

Cash flows = Net operating income after taxes + Depreciation expense
= Net income after taxes + Depreciation expense + Interest expense after taxes

Why should depreciation expense and interest expense after taxes be added back, respectively, to find
periodic cash flows? V4 \ 5 (16%)
‘j . o~¥
s

14 14 ey @1{ 7
2 What is the lower of cgst or market (LCM) to evaluate inventories of a firm? at is the rationale

v behind this practice? Do you think LCM is a good idea to reflect the real market values of inventories
u?;% current indus situations?@nd why? 4 %- fj iz é /7& ‘ (15%)
> o 83 J v — =
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3. What ar@ntﬁ\gible assets? Under current valuation mechanism of financial accounting, h%% arée e’?rf 1.7 %éﬁ v%
(/ book/carrying values determined? If you are an investor reading these accounting figures, how do you

s~/t

make your investment decisions? 15%YD 5 2
o-/" Y 159 24 é‘é@fé
4. What is accelerated depreciation? For a machinery equipment with the following original data, L
« .
/a s Original cost $ 8,100,000 (acquired;me beginning of 2001) 32 e
/ 0\0\ Economic life 4 years &95 " f// v
\/\ Salvage value K%/ . § 100,000 .\é’b‘ f o R o0 /o’a? >
SN ) \/ TA & QOOO 000
| use 1) the sum-of-the-years' digits method, A CB\ OO 6 \550
Ny (2) the fixed-rate-declihing-balance method, and k4 , M
Y / \*’13”! ¢> | (3) the double-rate-declining balance method %b 0 1%
M 3 to calculate depreciation expense, for each yeay, and then using the calculated results from } & % ot
TN, one of the methods you prefer to complete the following Depreciation Table: " ° Mo & T
T -
A 6 Year Beginning |Depreciation| Depreciation Ending I '
A © [Book Balanc Rate Expense [Book Balance
- 1..2001 | 8,100,000.{ . .
b 2002 | o
172003 |

1 2004
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5. Evaluate the following cases:
O - // (1) The overhead occurred by the Procurement/Purchasing Division is allocated on the bases of W% M

actual purchasing dollar amounts for each unit summed up during period. f?@? 2 ﬁ [
(Hint: Activity-based costing oriented) /—Z— -

(2) The performance of a divisional manager has wholly been evaluated based on the return on
investments realized of his division. % A % |

(Hint: Balanced scorecard oriented) (20%)

<
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6. Do you have any idea about accoun{‘i(s/ (recelvable management and inven c}xf? management?
(Hint: Any aspects you deem important are the areas you may deliver your opinions. However,
some financial ratios, among others, had better be incorporated into your opinion.)  (20%)






