Using the information on the next page, create a two-page memorandum in Word plus appendices in Excel that summarize and report the results of the capital budgeting project conducted. Send the completed memo and the excel spreadsheets back to me.
The memorandum should contain at least 4 sections:
 1) Contain an introduction
2) Provide any necessary explanation and background to understand the project.
3) Summarize the results that are included in the appendix (EXCEL Worksheet).  The writer should reference key financial concepts in the memo including:
1) Initial cash flows, operating cash flows and terminal cash flow.
[bookmark: _GoBack]2) Payback; IRR; NPV; NPV profile.
3) Sensitivity/Scenario analysis
4) Financing 
4) Provide some type of concluding comments.
The actual computations and or explanation of the computations should be in the attached EXCEL spreadsheet.
The memorandum should be written assuming that the reader understands the material in this course.  When you write you will share the specific details and results associated with the project, you should not be explaining financial concepts.
Everything you turn in will be either created in Microsoft Word and Excel.  Two page maximum (single-spaced) applies to the memorandum (the excel files can contain many pages). 


Project Summary
 The idea is to open a new restaurant in a post COVID19 world and offer good food in a safe and socially distant environment.  The concept would be centered around safety and higher health standards than exist today.  We would take advantage of the crisis and improve the way restaurants operate which in turn would appeal to a now more cautious consumer. The restaurant would be much smaller than a typical restaurant due to social distancing concepts.  The shift in smaller space would allow for more money to be allocated to personal protection equipment (PPE) and cleaning equipment.  

Initial Cash Flows = $295,000 which will include building, land, equipment, administrative and material costs.  The national average for a restaurant space is 4,000 square feet.  This restaurant will be just over 2,000 square feet in Atlanta where the current asking price is $195,000.  The current breakdown of the initial cash flows: 
· Building = $195,000
· Land = $45,000
· Equipment Upgrades = $50,000
· Administrative & Material = $5,000


Operating Cash Flows =  which will include monthly labor, utilities, supplies and revenue will breakdown as follows: 
· Labor = $7,000
· Supplies = $5,000
· Utilities = $1,100
· Revenue = $32,000

The start up costs would be financed at 90% debt and 10% equity.  Interest rate would be 5% on the debt and 3% on the equity.  WACC is 4.8%.  The land will not depreciate.  The building will depreciate over the next 10 years.  

Terminal Cash Flows = The land is in a great location that has seen and is projected to see tremendous growth, therefore the land could sell for as much as $90,000 in the next 10 years.  The equipment will depreciate $500 per year.


Sensitivity Analysis
The feasibility of the post COVID restaurant project is also dependent on sensitivity analysis, which considers the impact of uncertainty. Among those uncertainties would be a change in the discount rate as well as the fluctuation of revenue streams. Additionally, labor costs could change and the depending on how the supply chain rebounds from the crisis, our supply costs could fluctuate.  

Add and cite references: 
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