If NPV >0 (PI >1), Accept the project, 
If NPV <0 (PI <1), decline the project.

Mutually exclusive.






5 NPV over 5 initial investment vs 10 NPV over 100 initial investment.

NPV for A is 5, PI = 2
NPV for B is 10, PI=1.1

Scarcity 



Calculate NPV and PI when the discount rate is 10%
	
	Free Cash Flow
	PV
	

	Initial outlay
	−$50,000
	
	 -50000

	Inflow year 1
	    15,000
	
	13636

	Inflow year 2
	     8,000
	
	6612

	Inflow year 3
	   10,000
	
	7513

	Inflow year 4
	   12,000
	
	8196

	Inflow year 5
	   14,000
	
	8693

	Inflow year 6
	   16,000
	
	9032






