	Capital Investment of a digital ultrasound machine
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	Amount
	
	Time (years)
	Time (years)
	
	
	

	Initial Investment
	$170,000 
	1
	2
	3
	4
	5
	
	Inflation rate

	
	
	
	
	
	
	
	
	

	Procedures 
	
	750
	765
	780.3
	795.91
	811.82412
	
	2%

	Net Revenue 
	
	140
	144.2
	148.526
	152.98
	157.5712334
	
	3%

	Salary/procedure
	
	55
	56.375
	57.7844
	59.229
	60.70970898
	
	3%

	Supply/Procedure
	
	20
	20.6
	21.218
	21.855
	22.5101762
	
	3%

	
	
	
	
	
	
	
	
	

	Cash flow analysis
	
	
	
	
	
	
	
	

	Initial investment
	($170,000)
	
	
	
	
	
	
	

	Net revenue
	
	105000
	110313
	115895
	121759
	127920.1279
	
	

	Salaries
	
	41250
	43126.875
	45089.1
	47141
	49285.60607
	
	

	Supplies 
	
	15000
	15759
	16556.4
	17394
	18274.30398
	
	

	Repairs
	
	0
	5,000
	5,000
	5,000
	5,000
	
	

	Cash flow from operations
	($170,000)
	$48,750 
	46,427
	49,249
	52,224
	55,360
	
	

	Salvage
	
	
	
	
	
	8000
	
	

	Total cash inflow/outflow
	($170,000)
	$48,750 
	46,427
	49,249
	52,224
	63,360
	
	

	
	
	
	
	
	
	
	
	

	Net Present Value
	
	
	
	
	
	
	
	

	
	
	47503.05
	44082.422
	45565.9
	47083
	55660.9752
	
	2.63%

	
	
	
	
	
	
	
	
	

	NPV
	
	
	
	
	
	$69,894.90 
	
	

	
	
	
	
	
	
	
	
	

	Internal Rate of Return
	
	
	
	
	
	15%
	
	

	
	
	
	
	
	
	
	
	

	Payback Period
	It is within the 3rd year
	$144,426 
	($25,574)
	
	
	
	
	

	
	
	
	0.489688
	
	
	
	
	

	
	
	
	3.489688
	
	
	
	
	

	
	
	
	3.49years
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Decision: The NPV of this to this investment is positive and therefore favorable. This means the investment earns more than its IRR. 

	It is a sound investment, should be implemented. It even break evens in the course of the third year despite being a mega project. 



