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A.	Assignment Instructions

1.	You must complete the assignment that has been randomly assigned to 	you. Completing another assignment leads to a zero score.
3. 	AYELLOWassignment requires you to use a YELLOW (Scantron) sheet	foryour answers.  
4.	Scantronsheets
· will be distributed by the instructor at the October 9th lecture
· are to be submitted at the October 16th lecture.
5.	Each assignment is worth 15% of the overall course grade.
6.	Late Scantron sheets will not be accepted.

B.	Problem Statement

[bookmark: _GoBack]Consider the following backhoe proposals:

	
	Backhoe A
	Backhoe B
	Backhoe C

	Initial Investment (P) 
	$160,000
	180,000
	230,000

	Salvage Value (SV) 
	$10
	-1,000
	  0

	Life (Duration)
	5 years
	 5 
	10 

	MARR (%)
	10
	10
	10

	Net Cash Flows (Thousands of dollars)
(Cash flows exclude salvage values)

	   End of Year 1
	90-48
	90-42
	80-43

	….          Year 2
	93-50
	90-41
	82.4-45

	….          Year 3
	96-52
	90-40
	84.9-47

	….          Year 4
	99-54
	90-39
	87.4-49

	….          Year 5
	102-56
	90-39
	90-51

	….          Year 6
	
	
	92.7-53

	….          Year 7
	
	
	95.5-55

	….          Year 8
	
	
	98.4-57

	….          Year 9
	
	
	101.3-59

	….          Year 10
	
	
	104.4-61



C.	Assignment Questions

C1.	The Net Future Worth (NFW) of backhoe A to the nearest $10 is
	a) $1980; b) $20200; c) $19780; d) $19790; e) None of these answers.

C2.	The Net FutureWorth(NFW) of backhoe to the nearest $10 is
	a) $12200; b) $11990; c) $12300; d) $12230; e) None of these answers.

C3.	The Net FutureWorth (NFW) of backhoe C to the nearest $10 is
	a) $26690; b) $27400; c) $27620; d) $27640; e) None of these answers.

C4.	The bestbackhoe based on the Net FutureWorth (NFW) method is 
	a) A; b) B; c) C; d) None of the backhoes is valid.

C5.	The internal rate of return (IRR) to 1 decimal of backhoe A is
	a) 12.6%; b) 12.8%; c) 12.7%; d) 12.9%; e) None of these answers.

C6.	The internal rate of return (IRR) to 1 decimal of backhoe B is
	a) 11.6%; b) 11.5%; c) 11.9%; d) 10.9%; e) None of these answers.

C7.	The internal rate of return (IRR) to 1 decimal of backhoe C is
	a) 10.8%; b) 10.9%; c) 11.0%; d) 11.1%; e) None of these answers.

C8.	The incremental internal rate of return (ΔIRR) between backhoes A and 	B is
	a) 5.8%; b) 7.6%; c) 8.3%; d) 9.1%; e) None of these answers.

C9.	The incremental internal rate of return (ΔIRR) between backhoes A and 	C is
	a) 5%; b) 5.5%; c) 7.0%; d) 6.5%; e) None of these answers.

C10.	The bestbackhoe based on the incremental internal rate of return 	(ΔIRR) is 
	a) A; b) B; c) C; d) None of the backhoes is valid.

C11.	Based on the simple payback method (MARR = 10%), backhoe A’s 	recovery period (to one decimal) is
	a) 3.5 years; b) 3.6 years; c) 3.7 years; d) 3.9 years; e) None of these 	answers.

C12.	Based on the simple payback method (MARR = 10%), backhoe B’s 	recovery period (to one decimal) is
	a) 3.5 years; b) 3.6 years; c) 3.7 years; d) 3.9 years; e) None of these 	answers.

C13.	Based on the simple payback method, backhoe C’s recovery period 	(to one decimal) is
	a) 3.5 years; b) 3.6 years; c) 3.7 years; d) 3.9 years; e) None of these 	answers.

C14.	If the industry standard for these backhoes is 4 years, is backhoeA	acceptable (i.e., valid)?
	a) Yes; b) No; c) Need more information to determine the better backhoe.

C15.	If the industry standard for these backhoes is 8 years, is backhoe C 	acceptable (valid)?
	a) Yes; b) No; c) Need more information to determine the better backhoe.

C16.	If the industry standard for these backhoes is 3 years, is backhoeA better 	than backhoe B?
	a) Yes; b) No; c) Need more information to determine the better backhoe.

C17.	If the industry standard for these backhoes is 8 years, is backhoeA better 	than backhoe C?
	a) Yes; b) No; c) Need more information to determine the better backhoe.

C18.	If a particular backhoe (A or B or C) is the best choice with the NetFuture 	Worth (NFW) method, must the backhoebe the best choice with 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.

C19.	If a particular backhoe (A or B or C) is the best choice with the discounted 	payback method, must the backhoe be the best choice with the simple 	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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