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	The Grey Bull is a popular country pub in Northumberland.  At the side of the pub is some land which recently was put up for sale. The owners, Stuart and Diane, are looking to purchase this land and develop it in order to expand their business. Stuart is keen to build a micro-brewery. The micro-brewery would have the capacity to not only supply the Grey Bull, but could also brew enough beer to sell to other pubs in the local area. However, Diane is keen to use the land to build accommodation, which would allow the pub to offer bed and breakfast and weekend breaks. 
Stuart and Diane have decided to assess both investments using a discount rate of 5%. The financial estimations for both investments are below:

Microbrewery:
The land is available to buy for £125,000 with a further £80,000 required to purchase the equipment.
The forecasted yearly net cash flows are below.
Year 1:   £50,000
Year 2:   £52,000
Year 3:   £55,000
Year 4:   £58,000
Year 5:   £62,000

Accommodation:
The land is available to buy for £125,000. The building work is estimated to be 52% more than the cost of the land
Estimated cash inflows are:
Year 1:  £80,000
Year 2:  £84,000
Year 3:  £86,000
Year 4:  £90,000
Year 5:  £95,000

(5% discount factors: Year 1 0.952; Year 2 0.907; Year 3 0.864; Year 4 0.823; Year 5 0.784)
Activity: Based purely on the NPV, which investment should Stuart and Diane choose?
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