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Benefic-cost and sensitivity analyses were undertaken to assess the feasibility of a
shophouses development project in the neighborhood of Northern Industrial Estate in Lamphun
Province.

The initial investment covered the land cost, construction permit fee, architectural
profession certificate fee, engineering profession certificate fee, and construction plan fee. The
costs in the first year of the project involved construction cost of a row of five units shophouses
with three and a half floors, expenditure for electricity, piped water, and telephone systems
installment, and other expenses. The cash outflow involved maintenance and salary costs which
would be rising through time. The benefit of the project would come from the proceeds from
renting out all five shophouse units for five years at an increasing annual rental rate. The discount
factor was set at 8.5%.

The study found the project had Net Present Value of 962,400 baht with IRR at 11.50%
and B/C ratio of 1.20 and thus feasible as a five-year project with the pay-back period of 6 years
and 5 months. The sensitivity analysis was undertaken in four scenarios. The first scenario
assumed a constant total cost and a 10% increase in project proceeds; thus NPV became 1,530,
028 baht, IRR at 13.10% and B/C ratio of 1.35. The second scenario kept constant total cost but
allowed total proceed to decrease by 10%; thus, NPV became 394,776 baht IRR at 9.87% and
B/C ratio of 1.15 the third scenario assumed constant project proceeds and 10% increase in total
cost; hence, NPV became 498,951 baht, IRR at 10.09% and B/C ratio of 1.10. On the fourth
scenario when the total proceed remained constant and the total cost was decreased by 10%, the
NPV became 1,433,788 baht IRR at 13.01% and B/C ratio of 1.33.

The findings suggest the project is economically feasible under all four assumed
scenarios and north investing for renting out. The results of this study also imply that an efficient
operation of an investment project is possible with the effective control over cost outlay and

monetary return.





