Qn1. 
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The IRR stands at 15.66% so based on the NPV when it is greater than zero, the 7E7 should invest in the project and if it less (negative NPV) the firm should not invest. 
Qn2. CAPM (cost of equity): 
  Re= RF + βe × (R M− RF)
Where: Re: Cost of equity for Boeing’s project
	  RF : Risk free rate
	  β : Beta of equity
	  R M : Equity market risk premium
a) . Risk premium is (8.4 – 6.4) = 2%, risk free rate is 6.4% the risk-premium during the 74 –year equity is given whereas the current risk free rate is 6.4% as given by the T. bill rate. 
b) The beta used in the formula is 1.45 against the S&P 500 given on exhibit 10.
c) A debt and equity capital-structure. Exhibit 11 gives the debt structure of the company whereas the balance sheet highlights the equity of the firm. 
         Re= 6.4 + 1.45(2) 
 	= 9.3%
Qn3. The project has a positive NPV under the current IRR of 15.7% and hence remains viable to execute. 
a) To attract investors and ensure that the project is economically attractive there is a need to bolster sales. An increase in sales coupled with a hurdle rate of 15.4% would see Boeing increase its share value and attract more investors. 
b) Sensitivity analysis factors issues affecting the cashflows. For instance, in this case Boeing needs to point out underlying factors that generate and sustain its business structure. Such issues include development cost, production costs incurred to make the jets. A closer look of their books reveal that development costs stand at $8 million and the cost of goods is at 80% of the revenues generated. At an IRR of 15.7% there would be a need to lower the costs further and ensure that there is a gross profit margin of 60% to ensure that extra expenses do not eat up much of the net profit. 
[bookmark: _GoBack]Qn4. There is a need for the board to approve the 7E7 project. It is not risky and it is within active sensitivity analysis limit. It has a positive NPV which guarantees some value in the capital invested. 
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