Work-1

1. Give at least three examples of where decision making process could be used at different levels in a software organization.
2. Identify one of the situations from you answer to Question 1 and identify at least three decision criteria that would be relevant in making that decision.
3. Mr. George is thinking about getting a $20,000 second mortgage on his house to help him finance an after-hours software project so he can make some extra money outside of work. He is looking at a 5-years mortgage with fixed 12% (annual) interest. Assume this loan allows him to make annual payments.

a). Draw the cash-flow diagram for this situation

b). Name the proper compound interest formula to apply to this problem

c). What will his annual payment be?

4. Construct a loan amortization table, similar to the one shown in table 6-2, showing the principal and interest seperated for the first 6 months of FunSoft’s loan. 

5. If FunSoft decided to pay an additional $250 with every payment, how much earlier would their loan be paid off?
6.  If FunSoft did pay the additional $250 with every payment, how much would their final payment be?

[image: image1.jpg]TABLE 62 Separating Principal and Interest Payments for a Loan

End of Loan Payment Principal Payment Interest Payment

Year A B, [
FraT0

1 sta9 5149 (0.4632) = $69 80
PFag

2 149 149 (0.5002) = 75 74 ’
Pres

3 149 149 (0.5408) = 81 9
oraz

4 149 149" (0.5835) = 87 62
Pras

5 149 149" (0.6302) = 94 55
PFas

6 149 149 (0.6806) = 101 8
Pras

7 149 143 (0.7350) = 110 39
Pras

8 149 149+ (0.7938) = 118 £l
Praz

9 149 149+ (0.8573) = 128 21
PEat

10 149 1497 (0.9259) = 138 1

Totals st490 1000 5480

Each of the loan payments consists of an interest part and a principal part; the interest
part starts out large and decreases over the life of the loan. Using this approach. loan in-
terest payments can be separated 5o tha they can be deducted from income taxes.

Paying Off a Loan Early Through Higher Payments

Instead of paying off a loan in one single lump-sum payoff amount. another alternative
is for the borrower to pay more principal with cach payment. The question could be
phrased as, “If the loan payment were increased by x. how much sooner would the loan

be paid off?”




