Question One
The net present is the sum of future expected cashflow discounted at a given and appropriate rate. The net present value is premised on the fact that a dollar today is worth more than a dollar after a given period. The formulae to find the present value given below.
[image: Present\; value=\frac{Future\; value}{(1+discount\;rate)^{year \;of\; cash\; flow}}]
Using the above formula, 30,000  to be received at the end of the year is discounted.
[image: =\frac{30,000}{(1+0.12)^{4}}=19,065.5]
Therefore, it's clear that  30,000 received at the end of 4 years is equivalent to 19,065.5, which is less than 30,000.
Question Two
The table below shows the computation of the project's net present value using the 12 percent discount rate.
[image: ]
The net present value rule stipulates that one should only accept projects with positive NPV. Consequently, since the NPV is negative, the project should be rejected.
Question Three
The table below shows the computation of the project's net present value using the 12 percent discount rate.
[image: ]
When the capital cost is adjusted to 7%, the net present value becomes positive, which means we should accept the project.
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Year Cash flow PV factor Present value

0 (70,000.00)   1.0000                         (70,000.00)       

1 10,000.00     0.8929                         8,928.57           

2 20,000.00     0.7972                         15,943.88         

3 30,000.00     0.7118                         21,353.41         

4 30,000.00     0.6355                         19,065.54         

Net Present Value (4,708.60)         

Discount rate = 12%
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Year Cash flow PV factor Present value

0 (70,000.00)   1.0000                         (70,000.00)       

1 10,000.00     0.9346                         9,345.79           

2 20,000.00     0.8734                         17,468.77         

3 30,000.00     0.8163                         24,488.94         

4 30,000.00     0.7629                         22,886.86         

Net Present Value 4,190.36           

Discount rate = 7%


