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QUESTION 1
Scenario 1
Jerry wants to buy an assisted living facility 
Profit = $10,000 p.a.
Return on investment = Net Income / Cost of Investment
Net income = $10000
Cost of Investment = $650000
R.O.I. = 10000/650000
	= 0.01538
	=1.538%
QUESTION 2
Scenario 2
To remodel, we increase the room rate and make a profit of $40000 p.a.
 R.O.I = 40000 / 650000
	=0.061538
	= 6.1538%

QUESTION 3
The probability of keeping at full capacity after the raise of the room rate is 70%, and that of not happening is 30%. 
Expected Value = ∑P(Xi) * Xi  
Where;
P(Xi) the probability of the event
Xi the event
 E.V for scenarios1 = (70% * 10000) 
		            =7000 	
E.V for both scenarios2 = (70% * 40000)
			=$28000

QUESTION 4
Expected Value using Sensitivity Analysis

E.V for both scenario = E.V for scenarios1 + E.V for both scenarios2
		         = $ 7000 + $ 28000
		        = $35000

QUESTION 5
ROI of the new Expected Value
R.O.I = Net Income / Cost of Investment
	= 35000 / 650000
	=0.053846 * 100
            =5.38%
QUESTION 6
 I will recommend Jerry to purchase an assisted living facility because it is certain that he will make a profit in both scenarios. However, I would advise him to consider scenario two, which involves remodeling the facility since it has a higher investment return.



