Net present value refers to the difference between the present value of benefits and present value of costs realised from a project. You should accept a project with a positive net present value as it will lead to an increase in shareholders wealth. Projects with a negative net present value should be rejected as they will lead to a decline in the wealth of shareholder if undertaken. For mutually exclusive projects, undertake only the project with highest NPV (Hopkinson, 2017).
We can also use the internal rate of return (IRR) to determine the projects to undertake. When applying IRR only undertake projects whose IRR exceeds the cost of capital. The IRR helps us calculate the acceptable range which discount rate can vary without affecting decision made using the NPV criteria. If a conflict arises on projects selected using NPV and IRR, only go for the project with the highest NPV even if it has the lowest IRR. This is because timing and scale differences lead affect the validity of decisions made using IRR.
When choosing projects using the payback period method, undertake the project with the shortest payback period. Projects whose payback period exceeds the pre-specified length of time should be rejected.
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