Engineering Economy


                                      NAME ___________________

Quiz #3    Date: March 31, 2005   SHOW WORKING

1) Calculate the MACRS depreciation percentage deductions for a 4 year property class, assuming mid-year convention and zero salvage value. Show your calculations as a table, with your working clearly shown. (4 points)
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	S.L
	DDB
	MACRS

	1
	
	0.5*0.5*100%=25%
	25%

	2
	(1/3.5)*(100%-25%)=21.4%
	0.5*(100%-25%)=37.5%
	37.50%

	3
	(1/2.5)*(100%-62.5%)=15%
	0.5*(100%-62.5%)=18.75%
	18.75%

	4
	(1/1.5)*(100%-81.25%)=12.5%
	0.5*(100%-81.25%)=9.375%
	12.50%

	5
	0.5*12.5%=6.25%
	
	6.25%


2) A project has the following cash flow. Depreciation is $500 per year. Calculate the after tax cash flow, assuming a tax rate of 30%  (3 pt)

	Year
	Cash Flow
	Depreciation
	Taxable Income
	Tax
	After Tax

	0
	-2000
	
	
	
	-3000

	1
	900
	-500
	400
	-120
	780

	2
	900
	-500
	400
	-120
	780

	3
	900
	-500
	400
	-120
	780

	4
	900
	-500
	400
	-120
	780


a) What is the effective tax rate with a federal marginal rate of 33% and a state marginal rate of 9%? (1 points)
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b) What is i) the marginal tax rate and ii) the average tax rate paid by a corporation with $80,000 of taxable income. The tax rates are (ignoring the odd dollar round off) (2 points)

	Taxable Income
	0 -40,000
	40,000 – 100,000

	Tax rate
	25%
	32%


i)  
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