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[bookmark: _Toc27073]Executive Summary 

This is a report to assess the financial viability of a capital investment project of 50 million pounds to develop an automated logistics distribution centre. The analysis evaluates financing choices, investment feasibility, cost management systems and financial reporting systems to make informed choices. 
The outcome of the capital budgeting shows that the project is viable in terms of finance. Net Present Value (NPV) is positive, which is equal to 3.67 million pounds, implying that the project will create returns that exceed its initial investment. The cost of capital is estimated at per cent, and therefore,  if the approved returns are above the estimated cost of capital of 8 percent being 10 per cent. It is projected that the payback period is 6.25 years, and the profitability index (PI) of 1.07 is yet another indication that the project has the potential to generate value.
Commercial bank loans, corporate bonds and green financing instruments were considered as three financing options. According to the cost, risk and long-term sustainability, a mix of corporate bonds and green financing is said to be the most appropriate solution because it will allow access to cheaper capital and at the same time help to achieve environmental goals.
The project is, however, exposed to risks like uncertainty on demand, cost variations, and operational difficulties which can impact the forecasted cash flows. Thus, financial discipline is necessary, and this is achieved by using appropriate cost control systems such as contingency budgeting and earned value management.
In general, the project is expected to be approved, though strong financial controls and control systems should be established in order to control the risks and improve long-term performance.
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[bookmark: _Toc23688]Introduction and Project Overview 
[bookmark: _Toc25521]Background of the Organisation: Amazon 
[bookmark: _GoBack]Amazon is an e-commerce and a large worldwide technology company. Jeff Bezos is the founder of the company, and the company was established in 1994. Amazon initially began as an online bookstore. It subsequently grew to a broad assortment of digital and retail services (Awati and  Yasar, 2025). The company deals with e-commerce, cloud computing, digital streaming and logistic services. The investments in automated distribution centres are strategically important at Amazon because of its powerful global logistics infrastructure and the growing need in the company to use faster services to deliver goods. The project is in line with the goal of the company to enhance efficiency in operations and gain a competitive edge.
[bookmark: _Toc31594]Description of the Proposed Capital Project 
The suggested initiative includes the development of a new automated logistics distribution centre  by Amazon. It is estimated that the project will cost around 50m of investment. The plant will  assist in the growing e-commerce activities of the company. The distribution centre will entail the  automation of storage and a high-tech sorting facility. The project will enhance the capacity of the  warehouse. This investment will have a positive impact on the efficiency of the supply chain, the decrease in delivery time, and the sustainability of revenue growth in the long run. Nonetheless, the financial risks brought about by the scale of investment are also important factors that should be properly considered.
[bookmark: _Toc2454]Purpose of the Financial Evaluation 
The fast development of e-commerce has promoted the idea of advanced logistics infrastructure, and companies are tempted to invest in automated distribution systems. Large capital investments should not be given out without a financial assessment. The investment needed to be made in the proposed project will amount to almost 50 million. It is therefore up to the management to determine its financial feasibility. The analysis assists in knowing whether the project will bring about adequate returns. The expected cash flows will be analysed with the help of capital budgeting techniques. They are Net Present Value, Internal rate of return, Payback period and profitability index. This evaluation will be done as a financial analyst to examine the financial viability of the proposed investment and aid the senior management in making decisions.
[bookmark: _Toc2104]Main body 
[bookmark: _Toc21838]Section A: Sources of Financing 
[bookmark: _Toc1478]1.1 Overview of Project Financing Requirements 
The project of the logistics distribution centre will need an investment of 50 m. The investment will cater to several construction and operational costs. Other significant expenses are the purchase of land, construction of the buildings and infrastructure of the warehouse. Automated systems of storage and logistics technology need additional financing. Financial resources will also be necessary on installation of equipment and IT systems. Under the construction phase, labour and object management costs will be incorporated. There will also be the need for contingency funds to cater to cover unforeseen costs of the project. Amazon will therefore be required to obtain credible sources of finance.  
[bookmark: _Toc5411]1.2 Financing Option 1: Commercial Bank Loans 
[bookmark: _Toc3312]1.2.1 Description and Advantages 
Financing of big infrastructure projects is usually by commercial bank loans. Businesses take loans from a bank over a specified time. The borrower is willing to pay back the principal balance in the form of interest (Gatti, 2023). The repayments are normally done in installments. The rate of interest and repayment period are also stipulated in the loan contract. Nevertheless, the bank loans subject the company to interest rate risks, especially when the variable rates are charged. This may cause uncertainty in financial terms and strain in interest payments in the long term infrastructure projects, particularly where project cash flows are not stable.
[bookmark: _Toc23374]1.2.2 Cost of Capital, Risks and Example 
Bank loans come with a cost of capital, which determines the interest rate charged by the lender.  The borrower should make interest repayments to the lender throughout the borrowing period.  Such repayments make the company create long-term financial liabilities (RBA, 2025). When the loan has a variable interest rate, the cost of borrowing money can go up when the market rates rise.  This generates interest rate risk. 
[bookmark: _Toc6288]1.3 Financing Option 2: Corporate Bonds / Project Bonds 
One popular way for large corporations to raise capital for key investment ventures is through corporate bonds. Bonds are debts that are raised by companies from investors. Shareholders raise funds from the firm at a given time. At maturity, the company agrees to repay the principal. Regular interest payments made by the company include coupon payments (Sahlman,  2022). Corporate bonds are commonly issued by large corporations like Amazon to finance.
6 
expansion and infrastructure projects. Bond financing enables companies to raise capital in large amounts of money in the financial market. This form of funding applies well in high infrastructure projects like logistics centres or distribution facilities. Corporate bonds are available to access mass funding with comparatively stable interest rates, but they must be highly rated in terms of credit and favourable market conditions. This could be restrictive in times of financial market volatility.
[bookmark: _Toc19111]1.4 Financing Option 3: Green Financing Instruments / Government Grants 
The green financing instruments are aimed at financing environmentally sustainable projects. Such tools are green bonds and sustainability-linked loans. Green bonds are debt securities which are employed in the funding of projects that are positive to the environment (World Bank, 2026). SA  sustainability-linked loan links the conditions of borrowing with environmental performance objectives. Those companies which are able to achieve sustainability goals might be charged with  lower interest rates. Green financing is gaining momentum among large corporations like Amazon to finance sustainable infrastructure. It is also able to enhance the environmental reputation of the company. Sustainable investments are attracting more investors.  Green financing is cost-effective and reputation-enhancing to the company in terms of corporate sustainability, but it is mandated to meet the rigid environmental requirements, which can add to monitoring and reporting expenses.
[bookmark: _Toc3583]1.5 Comparative Evaluation of Financing Options 
The three options of financing vary in cost, flexibility, and financial risk. Bank loans by commercial banks provide fast access to capital and planned payment schemes. They, however,r  generate fixed repayment liabilities and interest rate risks. Corporate bonds enable companies to get huge sums of long-term investments (Ibrahim et al, 2023). Such an option can provide stable interest rates, but it will rely on the favourable market conditions and high credit ratings. 
Financially, companies would prefer to optimise their capital structure by reducing the weighted average cost of capital (WACC). The choice of sources of finance according to the capital structure theory should be a balance between the cost, risk and control. Hence, green bonds and other cheaper and less risky financing tools can be more appropriate for massive infrastructure projects.
	Financing Option
	Cost
	Risk
	Flexibility
	Suitability for Project

	Bank Loans
	Medium
	Interest rate risk
	High
	Moderate

	Corporate Bonds
	Low 
	Market risk
	Medium
	High

	Green Financing
	Low
	Compliance risk
	Medium
	Very High


In general, though bank loans have flexibility, they can raise the level of financial risk because of interest rate variations. Large-scale projects should be financed by the use of corporate bonds because they can create large amounts of capital at uniform rates. Nonetheless, the best solution to this project would be green financing because not only would it help in lowering the cost of capital, but it would also contribute to the sustainability goals, improving the long-term strategic stance of the organisation.
[bookmark: _Toc12691]Section B: Capital Investment Appraisal 
[bookmark: _Toc20145]2.1 Key Financial Assumptions 
Assuming a number of financial things are necessary to assess the capital project proposed. It is assumed that the project life is 12 years. This is the time representing the anticipated operational life of the logistics facility. The project will cost an estimated 50 million initially. The discount rate was assumed to be 8%. This is the average cost of capital of Amazon. This project should  create consistent cash flows from logistic operations each year. The analysis of the financial presupposes the 2% rate of inflation and the 25% corporate tax, which are reflected in the estimated cash flows. These are some of the assumptions that represent the normal economic circumstances and make it possible to give a more realistic view of the financial performance of the project.
[bookmark: _Toc11704]2.2 Net Present Value (NPV) Analysis 
	Net Present Value (NPV) Calculation

	Year Cash Flow (£m) Discount Factor (8%) Present Value (£m)

	1 
	8 
	0.926 
	7.408

	2 
	8 
	0.857 
	6.856

	3 
	8 
	0.794 
	6.352

	4 
	8 
	0.735 
	5.88

	5 
	8 
	0.681 
	5.448

	6 
	8 
	0.63 
	5.04

	7 
	8 
	0.583 
	4.664

	8 
	8 
	0.54 
	4.32

	9 
	8 
	0.5 
	4

	10 
	8 
	0.463 
	3.704

	Present value 
	53.67

	Initial investment 
	50

	Net Present Value 
	3.67




The project has a Net Present Value of £3.67M that is a positive value. This implies that the present value of the future cash flow is greater than the initial cost of the business, which is 50 million pounds. This outcome justifies the process of going ahead with the project as it will improve the long-term financial performance (Corporate Finance Institute, 2026). The NPV approach, however, presupposes that the future cash flows are expected to be forecasted and discounted at a constant rate, which is unlikely to reflect uncertainties in the real worldd,d such as a change in demand or an increase in costs.
[bookmark: _Toc17331]2.3 Internal Rate of Return (IRR) Analysis 
	Cash Flow Table for IRR

	Year Cash Flow (£m)

	0 
	-50

	1 
	8

	2 
	8

	3 
	8

	4 
	8

	5 
	8

	6 
	8

	7 
	8

	8 
	8

	9 
	8

	10 
	8

	IRR 
	10%




The profitability of an investment project is measured using the Internal Rate of Return. It is the discount rate that sets the Net Present Value to zero. The IRR is roughly estimated at 10% based on the project cash flow estimates. This value is used to show the anticipated yearly returns of the project. The cost of capital that is assumed to be used at Amazon is 8%. Whereas IRR can be useful in the comparison of returns, it can be misleading where projects have non-conventional cash flows; it limits its effectiveness as a single decision-making instrument when comparing projects of differing magnitude (Liu, 2022).
[bookmark: _Toc9726]2.4 Payback Period

	Payback Period Table

	Year
	Cash Flow (£ million)
	Cumulative Cash Flow (£ million)
	Remaining Investment (£ million)

	0
	-50
	
	50

	1
	8
	-42
	42

	2
	8
	-34
	34

	3
	8
	-26
	26

	4
	8
	-18
	18

	5
	8
	-10
	10

	6
	8
	-2
	2

	7
	8
	6
	0

	Final payback period
	2

	Fraction of the year
	0.25

	Payback period (Years)
	6.25




Payback period is the period in which the initial investment in a project is recouped. The initial investment of 50 million pounds in the project pays back the initial investment after an estimated ratio of 6.25 years based on the estimated annual cash inflows of 8 million pounds. This implies that the project will recoup the costs of the project in six years and three months. But it does not take into account the time value of money or post-payback cash flows. Although this is an imitation, the calculated payback period shows that there was a reasonable recovery of investment  (Wallstreetprep, 2025). One of the main weaknesses of the payback method is that it disregards other time values of money and cash flows that occur after the payback period, leading to poor investment decisions.
[bookmark: _Toc6675]2.5 Profitability Index (PI) 


Profitability Index Calculation Table
Component	Value (£ million)
Present Value of Future Cash Flows	53.67
Initial Investment	50
Profitability Index (PI)	1.07



Profitability index shows the ratio between the future value of cash flows and the initial investment.  It assists in identifying the value generated on a unit of investment. In this project, the present value of the cash flow in the future is estimated to be an amount of £53.67 million. The project will need the initial capital investment of £50 million. Thus, the project can be deemed as  economically feasible. This finding justifies the economic viability of the intended infrastructural investment (Rumallang et al, 2025). Although the profitability index is a relatively good measure of the value creation, it might not be an efficient measure for comparing big projects since big projects may not be well represented by the profitability index. 
[bookmark: _Toc5604]2.6 Scenario Analysis (Base, Best, Worst Case) 
[bookmark: _heading=h.pqtgp5hi3g36][bookmark: _Toc24434]2.6.1 Scenario Comparison (Base, Best, and Worst Case) 

Scenario	Annual Cash Flow (£m)	Present Value of Cash Flows (£m)	Initial Investment (£m)	NPV (£m)
Best Case	10	67.09	50	17.09
Base Case	8	53.67	50	3.67
Worst Case	6	40.25	50	-9.75


Changes in demand, cost, and efficiency are also issues that affect the difference in the cash flows under different scenarios. To give an example, an increase in demand and efficiency results in a higher cash flow per annum in the best-case scenario, whereas a decrease in demand or an increase in operating costs in the worst-case scenario decreases profitability. The project has a number of uncertainties with regard to its financial viability. Alterations in market demand, disruptions in operations and fluctuations in input costs can have a great impact on the estimated cash flows. Besides inflation, changes in regulations, and technological risks, among other external factors, might affect long-term performance. Thus, investment decisions cannot be based on the simple estimates of the base-case but should take into consideration the possible variability in the results.
[bookmark: _heading=h.kldeoq3jx2oo][bookmark: _Toc15413]2.6.2 Impact of Uncertainty on Financial Outcomes 
Capital investment projects can be greatly influenced by uncertainty in terms of financial results.  Profitability of projects may be affected by changes in the levels of revenue or operating costs.  Increased demand has the ability to boost cash flows over a year and improve Net Present Value.  The anticipated financial returns may be decreased by lower demand (Ijrpr, 2026). Financial performance can also be influenced by rises in the costs of construction or operation. Scenario analysis assists the management in being aware of the possible financial risks. It is believed that the Net Present Value (NPV) method is the most dependable method of investment appraisal since it quantifies the value creation directly. Conversely, the IRR technique can give conflicting decisions under some circumstances. Hence, NPV should be given more weight in the ultimate decision-making of investments.
[bookmark: _Toc26713]Section C: Cost Control Plan 
A good system of cost control for this project must be done in a systematic procedure, which involves cost planning, cost monitoring, variance analysis, and correction. This control system will provide continuous monitoring and management of financial performance on a project lifecycle basis.
[bookmark: _Toc4249]3.1 Importance of Cost Control in Capital Projects 
In capital-intensive projects, cost control is a must. It assists in ensuring that the project is finished within the approved financial budget. Good cost management will avoid unnecessary expenditure and wastage of money (Venkataraman and Pinto, 2023). Development of large construction projects is often associated with a lot of finances and stakeholders. Costs can be blown out of control without proper monitoring of costs. Effective cost control systems can assist organisations in controlling financial risks as well as enhancing the performance of projects. 
[bookmark: _Toc30214]3.2 Contingency Budgeting 
Another significant aspect of financial planning in capital projects is contingency budgeting. It entails the provision of extra finance to manage unforeseen costs in the implementation of a project  (Healthcare funding, 2026). Some uncertainties that are usually encountered in construction projects include the price changes of materials, labour shortage, or postponements. A contingency plant will assist organisations to deal with such risks without influencing the entire project timeline. The contingency fund is normally computed as a percentage of the project cost. This digital reserve offers flexibility in project management. Contingency budgeting is especially required in the framework of this project to consider such risks as delays in the installation of equipment, changes in the costs of materials, and unforeseen construction issues.
[bookmark: _Toc16035]3.3 Earned Value Management (EVM) Indicators 
Cost Variance (CV) 
Cost Variance is used to determine the difference between the earned value and the actual project costs. It shows how the project is over-budgeted or under-budgeted. A positive indicates that spending is not as much as it was planned. A negative value implies a high cost of the project  (Barrientos-Orellana et al., 2023). 
Schedule Variance (SV) 
Schedule Variance is used to measure the variance between the earned value and the planned value.  It reflects on whether the project is performing ahead of schedule or behind schedule  (GeeksforGeeks, 2025). A positive value indicates that the project is being completed at a higher rate than expected. A negative value is the number that denotes delays. 
Cost Performance Index (CPI) 
Cost Performance Index is used to determine cost effectiveness in project management. It is computed as the ratio of earned value and actual cost. A figure exceeding one depicts a high performance in costs. The value below one represents the lack of cost efficiency in the operations of the project (Venkataraman and Pinto, 2023). 
This can be illustrated by using the earned value management technique in tracking the installation of the automated systems at the distribution centre, whereby delays or cost overruns may really affect the entire project budget.
[bookmark: _Toc32717]3.4 Cost Monitoring and Procurement Controls 
There should be cost monitoring in order to monitor spending of the project and maintain financial discipline. Project managers also look through financial reports and compare the actual costs with the approved budget regularly. This procedure assists in detecting cost overspending at the initial stages (CMU, 2026). Another aspect of procurement that is significant in construction projects is procurement control. Transparency in the selection and purchase decisions of suppliers is provided by having clear procurement policies. Competitive bidding practice assists in the acquisition of  materials and services at fair prices. Effective procurement management minimises the financial risks and enhances cost effectiveness. In the project, frequent monitoring of costs will help point out the variances in construction costs, labour costs and procurement activities at early stages so that corrective action can be taken in a timely manner.
[bookmark: _Toc6722]3.5 Risk Mitigation Strategies
The mitigation strategies of risks are used to minimise financial uncertainties in capital projects.  Construction costs are usually controlled by the use of fixed price contracts. Such contracts shift the risks and costs to the contractors (Shibani et al, 2024). Hedging may also be used to cushion against the movement of prices in raw materials. Project managers are also required to manage scope change in the execution of the project. Scope creep would raise the costs and delays of projects. Project planning and stringent approval practices assist in curbing the uncontrolled object expansion. The scope creep can be avoided by the implementation of a formal change control process. This will involve the development of a change control board to scrutinise and accept all changes suggested, and any change in project scope should be in line with budgetary and time factors. It is necessary to have a well-established project baseline to prevent uncontrolled cost increments. The financial risks also cannot be controlled without efficient cost control since the uncontrolled cost overruns can considerably decrease the project's profitability, and jeopardise the feasibility.
Under cost control, project management models like PMBOK propose a move towards monitoring the performance of the project on a continual basis through tools like earned value management and variance analysis. Use of the principles will result in effective management of project costs in line with organisational objectives.
[bookmark: _Toc25657]Section D: Project Financial Reporting Framework 
[bookmark: _Toc24768]4.1 Types and Frequency of Financial Reports 
Project management requires regular financial reporting. The monthly financial statements give a summary of the project income, expenditure and budget performance. The cost tracking reports trace the real expenses in relation to the authorised budget. Such reports assist in detecting possible cost overruns (WVI, 2026). A visual overview of key project investments is given in capital expenditure dashboards. These reports enable the project managers and financial departments to track the financial performance and to make sure that the project is being undertaken as planned in terms of budget and time. Frequencies of reporting should be in line with the life cycle of the project. The monthly financial report will give a picture of budget performance, and the weekly cost tracking report will allow us to identify deviations in time. Expenditure on capital may also be monitored in real-time by the use of real-time dashboards.
[bookmark: _Toc10393]4.2 Key Financial KPIs 
Key financial performance indicators are used to measure the efficiency as well as the financial health of a project. Cost variance is used to compare actual costs incurred with the budget that is planned. Schedule variance is used to evaluate whether the activities in a project are being carried out on schedule (Konior, 2022). The burn rate is used to indicate how fast project funds are being spent. The cash flow projections predict the future financial inflows and outflows. The indicators assist the management in tracking financial performance and making timely decisions in the project lifecycle. 
[bookmark: _Toc29363]4.3 Governance and Reporting Structure 
A good governance structure will guarantee that there is good communication of financial information. Financial reports of the project are usually discussed with senior management teams and project managers (Parliament, 2026). Top managers look at financial performance and give significant approvals. The major financial information can also be given to the company boards  and investors. This reporting framework promotes transparency and accountability as well as effective financial management during the project lifecycle. The financial reporting must be based on transparent governance. Operational reports are drawn by project teams and discussed by project managers and the finance teams. These reports are then presented to the top management and the project steering committee, where they are used to make strategic decisions. This hierarchical movement guarantees accountability and transparency.
[bookmark: _Toc24994]4.4 Use of Financial Software Tools 
Financial software programs facilitate proper financial monitoring and reporting. The ERP systems merge financial information in various departments (Greg, 2026). Project accounting tools assist in monitoring project budgets, project expenses, and resource allocation. These systems enhance the transparency of finances and allow organisations to produce financial reports on time in order to evaluate projects and make decisions. By adopting the so-called integrated ERP systems, i.e., SAP or Oracle, one can track financial data in real time and enhance the efficiency and quality of reporting procedures.
Sound financial reporting assists decision-making as it has sufficient and correct information on the performance of the project in time. It allows the management to discover cost overruns, evaluate the financial risks and implement corrective measures. This adds transparency, increases accountability and makes the project stay within the budgetary goals.
[bookmark: _Toc22162]Conclusion and Recommendations 
The financial analysis of the intended 50 million pound logistics distribution centre depicts that the project will be financially viable. The capital budgeting findings indicate that there is a positive Net Present Value (NPV) of 3.67 million pounds, the Internal Rate of Return (IRR) of about 10, which is higher than the cost of capital and a profitability index of more than 1. These results indicate that the project will prove to be a value-generating project during its lifecycle.
The scenario analysis, however, brings out the fact that the financial performance of the project is sensitive to variations in cash flows. In the worst-case scenario, the NPV turns out to be negative, which means that variations in demand, cost rise or inefficient operation of the project may have a serious impact on the viability of the project. Risk management and unremitting financial monitoring should therefore support the investment decision.
On the one hand, a mix of corporate bonds and green financing instruments is advisable with respect to financing. This will allow access to long-term capital at a comparatively cheaper cost and remain sustainable. Bank loans have flexibility, but can lead the organisation to greater financial risk because of fluctuations in interest rates.
To achieve the success of project delivery, the organisation should have a sound cost control system which incorporates contingency budgeting, earned value control, and tight control on procurement. Also, a good financial reporting system must be put in place to facilitate transparency, responsibility and the eventual decision-making process in the project life cycle. In general, the project is recommendable, but as long as adequate financial management and risk mitigation measures exist, to deal with uncertainties and improve long-term performance.
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