1. What are the NPV and IRR for the project based on the forecasts made above? Should Chris recommend that the project be undertaken? Why or why not? What reservations, if any, should Chris have about recommending the project to his boss?
2. Perform a sensitivity analysis of the proposed project to determine the impact on NPV and IRR for each of the following scenarios:

a- Best case: A natural gas price of $8.00 and a year 1 production rate of 1200 MCF per day that declines by 20% per year after that

b- Most likely case: A natural gas price of $6.00 and a year 1 production rate of 900 MCF per day that declines by 20% per year after that.

c- Worst case: A natural gas price of $3.00 and a year 1 production rate of 700 MCF per day that declines by 20% per year after that.

3. Do break even sensitivity analysis to find each of the following:

a. Breakeven natural gas price for an NPV=0

b. Breakeven natural gas volume in Year 1 for an NPV=0

c. Breakeven investment for an NPV=0

4. Given the results of your risk analysis in Questions 2 and 3 above, do you recommend this project? Why or why not?

