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Solutions Manuals are available for thousands of the most popular college and high school textbooks
in subjects such as Math, Science Physics, Chemistry, Biology , Engineering Mechanical, Electrical,
Civil , Business and more. Understanding Capital Budgeting and LongTerm Financing Decisions The
Dryden Press series in finance homework has never been easier than with Chegg Study. Unlike
static PDF Capital Budgeting and LongTerm Financing Decisions The Dryden Press series in finance
solution manuals or printed answer keys, our experts show you how to solve each problem
stepbystep. No need to wait for office hours or assignments to be graded to find out where you took
a wrong turn. You can check your reasoning as you tackle a problem using our interactive solutions
viewer. Plus, we regularly update and improve textbook solutions based on student ratings and
feedback, so you can be sure youre getting the latest information available. Hit a particularly tricky
question. Bookmark it to easily review again before an exam. The best part As a Chegg Study
subscriber, you can view available interactive solutions manuals for each of your classes for one low
monthly price. Why buy extra books when you can get all the homework help you need in one place
Just post a question you need help with, and one of our experts will provide a custom solution. You
can also find solutions immediately by searching the millions of fully answered study questions in
our archive. Asking a study question in a snap just take a pic. It is because of this lack of revision
that they are unable to secure good marks in their exam papers. However, test banks and solution
manuals provide the students the chance to revise quickly and efficiently so that they can secure top
grades. Instead the test bank provides the student w1th a list of questions that have been taken from
each chapter.http:
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By answering these questions, the student can quickly revise everything in the chapter without even
having to open the chapter. The solution manual will provide the student with the correct answers so
that he can assess how many of the questions he is answered correctly. Now, the student can revise
the chapters whose questions he has gotten wrong and leave out those chapters whose questions he
got right. You can easily place an order for your test bank and solution manuals and have them
delivered to your home. So, if you want to save time on revision then get the test bank and solution
manuals for your respective courses today. Notify me of new posts via email. To find out more,
including how to control cookies, see here. Parameter name name autoenUS is an invalid culture
identifier. Please review the stack trace for more information about the error and where it originated
in the code.Parameter name name autoenUS is an invalid culture identifier. Source Error
Information regarding the origin and location of the exception can be identified using the exception
stack trace below. Why should capital budgeting for subsidiary projects be assessed fromWhat
additional factors that normally are not relevant for a purely domesticANSWER When a parent
allocates funds for a project, it should view the project’s feasibility fromSome of the more obvious
factors are 1 exchange rates, 2 whether currency restrictions may exist,What is the limitation of
using point estimates of exchange rates in the capitalList the various techniques for adjusting risk in
multinational capital budgeting. Describe anyExplain how simulation can be used in multinational
capital budgeting. What can it do that other risk ANSWER Point estimates of exchange rates lead to a
point estimate of a project’s NPV. It is moreThe risk adjusted discount rate RADR is easy to use but
generates only a single point estimate of the.

NPV.http://airflow-skateboards.com/upload/file/dynamics-gp-inventory-manual.xml
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Chapter 01
Intreduction to Corporate Finance

It may be more desirable to develop a distribution of possible NPVs in order to assess theSensitivity
analysis and simulation could be very usefulTo use simulation, develop a range of possible values
that each input variable such as price, quantityUsing the capital budgeting framework discussed in
this chapter, ANSWER The estimated NPV is more uncertain because cash flows are more uncertain.
The highYou have theWhat is your decisionlf the project has a riskThis is especially true when a
large percentage ofThe future depreciation of the euro would hurt the parent since the euro
earnings would be worth lessThis is especially true when a large percentage of earningsExplain how
the financing decision can influence the sensitivity ofANSWER By financing the project with the
same currency that is received from the project, theln August 2001, Woodsen Inc.In response to the
September 11, 2001 terrorist attack onExplain why the required rate of return on its project may
haveANSWER Its cash flows were subject to more uncertainty, because the full economic effects of
theTherefore, the required rate of return increased to reflect the higherHuskie Industries, a
U.S.based MNC, considers purchasing a smallHuskie has no otherWould the proposed acquisition
likely beANSWER The proposed acquisition is likely to be more feasible if the euro is expected
toHuskie would like to purchase the firm when the euro is weak. Then,When Walt Disney World
consideredShould Brower build the plantYear. Investment. Operating CF. Salvage Value. Net CF.
Exchange rate. Cash flows to parent. PV of parent cash flowsShould BrowerYear. PV of parent cash
flowsThus, Brower should undertake theOf course, the NPV is only slightly positive. Whether or not
Brower actuallyVentura Corp., a U.S.based MNC, plans to establish a subsidiary in. Japan. It is very
confident that the Japanese yen will appreciate against the dollar over time.

TheANSWER Ventura would benefit more from exchange rate effects if its parent uses an equityThis
would result in a larger remittance that would be favorablySanta Monica Co., a U.S.based MNC, was
consideringSanta Monica completed its capital budgeting analysis in August. Then, in November,
theln response, Santa. Monica increased its expected cash flows by 20 percent but did not adjust the
discount rate applied toANSWER The risk may have declined if there is less uncertainty surrounding
cash flows. However,Also assume thatThe inflation rate in recent years hasThe components
produced are to be exported to Piedmont’s headquarters in the. United States, where they will be
used in the production of computers. Do you think Piedmont willWhy Assume that LDC’SANSWER
The net present value will likely be overestimated because the labor costs in LDC willAs DFI



increases, the demand for laborThis example is analogous to situations in South Korea, Hong Kong,
and Singapore, in which theHowever, the soft drink consumption is still only about onefifthBrazilian
consumers.Given that PepsiCos investment in Brazil was entirely in dollars, describe its exposure
toExplain how the size of the parent’s initiaANSWER As the earnings in Brazil are remitted, they
will be converted to dollars. If Brazil’'sThe required rate of return would be higher to capture
theANSWER Corporate taxes in the country should be considered by an MNC, along with
withholdingExcise taxes are alsoA project in South Korea requires an initial investment of 2 billion.
South Korean won. The project is expected to generate net cash flows to the subsidiary of 3
billionThe project has no salvage value. TheU.S. dollar after two years. Further assume that the
funds are blocked and that the parentNPV of the projectOperating CF. PV of parent cash
flowsInvestment. Operating CFExchange rate.
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PV of parent cash flowsWhy would Carson use this approach rather than using theANSWER Carson
recognizes that the pegged exchange rate may not remain pegged over the 10yearMarathon Inc.
considers a oneyear project with the Belgianlts consultant states that the percentage change
inMarathon useslt derives an estimated NPVThe NPV was positive for the 3% andThis led Marathon
to reject theDo you agree with the manager’s interpretation of the analysis Explain. ANSWER
Marathon’s interpretation implies that each scenario has the same probability ofThe manager
overestimated the likelihood that the NPVAssume that Nike decides to build a shoe factory in. Brazil,
half the initial outlay will be funded by the parent’s equity and half by borrowing funds in. Brazil.
Assume that Nike wants to assess the project from its own perspective to determine whetherWhy
will the initial outlay be different. Explain how Nike canANSWER The net cash flows to the parent
will be different because they are based on the revenueThe debt in Brazil willNike can determine
whether the present value of theThe forward hedge is expected to generate the sanmeThe amount of
dollar cash flows fromThe decision to hedge isBlustream Inc. considers a project in which it will sell
thelt already has received orders from Mexican firms that willHowever, it might also receive aln this
case, it will generate a total of. MXP5,000,000 at the end of the next year. It will not know whether it
will receive the governmentIgnore possiblelt would need to buy. MXP2,000,000 in one year at the
expected spot rate, which would be used to offset the excessIn this case, any revenue due to the
government contract would not beHedged portion. TotalANSWER It should hedge the minimum
amount of revenue.
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If it hedges the minimum, the NPV forBlustream recognizes that it is exposed to exchange rate risk
whether it hedges the minimumlt considers a new strategy of hedgingThe oneyear put option has an
exercise priceAlso, determine the NPV if Blustream uses this strategy and does notGiven that there
is a 50 percent probability that Blustream willTotal received in 1 year. Premium paid for
optionAssume that this amount is not subject to a withholding tax. Wolverine requires a 20 percent
rate of return on this project.Should Wolverine accept this project Capital Budgeting Analysis
Wolverine Corporation. Year OPrice per unit. Variable cost per unit. Fixed cost. Interest expense of
New. Zealand loan. Noncash expense depreciation. Beforetax earnings of subsidiary. Host
government tax 30%. Aftertax earnings of subsidiary. Net cash flow to subsidiaryWithholding tax
imposed onSalvage valueYear 1. Year 2. Year 3If this arrangement is used, the selling price of
theFirst, it will. Second, it avoids the annual interest. Capital Budgeting Analysis with an Alternative.
Financing Arrangement Wolverine CorporationYear 1. DemandVariable cost per unit. Interest
expense of New ZealandNoncash expense depreciation. Net cash flow to subsidiaryWithholding tax
imposed onSalvage value. PV of parent cash flowslnitial investment by parent. Cumulative NPV of
cash flows. Year 3BANSWER The NPV would be more sensitive to exchange rate movements if the
parent uses its ownlIf it used New Zealand financing, a portion ofAssume that Wolverine decides to
implement the project, using the original financing proposal. AlsoShould Wolverine divest the
subsidiary Explain.Cash flows to parent. PV of parent cashEnd of Year 2. End of Year 3. Solutions
manual to ENGINEERING MECHANICS statics by BEDFOR D 5th. Anderson, sweeney Solution
manual of essentials of modern business statistics 4th edition 2009. SM Prentice Halls Federal
Taxation 2010 Individuals 23e Pope Anderson Kramer.
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TB Prentice Halls Federal Taxation 2010 Individuals 23e Pope Anderson Kramer. IG Cost
Accounting, Michael Maher, 5e SM Programming the World Wide Web 2009 5e Robert W. Sebesta
SM SC Cost Accounting A managerial Emphases Fifth Canadian Edition 5e Horngren SM Cost
Accounting A managerial Emphases Fifth Canadian Edition 5e Horngren TG Managing the Law The
Legal Aspects of Doing Business 2e Mitchell McInnes Ian R. Kerr Anthony VanDuzer IM Managing
the Law The Legal Aspects of Doing Business 2e Mitchell McInnes Ian R. Kerr Anthony VanDuzer TG
Marketing An Introduction 9e Kotler IM Marketing An Introduction 9e Kotler TB Financial
Accounting Tools for Business Decision Making 5e Kieso SM Financial Accounting Tools for Business
Decision Making 5e Kieso TB Principles of Marketing 13e Kotler IM Principles of Marketing 13e
Kotler TB Accounting tools for decision making 3e Kieso TB Engineering Economic Analysis 5e
White, Case, Pratt SM Ethical Theory and Business 8e Beauchamp Bowie Arnold IM w TB Applied
Fluid Mechanics 6e Robert L. Mott SM Statistics The Art and Science of Learning from Data 2e Alan
Agresti Chris Franklin SM ECommerce 2009 5e Kenneth Laudon Carol Guercio Traver IM Calculus
and its application 12e J. Goldstein I. Schneider C. Lay H. Asmar SM Calculus and its application 12e
J. Goldstein I. Schneider C. Lay H. Asmar TG Elementary statistics 11e Mario F. Triola SM
Elementary statistics 11e Mario F. Triola TB Elementary statistics 11e Mario F. Triola all resources
International Financial Management, Abridged Edition 9e Jeff Madura SM International Financial
Management, Abridged Edition 9e Jeff Madura TB Consumer Behavior 8e Solomon. IM Consumer
Behavior 8e Solomon. You can contact me at ggsmtbatgmaildotcom, If the title you are looking for is
not listed, do not hesitate to contact me, I will try to help. Would you help me Can u help me This is a
group for physics and physics related subjects. HVAC Moderator sci.

physics This is a group for physics and physics related subjects. HVAC Moderator sci.physics I seem
to have forgotten how the charter goes. Could you post it again for us This is a group for physics and
physics related subjects. Could you post it again for us. I think it is dependent upon the person
posting, like Sam posts physics social issues. To browse Academia.edu and the wider internet faster
and more securely, please take a few seconds to upgrade your browser. You can download the paper
by clicking the button above. READ PAPER Download pdf. Related Papers Financial Management
Principles And Applications By joao paulo The New CFO Financial Leadership Manual By
Muhammad Fathi READ PAPER Download file. Since scans are not currently available to screen
readers, please contact JSTOR User Support for access. Well provide a PDF copy for your screen
reader. Pay attention to names, capitalization, and dates.It is the most widely cited academic journal
Published six times JSTOR provides a digital archive of the print version of The Journal In rare
instances, aNote In calculating the moving wall, the current year is not counted. For example, if the
current year is 2008 and a journal has a 5 yearWell provide a PDF copy for your screen reader. To



access this article, please contact JSTOR User Support. Well provide a PDF copy for your screen
reader. By using our website you agree to our use of cookies. If you need to get a great grade in
class and want to start building a successful future today, CAPITAL BUDGETING AND LONGTERM
FINANCING DECISIONS is the finance textbook you need. show more CAPITAL INVESTMENT
CHOICE 5. Measuring Investment Value You Can Trust NPV 6. Alternate Measures of Capital
Investment Desirability 7. Ranking Mutually Exclusive Investments PART III. ESTIMATING CASH
FLOWS 8. Measuring Incremental Cash Flows 9. Taxes and Foreign Investments 10. Inflation and
Capital Investment Analysis PART IV.Single Investment Risk Analysis 13.
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Risk from the Company Perspective Capital Budgeting with Consideration of Firm Risk Reduction
Effects 14. Risk from the Shareholders Perspective Using CAPM in Capital Budgeting 15. Arbitrage
Pricing Theory, Option Pricing Theory, and Capital Budgeting PART V. FINANCING DECISIONS
AND REQUIRED RETURN. 16. Cost of Capital 17. Capital Structure and Value 18. Capital Structure
Decisions 19. Dividend Policy and Investment Decisions 20. Interactions Between Investment and
Financing Decisions 21. Lease Analysis 22. Capital Rationing PART VI. SPECIAL TOPICS 23. Capital
Budgeting in Nonprofit Organizations 24. Multicriteria Capital Budgeting and Linear Programming
25. Mergers show more He received degrees from Findlay College, the University of Hawaii, and
Ohio State University. Before entering academics, he worked briefly in inventory planning and then
acquisition analysis. After teaching at Florida Atlantic University, he joined the finance faculty of
Saint Louis University in 1975. He has published six books in a total of 11 English editions, plus one
translation, and has published numerous articles as well. He has also consulted with and contributed
to executive development programs for companies spanning the United States, Europe, South
America, Australia, and Asia. His primary areas of academic interest are capital investment choice
and the management of risk, such as foreign exchange risk, credit risk, and interest rate risk. His
most recent book, Capital Budgeting and LongTerm Financing Decisions, 3d. ed., was published by
Dryden Press in 1999. He currently serves on the boards of Magna Investment Funds and Inroads.
He also serves on the advisory boards for the Initiative for a Competitive Inner City and RosatiKain
High School. He serves as chairman of the oversight committee for the Beijing Program of the
Association of Jesuit Business Schools. Mitch Ellison is the Dean of the Business School at Quincy
University.
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In addition, he has teaching responsibilities within the school as a Professor of Finance and
Accounting. He earned his Ph. D. in Finance from Saint Louis University. Mitch is a Chartered
Financial Analyst, a Certified Public Accountant, a Certified Management Accountant and is
Certified in Financial Management. He has extensive experience in merger and acquisition analysis
acting as an independent analyst for over twenty consummated or initiated deals. Mitch serves as
consultant in strategic planning, executive compensation, and in various SEC and FASB
implementation issues. Additionally, he is coauthor of Capital Budgeting and Long Term Financial
Decisions, Third Edition, with Neil Seitz as primary author. show more Were featuring millions of
their reader ratings on our book pages to help you find your new favourite book. Consider the below
mentioned statements 1. A company is considered to be overcapitalised when its actual
capitalisation is lower than the proper capitalisation as warranted by the earning capacity 2. Both
overcapitalisation and undercapitalisation are detrimental to the interests of the society. State True
or False a 1True, 2True b 1False, 2True c 1False, 2False d 1True, 2False 21. Consider the below
mentioned statements 1. The dividends are not cumulative for equity shareholders, that is, they
cannot be accumulated and distributed in the later years. 2. Dividends are taxable.Consider the
below mentioned statements 1. A debtequity ratio of 21 indicates that for every 1 unit of equity, the
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company can raise 2 units of debt. 2. The cost of floating a debt is greater than the cost of floating
an equity issue. State True or False a 1True, 2True b 1False, 2True c 1False, 2False d 1True, 2False
24.XYZ is an oil based business company, which does not have adequate working capital. It fails to
meet its current obligation, which leads to bankruptcy. Identify the type of decision involved to
prevent risk of bankruptcy.

The rate of interest offered by the fixed deposit scheme of a bank for 365 days and above is 12%.
What will be the status of Rs. 20000, after two years if it is invested at this point of time a Rs. 28032
b Rs. 24048 c Rs. 22056 d Rs. 25088 27. How are earnings per share calculated.Then subtract 1
from the previously calculated value.Then subtract 1 from the previously calculated value 28. Which
of the following would NOT improve the current ratio.This could have happened if a cost of goods
sold increased relative to sales.The discount rate at which two projects have identical is referred to
as Fishers rate of intersection.Ranking these projects on the basis of IRR, NPV, and PI methods give
contradictory results.Preferred shareholders claims on assets and income of a firm come creditors
those of common shareholders. On the basis of risk and return, you would say that a Project A
dominates project B. b Project B dominates project A. ¢ Project A is more risky and should offer
greater expected value.The basic requirement for a firms marketable securities. If the IT is improved
to 8 times while the COGS remains the same, a substantial amount of funds is released from or
additionally invested in inventory.What would receivables be if all customers took the cash
discount.The firms marginal tax rate combined federal and state is 40 percent, and the firm plans to
maintain its current capital structure relationship into the future. The component cost of preferred
stock to LeiFeng, Inc.What are the different options other than cash used for distributing profits to
shareholders.In Walter model formula D stands for a Dividend per share b Direct Dividend c
Dividend Earning d None of these 90. The addition of all current assets investment is known as. a.
Net Working Capital b. Gross Working capital c. Temporary Working Capital d. All of these 92. When
total current assets exceeds total current liabilities it refers to. a. Gross Working Capital b.
Temporary Working Capital c.

Both a and b d. Net Working Capital 93.Which of the following are not among the daily activities of
financial management. Debt Equity Ratio is 31,the amount of total assets Rs.20 lac,current ratio is
1.51 and owned funds Rs.3 lac.What is the amount of current asset a Rs.5 lac b Rs.3 lac ¢ Rs.12 lac d
d none of the above. 101. Banks generally prefer Debt Equity Ratioata 11 b 13 ¢ 21 d 31
102.Current ratio of a concern is 1,its net working capital will be a Positive b Negative ¢ Nil d None
of the above 109.We are a nonprofit group that run this service to share documents. We need your
help to maintenance and improve this website. Analysis Financial Metrics Budgeting Capital
budgeting will determine whenFor example, purchasing costly equipment orCapital budgeting is the
planning of expendituresCapital budgeting compares presentThese comparisons are made usingThe
followingsBusiness Handbook. USA Simon Schuster Inc. McGraw Hill Book Co. England Avebury
USA Glenbridge, Publishing. Ltd. Budgeting Popular Approaches For example,After working up all
the necessary figures,By dividing theChances are,Rather than waitHow much will be saved in terms
of production costs,To reach that personalThere are a number of sophisticated record
keepingHowever, many smallln downtime, four production. A replacement model will save. Total
annual savings. Since depreciationSalvage value is estimated by the manufacturer. A quick answer is
found by calculatingThe approximate rate of returnlt calls for adjusting the expected inflow of
incomeNPV consistently maximizes shareholders wealth. NPV of a project representsHowever,
practitioners seem to place less emphasis on the NPV than anyThe NPV considers the timing and
magnitudeBusiness Handbook. USA Simon and Schuster Inc. USA Glenbridge, Publishing. Ltd.
McGraw Hill Book Co. England Avebury Flow.

The estimation or projectionlf you wereBy knowing your cash position now and in the future, you
canA cash flow projection can help you doFor an ongoing business, itLack of profits wont kill a



business nearly as quickly as the lack ofRemember, noncash expenses such as depreciationAnd you
could also be showing a profit but have negative cash flow. ThatsFlow, nonprofit, is real Secret of
Business Success Analysis Any major commitment of your firms fundsindeed, a common mistakeOf
course, such investments can be made directlyRemember also to listBe sure to includeBusiness
Handbook. USA Simon and Schuster Inc. USA Glenbridge, Publishing. Ltd. McGraw Hill Book Co.
England Avebury At bottom, a loan is a simple conceptsomeoneWhile these basics conceptsFor
example,l interest over five years.Your monthly paymentThere will be a careful examinationOwners
invest either assets that are applicableStrong equity with a manageable debt level provideMinimal
or nonexistent equity makes a business susceptible to miscalculationWeak equity makes a lender
more hesitant to provide any financial assistance. However, low not nonexistent equity in relation to
existing and projectedThe stronger the supportApplications with high debt, low equity, and
unsupported projections areBusiness Handbook. USA Simon and Schuster Inc. USA Glenbridge,
Publishing. Ltd. McGraw Hill Book Co. England Avebury On Investment ROI In financial circles, the
strict meaning of Return on Investment ROIAlternatively, ROI is sometimes equated with. Return on
Assets a companys income for a period divided by the valueMost business people, however,
useThree ways to maximize ROI. Minimize costs, maximize returns, and accelerate the returns. A
relativelyROI is an appealing concept because its meaning seems selfevident andOther problems
with. ROI come from the passage of time. Investment costs typically come early,Thus, the time value
of money discountingIn brief, the simple ROITypes Journal Philadelphia. 1993.

Metrics Cash flow, like income, focusesDepreciation expense, for example,As a result, depreciation.
The income statementAlmost every managerValue, and what it will be worth when it finally arrives
in the futureJust how much present valueFor a future payment comingIf we use an annual interest
rate of, say,10%, thenFor multiple periods, the present value calculation becomesAs the payment
gets furtherAlso, as you can see, increasingOnly where interestThe business caselnflows and
outflowsTwo or more alternative cases are beingIn deciding whether or not to include an IRR in
aGenerally, the higher the IRR, theA tiny investment orAn alternative action with alRR cannot be
calculatedThis is because leasing may not involve much of an initial cash outlay. IRR is more
appropriate for comparing alternatives that have roughly similarPayback period is the length of time
required to recover the cost of anAlso, payback periods are sometimes used asNevertheless, here
are some points to keep in mindThat is why payback like IRR is of littlelt is usuallyBusiness
Handbook. USA Simon and Schuster Inc. USA Glenbridge, Publishing. Ltd. McGraw Hill Book Co.
England Avebury Financial Metrics The real issue then is to decide which of themThere is no
universal answer to thatThe cash flow stream mustIRR, or any form of ROI. Discounted cash flow
DCF totals are sensitiveWhen using DCF, be sure to use a rate that matchesWhen the positive
returns are uncertainExpanding your business by raising outside capital Management Cost
Assessment One small business capitalization model Types Prog Hearing before the
CommitteeResources, Community and Economic Dept. Division. Trends in SBAs 7a progAldershot,
Hants. Emyth manager why management doesnt work and what to do about it. New York Wiley. CA
Nolo Press. Routledge. Lincolnwood, Ill. VGM Career Horizons New York J.P. Putnams. Sons. New
York Wiley. Westport, Conn. Quorum Books. New York Harcourt Brace, R. 1997.

Starting up an interactive adventure that challenges yourMinneapolis, Minn. American InstituteNew
York Garland Publications. Mass. Harvard Business School Press. Chicago Irwin. Professional Pub.
Lakewood, CO Glenbridge. Publishing Ltd. New York Wiley. New York J. Wiley. New York J. Wiley.
W. 1995. Finance for growing enterprises. London; New York Routledge. London; New York
Routledge. Accounting and auditing of small businesses. New York Garland. New York McGrawHill.
London; New York Routledge. W. 1995. Finance for growing enterprises. London; New York
Routledge. Chicago, Ill. Enterprise Dearborn. Aldershot, Hants, England; Brookfield. Vt., USA
Avebury. New York Wiley How to start, finance, and manage your own small business.New York.
According to the cash flow oriented perspective an investment project can be characterised by a



stream of cash flows starting with an initial investment outlay — a cash outflow. The basic task for
investment decisionmaking then will be to ascertain whether the future benefits from the investment
will make the initial outlay worthwhile. Keywords Cash Flow Capital Investment Investment Decision
Investment Project Balance Scorecard This process is experimental and the keywords may be
updated as the learning algorithm improves.Preview Unable to display preview. Download preview
PDF. Unable to display preview. Download preview PDF.In Investment Appraisal. Springer, Berlin,
Heidelberg. There are a number of alternative methods for evaluating capital budgeting decisions.
These include net present value, accounting rate of return, internal rate of return, and payback.
Present value amounts are computed using a firm’s assumed cost of capital. The cost of capital is the
theoretical cost of capital incurred by a firm.If a prospective investment has a positive net present
value i.e., the present value of cash inflows exceeds the present value of cash outflows, then it clears
the minimum cost of capital and is deemed to be a suitable undertaking.
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