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ABSTRACT

There are two objectives for this study of Financial Cost-Benefit Analysis of a Natural
Chemical Project (Neem Extract) in Thailand. The first objective is to analyze the financial cost
and financial benefit of the project and therefore evaluate its feasibility. The second objective is

to analyze the sensitivity of the project when cost and/or benefit of the project are varied.

The project is assumed to be a ten-year project. Three cases of hypothetical production
are studied (1) producing at 50% of full capacity, (2} producing at 60% of full capacity, and (3)
producing at 70% of full capacity. The study is carried out under the assumption of 250 working
days per year, 8 hours a day (except Saturday and Sunday), and 2,000 liters a day for full
capacity. Financial cash flows are derived and used to calculate financial estimates such as Net

Present Valie (NPV), Internal Rate of Return (IRR), and Benefit-Cost ratio (B/C ratio).




The results of this study show that Case(3) when discounted with the standard interest
rate of § percent, yields the best result with NPV of 3,859,892 Baht and B/C ratio of 1.32. The
IRR of Case (3) is 23 percent. Case(2) and Case(1) are found to be less feasible respectively .

A sensitivity analysis was conducted under two scenarios. Under the first scenario the
project’s total cost is varied by 5%, 10 %, 15%, 20% and 25% with the discount rate fixed at 8%.
Under the second scemario the interest rate which is the most important factor determining
production cost of the project is varied from 8% to 9% to 11% to 13% to 15% and to 17% while
the discount rate is assumed to be at 8 percent. Under both scenarios Case (3) yields the best

financial returns.




