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After deciding to leave their good and steady job and chase their dreams of beginning their venture, Liz Jenkins and David Lee decide to estimate their cash flow in both project A and B. The two projects have almost similar investments with the same life span of about five years but for different cash flows. Liz Jenkins and David Lee estimated that project A has a higher value of the cash flow, particularly in year five, around $ 5,600,000, and project B has smaller cash flow in year five, amounting to $371,250. As a professional consultant to help both Liz and David to make decisions, the following aspects should be taken into consideration. 
At first, they should consider the value of money with time, which shows the dollar at hand has a greater value than the money promised shortly. Secondly, on the discounted and the payback period, an investment is only accepted if the discounted period and the payback period are lesser than the specified time in years. On (NPV), an investment is only accepted if the (NPV) has a positive value. However, if the NP V of project A and B is positive, then a project with a higher NPV than one with a lower NPV. 
Taking into consideration the IRR, an investment is accepted if the IRR is more than the necessary return.  It means the higher IRR is better than the lower IRR to take a stake. Also, to add on that is the Profitability Index (PI), which is known as the current value of the cash flow divided by the original amount of the investment. They should select a project that has a higher profitability index than the one that has a lower profitability index. Lastly, an investment can be accepted only if MIRR value is higher than the rate of return expected. Therefore a project with a greater MIRR is preferred than one with a lower (MIRR).    
The table shows the metrics for both project A and B
	Metrics
	Project A
	Project B

	Payback period (in years)
	3.68
	1.77

	Discounted payback period (in years)
	4.67
	2.78

	Net Present Value (NPV)
	$703,531
	$681,180

	Internal Rate of Return (IRR)
	19.82%
	23.85%

	Profitability Index (PI)
	1.1256
	1.1261

	Modified Internal Rate of Return (MIRR)
	18.78%
	18.79%



Since I have highlighted the main points above, the approach that can be used to solve this issues are; Firstly, taking into consideration the payback period approach, the two entrepreneurs can select between project A and B particularly that has the earlier payback of initial investment made. However, on Metrics, project A has a payback period of 3.68 years, and project B has a payback of 1.77. On the other side, the discounted payback of project B is less than that of A. In this case, and project B should be selected as it has a short payback time of 1.77 years and a small discounted payback time of 2.78 years. There is also a significant consideration of the Net Present Value (NPV). In the Metrics table above, project A has a high NPV ($703,531) than project B ($681,180). 
An investment with a greater NPV has a higher value than a project with a small amount, especially in the current period. Therefore, project A has a higher NPV than Project B, even though project B has the higher values of the Internal Rate of Return, Profitability Index, and the MIRR than project A. Therefore, considering these approaches it is smooth to out the projects of the best decision for Liz and David.
To rank the project, I will prepare a table to make a clear comparison of the components mentioned as shown below:

	Years
	Rank

	
	Project A
	Project B

	Payback period
	3.68
	1.77

	
	2nd
	1st

	Discounted payback period
	4.67
	2.78

	
	2nd
	1st

	Net Present Value (NPV)
	$703,531 
	$681,180 

	
	1st
	2nd

	Internal Rate of Return (IRR)
	19.82%
	23.85% 

	
	2nd
	1st

	Profitability Index
	1.1256
	1.1261

	
	2nd
	1st

	Modified Internal Rate of Return (MIRR)
	18.78%
	18.79%

	
	2nd
	1st


According to the rank, we can realize that project b is highly ranked, and it better than project A.
I have realized why David has faith in using the Net Present Value approach as it gives the total value, and it is the approach that is considered the most appropriate for making decisions. However, it highlights the full amount of the profitability index from the two projects, particularly if the projects have the same cash flows. But in the case above, project A and B have different cash flow timing, therefore, a significant consideration should be taken on the other area of the Internal Rate of Return (IRR), Modified Internal Rate of Return (MIRR), Profitability Index (PI) as well as discounted payback period and payback period to make the appropriate decision. 
I would suggest project B as it has less number of years in both the payback period and discounted payback, and a higher amount in IRR, NPV, PI, and MIRR. Therefore, from the results shown above, we can see that project B can attain Liz and David's goal, especially in the short-term period. 
The cash flow value expected in both project A and B can be very different from the real cash flow, so I recommend that more analysis should be taken in realistic approaches for proper decision making.         

