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	Tequila Mockingbird is a luxury cocktail bar situated in the heart of central London. The owners of the bar, Brian and Doug, are keen to open up their second bar and have identified two potential locations: Hackney and Camden. The financial estimations for both locations are below:

Hackney:
The cost of the premises in Hackney is £320,000. Doug and Brian estimate that the refurbishment costs will be an extra £190,000. The average price of the drinks is £8.50.
Forecasted yearly customer numbers are:
Year 1:   41,600
Year 2:   43,000
Year 3:   45,000
Year 4:   46,000
The forecasted outflows are 40% of yearly inflows

Camden:
The cost of the premises in Camden is £280,000 with Doug and Brian estimating that the refurbishment costs will be £139,900. The average price of the drinks is £8.50.
Forecasted yearly customer numbers are:
Year 1:  34,000
Year 2:  36,000
Year 3:  36,000
Year 4:  37,000
The forecasted outflows are 35% of yearly inflows

Activity: Based purely on the payback period, which location should Brian and Doug choose?

	Your workings: (use overleaf also for workings)







Your workings:


































	Edexcel A Level Business Calculation Practice Sheets (Year 2)
Remember – always show your workings!
	© Tutor2u Limited 2016  www.tutor2u.net



