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INTRODUCTION OF BARRATT DEVELOPMENT PLC
The name ‘Barratt Developments PLC’ is one of the prime housing property development corporations in the United Kingdom which operates the functioning of network of over 30 partitions. The organisation was originated in the year 1958 by Greensitt Bros. but later mechanism was assumed by Sir Lawrie Barratt. organisation was initially based in Newcastle upon Tyne but is now situated at David Wilson's former offices in Coalville. After that It has been registered on the London Stock Exchange since 1968.
Barratt Developments PLC is a British construction companies those attentions on residential development. The firm has factually been the major homebuilder in the United Kingdom. Barratt Developments efforts on a wide variety of housing categories, ranging from single-family residential to urban apartments and flats. The company has substantial understanding in residential construction everywhere in London.
Business Model			
· [image: E:\Project sona\F1\Capture FINAL.PNG]
Buying
Company acquire land in targeted places which meets company’s obstacle rates of 20% gross margin and 25% return on capital employed.
They work with local publics and local establishments to bring effective planning permissions
Company has the ability to deliver large and complex sites.
Design
Company design best homes and places for customers . Aim that all new developments meet Building for Life standards
Company has won a number of awards during the year with Sunday Times British Homes Awards 2016: Homebuilder of the Year winner
Construction
Company constructs quality homes in an effective method, using standard house designs, consolidated procurement and they frequently share best repetition
Company is committed to guaranteeing high values of health and safety at all times

Major competitors
· Bellwayplc is a major UK residential property developer founded in Newcastle upon Tyne. It is listed on the London Stock Exchange.
· Taylor Wimpey plc is one of the major British based house construction companies. It is listed on the London stock exchange Its operative headquarters in the United Kingdom are in High Wycombe
· Bovis Homes Groupplc is a another tier national British house construction company based in Kings Hill, 

	Key financial performance and Comparison with competitor
	
Particulars
	
2014
	
2015
	
2016
	
2017
	
2018
	Bovis Homes Group

	Revenue
	3157
	3759
	4235
	4650
	4874
	1028

	Profits form operation
	409.8
	576.8
	668.4
	799.2
	862.6
	121.2

	Operating margin%
	13
	15.3
	15.8
	17.2
	17.7
	11.7

	Profit before tax
	390.6
	565.5
	682.3
	765.1
	835.5
	114

	Earnings Per Share
	31.2
	45.5
	55.1
	61.3
	66.5
	68


The Key financial analysis table which is mentioned above indicates that the Barratt Developments PLC is performing well in the housing industry and maintained good growth in all prospective of financials. Revenue in the year 2018 is 4874 and in the year 2014 revenue was 3157, and the trend which shows revenue is increasing every year accordingly profit is also increasing. In the year 2018 profit has reached 835.5 which is 114% increase in the profit since 2014. Company’s earnings per share are also increasing every Year which shows company is giving good returns to wealth of the company.
If we compare the competitor and industrial trend we can observe that revenue of the  Bovis homes is less compared to Barratt Developments  which has revenue of 1028 and  net profit is 114 . The operating margin of Bovis homes is  11.7%   and that of Barratt Development is 17.7 which shows effective  performance of the company than its competitor. Over all the company is performing well in the industry. Further we can see detailed analysis of financials.  

Majior recent activities
Trumpington Meadows is an award-winning construction, developing 1,200 contemporary homes set in 148 acres of waterside country park.[image: E:\Project sona\F1\Capture8.PNG]
Castlewell is an advanced, award-winning development, with development secured by North Scotland division through a public arrangement procedure.
Montague Park is a dual-branded, award-winning development, with the land sourced from our strategic landbank.


.



PART - B
FIVE YEARS FINANCIAL PERFORMAMNCE OF  BARRATT DEVELOPMENT PLC
	Particular
	2014
	2015
	2016
	2017
	2018

	Revenue
	3,157
	3759.5
	4,235.2
	4,650.2
	4,874.8

	Cost of sale
	(2,627.6)
	(3045.2)
	(3,434.8)
	(3,718.2)
	(3,865.9)

	Gross profit
	529.4
	714.3

	800.4
	932.0
	1,008.9

	Profit from operation
	409.8
	576.8
	668.4
	799.2
	862.6

	Profit before tax
	390.6
	565.5
	682.3
	765.1
	835.5

	Profit for the year
	305.4
	450.3
	550.3
	616.0
	671.5

	EPS
	31.2
	45.5
	55.1
	61.3
	66.5

	
	
	
	
	
	

	Noncurrent asset
	1,248.4
	1,208.1
	1,183.0
	1,134.2
	1,202.8

	Current asset
	3,895.9
	4,703.0
	5,235.0
	5,477.9
	5,726.2

	Total asset
	5,144.3
	5,911.1
	6,418.0
	6,612.1
	6,929.0

	Inventories
	3,508.6
	4,173.6
	4,326.6
	4,475.4
	

	
	
	
	
	
	

	Noncurrent liabilities
	(630.2)
	(787.4)
	(819.4)
	(606.3)
	(783.1)

	Current liabilities
	(1,160.1
	(1,412.4)
	(819.4)
	(1,683.6)
	(1,548.2)

	Total liability
	(1,790.3)
	(2,199.8)
	(2,407.8)
	(2,289.9)
	(2,331.3)

	Long term loans
	(161.7)
	(163.3)
	(6.0)
	(72.5)
	-

	
	
	
	
	
	

	Share capital
	106.5
	108.4
	109.3
	109.9
	108.8

	Reserve
	3,247.5
	3,602.9
	3,900.90
	4,212.30
	4,488.90

	Total equity
	3,354.0
	3,711.3
	4,010.2
	4,322.2
	4,597.7

	Number of outstanding shares
	
98.5
	
99.5
	
100.4
	
100.8
	
101.3



Introduction of ratio Analysis
The word ‘Analysis’ denotes to reorganization and simplification of figures provided in the financial statement. The study is done by creating the connection between the matters of the Balance sheet and Profit and Loss Account. Financial analysis denotes to evaluation of the feasibility, stability and productivity of a industry, or Company. It is a procedure of inspecting and relating financial data. Analysis refers to the correct preparation of financial data. Analysis of financial statements means an effort to regulate the implication and meaning of data existing in financial statements. Such an examination makes use of various analytical tools and techniques to data of financial statements so as to originate from them certain connections that are significant and valuable for decision making. It is executed by professionals who prepare reports using ratios that make use of data taken from financial statements and other reports. These reports are typically presented to top organisation as one of their basis in making business decisions. Depending on these reports, management may:
a. Continue or discontinue its key task or part of its operation. 
b. Make or purchase assured materials in the production of its product. 
c. Buy or rent certain machinery and equipment in the manufacture of its goods. 
d. Negotiate for a bank loan to increase its working capital. 
e. Other decisions that allow organization to make an knowledgeable selection on numerous alternatives in the running of its business.
Advantages of Ratio Analysis
Financial reports i.e., Profit and Loss account and Balance Sheet prepared at the completion of the year do not always express to the reader the actualproductivity and financial health of the industry. They holdnumerous facts and data and it is for the user to conclude, whether these facts show a good or bad administrative performance. Ratio analysis is the most essentialinstrument of analysing these financial statements. The data then speak of liquidity, solvency, profitability etc. of the business . Some key objects and advantages derived by a company by the use of accounting ratios are:
1 Supportive in Analysis of Financial Statements:- 
Ratio analysis is antremendously device for analyzing the financial statements. It helps the financiers, creditors, investors, shareholders. inobtainingsufficient knowledge about the productivity and financial health of the business. In the light of the information so acquired by them, they can take essential decisions about their connections with the business.


2 Simplifications of Accounting Data:-
 Accounting ratios make things easier and précises a long collection of accounting data and makes them understandable. It reveals the connection between two such figures, which have a cause and outcome connection with each other.
3 Helpful in comparative study:- 
With the assistance of ratio analysis comparison of profitability and financial reliability can be made Amongone Company and another in the same industry. Likewise, comparison of present year data can also be made with those of prior years with the assistance of ratio analysis.
4 Helpful in tracing the weak spots of the business:- 
Present year’s ratios are equated with those of the preceding years and if several weak spots are thus located, corrective actions are taken to correct them.
5 Helpful in forecasting:-
 Accounting ratios are very supportive in predicting and the plans for the future.
Ratios can be devided as follows
• Liquidity Ratios• Profitability Ratios
• Efficiency ratios• Gearing ratios
• Investor Ratio

1. Liquidity Ratios:-
 "Liquidity" is referred to the capability of the company to meet its existing liabilities. The liquidity ratios, thus, are also named 'Short-term Solvency Ratios.' These ratios are utilised to measure the short-term monetary position of the company. They specify the company’s capacity to meet its present obligations out of existing means.
 In the words of Salomon J. Flink, "Liquidity is the ability of the firm to meet its current obligations as they fall due
Short-term creditors of the firm are mainly concerned in the liquidity ratios of the company as they need to know how punctually or readily the company can meet its existing liabilities. If the company needs to take a short-term advance from the bank, the bankers also look in to the liquidity ratios of the company in order to measure the edge between current assets and current liabilities.
Liquidity ratios comprise two ratios: 
 A. Current Ratio
 B. Quick Ratio
A.  Current Ratio
The ratio is utilised to measure the company’s capability to meet its short-term obligations on time. It is usually believe that 2:1 ratio shows a better working capital situation. But this rule should not be considered as a hard and fast rule, since ratio that is acceptable for one concern may not be reasonable for other.
Current Ratio =                          Current Assets 
                                                         Current Liabilities
B. Quick or Acid ratio
This shows whether the company is in a situation to pay its existing liabilities within a month or instantly. Anbest acid test ratio is said to be 1:1. The impression is that for each rupee of current liabilities, there must at least be one rupee of liquid assets
Quick ratio =      Current Assets ˗ stock
                              Current Liabilities
	Particulars
	2014
	2015
	2016
	2017
	2018

	Current ratio
	3.4

	3.3

	3.5
	3.3
	3.7

	Quick Ratio
	0.33
	0.37
	0.60
	0.60
	0.78




Critical analysis
Generally the liquidity ratio analyses the capacity of the company to meet the current obligation immediately or with in one year time .If the current ratio of  company is less than one then we can say that company do not have sufficient  funds in hand to meet current financial  obligations   in case  of Barratt Development PLC  current ratio of the company is on an average is 3.4 which indicates  Barratt Development PLC is in a best position to handle its short term financial obligations. But also the average of 3.4 indicates that company is not using its current asset effectively to generate revenue. We can say that it is not managing working capital effectively. Generally current ratio indicates company’s ability of the company to cover its short term debt with  liquid assets. Current ratio  more than 1 indicates company has the ability to cover all its short term liability but also more than 3 shows company not utilising its working capital effectively . In Barratt Development it has god ratio more than 3. Strong capacity to cover its liability   
Quick ratio indicates the company’s ability to cover its short term liability with most liquid asset in this ratio company eliminates stocks because it is not considered as most liquid asset. company’s current ratio is more than 3 in current year but quick ratio Is  0.60 which shows that company has major stock in its current asset.  As a industrial requirement it in housing industry to have inventory sufficiently hence company has maintained high stock .
Average quick ratio is 0.53 which is less than one which indicates that the ability of the company to meet immediate short term obligation is very low. When we compare the current ratio and quick ratio of the Barratt Development it indicates the huge gap in the result. It is due to the elimination of stock in current asset in calculation of quick ratio thus we can say that there is huge inventory in the company and which Is not being utilised effectively.
2. Profitability Ratios: 
The corepurpose of all the business is to makeyield. Yield is the measurement of the effectiveness of the business. Shareholders of the business are mostly concerned in the productivity of the company. Profitability ratios include the following: 
A. Gross Profit Margin Ratio
This ratio evaluate the margin of profit obtainable on sales. The greater the gross profit ratio, the healthier it is. No ultimate standard is fixed for this ratio but the gross profit ratio must be satisfactory enough not only to shield the operationalexpenditures but also to deliver for Interest on loans, depreciation, dividends and reserves.
Gross profit ratio =       Gross Profit 
                                         Net sales (revenue)

B. Operating Profit Margin Ratio 
This ratio evaluatethepercentage of an company’s. Cost of sales and operationalexpenditures in comparison to its revenue
Gross profit ratio =       Operating profit
                                         Net sales (revenue)

	Particulars
	2014
	2015
	2016
	2017
	2018

	Gross profit margin ratio %
	17
	19
	19

	20
	21

	Operating profit margin ratio
	13
	15
	16
	17
	18




Critical Analysis 
Generally profitability ratio indicates company’s ability to generate profit out of its operation using the funds effectively. Investors will be interested in company’s profitability. Generally the higher profitability of the company is favourable to the company. And which will help company to cover all its expenses out of its generated income  and  also to distribute to the  shareholder. 
Average gross margin ratio is 19.2 which indicates that Barratt Development company has maintained consistency in the gross margin and we can also observe the increase in gross margin every year gross margin in 2014 was 17% which has increase to 21% in 2018 which shows improvement in the company’s policy 
Average operating profit margin is 15.8%. Operating profit margin which indicates the revenue which is available to cover the no operating expenses. Operating margin in 2014 was 13% which has increased to 18% in the current year which shows better performance and improvement in the profitability of Barratt Development PLC
3. Efficiency Ratios 
Efficiency ratios also named activity ratios evaluates how companies use their assets to producerevenue. Efficiency ratios frequently consider at the period it takes companies to gather cash from customer or the period it takes concerns to transform inventory into cash ie sales these  are utilised by organization to expand the company as well as external investors and creditors looking at the processes of productivity of the business.
Greater accounts receivable revenue is good for company. If company’s the accounts receivable turnover is too low, it specifies that a concern is having trouble in collecting from its clients or it is being too generous with allowing credit.


A. Asset turnover ratio
The asset turnover ratio is efficiency ratios that evaluate a company’s capability to produce sales from its assets by relating revenue with total assets. In other words, this ratio indicates how competently a firmcan use its assets to generate revenue.
Assets turnover ratio = Revenue ÷ Total Asset
B. Current asset turnover ratio
Current Assets Turnover Ratio shows that the existing assets are converted in the form of revenue  more number of times. A great current assets turnover ratio specifies the ability of the business to attain maximum revenue with the minimum funding in current assets. Greater  the current ratio better will be the condition.
Current Assets Turnover = Net sales / Current assets
	Particulars
	2014
	2015
	2016
	2017
	2018

	Asset turnover ratio
	0.61
	0.64
	0.66
	0.70
	0.70

	Current asset turnover ratio
	0.81
	0.80
	0.81
	0.85
	0.85




Critical analysis 
Generally asset turnover ratio is used to analyse the companies effectiveness in utilisation of assets to generate the revenue in case of Barratt development PLC we can observe that the ratio is less than one in all the years but it is increasing consistently every year in the year 2014 the asset turnover ratio Was 0.61 and that is 2018 is 0.70 which indicates increase in the ratio. Even though Barratt development is improving every year it has not utilising its assets effectively to generate revenue. 
Current asset turnover ratio in 2014   0.81 and that of in 2018 is 0.85 which indicates that the low improvement in current asset turnover ratio. Barratt Development company should utilise its current assets effectively To generate sales which is less than one in the past years.
4. Gearing ratios
The gearing ratio evaluates the amount of a concern's borrowed amount to its equity. The ratio specifies the monetarythreat to which a company is exposed, since extreme debt can proceed to financial problems. A high gearing ratio represents a elevated high quantity of debt to equity, and a low gearing ratio represents a low amount of debt to equity. This ratio is related to the debt to equity ratio, excluding that there are a number of distinctions on the gearing ratio formula that can result slightly different outcome.

Gearing ratio    =                  Long term loan                  × 100 
                                           Long term + share capital + reserves

Equity ratio
The equity ratio is a leverage ratio that evaluates the amount of company capitals that are funded by assistances of its equity contributors and its earnings. Companies with a high equity ratio are recognized as “conservative” business.
Equity Ratio = Total Equity
                          Total Assets

	Particulars
	2014
	2015
	2016
	2017
	2018

	Gearing Ratio
	0.05
	0.04
	      0
	0.02
	0

	Equity ratio
	0.65
	0.63
	0.62
	0.65
	0.66




Critical analysis 
Gearing ratio which indicates degree of leverage in a company. If a company has high gearing ratio it indicates riskier financial structure.and lower gearing ratio indicates low debt and low risk in the company. High ratio of the company indicates that company may go under stress if the it experiences and downtrend in the economy or in industry.  
In case of Barratt Development PLC it noted that the gearing ratio is very minimum which shows stronger financial structure of company and also Barratt Development PLC has tried to eliminate long term debt completely compare to the 2014 the ratio was 0.05 which is insignificant but in 2018 it is zero which shows complete elimination of long term loans thus company has a good financial structure.
Equity ratio in general higher equity ratio favourable to company. In case of Barratt development company has 66% of equity ratio which is in good condition.
5.Investor Ratio

Investor ratios are utilised toevaluate  thecapability of a concern to earn an satisfactoryyield for the stake holders of the business. The owners have fund invested in the business and want a return equal with the risk involved
Earning per share 
Earning per share (EPS),is also known as net income per share, where it is a market prospect ratio which evaluate  the amount of net revenue earned per share of stock outstanding. Moreover In other words, it is also named as the sum of money each share of stock would collect if all of the earnings were given to the outstanding shares at the end of the year.
EPS= Net profit (loss) ÷Number of outstanding shares

A. ROCE
ROCE (Return on capital employed ) is a profitability ratio which evaluates  how resourcefully a concern  can generate incomes from the capital employed due to relating net operating profit to the capital employed. 
ROCE =    Operating profit (profit before tax and interest) × 100 
                  Ordinary shares + reserves + long term borrowing
	Particulars
	2014
	2015
	2016
	2017
	2018

	
EPS
	
31.2
	
45.5
	
55.1
	
61.3
	
66.5

	ROCE
	0.12
	0.15
	0.17
	0.18
	0.19



Critical analysis
Investor ratios indicate the favourability of companies operation to its investors. How well the company is helping investors to grow their wealth. Hence these ratios are more utilised by investors   
Earnings  per share of the Barratt Development has increased tremendously over the years if we consider the trend of earning per share we can notice that in 2014 the EPS was just 31.2 and in 2018 it has increased to 66.5 which is almost more than a double in just five years which shows good improvement. And return to investors is good which is preferable for investors’ point of view.
Also we can notice the increment in ROCE during the past 5 years, in 2014 ROCE was 12% and in 2018 it is 19% w hich has increased by  7%. Barratt Development is a investor preferable company which is providing good returns.




Limitations of Ratio Analysis
While ratios are very significant tools of financial study, they have some limitations, such as
· The company can make some year-end alterations to their financial reports, to improve their ratios. Then the ratios outcome being nothing but window dressing.
· Ratios disregard the price level deviations due to inflation. Many ratios are intended using historical costs, and they oversee the variations in price level between the time. This does not reveal the true financial situation.
· Accounting ratios totally disregard the qualitative features of the firm. They only take into attention the financial aspects (quantitative)
· There are no standard explanations of the ratios. So company may be using dissimilar formulas for the ratios. One such case is Current Ratio, where some company’s consider all current liabilities but others disregard bank overdrafts from existing liabilities while evaluating current ratio
· And lastly, accounting ratios do not solve any financial difficulties of the firm. They are not the real solution.




Future Recommendations 
· Britain needs more homes to address its housing shortage as per current scenario country is running shortage of homes and this is the opportunity  for the company to increase its productivity and supply new homes and also increasing its revenue accordingly.

· Currently Barratt Development has  good inventory but less utilization, it should concentrate on the best optimal utilisation of stock to increase its revenue


· Barratt Development PLC .providing quality house but it also should consider and also develop automated solutions for the improvement of  the speed and also for consistency of service delivery. By developing automated solutions company can increase its turnover and utilise the raw material quickly without holding the material for the long period, by doing this it can even reduce the inventory handling cost.

· The future of house development business depends on securing the right land in right areas where quality homes are required hence company shall plan for future and concentrate on acquisition of the land now itself for future use, so that they can minimise the purchase cost in future and which will directly lead to increase of profit impressively.

· Currently operating profits are low hence company shall consider the lowering of operating cost by increasing the efficiency of workers and by planning the inventory management like purchasing quality raw material for lower price .and reducing the raw material handling cost by applying Just in time concepts .










PART-C

INVESTMENT APPRAISAL METHODS

Introduction: 
Any funding decision rest on the decision law that is realistic under circumstances. However, the decision rule itself reflects following ideas. 
Here, The valuation of cash flows applied, it needs enormous understanding of the proposal, mainly macro and micro go through of the economy and the organisation.Moreover, Project life is too significant otherwise it will become to the change of the entire viewpoint of the proposal. So considerable care is essential to be observed for assessing the project life.here,  the Cost of capital will be measured as discounting factor. which has examined a change over the years.  The Cost of capital is dissimilar implications in different economic philosophies. So,the determination of cost of capital would bringutmosteffect on the investment estimation. 
1. It should take in to account all cash flows to evaluate the true effectiveness of the project. 
2. It should deliver for an objective and clear way of splitting good projects from bad projects. 
3. It should assist ranking of proposalsgiving to its true profitability.
 4. It should identify the fact that larger cash flows are desirable to lesser ones and quick cash flows are desirable to late ones.
 5. It should aid to select between mutually exclusive proposals that project which maximizes the shareholders’ wealth. 
6. It should be a standard which is appropriate to any possible investment project independent of others. 
A number of capital budgeting methods are used in practice. They may be grouped in the following two categories:
I. Capital budgeting techniques under certainty; and 
II.  Capital budgeting techniques under uncertainty 





Capital budgeting techniques under certainty:
 Capital budgeting techniques under certainty can also be divided into following two groups: 

1 Non-Discounted Cash Flow Criteria: - 
(i) Pay Back Period (PBP) 
(ii) Accounting Rate of Return (ARR) 

2 Discounted Cash Flow Criteria: - 

(i) Net Present Value (NPV)
(ii) Internal Rate of Return (IRR) 
(iii) Profitability Index (PI)

Projected cash flow
	Year
	Project   A
	Project  B

	0
	-60
	-100

	1
	0
	30

	2
	30
	30

	3
	40 
	30

	4
	20
	55





(a) Pay Back Period (PBP) :	
 The payback period (PBP) is the previous old way of capital budgeting At that time it was very easy and possible and most commonly used quantitative technique for the evaluating capital expenditure decision.
Decision Rule:
 The payback period (PBP) can be used as a decision standard for selecting the investment proposal. However, If the payback period (PBP) will be  less than the maximum suitable payback period, accept the project. Also If the payback period (PBP) is more than the maximum acceptable payback period, then it discard the project.
	Project
	Payback period

	A
	2.75

	B
	3.18






 Based on the above calculation  project A requires 2.75 years of time to receive invested amount Ie ( Payback period) And project B’s pay back period is 3.18 years which  takes more time than project A. hence project A is acceptable. 
Advantages of  payback period 
· Easy to understand and simple to use this method 
· Payback period method provides quick solution 
· Very much useful during uncertainty 
Limitations of payback period
· First is Payback period (PBP) technique ignores  the time value of money. Which is the major limitation of PBP.
· whole cashflows is not consider for decision making 
Accounting/Average Rate of Return (ARR): 
This technique is also identified as the return on investment (ROI), return on capital employed (ROCE) and is using accounting data rather than cash flow.
Decision Rule:
 The ARR can be used as a decision and standard to consider investment proposal. Whenever the ARR will be more than the minimum rate of recognized by the company, also accept the project. Also whenever the ARR is less than the minimum rate recognized by the organization, results will be rejection of the project.
	Project
	ARR

	A
	25

	B
	22.5


With the above calculation we can observe that project A has greater ARR than project B. project A has ARR of 25	% and project B has 22.5. hence it better for company to select higher ARR project ie project A.


Discounted Cash Flow Criteria:
 These are also known as the modern or  the time adjusted methods because  of all these methods take into consideration time value of money.
Net Present Value (NPV):
The NPV ( Net Present value) is defined as the difference between the present value of future cash inflows and the present value of the initial expense, discounted at the organisation cost of capital.Moreover, The process for defining the present values PV includes  two different stages. Where the first stage contains determination of ansuitable discount rate. With the discount rate that selected, the cash flow  are converted into present values in the second stage.
NPV = + future value- initial outflow 
(1 + i) n

Decision Rule: 
The present value technique can be utilised as an accept-reject standard. The present value of the future cash inflows would be compared with present value of cash outflow. The present value outflow are the equal as the initial investment. If the NPV is more than 0, accept the project. If the NPV is less than 0, reject the project.


	Project
	NPV

	A
	5

	B
	7


NPV decision making rule is to select the project if NPV is more than zero but  NPV of  the project A and project B both Are more than zero hence both are feasible to select considering   nature of the project and other relevant factors 
Advantages of  Net present value 
· NPV method gives prominence to time value of money 
· In the calculation of NPV, after cash flow and before cash flow over the life of the project are reflected.
· NPV helps in maximizing the firm's value.
Limitations of net present value 
· Net present value is difficult to use 
· Calculating appropriate discounting rate is difficult in case of NPV
Accounting/Average Rate of Return (ARR): 

Profitability Index (PI):
 Profitability Index  is similar to the NPV approach. PI methodevaluates  the present value of incomes per  investment. It is practical in shortcoming of NPV that, being ancomplete measure, it is not a dependabletechnique to assess projects demanding different initial investments. 
PI= 𝑃𝑉𝑣𝑎𝑙𝑢𝑒𝑜𝑓𝑐𝑎𝑠ℎ𝑖𝑛𝑓𝑙𝑜𝑤𝑠/𝑃𝑉𝑣𝑎𝑙𝑢𝑒𝑜𝑓𝑐𝑎𝑠ℎ𝑜𝑢𝑡𝑓𝑙𝑜𝑤𝑠
Decision Rule:
 Using the PI ratio, Accept the project when PI more than 1
 Reject the project when PI less than 1
	Project
	PI

	A
	1.08

	B
	1.07


Decision rule of profitability Index is to select the project if PI is more than one .In this case also both the project have positive PI. But project A’s PI is slightly higher than project B, still both the project are acceptable. Based on the higher PI project A is feasible.
Internal Rate of Return (IRR):
The internal rate of return (IRR) is the discount rate that equates the NPV of an investment proposal with Rs.0 because the present value of cash inflows equals the initial out flow. It is the compound annual rate of return that the company will earn if it invests in the proposal and receives the given cash inflows.
IRR = LOWER RATE + NPV AT LOWER RATE× ( HR – LR) 
NPV at lower rate – NPV higher rate
	Project
	IRR

	A
	15.29%

	B
	14.97%


IRR of project A is 15.29% and project B is 14.97%. Higher IRR is considered for accepting the Project hence project A is slightly better than project B.  

Advantages of IRR method
· First and most important advantage is that IRR uses present value of money 
· It is very simple to calculate and to interpret 
Disadvantages of IRR
· It is challenging to use this method during mutually exclusive projects 
· IRR id difficult to use when different terms are involved in the project 
Conclusion
Considering all the above outcomes which has been calculated using different investment appraisal methods, we can conclude that company can adopt project A ‘ for its investment proposal as it has got higher returns and less time consuming. Thus selecting project A over project B would be advisable.
Non-financial factors that should be considered 
· meeting the necessities of current and future legal requirements
· maintaining  industry standards and  practice
· refining staff morale, making it simpler to recruit and retain employees
· cultivating healthy  relationships with suppliers and customers
· forestalling and dealing with future threats, such as defending intellectual property against potential competition
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