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A Case Study on the Application of Shipyard
Capital Investment Appraisal and Management Procedure

Ju-Chull Pack’ - Sung-Tae Yun®

This paper analyzes the facility investment appraisal process of a real world shipyard and proposes
several improving points. For this purpose the investment appraisal sheets are investigated in terms
of the theory of the discounted cash flow (DCF) method. Through this investigation, the differences
berween the theory and its application are clarified and it is tried ro resolve the gab by applying the
DCF method appropriately including explicit use of actual cash flows in revenue and expense
expressions. It is also proposed that some portion of the capital loss caused by defending facility sales
may not be the sunk cost and that the portion can conceptually be‘calculated by the difference

between economic value and sales price.
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