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Payback Period (PBP) = Cash Outlay (Investment) / Annual cash inflow =C /A

Accept-Reject Criteria: The projects with the lesser payback are preferred.
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Average Income = Average of post-tax operating profit

Average Investment = (Book value of investment in the beginning + book value of

investments at the end) / 2

Accept-Reject Criteria: The projects having the rate of return higher than the minimum

desired returns are accepted.
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Where A1, A2.... represent cash inflows, K is the firm's cost of capital, C is the cost of the
investment proposal and n is the expected life of the proposal. It should be noted that

the cost of capital, K, is assumed to be known, otherwise the net present, value cannot

be known.
Net Present Value (NPV) = "y, C./ (1+1)'-Co
Where,
Ci = cash inflow at the end of year t
n = life of the project
r = discount rate or the cost of capital
C, = cash outflow

Accept — Reject Criteria:

e NPV > 0 (NPV is Positive) - Accept
e NPV < 0 (Negative) - Reject
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e NPV =0 - May Accept or Reject

[ 49 T & U

1. 98 09 & 90T 0 &) & 8 3@dl o |

2. I8 Sl WR & T WR GO e It Ui & amyviedl &l J19d1 ]

3.8 P o ! 9w, HT oY B! 9Ga-T M &

4. 78 fafY oy ©9 ¥ IRER 30 ufeaiorret & e Sugad §1

5. T8 HU! ! Y& YURT BT HABAH B & 3539 b SIFU g

X[ IeHIH o4 & &Y

1. B & TaraH § i &3 sfHiYddist & SR Aa¢! YaTg &1 YaigaE gked g

2. ¥ R P! UCIH TUMT HAT JRbd &1 3R I8 Y& ™ Hed 1 T0ET T Hgadqui
HR®! B Y TP § il ¢ HR® | URdc & 1Y TE & aiRomy off ggad |

3. UH 3R 99T 98 § % 98 U gl QUM g, I8 URMG UReag & anTd &1 URaTg 6T
AT 3197 I g & SMTUR WR & A3 1 WHR 1 SRAIHR BT 2 |

1. 39 UBR, Y dad Jed ! T0HT H & (oG, Th BH &I ¢ Yalg 3R digarg ol
B R 1 URAST & SHIgdhId & GRM BH B ST S aiufl Bt &R & Iy Feiia
ST AR

2. fye=t faft Y siial¥® = (IRR):

- e Y sffafes @R a1 SRR T T &R 8 ol ol +ft uRaisin & s g Hed
! Y & R I 8



Dr. Ashish Mohan
(UGC NET — Commerce & Management)

- W Ul B S &R o fpdt o aRaieT & Awd vaTe & 9duH geu & A1y el
T8 & IH Hed & SRIeR Bl 5, Re 1 3fidRes & Hgad &

. U BT SARD &R (IRR) Th (A% & ¢! Sfgdle & aad Hed & 1Y IdHH Jod &
PHal 3dag & R ¢ |

. TV 3MiARD R FHel oIl § R T8 T e IV uRIeHT 3 I3 uRam oIk o w ik
AT § 3R A% & s FuiRd foddt off R w9, 39 Fafiiea flexu &1 ga
IR YR [ S a9 6;

-'q' 4 A*’ 1 l'{‘"1 A
(1+1) (<1 |:1rjl E ot (an
2’— A
C z —— i

P {‘l_ r;l: C

0= 2 -A’.—{::
"[1"IJ'

G =

Y I Hed UGl & AUl 516t 89 HIFd & % g o) T1d 8, 3iidike &% aruw fafyr &
Ad §, g9 T &1 A Y @ § 3R R e R BT Ual Tld § o 59 I B O’
GRS

IRR &1 U B BT A o

CFo = "Y1 €/ (141)°

Where,
CFo, = Investment
C: = Cash flow at the end of year t

r = internal rate of return
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n= life of the project

Accept- Reject criteria:

IRR > Cost of Capital Accept
IRR < Cost of Capital Reject

IRR = Cost of Capital Accept or Reject
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Modified Internal rate of return= n Terminal Value of Cash inflows 1
(—

Present value of Cash Qutflows

Where,
n= no. of periods
Terminal value is the future net cash inflows that are reinvested at the cost of capital.

Accept- Reject criteria:

MIRR > Cost of Capital - Accept

MIRR < Cost of Capital - Reject

MIRR = Cost of Capital - Accept or Reject
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Accept — Reject Criteria:

e PI > 1 (NPV is Positive) - Accept
e PI < 1 (Negative) - Reject
e PI =1 - May Accept or Reject
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