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Agenda 

ïCost Benefit Analysis 

 

ÅDevelopment Of Project Cash Flows  

 (Part 3&4 of the book) 

ïDepreciation 

ïTaxes (Effect Of Depreciation) 

ïFinancial Statements 

ïCash Flow  and Sensitivity Analysis 
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Cost Benefit Analysis 

ÅEngineers use tables, sheets and future 
forecasts to make the company decide on 
investments 

 

ÅTry to measure in numbers and be rational 

 

ÅIf not possible try to put immeasurable 
benefits as numbers again. 
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Cost Benefit Analysis 
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Usually applied in Governmental Projects 



Development Of Project Cash Flows 
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Depreciation 
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Depreciation 

Å  Definition:  Loss of value for a fixed asset between two periods 

Å  Example: Market values of a vehicle over 5 years 

 

 

ÅAccounting Depreciation:  For tax calculations  

 

ÅEconomic Depreciation:  For inside use only 
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Price = 50,000 Dn= 10,000 per year for N=5 



Types Of Depreciation 
for Managerial Decisions 

TR 
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Depreciation 

Only Straight Line Accounting Depreciation is applicable in Turkey 

without salvage value. 

 

Others can be used if required for managerial purposes 
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ÅHow long is the depreciable life? 
 

ÅHow much the salvage value?  
 

ÅCost     
 

ÅMethod of depreciation  



Depreciation 
Cost Basis (BUT) 

Cost of a new hole-punching machine (Invoice 
price) 

 

$62,500 

+ Freight 725 

+ Installation labor 2,150 

+ Site preparation 3,500 

Cost basis to use in depreciation calculation $68,875 

Conflict with the rule Depreciate Early 
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Straight Line Depreciation 

•Annual Depreciation 
 Dn = (I – S) / N 
  Dn = I / N  (Turkey)       
•Book Value 
 Bn = I – n (Dn) 
where I = cost basis 
     S = Salvage value 
    N = depreciable life 
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S is always zero in Turkey  



9.2. Straight Line Depreciation 
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9.2. Straight Line Depreciation 
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9.3. Declining Balance Depreciation 

14 



9.3. Declining Balance Depreciation 
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9.4. Declining Balance with conversion to SL 
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9.4. Declining Balance with conversion to SL 
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9.5. Units Of Production Depreciation 
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Asset Depreciation Range (TAX)  
Use least No of years, Max percentage 

Announced  by  
Ministry of  
Financial Affairs  
At the beginnigg of 
each year 
İn Turkey 
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MACRS (TAX) 
Depreciation (USA - Incentive) 
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9.6 MACRS Depreciation  
(USA – Personal Property with trade in) 
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9.6 MACRS Depreciation (USA – Personal Property) 
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Depreciation – Profit – Tax  
and Cash Flow 
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Accounting Profit 

Net Cash Flow = NI + Dep. 
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9.8 Calculating Tax 
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9.8 Calculating Tax 
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Taxes for Turkey (2014) 
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Taxes for Turkey (2012) 
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Depreciation – Profit – Tax  
and Cash Flow 
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Finantial Statements 

ÅIncome Statements 
 

ÅBalance Sheet 
 

ÅCash Flows 
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Financial Statements 
 Monetary Transactions -> Causes a new Picture 



Financial Statements 
Income Statement 
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Financial Statements 
Balance Sheet (Picture of the company) 
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Financial Statements 
Balance Sheet (Picture of the company) 
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Financial Statements 
 Cash Flow -> Budgeted Monetary Transactions 
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Sensitivity 



Financial Statements – Future Scenarios 
 Sometimes we apply statistics 
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Financial Statements & Ratios 
Balance Sheet – HOW Healthy  
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Financial Statements & Ratios 
Balance Sheet – HOW Healthy  
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Classwork – Next week 
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Classwork – Next week 
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Next week 

 

 

Project Cash Flow analysis  

with or without spreadsheet 

 

Power of Cash Flows against Financial statements 
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