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Abstract

It is difficult to evaluate investment projects financially due to the deficiencies that lie in financial
evaluation index system. This essay explains deficiencies of several financial evaluation indexes
widely used at present and analyzes the conflicts and reasons when evaluating the mutually ex-
clusive projects with net present value and internal rate of return, and then offers a decision crite-
ria for contradictory situations.
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Table 1. Net cash flows and relevant financial evaluation index of plan A and B (Unit: 10 thousand Yuan)
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Table 2. NPV of project A and B under different discount rates (Unit: 10 thousand Yuan)
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15% —4.64 2.65 -7.29
NP\L Ar
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. (%)

11.37%  14% > 100%

Figure 1. Inconsistency of NPV and IRR of project A and B
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