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Problem 10-1
Cost is $52,125 .

Net cash inflow $1 2000/yea~r8years

Cost of capital is 12% = -

« What is PB, Discounted PB, NPV, IRR,
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Developing annual cash flow

Period Annual cash flow

52,125 <

12000 . Posrtlv.e sign indicates inflow
120000 = =
12000,
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Discounted cash flow

Period Annual cash flow Discounted chash flow

2000 10714.28571 = t
2000 0566.306531 (1 +7)
2000 8541.362074

2000 7626.216941 F &

2000 6809.122269 |
2000 6079.573454 1 R
2000 5428190584

2000 4846.598736

1 T
2 T
3 T
4 T
5 T
6 T
/ T
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Cumulative cash flow

Period Annual cash flow Discounted chash flow Cumulative

0 -52,125
1 12000
2 12000
3 12000
4 12000
5 12000
6 12000
/ 12000
8 T

-52,125 mmmmp -52,125

1071 4.28571;2-41 411
0566.326531 ]  M-31.844
8541.362974  -23.303
7626.216941 15,677
6809.122269 8,868
6079.573454 2,788
5428.190584 2 640

‘ 2000 4846.598736 7,487



period

Period Annual cash flow Discounted chash flow C

0 -52,125
12000
12000
12000
T
T

-92,125
10714.28571 -41,411
9566.326531 -31,844
8541.362974 -23,303
7626.216941 -15,677
6809.122269 -8,868

6079573454 + -2,/88

2428190584 L 2,640

‘ s 12000 4846.598736 7 487
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NPV

Period Annual cash flow Discounted chash flow Cumulative

0

~N O O &~ WO —

-92,125

P U W U G G G U ¢

2000
2000
2000
2000
2000
2000
2000
2000

-52,125 -92,125
10714.28571 -41,411
9566.326531 -31,844
8541.362974 -23,303
7626.216941 -15,677
6809.122269 -8,868
6079.573454 -2,/88
5428.190584 2,640

4846.598736 7,487



Period Annual cash flow Discounted chash flow Cumulative

0

~N OO O & WO PN —

-52,125
12000
12000
12000
12000
12000
12000
12000
2000

-52,125 -52,125

10714.28571 -41,411
9566.326531 -31,844
8541.362974 -23,303
7626.216941 -15,677
6809.122269 -8,868
6079.573454 -2,/88
5428.190584 2,640

4846.598736 7,487
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112 ,000 12,000

13,440
15,053

. 16,859
18,882
21.148
686
Fo 28

s e TR R -
) .'\--'--"'a:"..."'\--. ': et R = o s - PR L L e
Pre Sl e L RN = EEE S S - - [ LR N |

Rl
L




0 L 2 3 4 B 6 7 8
| | i a8
|

£ .
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12,000 12,000 12,000 12,000 12,000 12,000 - 12,000 12,000

52,125 -

\igaz S
T er mlnal value




12,000 12,000

12,000 12,000 = 12,000 12,000 12,

MIRR’?’?

T er mmal value




