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It has not yet paid the research company but plans to pay after six weeks in keeping with its usual policy. GBCANAZEEH
5 W Based on the report’ s findings the company now plans to replace its existing production plant, which costs $20,000 per year to
run. The new plant will cost $750,000 to buy on 31 December 20X0, and will incur $30,000 per year in running costs. The plant will R RSB IR
be depreciated over 10 years.
To reflect these events correctly, what total figure should be entered into the NPV calculation for the year ended 31 December PLEE R

20X1?

S moono
B.$12,000

05 07
C.$30,000

ponn
D.$87,000

ooon

40.YPO company is considering bringing forward the closure of one of its divisions by one year. It wishes to calculate the relevant n
cost of this decision
The following information is available:
» The building, which was to have been sold for $500,000 can be sold today for $480,000.
« The IT equipment is leased for $32,000 per year on an annual basis and the supplier has a six-month notice period.
« The contracts of all staff will be terminated a year early. Each of the 15 staff, currently paid $20,000 per year, will have their
contracts terminated without notice. The other ten staff, each paid $50,000 per year, will be paid compensation to reflect their
early contract termination. They will receive three months' pay and given an additional 10% of their annual salary.
Ignoring the time value of money, what is the relevant cost of the decision to close the division a year earlier?

40/40

© AAn additional cost of $179,000

B.A saving of $621,000.

C.A saving of $658,500.

D.A saving of $1,011,000.
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