Practice 6C (Payback period and discounted payback period)
Question 1.
Initial Outlay = $8,260
3,920 + 3,290 = $7,210
8,260 – 7,210 = $ 1,050
1,050/3560 *1 = 0.29
Payback Period= 2+0.29
Payback Period= 2.29 years
Question 2.
Initial outlay = $18,700
5,170 + 5,920 +5,840 = $16,930
18,700 – 16,930 = $1,770
1,770/ 6,980 = 0.25
Payback Period = 3 +0.25
Payback Period = 3.25 years
Question 3.
Initial Outlay = $8,737
PV= 3,089 *((1/ (1+0.07)) = 2,886.9159
PV= 3,480 *((1/ (1+0.07)) 2= 3,039.5668
PV= 5,664 *((1/ (1+0.07)) 3 = 4,623.5112
2,886.9159 + 3,039.5668 = 5,926.4827
8,737 – 5,926.4827 = $2,810.5173
Payback period = 2+ (2,810.5173/4,623.5112)
Payback period = 2.61 years
[bookmark: _GoBack]Question 4.
Initial outlay = $17,800
PV= 5,354*((1/1+0.07))
PV= 5,003.7383
PV= 5,999*((1/ (1+0.07)) 2
PV= 5,239.7589
PV= 5,583*((1/ (1+0.07)) 3
PV= 4,557.3910
PV= 8,431*((1/ (1+0.07)) 4
PV= 6,431.9695
5,003.7383 + 5,239.7589 + 4,557.3910 = $14,800.8882
17,800 – 14,800.8882 = 2,999.1118
Payback period= 3+ (2,999.1118/6,431.9695)
Payback period = 3.47 years








