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ABSTRACT : The objective of this study is to examine the methodology for the reasonable rate of
return considering the characteristics of the domestic PPI road projects and to find a way to lower
the rate of return. To derive the reasonable rate of return, the model of the adjusted cost of capital
and the CAPM model are employed and it is compared to the actual rate of return and the weigted
average cost of capital(WACC) for the PPI projects. The result shows that the projects initiated before
2005 that involve MRG had excessive earnings whereas the projects after 2005 without MRG had
the actual returns lower than the reasonable returns. However, the PPI projects still seem to be
profitable considering the cost of capital. In addition, it turns out that the recent social issue of “the
excess return in the PPI projects” should be applied to the PPI projects with MRG at the earlier
stage because the projects thereafter have generated the rate of return less than the reasonable level.
Key Words : reasonable rate of return, MRG, PPI projects, adjusted cost of capital model, CAPM
model
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