Topic: NPV (1) 
	Q1
	Bits and PCs is one of the biggest computer retail firms in the UK. The business is considering investing £650,000 in a new computer repairs service in selected stores. The net cash flows are forecast to be £200,000 per year over the next 5 years. The directors of Bits and PCs have decided to assess this investment using a discount rate of 5%. 
(5% discount factors: Year 1 0.952; Year 2 0.907; Year 3 0.864; Year 4 0.823; Year 5 0.784)
Activity: Calculate the NPV for the new service

	Your workings:











	Q2
	Plain Sailing is a manufacturer of luxury yachts. The CEO, Neil Elson, wants to invest in new production technology that will allow the company to manufacture a new line of “entry level” yachts. The cost of the investment is estimated to be £1.25m. Neil has estimated that the net cash flow for Year 1 will be £350,000 and will increase by 5% each year for the following 4 years. Neil has decided to use a discount rate of 10% to assess his proposed investment.
(10% discount factors: Year 1 0.909; Year 2 0.826; Year 3 0.751; Year 4 0.683; Year 5 0.621)
Activity: Calculate the NPV for the proposed investment (round your calculations to the nearest pound)

	Your workings:
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	Q3
	Born and Bread is an artisan bakery located in Durham. The owner, Simon Wilson, is investigating the possibility of opening up a second bakery in Darlington. The estimated cost of the investment is £180,000. Figure 1 shows the estimated inflows and outflows. Simon has decided to use a 2% discount rate when assessing the proposed investment. 
(2% discount factors: Year 1 0.980; Year 2 0.961; Year 3 0.942; Year 4 0.924)

Activity: Calculate the NPV for the new bakery

	Your workings:


















	Q4
	Vantastic is a vehicle rental company based in Cumbria. The owner, Phil, is looking to add to his fleet of rental vehicles. Phil is looking at investing a further £30,000 into this fleet. Figure 2 shows the estimated outflows for this investment over the next 5 years. Phil also estimates that the yearly rental income will be 65% higher than the yearly outflows. Phil has decided to use a 7% discount rate when assessing the proposed investment.
(7% discount factors: Year 1 0.935; Year 2 0.873; Year 3; 0.816; Year 4 0.763; Year 5 0.713)


Activity: Calculate the NPV for the proposed investment

	Your workings:
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