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led	opmeit	ed	rolaV	.ozalp	ogral	a	elbaredisnoc	dadilibatner	anu	agnet	euq	orep	ozalp	ogral	a	n³Ãiculoved	anu	ereiuqer	euq	otceyorp	nu	euq	rojem	n³Ãisrevni	anu	se	lareneg	dadilibatner	nis	orep	otroc	ogap	nu	agnet	euq	otceyorp	nu	euq	racidni	edeup	odot©Ãm	le	,otnat	ol	roP	.ogseir	ne	¡Ãratse	laicini	n³Ãisrevni	al	euq	opmeit	ed	daditnac	al	ed	adip¡Ãr
negami	anu	ad	euq	ay	,sogseir	ed	sisil¡Ãna	ed	avitcepsrep	anu	edsed	litºÃ	se	oslobmeer	ed	odoÃrep	lE	.oslobmeer	ed	odot©Ãm	le	amall	es	n³Ãiculoved	ed	odoÃrep	le	ravired	arap	odazilitu	olucl¡Ãc	lE	.otseuporp	otceyorp	nu	a	odaicosa	ogseir	le	raulave	ed	allicnes	arenam	anu	sE	rarojem	rarojem	arap	sada±Ãesid	n¡Ãtse	sojif	sovitca	ed	sarpmoc	sahcuM
.sanilretse	sarbil	000	841	ed	ovitcefe	ed	oten	ojulf	4	o±Ãa	led	esrarepucer	arap	sarbil	000	45	yah	aÃvadot	,so±Ãa	sert	soremirp	sol	ed	s©ÃupseD	.dadilibatiforP	.aicnetepmoc	ed	0	000,009+	5	000,004-	000,006+	4	000,000,1-	000,002+	3	000,002,1-	000,051+	2	000,053,1-000,051$+	1	000,005,1$-	♪	I'm	gonna	go	♪	A	tcejorp	ni	ssel	era	efil	tcejorp	raey-
evif	eht	revo	swolf	hsac	ten	latot	eht	hguohtla	,taht	ees	won	nac	uoY.sraey	ruof	dna	eerht	neewteb	erehwemos	si	doirep	kcabyap	eht	oS000	£1£Â£Â£	Â£	Â£Â1	I'm	sorry.The	table	indicates	that	the	actual	recovery	period	is	somewhere	between	the	year	4	and	the	year	5.	The	analyst	assumes	the	same	monthly	amount	of	cash	flow	in	the	year	5,	which
means	that	he	can	estimate	the	final	recovery	as	only	less	than	4.5	years.	Recovery	Method	The	recovery	method	should	not	be	used	as	the	only	criterion	for	the	approval	of	a	capital	investment.	It	tends	to	be	more	useful	in	industries	where	investments	become	obsolete	very	quickly,	and	where	a	total	return	on	initial	investment	is	therefore	a	serious
concern.	In	short,	a	variety	of	considerations	should	be	discussed	when	buying	an	asset,	and	especially	when	investment	is	substantial.	The	recovery	period	formula	does	not	take	into	account	the	production	of	the	entire	system,	only	a	specific	operation.	Consider	a	project	A	with	an	initial	investment	of	£	100	000	and	an	expected	pattern	of	net	cash
flows	(all	positives)	as	follows:	year	1	£	20	000	years	5	£	£	£	£	£	£	£	£	£	£	£	£	£	£	£	Time:	allow	15	minutes	to	complete	this	activity	Netas	Consider	a	Project	B	in	which	the	initial	investment	is	also	£	100	000,	but	the	subsequent	pattern	of	net	cash	flows	(all	positive)	is	the	following:	Year	1	£	10,000	years	Run:	Allow	15	minutes	to	complete	this	activity
The	cash	flow	status	for	the	FatCat	transport	project	shown	in	Table	2	has	been	revised	from	the	statement	shown	in	Table	1	to	take	ingniredisnoc	si	rebmuL	naksalAdohteM	kcabyaP	eht	fo	elpmaxE.)raey	yreve	ni	emas	eht	eb	ot	demussa	si	hcihw(	raey	rep	tcejorp	eht	yb	detareneg	wolfni	hsac	ten	fo	tnuoma	eht	yb	)tcejorp	eht	fo	gninnigeb	eht	ta
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on	otpecnoc	lE	.n³Ãiculoved	ed	odoÃrep	le	raluclac	elpmis	nat	se	,o±Ãa	sart	o±Ãa	aÃrav	oten	ovitcefe	ed	ojulf	le	is	osulcnI	so±Ãa	ortauc	laugi	0005	rop	odidivid	000	02ni	laicini	n³Ãisrevni	us	rarepucer	arepse	detsu	,0005	£Â	¡Ãres	â	ovitcefe	ed	sadilas	sal	erbos	ovitcefe	ed	sadartne	sal	ed	osecxe	le	,riced	se	â	o±Ãa	adac	ovitisop	oten	ovitcefe	ed	ojulf	le
euq	amitse	detsu	lauc	le	arap	otceyorp	nu	ne	000	02£Â	etreivni	is	,elpmis	olpmeje	omoC	.latipac	ed	laicini	oslobmesed	le	rarepucer	arap	otceyorp	nu	¡Ãramot	opmeit	otn¡Ãuc	,riced	se	,ovitcefe	ed	seroiretsop	soten	sojulf	sol	ed	otceyorp	led	laicini	n³Ãisrevni	al	rarepucer	ne	¡Ãradrat	opmeit	otn¡Ãuc	se	aluclac	oslobmeer	ed	odoÃrep	le	euq	ol	odoT
.selanoicida	ovitcefe	ed	setneirroC	.sovitca	sol	ed	litºÃ	adiv	al	a	avitaler	n³Ãicisopus	anugnin	aroprocni	on	oslobmeer	ed	odot©Ãm	lE	.ovitcefe	ed	oten	ojulf	ed	o±Ãa	rop	000,01$	¡Ãrareneg	euq	y	000,05$	atseuc	euq	oiv	adnab	anu	ed	arpmoc	Investment	that	will	not	be	reimbursed	at	the	end	of	the	4	of	the	project	on	several	several	-	but	if	the	predicted
cash	flows	are	mostly	in	the	longer	forecast	part	in	the	future,	the	calculation	will	incorrectly	produce	a	return	period	that	is	too	soon.	However,	it	has	the	following	serious	limitations:	the	method	completely	ignores	the	positive	net	cash	flows	received	after	the	reimbursement	point,	while	in	the	project	b	were	these	subsequent	cash	flows	the	most
significant.	the	method	completely	analyzes	the	cash	flow	and	completely	ignores	how	much	should	be	invested	compared	to	the	size	of	the	profits.	the	method	assumes	that	all	money	is	of	equal	value	no	matter	when	it	is	spent	or	received.	However,	the	shortest	perusal	of	projected	cash	flows	reveals	that	flows	are	heavily	weighted	to	the	far	end	of
the	period	of	time,	so	the	results	of	this	calculation	cannot	be	correct.	Instead,	the	financial	analyst	of	the	company	runs	year	by	year,	deducting	cash	flows	in	each	successive	year	from	the	remaining	investment.	Thus,	its	use	is	more	at	tactical	level	than	at	the	strategic	level.	average	incorrect.	the	refund	period	for	this	capital	investment	is	5.0	years.
While	the	results	can	be	very	misleading,	it	is	a	commonly	used	technique	and	is	a	quick	method	to	assess	whether	a	proposed	project	is	worth	investigating	more	thoroughly.	the	reimbursement	method	focuses	only	on	the	time	needed	to	return	the	initial	investment;	it	does	not	track	the	maximum	profitability	of	a	project	at	all.	the	reimbursement
period	for	the	truck	modernization	project	is	about	3	years	and	4	months.	the	refund	period	for	this	capital	investment	is	3.0	years.	when	divided	into	the	original	investment	of	$1,500,000,	this	results	in	a	reimbursement	period	of	3.75	years.	if	alaskan	only	has	enough	funds	to	invest	in	one	of	these	.odoÃrep	.odoÃrep	.otroc	s¡Ãm	oslobmeer	ed	odo‐
Ãrep	nu	eneit	euq	ay	,etropsnart	ed	ametsis	le	aÃrarpmoc	,n³Ãisrevni	ed	n³Ãisiced	us	arap	esab	omoc	oslobmeer	ed	odot©Ãm	le	abazilitu	ol³Ãs	is	y
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