
Summary: When ranking mutually exclusive investment projects between methods of net present 
value, internal rate of return and profitability index, there may be a discrepancy between the methods 
while comparing the investment projects that differ it the size of cash flows or have different dynamics 
of cash flows influx.The reason of conflict is that the internal rate of return implies that the net cash 
flows can be invested at a rate equal to the internal rate of return, while the method of net present 
value and profitability index imply that the net cash flows can be invested at a rate equal to the cost of 
capital.In the event that the cost of capital is lower than the discount rate that corresponds to 
intersection point of the net present values lines, depending on the cost of capital (Fisher's 
intersection) - it may result in a conflict of methods of the net present value and internal rate of 
return.The conflict may occur between the method of net present value and profitability index in the 
event of significant differences in the cash flows volume, and between the method of profitability index 
and internal rate of return, if the rankings based on net present value and profitability index 
match.This paper considers some of the problems that occur in the rankings of the investment projects 
and ways of resolving conflicts between the methods. If there is a limitation regarding capital, it is 
necessary to assess cash flows on additional capital investment in a larger project and resolve the 
conflict between the methods.If there is adiscrepancy in time and dynamics of funds influx in use of 
modified net present value and modified internal rate of return,  it will not come to conflict, i.e both 
methods will give the same results on the acceptance or rejection of projects. 
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