
Cost-Benefit Analysis using Net Present 
Value and Other Techniques 
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Why is this subject important? 
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Comparing Projects 
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Net Present Value 
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NPV Terminology 
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Calculation Example: NPV 
Question:

 

 
 

  

10 
 

Question:

Answer: 
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Answer:
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Internal Rate of Return (IRR) 
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Project Types 
 NPV IRR Decision 

Good, under-priced   Accept, go ahead 
Mediocre, fairly priced   Indifferent 
Bad, over-priced   Reject, cancel 
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Calculation Example: IRR 
Question: 

Answer: 
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IRR Problems 
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Calculation Example: IRR, Scale Effects, 
and Mutually Exclusive Projects 
Question:
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Answer using IRR:
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Answer using NPV:
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Land Development Project Details 

Restaurant Apartment 
block 
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Calculation Example: Non-conventional 
Cash Flows and Multiple Feasible IRR's 
Question: another
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Pay-back Period 

34 
 

Pay-back Period: Pros and Cons 
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Calculation Example: Pay-back Period 
Question:
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Question:
 

Answer: 
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39 
 

 

40 
 

Profitability Index 
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Calculation Example: Profitability Index 
Question:
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Answer: 
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Questions: Profitability index 
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Calculation Example: Solving for Time - 
Logarithms 
Question

Answer
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