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MSE 304 – Engineering Economy

INSTRUCTOR:


Ahmad R. Sarfaraz, Ph.D. 

Manufacturing Systems Engineering and Management Department

Faculty office: EA 1305; (818) 677-6229

E-mail address: sarfaraz@ecs.csun.edu

Office Hours: TTH and by appointment

Department Office: EA 1308; (818) 677-2167

TEXTBOOK:



Engineering Economy, Fifth Edition, Leland T. Blank and Anthony J. Tarquin, McGraw-Hill, ISBN 0-07-243234-9

COURSE PACKET:


Lecture notes for most sessions will be available at http://www.ecs.csun.edu/~sarfaraz
CATALOG DESCRIPTION:


Prerequisite: Math 150B. The systematic evaluation of the economic benefits and costs of projects involving engineering design and analysis. Economic decision making in an environment of limited resources and uncertainty. Present economy, the economy of multi-year projects, selection among competing alternatives, sensitivity of outcomes to input parameters, before- and after-tax analysis, replacement economy, inflation, and estimation of future events.

TENTATIVE SCHEDULE:

This is a tentative schedule.  Some modifications may be made to the schedule in order to better meet the needs of the class.

Week

Topic Area

Chapters
    Assignments, Exams

------------------------------------------------------------------------------------------------------------

    1
Introduction to interest rates

Ch.1


------------------------------------------------------------------------------------------------------------

    2
Factors




Ch.2


-----------------------------------------------------------------------------------------------------------

    3
Combining Factors


Ch.3

 -----------------------------------------------------------------------------------------------------------

   4
Nominal and Effective Int. Rates 
Ch.4

Problem Set 1

-----------------------------------------------------------------------------------------------------------

   5
Present Worth
Analysis

Ch.5


-----------------------------------------------------------------------------------------------------------

   6
Annual Worth Analysis

Ch.6

-----------------------------------------------------------------------------------------------------------

   7
Rate of Return Analysis

Ch.7&Ch.8
Project Status Report


-----------------------------------------------------------------------------------------------------------

   8
Benefit/Cost Ratio Analysis

Ch.9

Problem Set 2

------------------------------------------------------------------------------------------------------------


   9       Catch up and Exam




Exam#1

------------------------------------------------------------------------------------------------------------

  10
Replacement Analysis


Ch.11


------------------------------------------------------------------------------------------------------------

  11
Effect of Inflation


Ch.14
 
------------------------------------------------------------------------------------------------------------

  12
Depreciation



Ch.16

Problem Set 3
------------------------------------------------------------------------------------------------------------

  13
After-tax Analysis


 Ch.17



-----------------------------------------------------------------------------------------------------------

  14      After-tax Analysis


 Ch.17

Final Report
-----------------------------------------------------------------------------------------------------------

   15 
Sensitivity Analysis


Ch.18 

Problem Set 4

----------------------------------------------------------------------------------------------------


   16







Final Exam


-----------------------------------------------------------------------------------------------------------

COURSE OBJECTIVES: 

This course is designed to contribute primarily to the students’:

· Knowledge of, and ability to apply, time-money relationships, cash flow, and effect of inflation

· Knowledge of, and ability to apply, evaluation methods such as present worth method, annual worth method, rate of return (ROR) method, benefit/cost ratio (B/C) method, and incremental rate of return analysis

· Knowledge of, and ability to apply, depreciation schedules 

· Knowledge of, and ability to apply, replacement analysis

· Knowledge of, and ability to apply, after-tax analysis

· Ability to learn independently and as a member of a collaborative team

· Knowledge of contemporary issues

· Ability to apply communication skills - writing effective reports

· Ability to demonstrate competence in engineering economy on the Fundamentals of Engineering Examination required as part of the PE registration process

STANDARD OPERATING PROCEDURES:

1. Class members are expected to maintain personal and professional standards consistent with the Code of Ethics of the National Society of Professional Engineers, the Preamble and Fundamental Canons of which are as follows:

Engineering is an important and learned profession. As members of this profession, engineers are expected to exhibit the highest standards of honesty and integrity. Engineering has a direct and vital impact on the quality of life for all people. Accordingly, the services provided by engineers require honesty, impartiality, fairness and equity, and must be dedicated to the protection of the public health, safety, and welfare. Engineers must perform under a standard of professional behavior that requires adherence to the highest principles of ethical conduct.

Engineers, in the fulfillment of their professional duties, shall:

· Hold paramount the safety, health and welfare of the public.

· Perform services only in areas of their competence.

· Issue public statements only in an objective and truthful manner.

· Act for each employer or client as faithful agents or trustees.

· Avoid deceptive acts.

· Conduct themselves honorably, responsibly, ethically, and lawfully so as to enhance the honor, reputation, and usefulness of the profession.

2. Class members are expected to submit original work.

3. Class members are expected to attend class sessions and to be prompt.

4. Class members are responsible for material reading assignments and practice problems.

5. Tardy submissions are unacceptable.

6. Class members will be considerate and respectful of their colleagues.

7. Withdrawing from this course should be done during the first two weeks of the semester. Please note that failure to officially drop this class results in a grade of U (an equivalent of an F on your transcript). See FAQs at www.csun.edu/~msem for additional information regarding withdrawals.

8. It is a University requirement that all undergraduate and graduate students must pass the Writing Proficiency Examination (WPE) as part of their degree. Delaying the completion of the WPE requirement can delay your graduation. See www.csun.edu/~udwpel for complete information.

9. University course roster determines the major of each student. Students whose majors are not correct must submit a change of major within the first three weeks of the semester. Undergraduate students must submit the Major or Minor Change or Declaration form. Both forms are available at www.csun.edu/a&r/formslst2.htm 

10. All undergraduate students majoring in MSEM Department programs are encouraged to add their email addresses to the Department listing. This listing will be used for special notifications (e.g., academic advisement notices, social events, and emergencies). Please use www.csun.edu/~msem/faqs.htm to be added to the list.

EVALUATION:

25%- Midterm Exam: open book & notes, calculator, no neighbors.

30%- Final Exam: open book & notes, calculator, no neighbors.

20%- Practice Problem Sets, 5% each

10% - Final Project Report

10%- Two to four 15-minute Random Quizzes (Homework based).

5%- Attendance and Class Participation

Letter Grade Scale: A:90-100; B:80-90; C:70-80; D:60-70; F: below 60

Note: A plus/minus grading will be used. 
TEAM WORK:

Teamwork is required for some of the problem sets (instructor will determine which of the problem sets are to be submitted individually or as teamwork) and term project. Thus, students will be required to be part of a group (team size: 2-3).  Under these circumstances, students may be asked to complete a team member performance evaluation for the other group members. All team members are expected to contribute similar amounts of work to achieve team goals. The evaluation provides the opportunity for student feedback on this “division of labor” within the group.
PRACTICE PROBLEM SETS:

Use 8.5” x 11” paper, no spiral notebook fringe; one side of paper only; staple pages together in upper-left-hand corner; name and course number on each page.

Present problems in sequential order; indicate beginning and the end of each problem and work should be original.

For most sets, a random selection of problems is graded; points for such sets are determined in accord with:


{(#Correct/# graded)+(# attempted /#assigned)} x 2.5


4.5-5.0=A, 3.7-4.4=B, 2.8-3.6=C, 1.9-2.7=D, 0.0-1.8=F

Problem sets are due at beginning of each class assigned; late work will not be accepted.

Problem sets should not be left in Department Office.

MSE 304 -Engineering Economy –Problem Set Evaluation

Problem Set _____

Name________________________

Name________________________

Problems


Attempted

Correct

1. 


________

________

2. 


________

________

3. 


________

________

4. 


________

________

5. 


________

________

6. 


________

________

7. 


________

________

8. 


________

________

9. 


________

________

10.



________

________

.



.


.

.



.


.

n



________

________

Attempted _________/ (    )  =
_____

Correct
     _________/  (    )   =  
_____






Total


      
_____x2.5=_____


PROJECT AND REPORT

Select one of the two following topics:

1. Investing in mutual funds: Select one mutual fund from each of three different firms. Acquire information about the funds, their policies, their costs, etc. Track and graph the value(s) of the funds from XX/XX/200X through XX/XX200X. Determine your before-tax rate of return on each of the funds (including your costs of investment). Assess the relative performance of each of the funds
2. Investing in a private residence: Select a private residence currently on the market. Acquire information, estimate costs, and generate a cash flow associated with investing in the residence. Based on your results, determine the after-tax income that you will need in order to afford the residence. (Note that being qualified for a mortgage does not necessarily mean that one can actually "afford" the residence.)

Note: There are a number of sites on www from which information and guidance can be acquired regarding both of these topics:

A one-page Project Status Report is due by each group at the beginning of the class session on XX/XX/200X.

The report should identify the project topic that you have selected and briefly describe the work accomplished to date. The report must be typed.

The final Project Report is due on XX/XX/200X, and should include:

· Abstract (one paragraph)

· Description of Purpose (maximum one paragraph)

· Statement of Process (maximum one page)

· Presentation and Discussion of Results (maximum four pages)

· Appendixes (to include copy of status report plus supporting documentation, including references as appropriate)

· The report must be typed, double-spaced, using an easily-read font with standard margins, on 8-1/2" x 11" paper.

· It is expected that proper English grammar, spelling and sentence structure will be used. 

· The report should be stapled in the upper-Ieft-hand comer and no covers or bindings should be used.

· Spreadsheets should be used for data analysis, and graphical representations must be computer-generated.

· It is a fundamental principle of academic integrity that the authorship of the intellectual content of work that is submitted as part of a class assignment must be fairly represented. Contributions of language and thought must be appropriately credited; submissions that do not do so are not acceptable.

MSE 304 -Engineering Economy -Project Report Evaluation

Name________________________

Name________________________

Topic________________________

	
	Poor
	Fair
	Average
	Good
	Excellent

	Format Considerations:
	
	
	
	
	

	Typed Double Spaced
	1
	2
	3
	4
	5

	Length Restrictions
	1
	2
	3
	4
	5

	Standard Font, Margins
	1
	2
	3
	4
	5

	Organization ( i.e. Abstract, Purpose,

Process, Results, Appendices)
	2
	4
	6
	8
	10


	
	Poor
	Fair
	Average
	Good
	Excellent

	Writing Quality:
	
	
	
	
	

	Spelling, Punctuation
	1
	2
	3
	4
	5

	Sentence Structure
	1
	2
	3
	4
	5

	Organization
	1
	2
	3
	4
	5

	Style
	1
	2
	3
	4
	5


	
	Poor
	Fair
	Average
	Good
	Excellent

	Content:
	
	
	
	
	

	Research Evidenced
	4
	8
	12
	16
	20

	Principles Applied
	4
	8
	12
	16
	20

	Analysis and Evaluation
	5
	10
	15
	20
	25

	Appendixes (i.e. original proposal,

Documentation, references)
	4
	8
	12
	16
	20

	Difficulty level attempted
	2
	4
	6
	8
	10


	Overall Assessment
	4
	8
	12
	16
	20

	Timeliness
	4
	8
	12
	16
	20


Total = _____/180 = _____/10

