1. Based on the scenario and sensitivity analysis you performed above, comment on the project's overall riskiness. 
To answer this question, you first have to calculate the project's equity cost using the Security Market Line. This approach is also known as the Cost of Equity.
Ke= Rf + β (Rm-Rf)

Where Ke = Cost of Equity

β = Beta

Rf = RiskFree Rate

Rm = Expected Market Return.

Rm-Rf = Market Risk Premium

Ke = Rf + β (Rm-Rf)

=3%+1.35(6.5%)

=11.775%
Therefore the cost of equity is 11.775%, and the appropriate discount factor in evaluating the electric motor project is more than 10%
To understand scenario and sensitivity analysis, the investor in this project should first know that investment decisions are based on inputs and assumptions. What is the expected demand level? What controllers are alternative controllers? These are kinds of questions that investors in this project should know. Every investment has particular risks and uncertainties. Based on the scenario and sensitivity analysis, the investment has less risk assuming there will be an absence of uncertainties in the future.
2.  Which of the two controllers should be used in the conversion kit if you decide to go ahead with the project?
MT-78 has a low cost. The investor will incur fewer expenses if he prefers MT-78 to other controllers since operational costs will be less. I recommend him to go for MT-78 because his business is still "young," but when it picks up, he may consider introducing advanced controllers.
3.  Would you recommend that Electrics accept or reject the project? What is the basis for your recommendation?
[bookmark: _GoBack]Usually, the demand for a product or investment significantly determines the success of the business. For this reason, based on the demand level, I will recommend that Electrics to accept the project since the average demand level is very high. 
