Capital Budgeting Worksheet

Fixed asset purchases require a business to tie up its capital for long periods of time. As
such the organization should generate a reasonable return on its investment to justify the
expenditure. This Capital Budgeting worksheet will enable you to quantify that decision.

PROJECT: COST OF CAPITAL:

Year Net Cash Flow PVIF PV of Cash Flow

10

11

12

13

14

15

PV of Inflows:

Less: Cost:

Net Present Value:
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Capital Budgeting Worksheet

Any asset purchase that ties up your cash for a long period of time needs to go through
a capital budgeting exercise. You should accept any project that has a NPV = 0. If you
have competing projects for the same cost of capital take the project that has the higher

NPV.

HOW TO USE WORKSHEET:

1.

Questions:

Start with an appropriate cost of capital. This should represent a
reasonable rate of return. Suggested rate would be somewhere between
15-25%. At a minimum should be cost of borrowing + 5.0%.

Next determine the useful life of the project and determine the annual cost
savings or increases in revenue expected from the project. This is a net
savings/revenue number. Record these dollars in the Net Cash Flow
column for each year of the project’s useful life.

Next based on your cost of capital, record the present value interest factor
(PVIF) for each year of the project’s useful life (see Present Value of $1.00
Table). For example at 12.0% in year 5 the PVIF is 0.567.

Multiply the Net Cash Flow x PVIF to determine the Present Value of Cash
Flow for each year of the project’s useful life.

Sum the Present Value of Cash Flow column and record the total in the
PV of Inflows.

Record the Cost of the project.
Subtract the cost from the PV of inflows. If the answer is greater than zero

it states accept the project as it is returning at least your required rate of
return.

If you have questions on how to fill out the Capital Budgeting Worksheet, contact a
Hipereon professional. You may also consider attending one of our financial
management programs that demonstrates how to use this tool and much more:

Hipereon, Inc.

4048 148™ Ave. NE

Redmond, WA. 98052
http://www.info@hipereon.com

ph:  425-702-9389
fax: 425-869-3911
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Present Value of $1.00
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