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Medical Laser Machine
In determining if a project is viable, it is necessary to do a project appraisal using different mathematical techniques. Use of Net Present Value (NPV) is one way to evaluate a project. This method tries to predict if a project will generate profit in the future. The decision rule of net present value is given by various aspects. One, when the NPV is positive, the project is viable since it is certain the project will generate profit (Magni & Marchioni, 2018). On the other hand, when negative net present value is recorded, the project is not viable since it’s likely to give in losses in future. Again, when net present value is zero, it means the project is in a state of indifference since it can neither generate profit nor can it bring a loss. The project returns the cost used in production.
A project begins to earn profit immediately the total net present value becomes positive. The period when the total net present value is equal to zero, it means that the project has paid off the cost incurred to create the project and that it’s now ready to generate profit (Ali & Kaveri, 2018). The period of indifference is called the discounted payback period. This is gotten by equating the equation of NPV to zero finding the value of n as an unknown variable. During the discounted payback period, the project is now disposable.
In the Saudi Arabian hospital, the project of a new medical laser proposal has a negative net present value. This insinuates that, when the project ends at the end of six years, the machine will not be ready for disposal since it will have neither returned the cost of production nor earned any profit. The project is, therefore, a poor investment project (Fernandez, 2018).
Therefore, it will be required for the machine to work for more years to increase the cash flow. The income can be generated up to the time when a positive or zero net present value is recorded. However, an alternative can be an increasing internal rate of return so that income can be generated a lot faster to pay off the cost before the end of 6 years (Lefley, 2018). In calculating internal rate of return, we equate the equation of net present value to zero and find the interest rate as an unknown variable. The medical laser machine is not disposable by the end of the six years of investment. The time of disposal can only be within six years if a new internal rate of return is used in generation of income.
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