1. Based on the scenario and sensitivity analysis you performed above, comment on the overall riskiness of the project.
To answer this question, you have first to calculate the equity cost of the project using Security Market Line. This approach is also known as Cost of Equity.
Ke= Rf + β (Rm-Rf)

Where Ke = Cost of Equity

β = Beta

Rf = RiskFree Rate

Rm = Expected Market Return

Rm-Rf = Market Risk Premium

Ke = Rf + β (Rm-Rf)

=3%+1.35(6.5%)
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=11.775%
Therefore the cost of equity is 11.775% and the appropriate discount factor to evaluate the electric motor project is more than 10%
2. Which of the two controllers should be used in the conversion kit if you decide to go ahead with the project and why?
MT-78 since has low cost
3.  Would you recommend that Electrics accept or reject the project? What is the basis for your recommendation?
Based on demand level I will recommend that Electrics to accept the project since the average demand level is very high.
