Practice 6D (IRR and MIRR annually and semi-annually)
Question 1.
Initial outlay = $2,962
Period = 7years
Cash flow = $4,204
IRR= L.R + (H.R – L.R)* ((NPVL.R/ (NPVL.R – NPVH.R))
Let L.R be 5% and H.R be 6%
IRR = 0.05 + (0.06 – 0.05) * ((4,204*(1/ (1+0.05)) 7/ (4,204*(1/ (1+0.05)) 7 – ((4,204* (1/ (1+0.06)) 7)
IRR = 5.13%
Question 2
IRR= L.R + (H.R – L.R)* ((NPVL.R/ (NPVL.R – NPVH.R))
Let lower rate be 7% and higher rate be 8%
	Year 
	Cash flow
	V= (1/(1+i))n, where i=0.07
	PV

	1
	147,200
	0.9346
	137,570.0935

	2
	41,800
	0.8734
	36,509.7388

	3
	135,900
	0.8163
	110,934.8815

	4
	176,400
	0.7629
	134,574.7154

	
	
	Total
	419,589.4292

	
	
	Less Cost
	414,700.0000

	
	
	NPV
	4,889.43



	Year 
	Cash flow
	V= (1/(1+i))n, where i=0.08
	PV

	1
	147,200
	0.9259
	136,296.2963

	2
	41,800
	0.8573
	35,836.7627

	3
	135,900
	0.7938
	107,881.8016

	4
	176,400
	0.7350
	129,659.2660

	
	
	Total 
	409,674.1266

	
	
	Less Initial Cost
	414,700.0000

	
	
	NPV
	-5,025.87



IRR= 0.07 + (0.08 – 0.07)* ((4,889.43/ (4,889.43 - -5,025.87))
IRR= 7.49%
Question 3.
Let H.R=0.05 AND L.R= 0.04
	Year 
	Cash flow
	V= (1/(1+i))n, where i= 0.04
	PV

	1
	136,000
	0.9615 
	130,769.2308

	2
	145,100
	0.9246
	134,153.1065

	3
	126,800
	0.8890
	112,724.7383

	4
	183,100
	0.8548
	156,514.6474

	5
	191,900
	0.8219
	157,727.8118

	
	
	Total 
	691,889.5348

	
	
	Less Cost
	690,200.0000

	
	
	NPV
	1,689.53



	Year
	Cash flow
	V= (1/(1+i))n where i= 0.05
	PV

	1
	136,000
	0.9524
	129,523.8095

	2
	145,100
	0.9070
	131,609.9773

	3
	126,800
	0.8638
	109,534.6075

	4
	183,100
	0.7350
	134,583.9660

	5
	191,900
	0.7835
	150,358.6713

	
	
	Total
	655,611.0316

	
	
	Less Cost
	690,200.0000

	
	
	NPV
	-34,588.97



IRR= L.R + (H.R – L.R)* ((NPVL.R/ (NPVL.R – NPVH.R))
IRR= 0.04 + (0.05 – 0.04)* ((1,689.53/ (1,689.53 - -34,588.97)
IRR= 4.08%
[bookmark: _GoBack]Question 4.
Let H.R =10% and H.R= 15%
	Year 
	Cash flow
	V= (1/(1+i))n where i= 0.1
	PV

	1
	138,400
	0.9091
	125,818.1818

	2
	141,400
	0.8264
	116,859.5041

	3
	181,500
	0.7513
	136,363.6364

	4
	131,300
	0.6830
	89,679.6667

	5
	146,500
	0.6209
	90,964.9738

	
	
	Total
	559,685.9628

	
	
	Less Initial Cost
	385,600.0000

	
	
	NPV
	174,085.96



	Year 
	Cash flow
	V= (1/(1+i))n where i= 0.15
	PV

	1
	138,400
	0.8696
	120,347.8261

	2
	141,400
	0.7561
	106,918.7146

	3
	181,500
	0.6575
	119,339.1962

	4
	131,300
	0.5718
	75,071.2012

	5
	146,500
	0.4972
	72,836.3917

	
	
	Total
	494,513.3298

	
	
	Less Initial Cost
	385,600.0000

	
	
	NPV
	108,913.33



IRR= L.R + (H.R – L.R)* ((NPVL.R/ (NPVL.R – NPVH.R))
IRR= 0.1 + (0.15 – 0.1)* ((174,085.96/ (174,085.96 – 108,913.33))
IRR= 0.1 + (0.05*2.6712)
IRR= 0.2336
MIRR= Terminal cash flow/outlay) -1)) n
MIRR= 18.50 %

