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(a) IRR for each project.

Project
Cost (Vo)
Revenue 

(Vn)
n
IRR (%)

1
85
1,100
30
  8.9

2
70
1,000
20
14.2

3
150
5,000
40
  9.2

4
60
   400
10
20.9

(b) Net present value per acre, normalized for length and reinvestment by extending all projects by reinvesting all revenues at 8 percent until year 40.

Project
Cost (V0)
Vn
Value at 40 years (V40) Vn (1.08)40-n
V40/(1.10)40
Normalized net present value 

(NPV)

1
  85
1,100
2,374.82
  52.47
-32.53*

2
  70
1,000
4,660.96
102.98
 32.98

3
150
5,000
5,000.00
110.47
-39.53

4
  60
   400
4,025.06
  88.93
 28.93

*For example, NPV project 1 = 52.47 – 85.00 = -32.53.

( Project #2 has the highest normalized NPV.

(c) Projects 2 and 4 could be used for investment since their IRR is greater than the guiding rate of 10 percent.



Project 2, 100 acres x $70 per acre =   $7,000



Project 4, 200 acres x $60 per acre = $12,000



Total budget = $19,000

