Topic M02: Capital Investment Appraisal                              Topic Overview P.5

	Topic Overview

	Topic
	BAFS Elective Part – Business Management Module – Financial Management 
M02: Capital Investment Appraisal 

	Level
	S5 / S6

	Duration
	2 lessons (40 minutes per lesson) 


Learning Objectives:
1. To evaluate financial and non-financial factors affecting capital investment decisions;

2. To apply capital investment appraisal methods to evaluate the feasibility of investing in a project: net present values (NPV), internal rate of return (IRR), accounting rate of return (ARR), and payback period; and
3. To compare the usefulness and limitations of different capital investment appraisal methods.
Overview of Contents:

Lesson 1
Introduction of Different Capital Investment Appraisal Methods

Lesson 2
Application of Capital Investment Appraisal Methods
Resources:

· Topic Overview, Teaching Plan and Answers to Student Worksheet 
· PowerPoint Presentation

· Student Worksheet

· Answers to Student Worksheet
Suggested Activities: 
· Group Discussion

· Problem Solving 

· Case Study

	Lesson 1

	Theme
	Introduction of Different Capital Investment Appraisal Methods

	Duration
	40 minutes


Expected Learning Outcomes:

Upon completion of this lesson, students will be able to:
1. To evaluate financial and non-financial factors affecting capital investment decisions 

2. To determine the NPV of a project with different cash flows in a time span;
3. To apply internal rate of return (IRR) and accounting rate of return (ARR) to evaluate the feasibility of investing in a project
4. To make capital investment decision by comparing payback periods of projects
Teaching Sequence and Time Allocation:

	Activities
	Reference
	Time

Allocation

	Part I: Introduction

	· Financial and non-financial factors affecting capital investment decisions
· teacher introduces the financial and non-financial factors affecting capital investment decisions

	PPT#1-3
	5 minutes

	· Using a simple case of an investment project, teacher introduces the four different capital investment appraisal methods:
· Net present value (NPV)
· Internal rate of return (IRR)
· Accounting rate of return (ARR)
· Payback period
	PPT#4-5
	2 minute

	Part II: Content

	· Activity 1: A property investment case (Application of NPV)
· Teacher explains the case to students and asks them to calculate the NPV of the project in order to decide whether the investment project is acceptable.

· Students present their answers to class.
· Teacher comments on the answers and shows the correct answer with workings.  
· Teacher further explains the application of NPV in evaluating investment project with another example.
	PPT#6-12
Student Worksheet p.1

PPT#13-16
	10 minutes

	· Teacher demonstrates the application of IRR with examples and explains how investment decision is made with IRR.
· Activity 2: A project with equal cash flows 


(Application of IRR)

· Teacher explains the case to students and asks them to solve it.
· Students present their answer to class.

· Teacher comments on their answers and shows the correct answer with workings.
	PPT#17-24
Student

Worksheet 

p.2 


	5 minutes

	· Teacher demonstrates the application of ARR using a short case, then explains how investment decision is made with ARR. 
	PPT#25-30
	5 minutes

	· Teacher demonstrates the computation of payback period using a short case, then explains how investment decision is made with payback period. 
	PPT#31-41
	10 minutes

	Part III: Conclusion

	· Teacher reviews the 4 investment appraisal methods and concludes the lesson.
	PPT#42-44
	3 minutes


	Lesson 2

	Theme
	Application of Capital Investment Appraisal Methods

	Duration
	40 minutes


Expected Learning Outcomes:

Upon completion of this lesson, students will be able to apply different capital investment appraisal methods to evaluate different investment projects. 

Teaching Sequence and Time Allocation:

	Activities
	Reference
	Time

Allocation

	Part I: Introduction

	· Teacher begins by recapping the 4 investment appraisal methods covered in Lesson 1.
	PPT #45-46
	2 minutes

	Part II: Content

	· Case 1: An Investment Project  

· Teacher explains the case and asks students to form groups to apply the NPV, IRR, ARR and payback period of the investment project to decide whether to accept the project based on the results they achieved. 
· Teacher invites groups to present their answers.

· Teacher comments on students’ results and justification, and shows the correct answer with workings.
	PPT#47-54
Student

Worksheet 

pp.3-5

	8 minutes

	· Case 2: Purchasing a new van or not?  

· Teacher explains the case to students and asks them to discuss in groups to decide whether Vincent should buy a new van. 
· Students are reminded to apply the 4 investment appraisal methods in making the decision. 

· Teacher invites groups to present and explain their answers.

· Teacher gives comments on their decision and shows the correct answer with workings. 
	PPT#55-61
Student

Worksheet 

pp.6-7

	8 minutes

	· Case 3: Two mutually exclusive projects 

· Teacher introduces two mutually exclusively projects to students and asks them to discuss in groups, deciding which project to invest. 

· Students should calculate and/or compare the NPV, IRR and ARR of both projects and select one for investment based on their results. 

· Teacher invites groups to present and explain their answers.

· Teacher gives comments on their decision and shows the correct answer with workings.
	PPT#61-71
Student

Worksheet 

pp.8-9

	8 minutes

	· Activity 3: Tony Corporation: Two mutually exclusive projects 

· Teacher introduces two mutually exclusively projects to students and asks them to discuss in groups, deciding which project to invest. 

· Students should calculate and compare the NPV, IRR and ARR of both projects and select one for investment based on their results. 

· Teacher invites groups to present and explain their answers.

· Teacher gives comments on their decision and shows the correct answer with workings.
	PPT#72-81
Student

Worksheet 

pp.10-11


	6 minutes

	Part III: Conclusion

	· Activity 4: Usefulness and limitations of different capital investment appraisal methods.
Teacher compares the usefulness and limitations of different capital investment appraisal methods.
	PPT#82-89
Student

Worksheet

pp.12-13
	6 minutes

	· Teacher reviews the 4 investment appraisal methods and concludes the lesson.
	PPT#90
	2 minutes
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