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D =
$100, 000− $20, 000

3years
= $26, 667 per year
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Profit = Revenue− (Expenses+Depreciation)

Profit = $50, 000− ($5, 000 + $26, 667) = $18, 333
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Tax = ($18, 333) (0.3) = $5, 500
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After tax Profit = $45, 000− $5, 500 = $39, 500
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PV = −$100, 000 + ($39, 500) (P/A, 10%, 3) + ($20, 000) (P/F, 10%, 3)

PV = −$100, 000 + ($39, 500) (2.4869) + ($20, 000) (0.7513) = $13, 259
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