


Financial Management
Capital Investment Exercises

1) You have been asked to evaluate two projects based on the following information:
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a) Provide an analysis of each project using the following tools:
a. NPV
b. IRR
c. Payback period
d. Accounting rate of return
b) Select one project for investment; explain your decision.
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PROJECT A

0 1 2 3 4 5

Investment (20,000) $       

Depreciation, years 5                       

Cash flows 8,000 $           8,000 $        8,000 $           1,000 $           1,000 $          

Disposal - $              

Required return

18.00%

PROJECT B

0 1 2 3 4 5

Investment (20,000) $       

Depreciation, years 5                       

Cash flows 2,000 $           2,000 $        2,000 $           2,000 $           2,000 $          

Disposal 60,000 $       

Required return

18.00%

Years

Years


