
Tutorial Question and case week Four session two 
A company is experiencing capital rationing in year 0, when only $60,000 of investment finance will be available. No capital rationing is expected in future periods, but none of the three projects under consideration by the company can be postponed. The expected cash flows of the three projects are as follows.
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[bookmark: _GoBack]The cost of capital is 10%. You are required to decide which projects should be undertaken in year 0, in view of the capital rationing, given that projects are divisible. Also work out the NPV of each project over the 4 year period based on the expected cash flows.
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