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1. Decision making for new challenges
Succi

ALB

14%

One month later, Succi, on behalf of the management accounting dgpartment, reported to PCI
management team on improvement suggestions for internal iayestment project evaluation
mechanism, financial evaluation indicators, and model. She also presented the financial evaluation
indicators results recalculated by substituting ALB projett ainto ‘the model. From the result
comparison of new and old indicators, everyone realized{that gvatwrating the profitability of long-
term investment projects requires the consideration of,the;time value of funds and they also started
to understand the relationship between internal iavgstment project budget and annual budget.
Everyone on the management team unanimodsly<égréed with this report. The new internal
investment project evaluation mechanism was @pproved. Based on overall strategic requirements
and past investment project performance; RCI ‘established its evaluation criteria for internal
investment project: dynamic payback pertegs<5,ygears, positive net present value, and internal rate
of return IRR >14%.
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Meanwhile, PCI recognized that the global manufacturing industry is being impacted by a wave
of automation and intelligence, and deploying intelligent manufacturing can significantly improve
financialYhenefits. The R&D department had been actively exploring the direction of automation
anddntelligepce transformation in recent years. In the second half of 2022, the R&D department
inspectedymany advanced production equipment suppliers, hoping to increase productivity and
stabilize’product quality through intelligent transformation of workshops. After thorough research,
PCI plans to achieve lean, automated, and intelligent production as its goal, take the lead in piloting
the update and renovations of intelligent production equipment on the T1 production line of the IG
business unit. After the updates and renovations, the output and the direct material costs remain
unchanged, and labor costs are significantly reduced.

Succi David T1
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Succi received a request from David to give an internal investment project financial evaluation to
the approved intelligent renovation project of T1 production line using the newly established
evaluation mechanism. She has obtained the layout plan of renovated T1 production line and
confirmed that the site size remains unchanged. The investment data of the new and old production
lines, collected according to the newly drafted internal technology investment project basic data
table, are as follows (See annex 1 for details. To simplify calculation, impact of account period is
not considered for all income and expenditure.):
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Question 1:

Please help Succi design a financial evaluation model for reset investment projects with

Tl

different service life (i.e. replacing existing machinery and equipment), select financial

evaluation indicators suitable for reset investment projects with different service life, and

substitute the T1 product line intelligent renovation project plan into the model calculation.
Create a PPT to report the financial evaluation results of the plan to PCI's management team
and provide investment recommendations as well.
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Notel Service life—— The time from when the equipment is put into use to when it is scrapped.

The choice of technology investment projects is not a simple mathematical problem.

( 2 1 )

(The following part is a hypothetical scenario before Question 2, not a hint or quidance for

guestion 1)

PCI 1000 2023~} 10
PCI Leo David Succi
Lucy
According to PCI's regulations, decisions on projects with an investrient exceeding 10 million
RMB will require a board meeting. In October 2023, PCI held an investment themed meeting,
attended by the chairman Leo, directors, General Manager Davigd; and Succi. The meeting also
invited external financial management consultant Lucy to attend:
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David feported the project investment plan together with the indicator calculation results by
the management department and concluded that from the perspective of quantitative financial
evaluatignaindicators, this investment does not have economic viability, and therefore does not
recommend investment in the T1 production line intelligent renovation project. Leo didn’t give his
feedback immediately, instead he asked Lucy for her opinion first. Lucy presented the prepared
latest news from international competitor A&T Company: "A&T has completed their second phase
of intelligent renovation in 2022, and the market is full of expectations for their production
technology innovation, believing that A&T’s products will be more competitive in the future. The
intelligent renovation of production in the domestic blood products industry has just begun. If PCI
can take the lead in trying intelligent production, it will have a positive impact on the company's
market reputation. . Leo then said, "I agree with Lucy's proposal. We should not only focus on
the front gains or losses of the intelligent renovation project, but also need to consider the
exemplary effect of the project's success on other production lines in PCI. This is a positive attempt,
and we can summarize the experience for the comprehensive implementation of intelligent
production in the future. The management department has formulated an internal investment
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project evaluation mechanism this year, which has played an effective role in supporting project
investment decisions through financial evaluation of internal investment projects. However, we
also need to realize that investment decision is not a simple mathematical problem. For special or
important investment projects, in addition to quantitative methods, we also need to fully consider
qualitative influencing factors including strategy, market environment, and the relationship with
investment. David, please organize relevant departments to jointly study how to combine
quantitative and qualitative analysis to provide a basis of investment decision-making for special
investment projects. " Leo requested the consulting team to cooperate with the management
department to complete this task after the meeting.

T1

Question 2:

The choice of investment project is not a simple mathematical problemZBased on the above-
mentioned investment meeting of T1 product line intelligent.rengvation project, please think
from a qualitative perspective, which other factors also need te b€ considered, and even with
a conclusion that is opposite to quantitative analysis? HowAte balahce the considerations of
qualitative and quantitative factors in technology investment gecisions?

- End -
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