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3. Do not look at the other exam pages and do not start to work yet. Wait until all students
have an exam in hand and Kristen says you may proceed.

S. Write your name in the upper right comer of pages X through XX. Read the exam all
the way through before starting to write answers to questions. Pace yourself so you get
to answer all questions. Partial credit will be given-show your work!

6. To receive full credit, your work must be neat, orderly, and easy to follow. Think before
writing so as to make your points directly and concisely. State all assumptions.

7. Any answer requiring a calculation or rational process must show the method of arriving
at the answer. The answer alone is not sufficient.

9. tfyou do not have enough space for answering a question where space is provided,
please continue on the back side of the page you were writing on. Write that you are
doing so next to the question.

10. If you find it more convenient to take the staple out from this packet, go ahead and do
so. When you turn in your exam, put all pages back in order and staple them back
together (a stapler will be available).

11. In case you have questions for clarification you may ask Kristen or William privately.
Raise your hand to call their attention; do not get up!

12. This quiz consists of pages X through XX, there are six (6) main problems and they
have several parts. The total point value is 100. It is your responsibility to check that all
pages are included and turned in, in the proper order and stapled together.
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Problem 1 (10 points): Bonds
The City of Berkeley wants to build an addition to Berkeley City College. To fund the project,
they have decided to offer bonds. The project is expected to cost $20 million. The city would
like to fund 75% of the project with bonds. The city plans to selL15_,ililQ12ondsof equal value.

r

.~~~~

1.2. The bond rate is 8%, and the bonds will have quarterly coupons. The city plans to
build the project in 2020, so they elect to sell bonds that mature in 10_:Z~~t:s.The
citizens of Berkeley are very con1mitted to education, so all of the bonds sell within a
month of being put on the market. Assuming the city has a U-million a!"l:E.:tJ.~l~_~~~et
to pay their b~nd_ho1gers.,can they afford the payout each year (6 points)?------g1. ~ j'Z1u pB( QV1(1f(tfIY)

<---?, )

A ~ IOOO((~} ~ 600 f -L...- .~'--15 J 000 hoicf e-rs ""'- I 2 )~.J 000 7 IJ ooo--J oG-'o

V-I ho1dU- ~ecv(

\hOJ the;~ (CAnnot Cif~rJ P~j~ eCf~//
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Problem 2 (15 points): Benefit Cost Analysis
Podunk University is considering adding a new science laboratory to their campus. They
consider the following projects:

Laboratory A Laboratory B

Initial Cost $70 million $68 million

Annual Operating &
$3 million $5 million

Maintenance Costs

Annual Benefit $12.5 million $7 million

Lifetime 20 years 20 years

Salvage Value $20 million $5 million
.

Using a modified benefit-cost analysis, please state which project Podunk University should
pursue. Ll2. ...S rJI ._ .. ~12AJM

12.5 - j "' 1.2--00 "/ I .; . r -- .-- -- -- .'- " -\ . . .-;-- .

7.6,.6 3fV\

"lOM

l) :;:I ::l. 5 /VI

O+-M =' :> (III

GR~ to ("lp jIO/2cO) -z.o(AIrJ 10,.2-0)

-:0 10 (0.\11'5)- 2-d(o.(J/ =rsj ~ T,~rS j\A
-::r\'A 5 jV\
--- ~-'"- - -- ._- --"._.~ -' .-

b~ t-A
\3:: :r- [V\

0+(\/\ <- 5 N

GR'" ~gC,lr/PJI01W) - S[A/fJIf?) 7-0')
-:-108(a'\I~(;) - 1--0[(/,(/'115)'" T,~Lt

~P~~ f'rujeuA[ V
---........""'''"'''-''""'--
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Problem 3 (30 points): Deci~ion Trees
As the owner of a construction company, you are £.onsidering}uying a new wrecking ball (yo~.
do not have to bu anything!). You are hesitant to purchase a wrecking ball, as it is a large
expense, and you have read reports that these machines may have faulty booms, causing the
ball to come unhinged, and damage the surroundings. You have the following information
about the probability that the boom is faulty:

Net Benefit in present-day

Boom's Condition P(Condition)
?ollars (account~
and depreciation over the
wrecking ball's lifetime)

Non-faulty .95 $25,000

Faulty .05 -$75,000

3.1. Draw a decision tree to represent this decision (8 points)
faul - $ ':rsIOOD
p", o.os

3.2. Roll the tree back and based on your analysis, state whether or not you should
purchase the wrecking ball. State your rationale (3 points).

£ MVfG\lI\ltlj-:' --=r&,C>OO(o,OS,j-- - 31-50

E-M V i'\QI1-fO\M~t:1~ 2s ,000(0.01 5) .,. 23) -=tSO

£: M V bill 'j '" 2- '3 -=tS0 - 3 ~ ~ 0 :::f2-oJ 00a
f-M V doV\Gt'b~J ;. 0

I 6"hOv\\c( plArDhC1Jt- 1:h-e wrtvfClh~ bClt1
btcQ\ UJt, GMVbV\:j ., eN vdO~~b'1'j---
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The company who produces the wrecking ball offers you a "try it before you buy it"
option fOF$1,000. This option all.ows you to rent the wrecking ball for one month, use
it, and then decide whether or not to purchase it. Based on pre~s customer's
!ypO~ you have the following information about the probabilities that a faulty boom
would reveal itself within the first month of use: IOIAerCOd:,"" ·-f1rs~"\-t--.

"I.ll~rw8{." ~.¥

P(boom fails in first monthlboom is faulty) = .75 '<'" f (f Ifj 0.25 = P(n If")

P(boom does not fail in first monthlboom is not faulty) = .99 P (h IN') O· 0\ ~ P(of I tv)

~(f)~o.d5
r(N)~O.qS

Draw a decision tree, showing all relevant probabilities, to represent this decision (17
points):

fc.\lAlt'1 -~rS,ooo ~
p.0.05

Y\&l
f(.\1.(1~ ~)..~}OOO
1'< (j.r/f}

EM\Jby'j

: f 2-0,000

B Mlrt-~'~

2--3700 .
(0. &/S 3)

faM Ih frr,rt- tno .

f'~.o'"t"
- $ '7S ,ooo. ~

~ :2-3 :rOO

~ ]"SJ 000

ded noi fO\l1 11'1hr!t tJrll/;,

\,:oo."I~~

FfQ\'~\l\fn-lt~1h ~ p ~I f) f'(F) +- rrf IN) f'(N) ""(o.T SJe0' Os") t (0,01 '(O,q 5) -:.0, Cf Lt-:r

f\\ofq>.\"l\{yY{t~th~p(h\flr[f)-l fifY\IN)P(N)"" Co.:tsXo.OS) + (O·QP1ra.O/S) ,,0.953

ffcul\nJ.Yl\Q : (0,-"5[0,05)< O'tq'6 ~\".lIfO\\\\I\J..-f>,.~.o (U.?--5rO.OS): a.or~
"I\'\t\ fG\l<\ltj o. a '11- 14 ~""ll'"1 fl. q S ~

P f~(\ Ih }"', '; CCI.~1 XU .01.S ~ (J.2-0 "V r !.({(-VI,I I" 11'>-.4 -; (0 ~q)(u ,q5") -;; G' . 'fA
ll\\'\dI hU t fc<I.Io\. 0' • (;''1f "NI\ 1\'" f1.-~ U ,(H 3

3.4. Based 011 your decision tree, do you choose to "try it before you buy it"? State your
. ------

rationale (2 points),
\

.~e\J0n
oolt_~~~:~"_be:~(:~~;;~~:~:~1'J

v
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Problem 4 (20 points): Critical Path Method Calculations
The following questions concern completion of a small construction project comprised of
activities A-G.q---~

4.1. Given the following information, siraw au...ac.tiYity on ~ diagran; and-filLiJllhe ,
eIBP..!yseUsin the following table. List the ,e.ar1¥-start,early finisl}.,lat~ start:, anOJate-. .
~a:tes on the diagram,.E1~E_sLude, ..a.J~nd (18 points).

Activity Predecessors Duration

A 4

B A 6

C A. 8

D A 7

E B,C,D 4
lJ;G&JVP

~ F C,D 6
~

~~
G E,F 2

b

o 0
o 0

••••
••••
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Problem 5 (12 points): Organizational Structure
The Lawrence Berkeley National Laboratory, LBNL, is organized into Divisions around given
areas of study, e.g., Life Sciences. An excerpt of their organizational chart is shown here:

CHIEF OPERATING
OFFICER
J.T. KRUPNICK

OPERATIONS
J.T. KRUPNICK

ssociate
Laboratory
Director and C.O.G.

.P. GURSAHANI
Deputy C.O.O.

LIFE SCIENCES
J'w. GRAY

ssociate
Laboratory
Director

ENERGY &
ENVIRONMENTAL
SCIENCES

acant
ssociate

Laboratory
Director

COMPUTING
SCIENCES
H.D. SIMON

ssociate
Laboratory
DirE?ctor

GENERAL
SCIENCES
J.L. SIEGRIST

ssociate
Laboratory
Director

ENVIRONMENTAL
ENERGY

ECHNOLOGIES
.J. GADGIL

Division Director,
cting

COMPUTATIONAL
RESEARCH
H.D. SIMON
Division Director

5.1. What type of organizational breakdown structure is this (1 points)?

f vtnrA/tOY"\O\ \ /

5.2. State you rationale for the answer you gave in 5}(3 points).

BeCQ\Ase the \G\borO\~ 1& br(JKW tAP;1t'to brC1nGh~ basee{. .
pYl\llcwIIU on fV\n(>t'\OV"ilt rote! \n£:tcO\c( err prurevrs [er prv0t4u"S, {OCectlO1~)
I -4 v t7'( €/lA' torh $'~

\t I~ (jle(AVl~ hut fA mct1¥fX ~tylA(.,t1t1't ~l'Y1ce- tl0pYl>Jf:-0t mOfV1Ot~tS: aare

o\n\~~~d ~\OI', wf ~ M~(forlNk1Mb Dlrevt~·
(f\AlrvtVl'Iho4t ~~(,'r)
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(,mp\~0t% tOOK on\~ t>J fv\(\c"t"\VV\G'tA, [100 C\1{CirAoUe c(\(et-tcKs) fc-r OtLt~1~ - lht:fC .
oh·~(;t«<.{ {int (vnu ti I( fA ,vnolihl'd lJ\'f lJ'tt, I( f1A IA Crtl(MCt! 101b otr.fJl flc1; [, pec.rfl"
PY\>jt~W~ ~plty~ ~C1\K ho-vh{. tv tvVI\ t'J fCy trii]CcA"pec.1f)t-pYJ}:;11fl"'f·

-K\.ft1j~rJJ~ Q'Yv\'1 ~h-n\!ho\.V\,.rt-n e.~(lh f}AY\~!M O\V1JV1f f1h\(Nl, fh\~lS
wuvWt-j peay kj c:VOYo'\ H\ vdt ~ ~'y\-\' 't1i I'"(i~ '" r pnJ r vt ct~t \j'

- /
. poor 'n tetrffitf)/ \IV I (itAJ tor rn etJ

/ f)tefJ\\A<\( {kr( fit\{ no PYlJjEf/t h~dU I rt It oilfflCMl1:- -f(K ct- (.Mtt~r t(j ft·..,of. e·x cttCL-:f
()vt ~vY.Wn fn VYlfAY(f' tv atH'Ct14J ( CP1'\Gt YhJ ~ O'vl r , rvJ tU .
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lJ.--Problem 6 (13 Points): Contracts
Read the attached article and answer the following questions.

6.1. How could the contractor argue that he should be allowed the extra time for
t{ completion (due to rain delays) using the Time Provisions clause (4 points)?

1h0 TIme- PrzJVtS\c1\S olC\u<;e,- etCUf:S 61tMlititlons Ih WhlcKl (N uhtrac;tPr Will toe
(A\\o~o\ m(jre t'lmf to (()r)tple~ (Iv. pNJeCtt. 1h\& c\CHHe Often IYlc;,(vtotes G\t\A~

,nVd\V\Y\'j •ACtt& of (Joel PI; II \<t rOlI~'

6.2. Draw the contractual relationships between Jerry Gordon of RiverWalk Crossing,
McDermott's Grill, Midnight Rodeo, and Orda (4 points):

o vvn €II \.---J Ortt ov 1 . C\b~ l-tme- -thO\It
J'(:,rYY\ GCfcH)Y\ r .I-- ~ \ nee- 0 y-olot.- \ -s J'Af; ~

\'o\C1\'d to ct" ~., W\ O\n 0\ ~y J

I tht'j CA rt Y\Clt I Y\- 0 !fC-vt"
cur-t'rGtV'tuM ~jf'et'rrwnk tA1

-\7N. tc't\ 0\nt~
__ . p'\~ttfAcl J P t /h~ru:oro{ (}l,. I.f

fM cpe~rYlott'S GoI'll \ ] ! M Ic.tn\~ht ~deo YI" en t\/,N\.( 0\ rn eN- (6f<l,or;uLJ
. Of ~~ ~ OI/Vy..{"y ()t~d

tr--t tvt'\ ct Y\if$ .

6,3. Based on this article, what commercial terms would you guess this contract contains?
State your rationale (5 points).

?~rhC\p&" -tY\tS cmtrG1vt I b Ov OoG-C- 'fB\rn blJ\rGC\b)-e G-CJhCfctct J meV1 hlY\5 thCC-t
orvtc\) O\-i th\'lCi\G\~-1»-ctG\~ I'YIG\naq.0t I~ telm\'?l.{t~-eO -rorotl1 of the coet the~
~C\ th-0r ~ IiH el~t' IN fiX ed - fee J pe tel rrLQ'" eJ 0'(" 1l1(£{\.ff\rC -fee",

CI dI \ 0 ~ n In (;\ f- I'\for \/\tot \ I' C,0' & S \f1 0-
\ £HSl\me mu ts {h~GC1~t'J pe[o..U~-t- !;\hc.~ r eN I~ v u
YYl0\\0'j GI\ttM,::\. tnl',\\ WIll not ""VIn t to YI & k \a& I P5 fJ\1/1'l mUte If t}le prvJ e£,t

. ~O{~ OV'tr b'v\ct~t· .
.• Sil\u C"'~ M.C/'I~'f)" •• ,f' 1Jr;.5 Mlf pc:lct, ~sl "tkt, .f.t?mJ. Pr,'U -:- /
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Rain check: Poor weather delays
construction of RiverWalk Crossing
addition -

I

Posted on: Wed, 17 Feb 2010 22:10:40 EST

The long-awaited phase two of RiverWalk Crossing is coming together, with two 25,000-
square-foot mixed-use buildings rising up at the Jenks retail center.

JelTYGordon, owner of RiverWalk Crossing, said he's glad to be under way with what is
Planned as a hve-ouilding addition nortl1ofthe existing development.

But~s in the $5.5 million, two-building section aren't over yet. Due to unusually wet
weather ring construction, the completion date for the two buildings has been pushed back to
June.

"We just had so many delays with the rain, it's been a nightmare," Gordon said. "I've never seen
it like this in all my years of developing."

When the buildings are finished, they'll have major tenants ready to go. The first floor of one
will be completely taken up by.McDermott's Grille. a restaurant and music venue co-owned by
Jim McDennott, owner ofMagoo's Restaurant & Billiards in Tulsa.

The first floor of the second building will feature.,MidnighLRodeol a new location for the
country and westem club chain that also operates in Dallas and San Antonio.

A 350-seat amphitheater is also being built. Though similar to an existing amphitheater at
RiverWalk Crossing, it will have a changing room and a backdrop suitable for plays or
projected movies.

Gordon said he's hoping to put up the remaining three buildings in phase two soon -- in the gap
between the buildings under construction and the RiverWalk Movies structure.

"The banks are having a really difficult time right now, though hopefully things will loosen up,"
he said.
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American National Bank of Texas is the main lender for the RiverWalk project, though Gordon
tumed to Dallas-based Orda COlJ2,-fuLa.-.s.upp.kmentalloanof $3 million. Orda has assumed
day-to-day management of RiverWalk Crossing. ' '" -

Construction is also well under way on the RiverWalk Apartments, a separate development by
TranAlliance Development Group. The company, headed by John and Stuart Price, purchased
the northem 10 acres of the area from Gordon for $1.8 million in 2008.

In the original part of RiverWalk Crossing, Calistoga Grill has opened in the former location of
the Alehaus restaurant.

The former location of the TK's 2 Asian restaurant remains closed, though Jeff Kaste of Grubb
& Ellis, leasing agent for RiverWalk Crossing, said he has leased it to Twisted Tilt, a 5,843-
square-foot bar and grill with a dance floor.

Blind Lemons, a blues-oriented bar, is expected to open soon in the northern 5,080 square feet
in the shopping center.


