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[bookmark: _Toc531805133]Introduction:
The following report will help the users in understanding the various concepts and processes related with financial accounting which are utilized by the investors and managers for assessing and analysing the financial performance and position of a company. The first section of the report includes analysis and interpretation of the financialstatements of a business William Hill Plc. and Paddy Power Betfair Plc. in order to make recommendations and advices to the managers and directors. For the same purpose various ratios will be calculated and interpretations will be made accordingly (Scott, 2016). The second section of the report includes adoption of various techniques of capital budgeting in order to assess the viability of the investing options under consideration. The techniques associated with net present value, accounting rate of return and payback period will be utilized in order to identify the returns and gains which can be obtained by investing in that option. The overall report will help in financial review of an enterprise. 

[bookmark: _Toc531260836][bookmark: _Toc531805134]Section A:
Overview of both Companies:
William Hill Plc.
William Hill Plc. is one of the trusted brands in the gaming and betting industry and has been considered as one of the biggest betting and gaming company which has beenoperating internationally. The history of the company is associated with late 1930’s when William Hill founded and established its headquarters in Britain. The various segments of the company include online, retail, Australia, USA and others. The segment associated with retail consists of all the activities undertaken in LBO,s which also includes the gaming machines. The segment associated with online includes telephonic and online activities outside Australia which will include casino, poker sites etc. The segment of USA consists of all the activities undertaken in USA and Australian includes activities undertaken within Australia. There are approximately 2370 licensed betting shops all across the country (William Hill PLC, 2018). 

Paddy Power Betfair Plc.
[bookmark: _Toc531260837]Paddy Power Betfair is a gaming operator and international sports betting company with its business operations extending in country of Ireland, UK, USA and Australia. The company has been operating five sporting and gaming brands that are associated with Sportsbet, FAnDuel, TVG, Betfair and Paddy power. The company has been mobile led, online led and sports led and the unique features of the company consisting of its innovative marketing, offers high quality services to its 5 million customers all across the globe (Paddy Power Betfair PLC, 2018). 
[bookmark: _Toc531805135]a. Carry out Financial Analysis for both companies.
1. Computation of Profitability Ratios:
Net Profit Ratio NPR :
William Hill Plc.

*2017............. Net Profit: -83.2,       Sales: 1711.1    and      NPR: -5%
*2016............. Net Profit: 164.5,      Sales: 1603.80   and    NPR: 10%
*2015............. Net Profit: 189.9,      Sales: 1590.9    and      NPR:  12%
Paddy Power Betfair Plc.

*2017............. Net Profit: 217.7    Sales: 1745.4    and  NPR: 12%
*2016............. Net Profit: -5.70     Sales: 1500.8   and  NPR: -0.38%
*2015............. Net Profit: 108.2    Sales: 794.30    and  NPR:  14%
Gross Profit Ratio: 
  William Hill Plc.

*2017............. Gross Profit: 1279.1     Sales: 1711.10    and    Gross Profit Ratio: 75%
*2016............. Gross Profit: 1221.6     Sales: 1603.80   and    Gross Profit Ratio: 76%
*2015............. Gross Profit: 1213        Sales: 1590.9      and      Gross Profit Ratio:  76%

Paddy Power Betfair Plc.

*2017............. Gross Profit: 1340         Sales: 1745.4    and  Gross Profit Ratio: 77%
*2016............. Gross Profit: 1154.3       Sales: 1500.8   and  Gross Profit Ratio: 77%
*2015............. Gross Profit: 603.00       Sales: 794.3     and  Gross Profit Ratio:  76%

Interpretation:
The profitability ratio of the company helps in assessing and identifying the operational efficiency of the company withwhich it is operating in the market. The various kinds of ratios which can be utilized for the same purpose includes gross profit ratio and net profit ratio. The net profit ratio of the company assists the users in evaluating the operational effectiveness with which the results have been achieved by the company. As appearing the charts net profit margin for William Hill Plc. has decreased significantly over the last three years (William Hill PLC, 2018). In 2015 the net profit ratio was 12% which decreased to 10% in the year 2016 and later on the net profit ratio was negative in the year 2017 amount to -5%. In case of Paddy power plc. The net profit has been 12% in the year 2017 which was 14% in the year 2015. Thus it can be established that the company Paddy power have more operational capability in comparison to William Hill Plc. 
The gross profit ratio helps the investors in assessing the processing capability of the company. The diagram presented above shows that William Hill Plc. has maintained a constant gross profit ratio of 75% over the last three years and this shows that the company has been able to achieve higher gross margins(Paddy Power Betfair PLC, 2018). However in case Paddy power plc.Thegross profits have increased over the last years. The current year gross margins of the company shows an increase of 1% over the year 2015 and the samewas increased in the year 2016 only. Thus the processing capability of both the companies has been sufficient for investment purposes (Scott, 2016). 
2. Computation of liquidity ratios:
Current  ratio:
William Hill Plc.

*2015........ Current Assets: 342.90   Current Liabilities: 663.20  & Current Ratio: 0.52%
*2016........ Current Assets: 291.70   Current Liabilities: 410.10  & Current Ratio: 0.71%
*2017........ Current Assets: 393.40   Current Liabilities: 477.90  & Current Ratio: 0.82%

Paddy Power Betfair Plc.

*2015........ Current Assets: 170.80   Current Liabilities: 208.10  & Current Ratio: 0.82%
*2016........ Current Assets: 369.90   Current Liabilities: 372.80  & Current Ratio: 0.99%
*2017........ Current Assets: 430.80   Current Liabilities: 383.70  & Current Ratio: 1.12% 
Cash Ratio:
William Hill Plc.

*2017......... Cash: 317.00   Current Liabilities: 477.90  & Cash Ratio: 0.66%
*2016........  Cash: 215.50   Current Liabilities: 410.10  & Cash Ratio: 0.53%
*2015........  Cash: 282.10   Current Liabilities: 663.20  & Cash Ratio: 0.43%

Paddy Power Betfair Plc.

*2017......... Cash: 306.60   Current Liabilities: 383.70  & Cash Ratio: 0.8%
*2016........  Cash: 249.90   Current Liabilities: 372.80  & Cash Ratio: 0.67%
*2015........  Cash: 86.10   Current Liabilities: 208.10  & Cash Ratio: 0.41%

Interpretation:
The liquidity ratios in the company helps in assessing and evaluating the working capital position of the company considering the current assets and current liabilities maintained in the company. Theliquidity ratios which can be considered for the same purposes includecurrent ratio and cash ratio. The current ratio of the company William Hill Plc. has been constantly increasing over the year 2015, 2016 and 2017. The respective ratios are .52, .71 and .82. This shows that the liquidity position of the company has been strengthening in terms of paying the short term creditors and liabilities of company. The current ratio of Paddy power has been high in terms of industry averages and they are amounting to 1.12 in the current year 2017 and .99 in the year 2016 (William Hill PLC, 2018). 
Also the cash ratio helps in identifying the cash position of the company by comparing the current liabilities of thecompany in hand. The cash ratio of William Hill Plc. has been .43 in the year 2015 which increased to .53 in the year 2016 and at last in the year 2017 it amounted to .66. The cash ratio for Paddy power is high when compared to William Hill Plc. and it amounted to .80 in the year 2017 and .67 in the year 2016 (Alammar& Kohn, 2016). The liquidityposition therefore for both the companies has been adequate but when compared the liquidity position of Paddy power seems more appropriate for investment purposes. The industry averages which are adequate in terms of liquidity ratio and cash ratio has been more than 1 which represents that all the current liabilities will be covered by the current assets maintained and held by the company. The company William Hill Plc. has low liquidity ratio of less than 1 in this case but Paddy power has a ratio of more than 1 in the current year 2017 (Osadchy&Akhmetshin, 2015). 

3. Computation of leverage ratios:
Debt to Equity  Ratio :
William Hill Plc.

*2017......... Total debt: 1299.3   Total equity: 1062.7  & Debt equity Ratio: 1.22%
*2016......... Total debt: 1217.2   Total equity: 1225.5  & Debt equity Ratio: 0.99%
*2015......... Total debt: 1130.9   Total equity: 1215.8  & Debt equity Ratio: 0.93%

Paddy Power Betfair Plc.

*2017......... Total debt: 533.10   Total equity: 4395.4  & Debt equity Ratio: 0.12%
*2016......... Total debt: 675.40   Total equity: 4316.6  & Debt equity Ratio: 0.16%
*2015......... Total debt: 358.80   Total equity: 50.90  &  Debt equity Ratio:  7.05%






Debt to Capital Ratio:
William Hill Plc.

*2017....Total debt: 1299.3   Total equity + total debt: 2362  &  Debt to capital Ratio: 0.55%
*2016....Total debt: 1217.2   Total equity + total debt: 2442.7 & Debt to capital Ratio: 0.5%
*2015.....Total debt: 1130.9   Total equity + total debt: 2346.7 & Debt to capital Ratio: 0.48%

Paddy Power Betfair Plc.

*2017....Total debt: 533.10   Total equity + total debt: 4928.5  & Debt to capital Ratio: 0.11%
*2016....Total debt: 675.40   Total equity + total debt: 4992 & Debt to capital Ratio: 0.14%
*2015.....Total debt: 358.80  Total equity + total debt: 409.70 & Debt to capital Ratio: 0.88%

Interpretation:
The capital ratios associated with debt and equity of the company helps in assessing the optimality with which the capita structure has ben maintained in the company (Berger, et. al., 2016). The debt represents the long term liabilities associated with the company whereas the equity represents the equity share capital together with the reserves and retained earnings maintained by the company. The debt to equity ratio for the company Paddy power has been 7.05 in the year 2015 and there has been drastic change in the capital structure in the current year when it reduced to .12 in the year 2017(Paddy Power Betfair PLC, 2018). This shows that the company reduced the long term loans in its capital structure and this has resulted in high cost of capital for the company however the risk being reduced. In case of William Hill Plc. the debt equity ratio represents a satisfactory position where it has been maintained at the level of 1. However the debt to capital ratio for William Hill Plc. has been .55 in the current year 2017 which needs to be improved and for Paddy power it has been .11 in the year 2017 which is very low when talking about the optimum capital structure for the company (Osadchy&Akhmetshin, 2015). 

4. Computation of investor ratios:
William Hill Plc.

*2017....Net income: -83.20   Total equity: 1062.7  & Return on equity:  -8.0%
*2016....Net income: 164.50   Total equity: 1225.5  & Return on equity:  13.0%
*2015....Net income: 189.90  Total equity: 1215.8  & Return on equity:  16.0%
Paddy Power Betfair Plc.

*2017....Net income: 217.70  Total equity: 4395.4  & Return on equity:  5%
*2016....Net income: -5.70   Total equity: 4316.6  & Return on equity:  -0.13%
*2015....Net income: 108.20 Total equity: 50.90  & Return on equity:  213.0%
Interpretation:
The investors ratios which shall be considered for making investment decision relates with the Return on Equity. It considers the net income obtained by the company during the year and it also takes into consideration the equity employed by the company in order to earn that return. Therefore it helps in assessing the efficiency with which the equity has been utilized in the company. The return on equity for William Hill Plc. has been negative in the current year 2017(Paddy Power Betfair PLC, 2018). The same has been due to decrease in the net income of the company and the lack of efficiency with which the company has been operating. The internal controls in the company are weak and they are not building enough revenues for the company. The ROI for William Hill Plc. has been 13% and 16% in the past but this has become low in the current years. The return on equity for Paddy Power has been sufficient in the current year and the company acquired the percentage of 5 in the year 2017. The same reflects that the company has made significantimprovements in the internal controls and the operational efficiency of the company has been improved in order to make it a good option for the investors. The return on equity shows that William Hill Plc. will be a riskier option as the net margins of the company has been reducing and the equity portion employed in the company has been increasing which increases the expectations of the investors (William Hill PLC, 2018). 

[bookmark: _Toc531260838][bookmark: _Toc531805136]b. Based on Your Assumption of Tim’s Attitude to Risk which shhould be clearly  stated & supported by results in ( a ), Advise Tim on how he should procceed with his Investment Decision .
[bookmark: _Toc531260839][bookmark: _Toc531260843]The case represented here discusses the situation where Tim  Farrow in a prospective investor who is looking forward to invest in the profitable shares of the company under consideration. Tim farrow belongs to the risk community where risk is avoided and he is risk averse investor (Alammar& Kohn, 2016). It refers to the situation where the investors will be willing to earn lower returns while being exposed to low level of risk and the situation where high risk area there will be avoided by the investors. Therefore in the present case Tim Farrow will be looking forward for the investment where the risk will be lower and the returns are adequate in order to maintain a sound portfolio for him. The main focus will be made to invest in the shares where the profitability ratios are adequate and the capital structure of thecompany is not the riskier one (Grant, 2016). 
· For taking this investment decisions following Recommendations are made for Tim Farrow:
Risk of profitability – It can be identified that risk of profitability is lower in the case of Paddy power plc. as the net margin obtained by the company during the previous years as represented in the calculationshasbeen adequate and the company has been continuously looking forward to achieve higher efficiency. The case of William Hill Plc. will not be recommended for Tim Farrow as the net margin obtained by the company in the year 2017 shows negative results and it has been continuously decreasing over the last few years. There have been no appropriate internal controls within the company (Minnis& Sutherland, 2017). 
Risk of liquidity – The risk of liquidity is higher in the case of William Hill Plc. as the ratio has been lower than 1 in the current year as well as in the previous years. The industry to which the company belongs requires an ideal liquidity ratio of 1 to be maintained in order to gain the confidence of investors. The current ratio of Paddy power on the other hand has been exceeding 1 which shows that the company Paddy power has sufficient current assets to set off the short term liabilities of the company (Brinca, et. al., 2016). Thus in order to reduce the risk of liquidity investment will be made in shares of Paddy Power Plc. 
Risk of capital structure–The risk associated with capital structure is a major consideration for the investors as it can affect the long term solvency position of the company. The debt to equity ratio of William Hill Plc. has been adequate when compared to industry averages and it has been 1.22 in the current year whereas the debt to equity ratio of Paddy Power has been very low when compared to ideal ratio of 2:1. This leads to the conclusion that major risk will be taken if the investment will be made in Paddy power plc. 
Risk of returns – The return on equity ratio shows that the company William Hill Plc. will not be a good option when talking about the return on equity as the ratio has been negative in the current year whereas the company Paddy power has been earning sufficient returns when employing equity in its capital structure. Thus the company will be profitable in that case(Paddy Power Betfair PLC, 2018). 
Decision – When considering the above situation and results obtained, it can be established that Tim farrow has been looking forward to earn lower returns while keeping his solvency risk lower and therefore Paddy power plc. will be a better option for him as the company has been maintaining an optimum capital structure avoiding the risk of long term debt in its capital structure and the returns of thecompany are adequate in terms of gross profit and net margins obtained by the company during the current year 2017. The profitability position of the company is sound in terms of net profit margins and the debt employed in the company hasbeen lower which results in avoidance of risk of solvency (Grant, 2016). 


[bookmark: _Toc531805137]Section B:
[bookmark: _Toc531260840][bookmark: _Toc531805138]a. Determine Payback &  Net Present Value ( NPV ) of the two proposals. Usse a Discount rate of 7 % for the N P V Calculation.
The capital budgeting technique associated with net present value is the process in which cash inflows and outflows from a given project are considered and they are discounted at a predetermined rate of interest in order to obtain the discounted cash flows obtained by the project. The net present value from the project will be achieved by deducting the amount of total cash outflows from the total cash inflows of the project (Bull, 2014). The net present value should be positive in order to accept the project. The negative net present value represents that the project will not earn sufficient returns when the time value of money is considered for discounting the cash flows of the project. 
Calculation of NPV for Project  A :
	Year
	Cash Outflow
	Cash Inflow
	Net cash flow
	PV Factor (7%)
	Present Value

	0
	160000
	0
	-160000
	1
	-160000

	1
	0
	45000
	45000
	0.934
	42030

	2
	0
	45000
	45000
	0.873
	39285

	3
	0
	45000
	45000
	0.816
	36720

	4
	0
	45000
	45000
	0.762
	34290

	5
	0
	45000
	45000
	0.712
	32040

	6
	0
	65000
	65000
	0.666
	43290

	Net Present Value
	67655






Calculation of NPV for Project  B :
	Year
	Cash Outflow
	Cash Inflow
	Net cash flow
	PV Factor (7%)
	Present Value

	0
	220000
	0
	-220000
	1
	-220000

	1
	0
	60000
	60000
	0.934
	56040

	2
	0
	60000
	60000
	0.873
	52380

	3
	0
	60000
	60000
	0.816
	48960

	4
	0
	60000
	60000
	0.762
	45720

	5
	0
	60000
	60000
	0.712
	42720

	6
	0
	70000
	70000
	0.666
	46620

	Net Present Value
	72440


Payback period – The capital budgeting technique associated with payback period represents the calculationswhere the time required to recover the initial cost of project by the cash inflows incurring in the project will be considered and the decision will be taken accordingly. The payback period of both the projects will be compared in order to select the project in which the payback period is low (Cohen, et. al., 2014). 
Pay back Period Calculations for Project A :
Payback Period = Initial investment / cash flows per year 
= 3 years + (25000/45000)
= 3.556 years
For Project B:
= 3 years + (40000/60000)
= 3.667 years

[bookmark: _Toc531260841][bookmark: _Toc531805139]b. Determine the Accounting Rate of Return ( A R R ) for both project.
Project A- Calculations of A R R 
ARR = Average Accounting Income / Initial Investment
	Year
	Cash Outflow
	Cash Inflow
	Net cash flow
	PV Factor (7%)
	Present Value

	0
	160000
	0
	-160000
	1
	-160000

	1
	0
	45000
	45000
	0.934
	42030

	2
	0
	45000
	45000
	0.873
	39285

	3
	0
	45000
	45000
	0.816
	36720

	4
	0
	45000
	45000
	0.762
	34290

	5
	0
	45000
	45000
	0.712
	32040

	6
	0
	65000
	65000
	0.666
	43290

	Net Present Value
	67655

	Average Accounting Income
	37942.5

	ARR
	24%











Project B Calculations of ARR:
	Year
	Cash Outflow
	Cash Inflow
	Net cash flow
	PV Factor (7%)
	Present Value

	0
	220000
	0
	-220000
	1
	-220000

	1
	0
	60000
	60000
	0.934
	56040

	2
	0
	60000
	60000
	0.873
	52380

	3
	0
	60000
	60000
	0.816
	48960

	4
	0
	60000
	60000
	0.762
	45720

	5
	0
	60000
	60000
	0.712
	42720

	6
	0
	70000
	70000
	0.666
	46620

	Net Present Value
	72440

	Average Accounting Income
	48740

	ARR
	22%


[bookmark: _Toc531260842][bookmark: _Toc531805140]c. Evaluate the Results for part ( a ) & ( b ) Above.  Recommend with reasons the project that should be Adopted.
The decision regarding the acceptability of the two projects will be taken after considering the results of net present value, payback period and accounting rate of return. These capital budgeting techniques have been applied in the case of Patel Mintro and the results have been obtained and evaluated in order to take the decision of selecting one project. It can be established that the net present value of project A has been amounting to £67655 whereas the net present value in the case of project B his ben amounting to £72440 which is higher when compared to project A. The higher net present value in this case shows that project B will beearning higher cash flows and returns during its lifetime when compared to project A. The cash inflows in case of project B are higher during the lifetime and the project has been delivering positive results in this case. Therefore by referring to the basic rule of capital budgeting, the project with higher net present value will be selected by the company Patel Mintro. In this case project B has been delivering higher NPV and therefore the same will be accepted (Bull, 2014). 
The payback period technique of capital budgeting considers the cash inflows obtained during the lifetime of the project and the concept of time value of money is ignored in this case. The payback period calculated for the project A shows that the initial cost amounting to £160000 will be recovered by the company in 3.556 years when the investment is made in project A. However the initial cost of £220000 will be incurred when the investment will be made in project B and the same amount of £220000 will be recovered in 3.667 years. The basic concept behind choosing an option for investment purposes when considering payback period is that projecthaving low payback period will be considered for investment purposes as the cost will be recovered soon and therefore opportunity cost will be low in that case. Therefore by considering the method of payback period project A will be adopted by the company Patel Mintro (Minnis& Sutherland, 2017). 
The consideration of accounting rate of return is crucial in order to assess the profitability aspect of the projects under consideration. The accounting rate of return considers the average accounting income earned by the projects during their lifetime and the associated initial cost will be considered in order to arrive at the rate of return. The calculation regarding the accounting rate of return for both the projects shows that the ARR for project A will be 24% and the same will amount to 22% in the case of project B. This has been calculated by considering the average accounting income of £37942.5 for project A and £48740 for project B. Both the accounting incomes have been calculated after considering the time value of money. The decision regarding the acceptability of the project will be made after considering the associated accounting rate of return and the higher ARR project will be selected by the company. In this case the ARR of project A is higher than project B amounting to 24% which is 2% higher than project B. Therefore the project A will be selected when referring to accounting rate of return method (Miller & Skinner, 2015). 
Therefore all the above calculations shows that when net present value is considered, project B will be selected as the net present value is higher in that case but when payback period is considered by the company Patel Mintro, project A will be selected as the initial cost be recovered soon in this option. Also the accounting rate of return method has been considered and the results are in favour of project A as the accounting rate of return is higher in that case. By referring to all the above situations project A should be selected by the company Patel Mintro as the accounting rate of return and payback period are favourable and better in this case. The time value of money has been considered in ARR method and therefore accurate results will b obtained by this method (Cohen, et. al., 2014). 

[bookmark: _Toc531805141]d. Critically Discuss the Advantages & Short Comings of the Pay back & NPV Techniques as ways of evaluating capital projects.
The payback technique is the most accepted method in evaluating capital projects.
It is very simple to understand and implement. It is good for short project ventures where regular cash flows for every year. However, this method has some limitation and overlook some important points of consideration todetermining capital budgeting. Some of the main advantages and disadvantages of the payback method in evaluating capital projects are discussed below:
Advantages of payback technique:
· This method is simple to understand and calculate.
· Estimation of capital for projects is very easy (Miller & Skinner, 2015).
· The main purpose of this technique is to evaluate the time taken to recuperate the initial investment.
· The formula to calculate the actual years of payback is a number of years to pay back equal primary investment divided by cash flows per year.
· Payback technique is simple to compare with other projects and adopt the project that gives a good return in the shortest time.
Disadvantages of payback technique:
· Overlooks the time value of capital: The serious shortcoming of this technique is that it completely overlooks the value of money in a particular period of time. Some ventures have the same payback time taken, but some projects give cash flow in initial years whereas, some payback cash after some years. Payback technique does not give the right picture to select a profitable project.
· Profitability aspect is ignored: Only the shortest payback venture is profitable. This is not correct every time. Many venturesstopinflow of cash or radically reduced then such project venture may not provide an expected profit. 
· Cash flow obtained after payback episode is neglected: Some larger ventures take time up to end of the period and provide a higher profit on investment as compared to the projects ventures that have lesser payback time.
· ROI (Return on Investment) of the project is ignored: Some big ventures required larger capital to minimize the rate factor or otherwise chances of cancellation of the project. This method ignored the rate of return aspect in projects.
The technique of net present value is popularly used by Finance managers of many companies to determine the right project on the base of its profitability. Estimation of capital for projects is an important judgment that a manager makes for the company. On basis of these decisions, a company can make a profit or face losses. There are many methods of capital budgeting from which company has to adopt the most suitable one for their business. It is advisable that on taken NPV technique in evaluating capital investment for projects, take NPV which is higher on value.
Advantages of Net Present Value (NPV) technique:
· The main characteristic of net present value that it makes the calculation that future dollar return value is less than present dollar value in the market. 
· It helps to determine the profit on already less risk factor.
· Future cash flow is markdown rear to present to find out the real worth.
· Net present value takes a cost on a discounted rate of a company’s capital and this is the lowest return rate for investment. 
· The NPV introduces such estimated future dollar rate that points out the company’s profit from any project (Minnis& Sutherland, 2017).
Disadvantages of Net Present Value (NPV) technique:
· The main disadvantage of adopting the NPV method is estimating the future value of money on basis of any currency rate and guessing the cost of investment of a company.
· The second shortcoming of NPV is that it not useful in the case of multiple investment amounts in projects.
· Estimation is difficult in case of projects having different completion period.
· Acceptance and rejection of projects are based on the positive and negative outcome of NPV, which may be wrongly calculated (Khairi&Baridwan, 2015).

[bookmark: _Toc531805142]E) The Non -Financial factors that neeed to be Considered in Investment Appraisal process .
The non-financial factors in the companyinclude maintain good practice and industry standards, improve environmental and social performance, gathering legislation requirements, making recruitment process easy, maintain job stability, promoting morale in staff and workers and improve associations with market suppliers and consumers. The term investment appraisal refers as the forecasting process to estimate whether big investment in an organization such as new plants, latest machinery, replacement of old machinery and equipment, launching new products or research projects are good for future profitability and worth for funding from company’s capital budget structure(Muritala, 2018). 
The company’s non-financial objectives involved in the development of every aspect of the company. It works in fields like good customer service, full employee satisfaction and maintains the quality of products. If these areas workwellthen the development of the company in terms of higher profits is sure. The financial goal is the first priority of every organization but to the achievement of the non-financial goal is equally essential. Apart from the financialpart, there are many areas of investment to be taken care off like technical aspect, consideration of operations management, easy maintenance and flexibility in adaption new process. Non-financial factors are not taken very seriously in decisions of investment in today’s competitive market. In such a way it is quite important to consider non-financial factors of the company in investment reviewing process. Some of these factors are discussed below:
1) Individual and Social factors: Safety of every individual in an organization is the most vital factor in today’s complex and competitive business market. Neglecting safety features lead to strikes, union problem and resignations (Valickova, et. al., 2015).
2) Cultural Factors: Cultural factor must be considered in investment appraisal as this directly affects the human being and environment. 
3) Environmental issues: Environmental issues should not ignore while investment in any new projects.  The main purpose of considering this factor is to analysis the after effect of implementation of any project. If any damage or harm caused to the natural environment then it will be an offence as per law.
4) Standardization of machinery and equipment: Many benefits of establishing the latest machinery and equipment to enhance productivity with low cost of production. It reduces unnecessary employment and improves working condition (Tan, 2017).
5) The arrangement of better service: Good service facility is necessary to attract more and new customers. In today’s competitive market customers have so many choices thus proper service arrangements are necessary.
6) Import relations: Importing facility should be excellent to develop import relations with other countries. AN organization should establish a good relationship with own market suppliers as well as imported suppliers.
7) Supporting sales factor: Another important non-financial aspect to backend sales unit and provide the required support to the marketing division for promoting products and increasing sales for more profit in business.
8) Adopting new trends: Some products are considered atrendsetter. Such products don’t need any special marketing the name of products works for all. Also, new trends are introduced in regular intervals and marketing division should adopt I order to develop the organization sales (Valickova, et. al., 2015).
Some other important non-financial factors are:
· Meeting present and future legislative requirements of the company
· Developing a good relationship with suppliers of other countries
· Maintaining a good working environment for workers
· Maintaining superior product quality by replacing old machinery
· Establishing new plants or factories for growth in business
· Maintain fair practices in business
· Sustainability of industry practices in business
· Enhancing morale in staffs and workers
· Improving productivity by adopting the right technique of capital budgeting
· Prediction of future threats and an increase in the rate of interest
· Protection of natural environment from industrial pollution
[bookmark: _Toc531260845]Lastly, non-financial factors are important for consideration because it establishes the goodwill of a company which helps in long-term business and profitability. Thus, non-financial aspects are vital for the overall development of the business organization(Muritala, 2018).  


[bookmark: _Toc531805143]Conclusion:
The financial review report prepared above helps in concluding that the ratio analysis and capital budgeting techniques will be considered better and adequate options for analysing and assessing the financial position and performance of the company under consideration. The ratio analysis made above for the company William Hill Plc. and Paddy power plc. shows that the company William Hill Plc. has lower risks and lower rate of returns and as the investor is risk averse person the shares of William Hill Plc. Should be purchased by Tim Farrow. In the case of Patel Mintro, capital budgeting techniques have been applied and the result have been obtained which leads to the conclusion that project A should be accepted by the company Patel Mintro as the payback period is lower in this case and the associated ARR is higher when compared to project B. Thus it can be established that financial review and analysis can help the investors in making appropriate and profitable decisions. 
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Appendices:
[bookmark: _Toc531260848]Appendix 1: Calculations for ratios:
For William Hill Plc.
	 
	 
	 
	 

	Particulars
	2017 (£ m )
	2016 (£ m )
	2015 (£ m )

	Gross Profit
	1,279.10
	1,221.60
	1,213.00

	Sales
	1711.1
	1603.8
	1,590.90

	Gross Profit Ratio
	75%
	76%
	76%

	 
	 
	 
	 

	Particulars
	2017 (£ m )
	2016 (£ m )
	2015 (£ m )

	Net profit 
	-83.2
	164.5
	189.9

	Sales
	1711.1
	1603.8
	1,590.90

	Net Profit Ratio
	-5%
	10%
	12%

	 
	 
	 
	 

	Particulars
	2017 (£ m )
	2016 (£ m )
	2015 (£ m )

	Current Assets
	393.4
	291.7
	342.9

	Current Liabilities
	477.9
	410.1
	663.2

	Current Ratio
	0.82
	0.71
	0.52

	 
	 
	 
	 

	 
	 
	 
	 

	Particulars
	2017 (£ m )
	2016 (£ m )
	2015 (£ m )

	Cash
	317
	215.5
	282.1

	Current Liabilities
	477.9
	410.1
	663.2

	Cash Ratio
	0.66
	0.53
	0.43

	 
	 
	 
	 

	 
	 
	 
	 

	Particulars
	2017 (£ m )
	2016 (£ m )
	2015 (£ m )

	Total Debt 
	1,299.30
	1,217.20
	1,130.90

	Total Equity
	1,062.70
	1,225.50
	1,215.80

	Debt Equity ratio
	1.22
	0.99
	0.93

	 
	 
	 
	 

	 
	 
	 
	 

	Particulars
	2017 (£ m )
	2016 (£ m )
	2015 (£ m )

	Total Debt
	1,299.30
	1,217.20
	1,130.90

	Total Equity + Total Debt
	2362
	2442.7
	2346.7

	Debt to Capital Ratio
	0.55
	0.50
	0.48

	 
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	Particulars
	2017 (£ m )
	2016 (£ m )
	2015 (£ m )

	Net Income
	-83.2
	164.5
	189.9

	Total Equity
	1,062.70
	1,225.50
	1,215.80

	Return on Equity
	-8%
	13%
	16%


For Paddy Power:
	Particulars
	2017 (£ m )
	2016 (£ m )
	2015 (£ m )

	Gross Profit
	1,340.00
	1,154.30
	603

	Sales
	1,745.40
	1,500.80
	794.3

	Gross Profit Ratio
	77%
	77%
	76%

	 
	 
	 
	 

	Particulars
	2017 (£ m )
	2016 (£ m )
	2015 (£ m )

	Net profit 
	217.7
	-5.7
	108.2

	Sales
	1,745.40
	1,500.80
	794.3

	Net Profit Ratio
	12%
	-0.38%
	14%

	 
	 
	 
	 

	Particulars
	2017 (£ m )
	2016 (£ m )
	2015 (£ m )

	Current Assets
	430.8
	369.9
	170.8

	Current Liabilities
	383.7
	372.8
	208.1

	Current Ratio
	1.12
	0.99
	0.82

	 
	 
	 
	 

	 
	 
	 
	 

	Particulars
	2017 (£ m )
	2016 (£ m )
	2015 (£ m )

	Cash
	306.6
	249.9
	86.1

	Current Liabilities
	383.7
	372.8
	208.1

	Cash Ratio
	0.80
	0.67
	0.41

	 
	 
	 
	 

	 
	 
	 
	 

	Particulars
	2017 (£ m )
	2016 (£ m )
	2015 (£ m )

	Total Debt 
	533.1
	675.4
	358.8

	Total Equity
	4,395.40
	4,316.60
	50.9

	Debt Equity ratio
	0.12
	0.16
	7.05

	 
	 
	 
	 

	 
	 
	 
	 

	Particulars
	2017 (£ m )
	2016 (£ m )
	2015 (£ m )

	Total Debt
	533.1
	675.4
	358.8

	Total Equity + Total Debt
	4,928.50
	4,992.00
	409.7

	Debt to Capital Ratio
	0.11
	0.14
	0.88

	 
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	Particulars
	2017 (£ m )
	2016 (£ m )
	2015 (£ m )

	Net Income
	217.7
	-5.7
	108.2

	Total Equity
	4,395.40
	4,316.60
	50.9

	Return on Equity
	5%
	-0.13%
	213%





[bookmark: _Toc531260849]Appendix 2: Calculation of NPV and ARR:
For Project A:
	Year
	Cash Outflow
	Cash Inflow
	Net cash flow
	PV Factor (7%)
	Present Value

	0
	160000
	0
	-160000
	1
	-160000

	1
	0
	45000
	45000
	0.934
	42030

	2
	0
	45000
	45000
	0.873
	39285

	3
	0
	45000
	45000
	0.816
	36720

	4
	0
	45000
	45000
	0.762
	34290

	5
	0
	45000
	45000
	0.712
	32040

	6
	0
	65000
	65000
	0.666
	43290

	Net Present Value
	67655

	Average Accounting Income
	37942.5

	ARR
	24%


For Project B:
	Year
	Cash Outflow
	Cash Inflow
	Net cash flow
	PV Factor (7%)
	Present Value

	0
	220000
	0
	-220000
	1
	-220000

	1
	0
	60000
	60000
	0.934
	56040

	2
	0
	60000
	60000
	0.873
	52380

	3
	0
	60000
	60000
	0.816
	48960

	4
	0
	60000
	60000
	0.762
	45720

	5
	0
	60000
	60000
	0.712
	42720

	6
	0
	70000
	70000
	0.666
	46620

	Net Present Value
	72440

	Average Accounting Income
	48740

	ARR
	22%






Current Ratio	
2017 (£ m )	2016 (£ m )	2015 (£ m )	0.82318476668759222	0.71128992928554002	0.51703860072376351	



Current Ratio	
2017 (£ m )	2016 (£ m )	2015 (£ m )	1.1227521501172801	0.99222103004291839	0.82075925036040498	



Cash Ratio	
2017 (£ m )	2016 (£ m )	2015 (£ m )	0.6633186859175555	0.52548158985613158	0.42536188178528417	



Cash Ratio	
2017 (£ m )	2016 (£ m )	2015 (£ m )	0.7990617670054736	0.67033261802575161	0.41374339259971166	



Debt Equity ratio	
2017 (£ m )	2016 (£ m )	2015 (£ m )	1.2226404441516889	0.99322725418196656	0.93016943576246058	



Debt Equity ratio	
2017 (£ m )	2016 (£ m )	2015 (£ m )	0.12128588979387543	0.15646573692257809	7.0491159135559851	



Debt to Capital Ratio	
2017 (£ m )	2016 (£ m )	2015 (£ m )	0.55008467400508065	0.49830106030212512	0.4819107683129511	

Debt to Capital Ratio	
2017 (£ m )	2016 (£ m )	2015 (£ m )	0.10816678502587013	0.13529647435897441	0.87576275323407449	

Return on Equity	
2017 (£ m )	2016 (£ m )	2015 (£ m )	-7.8291145196198356E-2	0.13423092615259091	0.15619345287053812	



Return on Equity	
2017 (£ m )	2016 (£ m )	2015 (£ m )	4.9529053100969146E-2	-1.3204837140341941E-3	2.1257367387033432	



Net Profit Ratio	
2017 (£ m )	2016 (£ m )	2015 (£ m )	-4.8623692361638757E-2	0.10256889886519509	0.11936639637940789	


Net profit ratio
Net Profit Ratio	
2017 (£ m )	2016 (£ m )	2015 (£ m )	0.12472785607883591	-3.7979744136460601E-3	0.13622057157245374	


Gross Profit Ratio	
2017 (£ m )	2016 (£ m )	2015 (£ m )	0.74753082812226057	0.76169098391320678	0.76246149977999866	


Gross Profit Ratio	
2017 (£ m )	2016 (£ m )	2015 (£ m )	0.76773232496848864	0.76912313432835888	0.75915900793151292	
