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1. An individual wishes to set up an endowment for a

scholarship fund that generates $4000 every year.  At an 

interest rate of 6%, the amount that must be provided for 

the endowment is most nearly:

(A) $56,000

(B) $60,000

(C) $67,000

(D) $73,000



2. A father wishes to put enough money in a 

scholarship fund for his child to attend college.  How 

much money must he invest at 8% interest to 

provide to provide $6,000 per year for 5 years? The 

first payment is to be made one year after the 

investment is made.

(A) $23,900

(B) $32,900

(C) $36,900

(D) $48,900



3. A company wishes to lay aside money to cover 

the maintenance of a machine for its lifetime of 12 

years.  The maintenance charges of $1000 

annually are paid at the end of each year of 

service. How much money must be invested at the 

beginning of the first year to pay for the 

maintenance if the interest rate is 4%?

(A) $9,250

(B) $9,385

(C) $8,951

(D) $9,562



4. A company wishes to lay aside money to cover the 

maintenance of a machine for its lifetime of 12 years.  

The maintenance charges are paid at the end of each 

year of service. The maintenance charges are estimated 

to be $1000 the first year and increase by $100 in each 

subsequent year.  How much money must be invested at 

the beginning of the first year to pay for the maintenance 

if the interest rate is 4%?

(A) $14,110

(B) $15,650

(C) $16,200

(D) $16,850



5. $100,000 is invested in a savings account that pays 8% 

interest compounded annually. The amount in the 

account after 10 years is most nearly:

(A) $176,000

(B) $216,000

(C) $196,000

(D) $236,000



6. A company has two alternatives for manufacturing a 

certain device:

Plan A: buy a machine for $2000 which would permit the 

device to be manufactured for $3.00 per unit.

Plan B: buy a machine for $20,000 which would permit the 

device to be manufactured for $1 per unit.

Assuming a volume of 3000 devices per year, what is the 

break even year for these two plans- i.e. at what time 

would the cost of the two plans be identical?

(A)2.6

(B)2.8

(C)3.0

(D)4.1



7. A computer  purchased for $1200 will have a salvage 

value of  $600 after 6 years. Annual maintenance 

charges are estimated to be $100. At an interest rate of 

10%, what is the equivalent uniform annual cost?

(A) $276

(B) $298

(C) $376

(D) $408



8. How much money must be invested now at 8% to 

purchase a machine in 5 years for $200,000?

(A) $136,000

(B) $146,000

(C) $156,000

(D) $166,000



9. A company wishes to make 5 equal annual investments 

so that on the date of the last investment, it will have 

$50,000 to buy a new machine. What amount must be 

invested each year at an interest of 4%?

(A) $8,730

(B) $9,030

(C) $9,230

(D) $9,630



10. A software company has a projected cash flow for a 

business activity as follows:

Year 0 -100,000

Year 1 -150,000

Year 2 +150,000

Year 3 + 400,000

Assuming each amount occurs at the end of the year and 

an interest rate of 8%, what is the annual worth (uniform 

annual income) of this activity?

(A) $66,100

(B) $76,100

(C) $78,300

(D) $80,400



Problems 11, 12 and 13 refer to a certain machine which 

has a first cost of $30,000, annual costs of $6,000, a 

salvage value of $4,000 and a life of 10 years.

Assume an interest rate of 8%.

11. What is the present worth of this machine?

(A) -$60,400

(B) -$64,400

(C) -$68,400

(D) -$72,900



12. What is the book value of this machine at the end of the 

third year using straight line depreciation?

(A) $22,200

(B) $25,200

(C) $27,200

(D) $28,200



13. What is the book value of this machine at the end of the 

third year using modified ACRS depreciation?

(A) $16,400

(B) $17,400

(C) $18,400

(D) $19,400



14. A certain developing country has an inflation rate of 

10% per month.  The effective annual interest rate is:

(A)174%

(B)194%

(C)214%

(D)234%



• 15. A company is considering buying a truck which has 

an initial cost of $100,000, an expected life of 10 years, 

and a salvage value of $10,000.  The annual charges for 

the first 5 years are estimated to be $5,000 per year, and 

$8000 per year for the second 5 years.  Assuming an 

interest rate of 8% per year, the present cost of this 

investment is most nearly:

(A) $116,000

(B) $137,000

(C) $126,000

(D) $146,000



16.  A bond pays $25 twice a year.  It will be redeemed for 

$1000 in 5 years.  At an interest rate of 8% per year, 

what is the present value of the bond?

(A) $803

(B) $843

(C) $883

(D) $913



17. How much money must be invested in a retirement plan 

each month to accumulate $500,000 in 20 years? 

Assume an annual interest rate of 8% and the money in 

the account is compounded semiannually.

(A)$575

(B)$675

(C)$775

(D)$875



18. How many years will it take for an initial investment of 

$10,000 to double at an annual interest rate of 5.5%?

(A)11

(B)12

(C)13

(D)14


