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Introduction 

The program Financial Viability of Projects (Finance software) works in all Windows 

Operating System and has no special requirements. 

Please contact technical support if you encounter problems or have suggestions for 

improvement. 

Finance uses compound interest at the end of the period and is able to analyze and 

calculate the following applications: 

a. Financial viability of individual projects,  

b. Mutually exclusive projects, 

c. Incremental cash flows, 

d. Time value of money and  

e. Amortization schedule for financing. 
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Basic Principles 

Cash Flow → the cash flow (CF) is a representation for the investment (negative values 

for cash outflow) and revenues (positive values for cash inflow). 

 

NPV → the net present value is the difference between the present value (PV) of the 

future cash flows and the initial investment of a project. NPV is an absolute measure of 

an investment’s value. 

IRR → the project's internal rate of return (IRR) is the discount rate (DR) that makes the 

net present value (NPV) of the project equal to zero. 

 

The discount rate (DR) is the cost of capital or minimal attractive rate of return (MARR). 

PI → the profitability index is a benefit-to-cost ratio equal to the ratio of the present value 

(PV) of a project to its initial investment. PI is a relative measure of an investment’s value 

and presents a project’s benefits per dollar of investment. 

PMT → is the equivalent uniform net benefit calculated in time value of money when the 

present value (PV) is equal to net present value (NPV). 
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Overview  

Financial Viability of Projects - Finance software 

 

 

The following illustrations identify features of Finance. 
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Panel of input data and other buttons  
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1. Financial viability of individual projects  

Start Finance and type in these values  

 

Then click on cash analysis button   to obtain the results. 

 

Hints: 

1. Change n and press Enter is equivalent to click the button  

2. Change i and press Enter is equivalent to click the button   

3. Change values in grid and press Enter is equivalent to click the button   
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2. Investments with some negative cash flows 

When negative cash flows occur, a project may have multiple IRRs or none at all. 

Open a new file and enter with these values: 

 

 
 

Then click on cash analysis button    

 
 

The reason to use a high value for discount rate is to force Finance searches the other 

IRR of 40 %.  
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3. Mutually exclusive projects 

Mutually exclusive projects means the acceptance of one excludes the acceptance of 

the other alternative project. This example uses different sized projects. 
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4. Decision for the best machine 

The next 2 examples show a decision between a long-lived (A) and a short-lived (B) 

investment. 
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5. Incremental cash flows 

Finance always calculates the incremental cash flow in order to determine the Fisher’s 

IRR intersection, where both investments produce the same net present value, and to 

show the difference of net present value between the projects for the given discount 

rate. 

 

 

Click on  button to export all values of the grid to Excel including the fixed column 

and row. 
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6. Time value of money 

a. A domestic device that costs $ 1,000.00 can be acquired with a rebate of 20% for 
payment in cash or in 5 monthly installments without accretion. The first installment 
must be paid at the purchase. What is the monthly interest rate inserted in the 
operation?  

The PV is $ 600.00 ($ 1,000.00 x 80% - $ 200.00) that must be paid in 4 installments of $ 
200.00. Open a new file and type in as following. 

   

Then click on button solve for i  

 

Answer:  The interest rate inserted in the operation is 12.59% per month. 

 

To see the answer with all decimal places available use 7 for fix. 
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b. A company must pay 5 and successive monthly installments of $ 5,700.00, $ 8,300.00, 
$ 10,200.00, $ 12,400.00 and $ 15,900.00 maturing at the end of the next 5 months. This 
debt was against paying an interest rate of 2.5% per month. The company is seeking the 
bank to refinance this debt in 24 monthly installments, equal and successive. The bank 
accepts refinance charging an interest rate of 4% per month. Calculate the benefit of 
refinancing. Open a new file and type in as following. 

 

Click on button cash analysis  to calculate PV 
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Type in the new values for the refinancing as following 

 

And click on button solve for PMT  

 

Answer:  The installment of refinancing is $ 3,162.59 

Now compare the equivalence without and with refinancing. 

Before:  5 x $ 10,379.16 @ 2.5% p.m. and total interest of $ 3,676.00  
Now:    24 x $ 3,162.59 @ 4.0% p.m. and total interest of $ 27,682.22 
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7. Amortization schedule for financing 

Suppose a financing of a car with a loan of $12000 at a monthly interest rate of 1% for 

two years, and make equal payments monthly. How much will payments have to be? 

Here the parameters are PV = $12000, interest rate i = 1%, number of periods n = 24 

 

Click on button  to see the amortization schedule for the loan. 

Answer:  The payment is $ 564.88 

 

Click on column  to see the amortization schedule in Excel. 
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8. Other features of Finance 

The right click on the mouse on grid is used to access some edit functions like Copy, 

Paste and Clear or also to change the font size of the values of Finance. The Paste 

function uses the clipboard values that were copied from grid or of other application. 
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The copy chart button  is used to copy all plotted values and the chart itself. You can 

then paste to Excel or any other Windows application.  
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Un-Installation 

The program Finance can be un-installed from the Windows Control Panel (Install and 
Remove Programs…). 
 

Technical Support 

For contact information please go to http://www.mpshp.com 

 

http://www.mpshp.com/

