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Chapter 06: Section 2 

Practice Question 153:             

 

Practice Question 154: 

 

Practice Question 155: 

An investment of Rs. 10 million generates average annual profits of Rs. 1.5 million. 

Calculate the Accounting rate of return. 
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Practice Question 156: 

 

Practice Question 157: 

 

Practice Question 158: 

 

Practice Question 159: 

What is the impact of the riskiness of the project on the discount rate and the net 

present value of a project? 

Practice Question 160: 

What are the DCF and Non-DCF based project evaluation methods? 
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Practice Question 161: 

Compare the use of Payback, ARR, NPV and IRR in evaluating projects on project scale, 

data requirements, resource intensity and ease of communication.  

Practice Question 162: 

 

Practice Question 163: 

 

Practice Question 164: 
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Practice Question 165: 

 

Practice Question 166: 

BlueGem Textiles is evaluating a new automated dyeing system that requires an initial 

investment of Rs. 10,000,000. The expected net cash inflows are: Year 1: Rs. 2,000,000; 

Year 2: Rs. 3,000,000; Year 3: Rs. 4,000,000; Year 4: Rs. 5,000,000. Calculate the payback 

period. 

Practice Question 167: 

Trident Logic Ltd invests Rs. 20,000,000 in new server infrastructure with a 5-year life and 

no salvage value. The project is expected to generate the following accounting profits 

(after depreciation): Year 1: Rs. 1,500,000; Year 2: Rs. 2,000,000; Year 3: Rs.2,500,000; Year 

4: Rs. 2,200,000; Year 5: Rs. 1,800,000. Calculate the ARR based on the initial investment 

Practice Question 168: 

Serendib Hospitality is considering a hotel refurbishment project with an initial investment 

of Rs. 15,000,000. The project is expected to generate the following cash inflows over four 

years from increased room rates and occupancy: Year 1: Rs. 5M, Year 2: Rs. 6M, Year 3: Rs. 

7M, Year 4: Rs. 4M. The company’s required rate of return (discount rate) is 10%. Calculate 

the NPV and decide if the project should be accepted. 
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Practice Question 169: 

With the data from question 168, explain whether the project is viable based on IRR. 

 

 


