7-3 

Schedule of cash revenues


Year
Payment
Year
Payment

December
2001
15,000
2016
15,000


2004
15,000
2019
15,000


2007
15,000
2022
15,000


2010
15,000
2025
15,000


2013
15,000



This problem is solved using Eqs. (7-4) and (7-7) for periodic series payments. (It could also be directly solved by discounting or compounding each item.)

(a) Using Eq. (7-7), the estate value in December 2000 for i = 0.10 is

V2001 = 15,000 + 15,000(1.1024 –1)/[(1.103 –1)(1.1024)] = $55,716.36

V2000 = V2001/1.10 = $50,651.24

(b) The future value of this revenue series in December 2025 is calculated using Eq. (7-4) and i = 0.08

V2010 = 15,000(1.08)24 + 15,000(1.0824 – 1)/(1.083 – 1) = $403,604.46

Yes, there will be enough in the trust fund to send the sons to Harvard.

