Running head: NET PRESENT VALUE (NPV)		2
NET PRESENT VALUE (NPV)		2






Net Present Value (NPV)
Student’s Name
Institutional Affiliations
[bookmark: _GoBack]

Net Present Value (NPV)
Net present value, put simply, denotes the net total value of for every transaction involving a considerable flow of cash, negative and or otherwise, over the course of critical business operations. The Net Present Value or, NPV for short placed on a much simpler note generally acts as the standard benchmark whose core tenets increasingly defines the framework for the determination of varied fiscal valuations including, but are by no means limited to; determination of the values of security investment, the capital value of a given project, a prospective business venture, as well as the total costs for carrying out a particular program among several other important aspects of business at large.
In seeking to calculate the net present value of a particular project undertaken by any given company say, Pristine Urban-Tech Zither, Inc. (PUTZ), which prides itself in the delivery of zithers, the prospects of understanding the interplay of every considerable element involved in the calculation of cash flow is critical to the determination of a sound value of all the resulting value of future cash flow operations such as expenses, revenues, as well as costs incurred by said company over the course of critical business operations.
In order to compute the Net Present Value of the whole project undertaken by Pristine Urban-Tech Zither, Inc. (PUTZ), this formula comes in handy. 
NPV = F / [(1 + i) ^n]
F = payments done in the future 
PV = present value 
,n = total period
 ,I = rate of interest, otherwise known as the rate of discount
Solution
Net present value of the project 
	Year
	1
	2
	3
	4

	Revenue inflows (Million $)
	2.7
	3.225
	3.9
	2.925

	cost outflows (Million $)
	0.945
	0.89875
	1
	0.85375

	Before tax net cash ($)
	1.88
	2.32625
	2.9
	2.07125

	Depreciation
	1,166,550
	1555361.1
	1684951.9
	575990.55

	Earnings before taxes ($)
	713,450
	231,069,639
	1,215,048
	1,495,259

	Tax @ 38% 
	271,111
	87,806,463
	461,718
	568,198

	After-tax net income ($)
	442,339
	143,263,176
	753,330
	927,061

	Depreciation ($)
	1,166,550
	1555361.1
	1684951.9
	575990.55

	Total net cash flow after tax ($)
	1,608,889
	144,818,537
	2,438,282
	1,503,052

	rate of discount @ 13%
	209,155.57
	18,826,409.80
	316,976.66
	195,396.76

	Present value of cash flows ($)
	209,155.57
	18,826,409.80
	316,976.66
	195,396.76

	Total present value ($)
	19,547,938.79



A closer examination of Marco Sahm’s perspectives on the issue of taxation of capital assets tentatively sends a familiar message relative, to a larger extent, on how the standard benchmark for which the calculation of after tax basis integrates with that of net present value, thereby leading to the development of a sound framework whose core tenets largely give meaning to the role played by the subsequent determination of a net present value. The Net Present Value or, NPV for short placed on a much simpler note generally acts as the standard benchmark whose core tenets increasingly defines the framework for the determination of varied fiscal valuations including, but are by no means limited to; determination of the values of security investment, the capital value of a given project, a prospective business venture, as well as the total costs for carrying out a particular program among several other important aspects of business at large (Sahm, 2008). The determination of the net present value for any given project creates a much simpler way designed to check the suitability of a given project, especially when viewed in terms of acting as a significant element with the potential to influence the development and thus, the subsequent implementation of strategic investment decisions over the scope of critical business operations.
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