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[bookmark: _Toc534248073]Introduction 
Financial management is that branch of management of an organisartion under which the different financial activities of the business are planned, managed, monitored and control by the management of the organisation to ensure all these financial activities are performed in a way that all business goals and objective get fulfilled (Zietlow et al., 2018). The different financial activities of the business include procurement of fund from different sources, the efficient management of the different financial resources of the company, monitoring the receivable and payable of the company and many more other activities like these (McKinney, 2015). This report will be divided into two sections and one of them is a report to the client as a financial analyst of the World Wealth Management about two companies chosen by the client named Tim Farrow as investment options for him. Section B includes investment appraisal of two proposed projects of Patel Mintro’s London manufacturing company under Payback, NPV and Accounting Rate of return method. In addition, the researcher will have to give a recommendation about which project should be adopted in the company after evaluating the result of the projects under the investment appraisal methods mentioned above.  
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Introduction 
This report will be made by the researcher as the financial analyst of the world wealth management for a client named Tim Farrow. The client already has a large portfolio and looking to invest in UK traveling and leisure sector and two companies had already chosen by the client for this purpose and the name of those companies are William Hill Plc and Paddy Power Betfair Plc and these are mainly companies involved in gambling in different sports legally. In this report, the suitability of these companies as investment options for the mentioned client will be assessed. 
a) Carry out a financial analysis of both companies. This analysis should include 
I. Ratios you have computed, an evaluation of the financial performance and current financial position of both companies. This should include investor ratios.
 II. All computations should be included in an appendix.
	Profitability Ratio

	Company Name 
	William Hill Plc
	Paddy Power Betfair Plc

	Ratio Name 
	2015
	2016 
	2017
	2015 
	2016 
	2017

	Gross Margin
	76%
	76%
	75%
	76%
	77%
	77%

	Net Profit Margin 
	12%
	10%
	-5%
	14%
	-0.38%
	12%


Table 1: Calculation of the Profitability Ratios

Interpretation of Profitability ratio 
The profitability ratio that has been calculated under this ratio analysis of two companies includes gross margin and net profit margin. The gross margin is the percentage of the gross profit of a company in the total revenue or sales generated by the company (SHEETS, 2016). The higher the amount or percentage of gross margin, the better is the efficiency and financial performance of the company as higher gross margin means higher profitability of the company. The gross profit of William Hill Plc is quite consistent. The gross margin is calculated at 76% for two the consecutive years 2015 and 2016 and is at 75% in 2017. This shows that the cost of service or all direct costs of the company is consistent (Williamhillplc.com., 2019).
 The gross margin of Paddy Power Betfair Plc is also quite consistent. The gross margin of the organisation is at 76% in 2015 and 77% in 2016 and 2017. This shows that the company is very consistent with its direct expenses (Paddypowerbetfair.com., 2019). The comparison of both companies under this ratio show that both companies’ direct expenses are under control but the pattern of gross margin is increasing in the case of Paddy Power Betfair Plc and William Hill plc pattern is showing that the company’s gross margin is decreasing. This is a positive sign for Paddy Power Betfair and a negative sign for William Hill Plc. Therefore, under this ratio, the performance of Paddy Power Betfair is comparatively better than William Hill. 
The next profitability ratio is the net profit margin and under this ratio, the net income percentage in the total revenue generated by the company is calculated (Lee et al., 2018 ). The net profit margin of both companies shows inconsistency in the generation of net income of the companies. This indicates there is volatility or high risk in the operation and profitability of the business. The net profit margin of William Hill is 12% in 2015, 10% in 2016 and -5% in 2017(Williamhillplc.com., 2019). Therefore, the net profit margin of the company is not only volatile but also showing negative growth in the net income generation of the company. The net profit margin of Paddy Power Betfair is also volatile and is calculated at 14% in 2015, -.38% in 2016 and 12% in 2017(Paddypowerbetfair.com., 2019). This shows that this company also is inconsistent with the generation of net income of the company. 
The comparison of both companies under this ratio shows although both companies net income level is inconsistent but the level of volatility is more in the net profit margin of William Hill than Paddy Power Betfair. Therefore, after evaluating the performance and current financial position of both company show that both companies are a risky investment option for any investor but the financial position or profitability of Paddy Power Betfair is better than William Hill. 

	Liquidity Ratio

	Company Name 
	William Hill Plc
	Paddy Power Betfair Plc

	Ratio Name 
	2015
	2016 
	2017
	2015 
	2016 
	2017

	Current ratio
	0.52
	0.71
	0.82
	0.82
	0.99
	1.12

	Cash ratio
	0.43
	0.53
	0.66
	0.41
	0.67
	0.80


Table 2: Calculation of the Liquidity Ratios
Interpretation of Liquidity Ratios 
The two liquidity ratio that has been calculated in this ratio analysis is the current ratio and cash ratio. The liquidity ratio helps the user understand the financial capability of the company to fulfill its short-term obligations and requirements (Wolfson, 2017). The first liquidity ratio that has been calculated in this ratio analysis is the current ratio and this ratio shows that the proportion of current asset in comparison to the current liabilities in an organisation (Lukason et al., 2015). The ideal current ratio is considered to be 2:1 ratio which means there should be the double amount of current assets in an organisation compared to the current liabilities of the organisation. 
The current ratio of William Hill is quite low and the amount of current assets looks quite inadequate in comparison to the short-term obligations of the organisation. The current ratio of the company in the year 2015 is .52, .71 in 2016 and .82 in 2017 (Williamhillplc.com., 2019). In comparison, the current ratio of Paddy Power Betfair Plc looks better equipped to fulfill the short-term obligations of the business and the trend of the current ratio in the organisation show that the company’s current assets are increasing in comparison to the current liabilities of the company. Therefore, the comparison of the current ratio of both organisations shows that Paddy Power Betfair is better equipped or capable of fulfilling the short-term obligations of the business than William Hill. 
The cash ratio of an organisation shows that the amount of cash or bank balances that are available in the organisation in comparison to the current liabilities of the organisation (Kanapickienė. and Grundienė, 2015). The cash ratio of an organisation shows the efficiency of the cash management of the organisation. The cash balance of the organisation should be in coordination with the daily cash requirement of the organisation. If an organisation have too much cash balance than required, then that will be wastage of the resources of the company as the company will not be able to use that resources for generation of the revenue of the company. On the other hand, if an organisation has a lesser amount of cash balance than required for its daily operation of the business then there will be a financial crisis in the organisation and the business will have to borrow capital from outside at a high rate. The cash ratio of the company should be ideally in the range of the .5 to 1 in an organisation. 
The cash ratio of William Hill is .43 in 2015, .53 in 2016 and .66 in 2017. This shows that the company’s cash resource is quite inconsistent and sometimes cash resource of the company goes below the minimum requirement of the company which shows the inefficiency in the cash management of the company. On the other hand, the cash ratio of Paddy Power Betfair is comparatively better than William Hill and the trend of the cash ratio of Paddy Power Betfair seem that the cash resource of the company is increasing but within an ideal range in the company. In addition, the cash ratio of the company has never gone below the minimum requirement of the company. Therefore, the performance of the company under this ratio shows that Paddy Power Betfair cash management has show better efficiency than William Hill. 
	Leverage( Gearing) Ratio

	Company Name 
	William Hill Plc
	Paddy Power Betfair Plc

	Ratio Name 
	2015
	2016 
	2017
	2015 
	2016 
	2017

	Debt- Equity ratio
	0.93
	0.99
	1.22
	7.05
	0.16
	0.12


Table 3: Calculation of the Leverage (Gearing) Ratio
Interpretation of the leverage (Gearing) ratio 
The leverage ratio of an organisation shows how the business operation has been funded by different sources of funding and how much debt and equity component is there in the capital structure of the company (D'Mello et al., 2018). In the ideal situation of capital structure, there should be a proper balance between debt and equity component in the capital structure and the debt component of the company should be lesser in amount than equity amount in an organisation. This capital structure is advised to ensure that the owners and management have proper motive to achieve the business objective of the organisation. 
The debt-equity ratio shows that the proportion of debt and equity component of the organisation (Campbell et al., 2016). The debt-equity ratio of William Hill is .93 in 2015, .99 in 2016 and 1.22 in 2017. This show that the debt component is quite high in the capital structure of the organisation, and the equity is quite volatile and changes according to the retained earnings of the organisation. The debt-equity component of Paddy Power Betfair is calculated at 7.05 in 2015, .16 in 2016 and .12 in 2017 (Paddypowerbetfair.com., 2019). This show that there is volatility in the capital structure of Paddy Power Betfair also but the company also has shown the pattern of decrease in the amount of the debt of the company in comparison to the equity amount in the recent time. This is a good sign for the financial health of the company as the financial obligation of the company is decreasing.  On the other hand, the debt-equity ratio of William Hill shows that the debt amount is increasing in the company’s capital structure in comparison to the equity amount of the company. This is a bad sign for the financial health of the company as the financial obligation of the company is increasing. Therefore, the comparison of the debt-equity of both companies shows that the capital structure of Paddy Power Betfair is better than William Hill’s capital structure.
	Investor Ratio

	Company Name 
	William Hill Plc
	Paddy Power Betfair Plc

	Ratio Name 
	2015
	2016 
	2017
	2015 
	2016 
	2017

	Return on Equity ( ROE)
	16%
	13%
	-8%
	213%
	-0.13%
	5%


Table 4: Calculation of the investor Ratio
Interpretation of the investor ratio 
The investor ratio assesses the return that the business has been able to give to the investors of the business. The return on equity (ROE) is the return that the business has been able to give to its shareholders for the amount that they have invested in the business as part of the equity component of the business (Rasika et al., 2015). The high return of ROE means that the business is a good investment option for the investor of the market. The ROE of William Hill has been inconsistent in three consecutive years. The ROE of William Hill is 16% in 2015, 13% in 2016 and -8% in 2017. This shows that the business had not been to give its shareholders a consistent level of return in three consecutive years. 
On the other hand, the ROE of Paddy Power Betfair is calculated at 213% in 2015, -0.13% in 2016 and 5% in 2017. This shows that this organisation also had not been giving a consistent level of return to its shareholder but in comparison with William Hill, it can be observed that the business has been comparatively given a better return than William Hill. Therefore, the performance of Paddy Power Betfair is better than William Hill under calculated investor ratio also.
Overall summary of the financial ratio of both companies 
The overall financial ratio analysis of the two companies named William Hill and Paddy Power Betfair for three consecutive year’s show that Paddy Power Betfair has performed better in all financial aspects of the business that had been discussed in this report like profitability or liquidity or investor return of the business than William Hill. Other than this some factors that had been identified in this analysis is that both companies performance is volatile in nature and there is a high business risk in these companies. Therefore, these companies are capable of giving both a very high level and very low level of return or profit from its operation.  
(The detailed computation of the financial ratio is given in the appendix of the report)
 b) Based on your assumption of Tim ’s attitude to risk which should be clearly stated and supported by the results in (a), advise Tim on how he should proceed with his investment decision.
The client named Tim Farrow for whom the analysis has been done has been identified as a client with a risk-averse attitude. The client like Tim prefers stability and wants to invest in those market shares which will give a stable return in a regular interval (Nelson, 2015). The clients with this type of attitude are even ready to sacrifice an opportunity to get a high rate of return from their investment for getting a stable return from their investment. Therefore, the ideal investment options for the clients like Tim are those investment options in the market that will give an assured level of return to its investors after a certain period like different leading established company share. 
The investment options that are chosen by the company is not compatible with the attitude of Tim Farrow as the attitude of the client is risk-averse and the companies chosen by the client for investment are William Hill and Paddy Power Belfair which mainly gain revenue by gambling in legal ways in different sports. This type of companies is highly volatile and risky investment options. In the financial ratio analysis that has been done of the two companies, it is also observed that the companies had not been able to give a consistent return to its investors. In addition, it has been observed that these companies have a high return in some year and a negative return in some years. This type of the investment options is preferred by the client with high risk-taking attitude. 
It is advised by the researcher as financial analyst of World Wealth Management that the client looks into those investment options which will definitely give a stable return after certain interval regularly. The investment options that are suitable for Tim Farrow are corporate bonds, Treasury bill, the dividend-paying stock of established companies, preference share and many other low-risk investment options like these. 
Tim Farrow should make a portfolio of these investment options. The client will be satisfied with the performance of these investment options and if the client had really made up his mind about investing in those chosen companies then Tim should opt to diversify its risk by dividing its investment amount into those low-risk investment options that have been identified in this report for the client and Paddy Power Betfair from the two chosen companies by the client. It is advised to invest in Paddy Power Betfair as the company performance is comparatively better than William Hill and the above-recommended portfolio of Paddy Power Betfair and low-risk investment options has been advised to the client by the analyst as this portfolio will give good return to the investors and also safeguard the client from possible negative return of the Paddy Power Betfair in future. In addition, if the client wants to invest in traveling and leisure sector of the UK market then he should choose some established company in that sector like some luxury hotel chain or airline company.
Conclusion   
In this report, it had been observed that the chosen companies by the client in the UK traveling and leisure are not compatible with the client attitude which is risk-averse. Therefore, Tim Farrow should look into other low-risk investment option and if he is looking to invest in UK traveling and leisure sector, then he should invest in some established stable organisation like any airline company or luxury hotel organisation. If the client insists to invest in at least one of the chosen company by him, then Paddy Power is a better option than William Hills and then the client should diversify the risk of the mentioned company by investing some amount in low-risk investment options in UK market. 
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a) Determine the Payback and the Net Present Value (NPV) of the two proposals. Use a discount rate of 7% for the NPV calculation.
 The calculations of the Payback period of the two proposals are listed below. 
	Project A
	Project B

	Year
	Investment
	Annual Income (Cash Flow)
	Net invested amount remaining
	Year
	Investment
	Annual Income (Cash Flow)
	Net invested amount remaining

	0
	-£         1,60,000.00 
	 
	-£           1,60,000.00 
	0
	-£             2,20,000.00 
	 
	-£     2,20,000.00 

	1
	 
	 £                     45,000.00 
	-£           1,15,000.00 
	1
	 
	 £          60,000.00 
	-£     1,60,000.00 

	2
	 
	 £                     45,000.00 
	-£              70,000.00 
	2
	 
	 £          60,000.00 
	-£     1,00,000.00 

	3
	 
	 £                     45,000.00 
	-£              25,000.00 
	3
	 
	 £          60,000.00 
	-£         40,000.00 

	4
	 
	 £                     45,000.00 
	 £               20,000.00 
	4
	 
	 £          60,000.00 
	 £          20,000.00 

	5
	 
	 £                     45,000.00 
	 
	5
	 
	 £          60,000.00 
	 

	6
	 
	 £                     45,000.00 
	 
	6
	 
	 £          60,000.00 
	 

	Therefore, the payback period (in term of  years) is 
	 = 3 +(20,000/45,0000)
	 
	=3.44
	 
	 
	  = 3 +(20,000/60,0000)
	=3.33


Table 5: Calculation of the Payback period of the two proposals
The calculation of the payback period shows that the project A estimated payback period is 3.44 years or 3 year and 161 days and the project B estimated payback period is 3.33 years or 3 years 122 days. 
The NPV of the two proposed projects is listed below. 
NPV formula = cash flow in year 0 + cash flow in year 1 / (1 + discount rate)^ 1+ cash flow in year 2 /(1+ discount rate)^2 + cash flowin year 3/ (1+ discount rate)^3 + ........... + (cash flow in n year+ residual value )/( 1+ discount rate) ^n 
Therefore, the NPV of Project A = -£160,000.00 + £42,056.07 + £39,304.74 + £      36,733.40 +£34,330.28 + £ 32,084.38 + £ 43,312.24
= £ 67,821.13
Therefore, the NPV of Project B = -£ 2,20,000.00 + £ 56,074.77 + £ 52,406.32 +  £      48,977.87 + £ 45,773.71 +  £ 42,779.17 + £ 46,643.96 
= £ 72,655.80
The calculation of the NPV of the two proposed projects
	Project A
	Project B

	Year
	Cash flow
	Discounted cash flow
	Year
	Cash flow
	Discounted cash flow

	0
	-£      1,60,000.00 
	-£     1,60,000.00 
	0
	-£ 2,20,000.00 
	-£ 2,20,000.00 

	1
	 £          45,000.00 
	 £          42,056.07 
	1
	 £      60,000.00 
	 £      56,074.77 

	2
	 £          45,000.00 
	 £          39,304.74 
	2
	 £      60,000.00 
	 £      52,406.32 

	3
	 £          45,000.00 
	 £          36,733.40 
	3
	 £      60,000.00 
	 £      48,977.87 

	4
	 £          45,000.00 
	 £          34,330.28 
	4
	 £      60,000.00 
	 £      45,773.71 

	5
	 £          45,000.00 
	 £          32,084.38 
	5
	 £      60,000.00 
	 £      42,779.17 

	6
	 £          65,000.00 
	 £          43,312.24 
	6
	 £      70,000.00 
	 £      46,643.96 

	NPV
	 
	 £ 67,821.13 
	NPV
	 
	 £ 72,655.80 


Table 6: The calculation of the NPV of the two projects 
The estimated NPV of the Project A is £67,821.13 and estimated NPV of Project B is £72,655.80. 
b) Determine the Accounting Rate of Return (ARR) for each project. 
The formula of the Accounting Rate of Return (ARR) is listed below. 
ARR= Average Net Income / Average Investment
The annual income of each project is taken as Average Net Income as the annual income ( cash flow) each year is same in both the project estimate cash flow. 
The Average Investment is calculated by taking summation of the initial investment amount and residual value and dividing by the summation by 2.
Average Investment = (initial investment+ residual value)/2 
The calculation of the Accounting Rate of Return (ARR) of Project A is listed below.
Average Net income = £45,000
Average investment = (£160,000 + £20,000)/ 2
= £180,000/2 
=£90,000
Therefore, the Accounting Rate of Return (ARR) of Project A is = £45,000/£90,000
=.5 
= 50%
The calculation of the Accounting Rate of Return (ARR) of Project B is listed below.
Average Net income = £60,000
Average investment = (£220,000 + £10,000)/ 2
= £230,000/2 
=£115,000
Therefore, the Accounting Rate of Return (ARR) of Project B is = £60,000/£115,000
=.52
= 52%
The Accounting Rate of Return (ARR) of Project A is 50% and Accounting Rate of Return (ARR) of Project B is 52%. 
c) Evaluate the results of part (a) and (b) above. Recommend with reasons the project that should be adopted. 
The evaluation of the results of the two proposed projects 
The evaluation of the result of the calculated payback period of the two companies shows that the Project A will take longer time to recover its invested capital in comparison to Project B. Project A will take 3 years and 161 days to recover all its invested capital and Project B will take 3 years and 122 days to recover all its invested capital. Therefore, according to the payback period, Project B is a better investment project. 
The evaluation of the result of NPV method of both companies show that the NPV of the Project B is better than Project A as the NPV of Project A is £ 67,821.13 and project B is £ 72,655.80.  This shows that Project B will be able to earn more profit than Project A. Therefore, the performance of Project B is better under the NPV method.
The evaluation of the result under the Accounting Rate of Return (ARR) method shows that the ARR of Project A is 50% and Project B is 52%. Therefore, the forecasted performance of Project B is better than Project A under the Accounting Rate of Return method. The overall evaluation of the result of the two proposed projects shows that Project B will perform better as an investment project of the company. 
Recommendation about the two proposed projects 
It is recommended by the researcher that the Patel Mintro choose Project B as the investment project of his manufacturing company in London as this investment option is forecasted to recover its invested capital earlier than Project A, the amount of cash flow of Project B is more than Project A under the NPV method and the ARR of Project B is also more than Project A. All these above are the reasons for which Project B should be adopted in Patel Mintro’s  manufacturing company. 
d) Critically discuss the advantages and shortcomings of the Payback and NPV techniques as ways of evaluating capital projects. 
There are some advantages and shortcomings of each technique of investment appraisal and Payback and NPV is no exception to this fact and in this section, the advantages and shortcoming of Payback and NPV are discussed below. 
The advantages of Payback Period method as a way of evaluating capital projects are listed below. 
· Simplicity – This technique of investment appraisal is relatively easier to understand and to calculate for the users. 
· Stress on liquidity – This technique stress upon the liquidity of the project and how quickly the project is forecasted to recover all its invested capital (Bragg and Bragg, 2019). 
· Easy Ranking – This method helps the management rank different available projects according to its capability to recover its investment and the given period required for it. 
The shortcomings of the Payback period as a method of evaluating capital projects are listed below. 
· Ignore profitability – Payback period technique ignores the cash flow and profitability of the project after the project recovers all its capital. Therefore, the management fails to assess how profitable is the proposed project for the business. 
· The pattern of the cash flow is ignored – The pattern or the trend in which the project will generate revenue is ignored in this method. Therefore, the user fails to assess the consistency of the cash flow of the project by this method. 
· Ignore Time value of money – This method ignores the time value of money as the future value of the cash flow of the projects is not discounted by a particular discount rate. Therefore, this method does not take into account the cost of capital of the project (Konstantin and Konstantin, 2018). 
· Subjective decision – In this technique of investment appraisal, no rational basis of how accepted minimum payback period should be calculated and the minimum payback period is subjected to the decision making of the management. 
The advantages of NPV technique as a method of evaluating capital projects are listed below. 
· Time value of money – The main advantage of NPV is that it takes into account the cost of capital and discount the future value of cash flow of the project by the discounting rate which is also the weighted average cost of capital of the project to get the real value of the future cash flow of the project (eFinanceManagement.com., 2019). 
· Profitability – The profitability of a proposed project can be calculated by this technique of investment appraisal and this help the management determine which project will be better for the business in the long term. 
· Factor risk – This method discount the future cash flow by a discount rate and this discount rate take into account the risk of the project. 
The shortcomings of NPV as a method of evaluating capital projects are listed below. 
· Estimation of the cost of capital – The estimation of the cost of capital becomes difficult and subjective in time when the funding is done by the business itself and the cost of capital, in that case, become difficult and subjective as the expected return is taken as the cost of capital. 
· Comparing different capital projects with different investment amount – In this method, comparison of the capital project with different investment amount is not accurate as it does not take into account, the larger capital investment requirement of one project than other in time of calculation of NPV(eFinanceManagement.com., 2019).
· Comparison of two projects with different useful lifespan - The application of this method in time of comparison of two projects with each having different lifespan is not as effective as in the time of comparison of two projects having same useful lifespan. This is due to the fact that the time taken for each project to generate a particular amount of cash flow is not taken into account (Gotze et al., 2016). 
e) Discuss the non-financial factors that need to be considered in investment appraisal process.
There are many financial and nonfinancial factors that has to be considered by the management in the time of investment appraisal and selecting a particular investment in that process. The non-financial factors that need to be considered in the investment appraisal process are listed below. 
· Relevant legislation – one of the factors that are considered by the management of the business in the time of investment appraisal is that the investment will be able to fulfill the business objective after following the requirement of the relevant legislations that is imposed on the project by the different government authorities (nibusinessinfo.co.uk., 2019).  
· Meeting business standards- The management also keeps in mind that the selected project should meet the set business standard and should be good for the brand value of the business in the market. 
· Development of new capabilities – The management also select a capital project sometime to increase the capabilities and core competencies of the business and help the management diversify the activities of the business which will minimise the business risk.  
· Successfully tackling the threats and competition – Sometimes a project is also chosen as a method to defend its market share from its competitions and threats in the market. 
· Employee Productivity – The management also takes into account which project will increases the productivity of the employees of the business and motivates them to perform better. 
· Customer satisfaction – The management also takes into account which project will increase the overall customer satisfaction of the business and will help the business retain its customer and increase its market share. 
· Environment-friendly – Another nonfinancial aspect that is kept in mind in time selecting an investment project is how environmentally friendly is a particular project and how it will help the business better its performance in being an environmentally responsible business. The project which is positively affecting the surrounding environment is given preference in current time by different organisations. 
· Bettering its supply chain management – The investment project which can help the business better its supply chain management is given preference above other projects as that project will increase the effectiveness and efficiency of the business. 
· Better relationship with the supplier – The project which helps the business make its relationship with its supplier stronger is chosen by the many organisation keeping in mind future benefit of this aspect. 


[bookmark: _Toc534248076]Conclusion 
The first section of this report includes the financial analysis of the two selected companies by the client named Tim Forrow and the chosen companies of the client are William Hill and Paddy Power Betfair. Both the chosen companies earn revenue by gambling in different sports. The financial ratio analysis shows that Paddy Power Betfair is performing better than William Hill in recent times but both companies are volatile in nature as their main activity is gambling. Therefore, these companies are not suitable companies for Tim to invest as he is averse to taking risks in his investment. For this reason, the client is recommended to invest in other low-risk investment option in the UK market instead of these companies or if the client invested in these companies then the client should diversify the risk by investing some amount in low-risk investment options. The section B show that Patel Mintro’s should adopt project B for its manufacturing company in London as the mentioned project will give a higher return and recover its invested capital in lesser time than project A.  

[bookmark: _Toc534248077]Reference list 
Bragg, S. and Bragg, S. (2019). Advantages of the payback period. [online] AccountingTools. Available at: https://www.accountingtools.com/articles/advantages-of-the-payback-period.html [Accessed 2 Jan. 2019].
Campbell, T.C., Galpin, N. and Johnson, S.A., 2016. Optimal inside debt compensation and the value of equity and debt. Journal of Financial Economics, 119(2), pp.336-352.
D'Mello, R., Gruskin, M. and Kulchania, M., 2018. Shareholders valuation of long-term debt and decline in firms' leverage ratio. Journal of Corporate Finance, 48, pp.352-374.
eFinanceManagement.com. (2019). Advantages and Disadvantages of Net Present Value (NPV) | eFM. [online] Available at: https://efinancemanagement.com/investment-decisions/advantages-and-disadvantages-of-npv [Accessed 2 Jan. 2019].
Gotze, U., Northcott, D. and Schuster, P., 2016. INVESTMENT APPRAISAL. SPRINGER-VERLAG BERLIN AN.
Kanapickienė, R. and Grundienė, Ž., 2015. The model of fraud detection in financial statements by means of financial ratios. Procedia-Social and Behavioral Sciences, 213, pp.321-327.
Konstantin, P. and Konstantin, M., 2018. Investment Appraisal Methods. In Power and Energy Systems Engineering Economics (pp. 39-64). Springer, Cham.
Lee, P.T.W., Lin, C.W. and Shin, S.H., 2018. Financial Performance Evaluation of Shipping Companies Using Entropy and Grey Relation Analysis. In Multi-Criteria Decision Making in Maritime Studies and Logistics (pp. 219-247). Springer, Cham.
Lukason, O., Laitinen, E.K. and Suvas, A., 2015. Growth patterns of small manufacturing firms before failure: interconnections with financial ratios and nonfinancial variables. International Journal of Industrial Engineering and Management, 6(2), pp.59-66.
McKinney, J.B., 2015. Effective financial management in public and nonprofit agencies. ABC-CLIO.
Nelson, J.A., 2015. Are women really more risk‐averse than men? A re‐analysis of the literature using expanded methods. Journal of Economic Surveys, 29(3), pp.566-585.
nibusinessinfo.co.uk. (2019). Non-financial factors for investment appraisal. [online] Available at: https://www.nibusinessinfo.co.uk/content/non-financial-factors-investment-appraisal [Accessed 2 Jan. 2019].
Paddypowerbetfair.com. (2019). [online] Available at: https://www.paddypowerbetfair.com/~/media/Files/P/Paddy-Power-Betfair/documents/ppb-r-n-a-2017-180327.pdf [Accessed 2 Jan. 2019].
Paddypowerbetfair.com. (2019). [online] Available at: https://www.paddypowerbetfair.com/~/media/Files/P/Paddy-Power-Betfair/documents/annual-report-2016.pdf [Accessed 2 Jan. 2019].
Rasika, D.G.L. and Sampath, H.R., 2015. Impact of credit risk on financial performance of Sri Lankan commercial banks.
SHEETS, F., 2016. LEVEL I.
Williamhillplc.com. (2019). [online] Available at: https://www.williamhillplc.com/media/11250/wh-final-rev1-printall_2017-03-01_181358.pdf [Accessed 2 Jan. 2019].
Williamhillplc.com. (2019). [online] Available at: https://www.williamhillplc.com/media/12106/wh-annual-report-2017-v2.pdf [Accessed 2 Jan. 2019].
Wolfson, M.H., 2017. Financial crises: Understanding the postwar US experience. Routledge.
Zietlow, J., Hankin, J.A., Seidner, A. and O'Brien, T., 2018. Financial management for nonprofit organizations: Policies and practices. John Wiley & Sons.


[bookmark: _Toc534248078]Appendix 
	Ratio name 
	William Hill Plc
	 Paddy Power Betfair Plc

	
	2015
	2016
	2017
	2015
	2016
	2017

	Gross margin
	0.76
	0.76
	0.75
	0.76
	0.77
	0.77

	Net profit margin 
	0.12
	0.10
	-0.05
	0.14
	-0.0038
	0.12

	Current ratio
	0.52
	0.71
	0.82
	0.82
	0.99
	1.12

	Cash ratio
	0.43
	0.53
	0.66
	0.41
	0.67
	0.80

	Debt- equity ratio
	0.93
	0.99
	1.22
	7.05
	0.16
	0.12

	ROE
	16%
	13%
	-8%
	213%
	-0.13%
	5%


Table 8: Computation of the financial Ratio of the business
FORMULA USED IN THE CALCULATION OF THE FINANCIAL RATIO OF THE TWO COMPANIES FOR THREE CONSECUTIVE YEARS
Gross margin = gross profit / revenue or sales 
Net Profit margin = Net income/ revenue or sales 
Current ratio = total current ratio / total current liabilities 
Cash ratio = cash/ total current liabilities 
Debt- equity ratio = total debt / total equity 
ROE= net income / total equity 
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