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ABSTRACT

This study has two main objectives: 1) to present a feasibility study of financial costs and
benefits of investing in building tourist lodges at the Royal Agricultural Project Station at Doi
Intanon; and 2) to examine a sensitivity analysis when costs and benefits are varied.

In this study three alternatives of investment plans were conducted. Alternative I: 8 type
A lodges with a conference/general service hall are to be constructed. Alternative II: 10 type B
lodges with a conference/general service hall are to be constructed. Alternative III: both 8 type A
and 10 type B lodges with one common conference hall are to be constructed. The business life
for all the three alternatives is assumed to be 10 years. Discount rate of 10 % is used in
calculating present values of the project. Net Present Value (NPV), Benefit-cost Ratio (B/C
Ratio), Internal Rate of Return (IRR), and pay back period are calculated for all the three
alternatives.

The results of the study show that all three alternatives are financial feasible with
Alternative III as the most profitable. Its NPV is calculated to be 37,721,485 Baht, with B/C

Ratio of 1.68 and IRR of 31.78. Pay back period for this alternative is 4 years and 6 months.



Alternative II project is found to be less profitable with NPV of 19,781,770 Baht, B/C Ratio of
1.60, IRR of 30.37%, and pay back period of 4 years and 9 months. Alternative I project is found
to be the least profitable, with NPV of 9,970,800 Baht, B/C Ratio of 1.31, IRR of 20.52 %, and
pay back period of 5 years and 9 months.

On the sensitivity analysis, the study is conducted under three scenarios of changes in
costs and returns. The first scenario, variable costs are assumed to increase while returns and
discount rate are assumed to remain constant throughout the project life. The results of the study
show that Alternative III project is the best investment as its variable costs can increase up to
194 %. For the second scenario, returns on investment are assumed to decline while costs are
assumed to remain unchanged. Under this scenario, Alternative III investment is again found to
be the best option as its returns can decline as much as 40 %. Under the third scenario, variable
costs are assumed to increase while returns on investment are assumed to decline. Under this
scenario and with the same discount rate used, Alternative III investment is found to be the best
option. The project is still financially feasible if variable costs increase as high as 65% and while

returns can decline as much as 27% at the same time.



