Answers to Selected Problems

Chapter 10

10.1 (a) $8,092

(b) $8,776

(c) $8,392

10.3      (a) 30.77% 
(b) $366,886

10.5
(a) Model A: AE(10%) = -$77,305; Model B: AE(10%) = -$14,356
(b) X = $7,309
(c) Select Model A.

10.10
$92.72
10.15 
E[PW(10%)] = $9,987


V[PW(10%)] = 4,082,465

10.17
(a) E[PW] = $1,295
     V[PW] = 100,174
(b) 50%

(c) PW(25%) = $769.6 > 0, yes.
10.25
(a) E[PW]1 = $1,900, E[PW]2 = $1,850, and select 1.

(b) V[PW]1 = 1,240,000, V[PW]2 = 2,492,500, and select 2, as V[PW]1 < V[PW]2, and E[PW]1 > E[PW]2.

10.29   Select (d).

