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A.	Assignment Instructions

1.	Only one assignment needs to be completed before “Reading Week”. You 	will asked to complete a second assignment after “Reading Week”.
2.	You must complete the assignment that has been randomly assigned to 	you. Completing another assignment  zero score.
3. 	This is a WHITE assignment which means that your answers must be 	indicated on a WHITE answer (Scantron) sheet.  
4.	Answer sheets will be provided by the instructor two weeks before the 	assignment due date.
5.	Answer sheets must be submitted at the February 16th lecture.
6.	This assignment is worth 10% of the overall course grade.

B.	Problem Statement

Consider the following computer proposals:

	
	Computer A
	Computer B
	Computer C

	Initial Investment (P) 
	$600
	1,180
	1,500

	Salvage Value (SV) 
	$0
	   100
	  0

	Life (Duration)
	5 years
	 5 
	  10 

	MARR (%)
	10
	10
	10

	Monetary Flows = Cash Inflows – Cash Outflows 
(Cash flows exclude salvage values)

	   End of Year 1
	250 – 100
	320 – 40
	300 – 80

	….          Year 2
	275 – 110
	340 – 40
	300 – 75

	….          Year 3
	300 – 120
	360 – 40
	300 – 60 

	….          Year 4
	325 – 130
	380 – 40
	300 – 55 

	….          Year 5
	350 – 140
	400 – 40
	300 – 50 

	….          Year 6
	
	
	350 – 45 

	….          Year 7
	
	
	350 – 50 

	….          Year 8
	
	
	350 – 55 

	….          Year 9
	
	
	350 – 60 

	….          Year 10
	
	
	350 – 65

	MARR = 10%






C.	Assignment Questions 

C1.	The Net Present Worth of computer A (N=5 years) to the nearest dollar is
	a) $72; b) $83; c) $81; d) $85; e) None of these answers.
  
C2.	The Net Present Worth of computer B (N=5 years) to the nearest dollar is
	a) $72; b) $83; c) $81; d) $85; e) None of these answers.
  
C3.	The Net Present Worth of computer C (N=10 years) to the nearest dollar is
	a) $72; b) $83; c) $81; d) $85; e) None of these answers.
  
C4.	Is computer A better than computer B based on the present worth 	method? 
	a) A is better than B; b) B is better than A; c) Impossible to conclude if A is 	better than B; d) Neither A nor B is valid.

C5.	Is computer B better than computer C based on the present worth 	method? 
	a) B is better than C; b) C is better than B; c) Impossible to conclude if B is 	better than C; d) Neither B nor C is valid.

C6.	The best computer based on the Net Present Worth method is 
	a) A ; b) B; c) C; d) None of the computers is valid.
  
C7.	Computer A’s external rate of return (to 2 decimals) is
	a) 11.38%; b)10.61%; c)11.47%; d)12.51%; e) None of these answers.
  
C8.	Computer B’s external rate of return (to 2 decimals) is
	a) 11.38%; b)10.61%; c)11.47%; d)12.51%; e) None of these answers.

C9.	Computer C’s external rate of return (to 2 decimals) is
	a) 11.38%; b)10.61%; c)11.47%; d)12.51%; e) None of these answers.
  
C10.	The incremental external rate of return (to 2 decimals) between 	computers A and B is
	a) 8.75%; b) 9.62%; c) 10.35%; d) 7.66%; e) None of these answers.

C11.	The incremental external rate of return (to 2 decimals) between 	computers A and C is
	a) 8.75%; b) 9.62%; c) 10.35%; d) 7.66%; e) None of these answers.

C12.	The best computer based on the incremental external rate of return is 
	a) A; b) B; c) C; d) None of the computers is valid.

C13.	Based on the discounted payback method (MARR = 10%), computer A’s 	recovery period (indicate the fraction of a year to 2 decimals) is
	a) 9.22 years; b) 4.72 years; c) 6.16 years; d) 5.45 years; e) None of 	these answers.

C14.	Based on the discounted payback method (MARR = 10%), computer B’s 	recovery period (indicate the fraction of a year to 2 decimals) is
	a) 9.22 years; b) 4.72 years; c) 6.16 years; d) 5.45 years; e) None of 	these answers.

C15.	If the industry standard for computers is 5 years, is computer A	acceptable (i.e., valid)?
	a) Yes; b) No; c) Need more information to determine the better computer.

C16.	If the industry standard for computers is 5 years, is computer C 	acceptable (i.e., valid)?
	a) Yes; b) No; c) Need more information to determine the better computer.

C17.	Which computer is best if the industry standard for computers is 5 years?
	a) Computer A; b) Computer B; c) Computer C; d) Need more information 	to determine the better computer.

C18.	If a particular computer (A or B or C) is found to be the best choice based 	on the Net Present Worth method, must that computer also be the best 	choice based on the discounted payback method?
	a) The two decision criteria must always come to the same conclusion.
	b) There is no reason why the two decision criteria must come to the same 	conclusion.
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