Topic: Payback (1) 
	Q1
	Thai-Tanic is a Thai restaurant based in Sunderland. The owners of Thai-Tanic are looking to expand the business by setting up a takeaway business, Thai-Tanic Two. The total cost of the investment is £100,000. The projected net cash flows are:
Year 1: £30,000
Year 2: £40,000
Year 3: £60,000
Year 4: £70,000
Activity: Calculate the payback period of Thai-Tanic Two

	Your workings:









	Q2
	StartKey and Clutch is a driving school based in Boston Spa. The owner of the business, David Soul, is looking to invest in two new vehicles costing £50,000 for both. The estimated cash flows are:
Cash In                                              Cash Out
Year 0                                               (£50,000)
Year 1           £20,000                      £10,000
Year 2           £30,000                      £14,000
Year 3           £40,000                      £16,000
Year 4           £55,000                      £20,000
Activity: Calculate the payback period of the two new vehicles

	[bookmark: _GoBack]Your workings:







	Q3
	Pane in the Glass is a large double glazing business located in Sandbach. The CEO, Michael Pane, is looking to expand the business by moving into the design and installation of bespoke conservatories and orangeries. This would require a significant increase in warehouse space, as well as investing in a better CAD system. He estimates that the total cost of the investment will be £428,000. The estimated cash inflows of the new investment are below. Michael believes that the cash outflows will be 20% of the yearly cash inflows.
Year 1      £120,000
Year 2      £160,000
Year 3      £180,000
Year 4      £225,000
Activity: Calculate the payback period of the proposed investment

	Your workings:























	Q4
	Curl up and Dye Hair Salon are currently operating at around 95% capacity utilisation. The owner of the business, Sarah Brown, is looking to move to larger premises in order to increase capacity and allow the business to offer a wider range of services. Sarah estimates that the cost of the expansion will be £140,000. Sarah estimates that in Year 1 the cash inflows will be £60,000. These are anticipated to increase by 5% every year, for the next 4 years. Sarah has estimated that cash outflows will be 2/5ths of the yearly cash inflows.
Activity: Calculate the payback period of the proposed investment 

	Your workings:
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