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Analysis should include all of the estimated cash
flows associated with each alternative over the
estimated useful lives of the alternatives.

If the alternatives require full or partial financing,
the model inputs should include the cash flows
related to financing and debt service.

Cash flows for future years must be discounted to
reflect the time-value of money.
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The time-value of when benefits are achieved
should also be taken into account.
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When summing net present values that have been calculated
in different years, the net present values should be expressed
in the same year or current year dollars by adjusting them by
inflation, not by the discount rate.
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If the alternatives analyzed have different expected
useful lives, a suitable methodology must be used
for making a fair comparison.
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If costs and benefits are subject to different inflation
rates, the analysis should be based on inflated cash
flows and use the nominal discount rate.

Combined
Costs

If analysis or analytical models are constructed
using the real discount rate, analysis should also
be done using the nominal discount rate.
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Reporting the outcome of the economic analysis
should show the results of conducting sensitivity
analysis on all major assumptions.

* & ITITIETTETIT
VPRI,

Analysis

Questions? Comments? Please contact the King County Auditor's Office at (206) 477-1033




