Discussion Questions: Unit 3 – Cash Flow Forecasting

1. What is an independent project proposal?

2. What is a mutually exclusive project proposal?

3. Define the term “incremental cash flow”.

4. Define the term “book value”.

5. In the U.S., if an asset is sold for more than its book value, the difference is taxed as a gain.  What are the tax consequences in your country for a similar action?

6. Define a sunk cost, and give one example.

7. Define an opportunity cost, and give one example.

8. Define net working capital.  Give one example of a change in net working capital associated with a firm introducing a new product line.

9. What is a terminal cash flow?

10. Does your firm do cash flow forecasting for new investment proposals?  Investigate and briefly report your firm’s practices.

