[image: ]
FINANCIAL MANAGEMENT
	Name 
	Satishchandra Sonera

	Student ID
	1705988

	Module Code
	SBMA7100

	Tutor Name
	Isaiah Oino

	Submission Date
	23rd August 2018



Executive Summary:
This assignment demonstrates a clear analysis regarding the concept of finical decision making and why it is important in the context of making stock investment. The assignment describes from the point of view of an investor who has little or no knowledge regarding investment and is looking for some kind assured return from the highly volatile stock market. The investor has narrowed down to two companies but he is still in confusion regarding which company will be a better choice for investment. Here comes the role of a financial analyst who uses the tool of ratio analysis for demonstrating and analysing and comparing the past financial performance of both the chosen companies for assessing the average efficiency of both the companies in generating the return over investment. This analysis will offer a good guide to a common investor regarding which stock will be most suitable to invest among the two available companies for earning assured return by minimizing the risk of stock price volatility as much as possible. The common investor Mr Tim Farrow is taking the help of a financial analyst to decide between the two shortlisted companies which will be chosen for investment for generating secured return. The financial analyst is using the tools of “inventors’ ratios”, “operating performance ratios” and ratios related to “dividend payment” for identifying the suitable company for the purpose of stock investment that will generate comparatively secured return for the investor.
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[bookmark: _Toc522728155]Part-A
[bookmark: _Toc522702293][bookmark: _Toc522728156]Introduction:
[bookmark: _GoBack]There are two kinds of investors who are looking for making some profitable investments in stock. One type of investors are ready to take some risk for getting higher return and the other type of inventors are even ready to accept some low return with low risk. In other words, this kind of investors is looking for some degree of assured return from the stock market that is characterised by high degree of stock volatility. Mr Tim Farrow can be identified as a risk averse investor who are looking for some secured return from the stock market and has narrowed down to  two  companies namely “William Hill PLc”  and the Paddy power Betrfair Plc  that are operating in the leisure industry and both are offering licensed betting service to their clients. Being a common person it is difficult for Mr Tim Farrow to understand the degree of risk associated with the stocks of the chosen companies. Here the risk refers to the degree of price volatility that is associated with the stocks. Moreover, as Mr Tim Farrow is not a risk lover and therefore prefer secured return over and above high risky return therefore it will be good for him in investing in the stocks of those companies that offers secured return in terms of dividend payments. Moreover a focus should be put on the Earning per shares of the two companies under consideration so that the earning generation capacity of both the companies over the investment of the shareholders can be assessed. It is often expected that the companies that are demonstrating high earning per share is having  better efficiency in paying return to the share holders both in terms of dividend payment and rise in share price value
The company William Hill PLC is engaged in providing sports betting and gaming services in the United Kingdom and among the foreign nations the company is operating in Australia, United States, Italy and Spain. The business operates through Retail, Online mode  in the different international segments of the  world. There are 2,375 licensed betting offices in the United Kingdom that offers various betting and gaming services such as horseracing, greyhound racing, football betting, virtual racing, numbers betting, and some other services. Additionally telephonic betting services are also being offered by the company. By the end of June 2018 the company has reported £802.6 million of revenue earnings compared to £778.5 million reported in the same period in 2017. The Company has attained a loss of £802.3 million (profit before interest and tax) against profit of £108.6 million reported in 2017 but still the company has declared an interim dividend of 4.26 pence per share which will be paid on 28 November 2018 to ordinary shareholders of the company (Bloomberg.com, 2018).
Paddy Power Betfair is also engaged in delivering sports betting and gaming services in United Kingdom, Ireland, Australia, the Unites States and operates via retail offices and online mode.
For the six months period ending on 30th June 2018, the reported revenue earnings of the company is £867 million against £827 million of 2017. The EBITDA for the same period of the company is £204.2 million against £214.5 million in 2017. Operating profit of the company was £89.9 million against £104.3 million in 2017. The company has also declared a dividend of 67 pence per share that will be paid by the end of 30th June 2018.
Thus the above information describes that both the companies are having some attractive feature for investments but a detailed analysis is needed for assessing the trend of financial activities and efficiency in generating return over share holder’s equity by analysing the historical accounting information of the company.
The financial analyst hired by the company is using the tools of ratio analysis for giving a clear sigh to his client Mr Tim Farrow regarding which companies stock will be most suitable for him to invest (Bloomberg.com, 2018).
[bookmark: _Toc512009120][bookmark: _Toc522702294][bookmark: _Toc522728157]Ratio analysis and financial decision making:
In the present case scenario the client Mr Tim Farrow is looking for help and guideline from a financial analyst regarding between the two chosen companies in which company the stock investment will be most suitable so that his returns become assured to some extent. For this purpose the financial analyst has used the tools of ratio analysis for assessing the long term historical pattern of the financial performances of the two businesses from the point of view of an investor by covering the last three accounting periods namely 2017, 2016 & 2015.The analysis of the past historical trend of accounting information will help the analyst to assess the average level of efficiency of the business in terms of return generation over stock investment. The basic reason of analysing the historical trend is to project the possible future financial performance of the business and to estimate that whether an investor will be benefited by investing in the stocks of the company or not on the basis of the expected projected future financial performance of the business.
The tools of ratio analysis have been used for the purpose of analysis the historical financial trend of the company as these tools are the easiest financial analysis tools for describing the historical performance pattern of the business as they offer an at a glance view to the investors regarding the financial performance of the company.
[bookmark: _Toc522702295][bookmark: _Toc522728158]Financial Analysis:
[bookmark: _Toc522702296][bookmark: _Toc522728159]Investor ratios:
The Price to sales ratio demonstrates to an investor that how much an investor is ready to invest or pay for purchasing a stock with respect to one-unit revenue over the stock. The ratio with respect to the stock increases with the increased popularity of the stock in the market as the investors are thinking that the stock is going to fetch better earnings for them in near future and it is worthwhile to invest in that stock.
The Price To Earnings ratio demonstrates that how much the investors are ready to pay for buying a stock against the expected net unit earnings with respect to the stock. So higher will be the expectation of the investors regarding the earning prospect of the stock, higher is the price the investors are ready to offer for buying the stock and higher will be the ratio (Jaeger et al.,2012)
The price to cash flow ratio (P/CF) defines that if the cash flow per share is higher for the stock of one company with respect to the other then even if the price per share is same for both the companies, company with lower ratio or the company with higher cash flow per share will be preferred. A high ratio defines that the stock is being traded in the market at a high price but is not generating enough cash (Financials.morningstar.com, 2018).
The Price-to-book value ratio (P/B) defines the market value (price) of the stock against the book value of equity where book value of equity is the value of the asset (book value of asset-book value of liability) of the company in balance sheet. So higher will be the ratio the higher the price the investors are willing to pay for the stocks of the company against hard assets
Paddy power Betrfair Plc  
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Comparison:
Looking at the price-to sales ratio it can be seen that on an average the ratios of Paddy power Betrfair Plc is higher than that of William Hill PLC and the ratios of the both the organization has registered a declining trend over years
The Price To Earnings ratio of Paddy power Betrfair Plc is much stronger than that of William Hill PLC during the period under study
Apart from 2015 on an average the Price-to-book value ratio of the William Hill PLC is little stronger than that of Paddy power Betrfair Plc
Looking to the price-to-cash flow ratio it can be seen that ratios of William Hill PLC is lower than that of Paddy power Betrfair Plc and thus it indicates that the cash flow per share is stronger in case of William Hill PLC  which means William Hill PLC   is generating grater cash while being traded  to the market(Aouadi et al.,2013)
[bookmark: _Toc522702297][bookmark: _Toc522728160]Operating performance ratios:
Return on Asset ratio (net income/total asset) is the ratio that defines the value of the total asset that has been converted in to net income with respect by an organization. Therefore the higher ratio is always preferred as it indicates that larger proportion of total asset has been transformed in net income and this demonstrates the higher efficiency of the company (Financials.morningstar.com, 2018)

The Return on Equity ratio (net income/share holders’ equity) demonstrates the proportion of the money value of the total equity of the share holders that has been transformed in to net income. So higher ratio demonstrates a higher efficiency
The Return On Invested Capital [Operating Profit After Tax (NOPAT)/Invested Capital = ROIC]  defines the return earned by the business over the invested capital that includes both debt and equity(De et al.,2011)
The ratio of financial leverage (debt/Asset) defines the presence of debt obligation in the total asset of company. So higher ratio demonstrates a higher debt obligation out of total asset  of the company.
The Gross Margin (gross profit/ total revenue) defines the proportion of total revenue that has been saved by the business as gross profit
The Net Margin (net profit/ total revenue) defines the proportion of total revenue that has been saved by the business as net profit
The Operating Margin (operating profit /total revenue) defines the proportion of total revenue that has been saved by the business as operating profit (EBITDA, Earnings before interest tax and depreciation)
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Comparison:
The ratios of Return on asset, Return on equity and Return On Invested Capital indicates that the return generation efficiency over asset equity and invested capital is better in case of Paddy power Betrfair Plc compared to the William Hill PLC.
The profitability ratios Of Gross Margin, Net Margin And Operating Margin also demonstrates that Paddy power Betrfair Plc is more efficient compared to in generating stronger profit margin compared with respect to the revenue earned.
The leverage ratio indicates that the Paddy power Betrfair Plc has gradually reduced the proportion of debt in total asset over years in comparison to William Hill PLC  and the debt obligation of the business  has also being reduced over years (Financials.morningstar.com, 2018)

[bookmark: _Toc522702298][bookmark: _Toc522728161]Efficiency Ratio:
The Days Sales Outstanding ( DSO or days receivables=[annual accounts receivable/annual sales]*365 days  ) define the number of days that the debtors of the company are taking to repay the outstanding amount .The longer will  bet the higher will be the inefficiency of the company.
The Days Payable Ratio ([accounts payable/credit purchase]*365 days) describes the number of says that the business is taking to paying to its creditors. So higher value or larger number of days indicate that the business is taking longer day for paying the creditors’ as the creditors who has supplied goods on credit are eager to do business with the company as  the company has good reputation in the market and also poses a strong bargaining power in the market(Biddle,et al.,2009).
The receivable turnover ratio (credit sales/Accounts receivable) defines the efficiency of a business in recovering the accounts receivables with respect to the volume of credit sales made by the business. Higher ratio indicates lower efficiency in recovering the accounts receivables.
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The debt recovery period or day is more or less same for both the companies during the period under study as indicated by the days sales outstanding. However on an average the day’s payable suggests that Paddy power Betrfair Plc enjoys better credit period over and above William Hill PLC. The higher receivable turnover ratios of William Hill PLC (compared to Paddy power Betrfair Plc)indicates that the business is less efficient in covering the accounts receivable generated out of credit sales  (Financials.morningstar.com, 2018).

[bookmark: _Toc522702299][bookmark: _Toc522728162]Dividend ratios:
The Dividend Per Share(DPS) defines the amount of dividend paid per share by a company in a particular period under consideration.
The Dividend Payout Ratio Or The Payout Ratio (DPS/EPS) defines the proportion of net earnings that is paid out by the business as dividend over years
Paddy power Betrfair Plc  
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Looking at the dividend ratios it can be seen that the dividend paying trend (as revealed by dividend per share) of Paddy power Betrfair Plc  is much irregular compared to  William Hill PLC during the period under study. The pay our ratios are suggesting that on an average(except2016) William Hill PLC is pying out a better portion of net income as  dividend .
[bookmark: _Toc522702300][bookmark: _Toc522728163]Findings:
Thus the price-to sales ratio as well as the price to earnings ratio describes that the investors are having high prospect regarding the earning capability of the stocks of Paddy power Betrfair Plc and therefore is ,ready tom pay comparatively higher price for buying those stocks with respect 
.
to unit sales and unit earnings that are being expected to be earned per share. But the high price-to-cash flow ratio of Paddy power Betrfair Plc (compared to William Hill PLC)    indicates that the company Paddy power Betrfair Plc stocks are being traded at a high price in the market but are generating comparatively low cash on sales compared to William Hill PLC(Bushee, et al.,2012)
So the investor ratios are suggesting that though the investors are having good return expectation from the stocks of Paddy power Betrfair Plc but the historical trends of William Hill PLC suggests that the cash generation efficiency of the business is better in terms of stock trading in the market. Therefore it is recommended that the smaller number of stocks of Paddy power Betrfair Plc will be purchased for long term return and investment in stocks of William Hill PLC should be made for a short period
Plc over William Hill PLC in terms of efficiency in return generation, profit generation and minimised debt obligation
Thus lower efficiency in recovering the accounts receivables generated out of credit sales and lesser credit period in case of William Hill PLC indicated that liquidity generation efficiency out of credit sales and credit purchase of William Hill PLC is much lower compared to the Paddy power Betrfair Plc and is therefore a clear recommendation goes with respect to the selection of Paddy power Betrfair Plc in terms of the efficiency ratios.
Thus it is suggested that risk averse investor may prefer William Hill PLC because of its regular dividend paying trend which is identified as a secured stock income.
[bookmark: _Toc522702301][bookmark: _Toc522728164]Conclusion & Reccomendation:
Thus the above analysis suggest  that except the dividend ratios and the price-to cash flow ratios all other ratios are suggesting the fact that the Paddy power Betrfair Plc is more efficient in every respect(in terms of return generation on asset, equity and capital employed, profit generation over sales earnings, recovery of accounts receivable generated out of cruet sales)  compared to William Hill PLC. But the dividend ratios suggesting that William Hill PLC is having as more regular trend in paying dividend out of surplus earnings  and price-to cash flow ratio suggests that the stock of William Hill PLC are generating higher cash while trading in the market.
Recommendation:
Therefore it is recommended that rather than selecting any single company the investors should invest 40% of the investment amount on stocks of Paddy power Betrfair Plc  for long run with an expectation of high risky return and 60% of the investment in the stocks of William Hill PLC with an expectation of secured dividend return .
[bookmark: _Toc522726129]

[bookmark: _Toc522728165]Part-B:
[bookmark: _Toc522728166]Introduction:
The project appraisal techniques are generally used to assess the possible profitability that can be generated by a proposed potential projects and thus choose the suitability of a project in the context of the aspects of availability of fund, capability of adding monetary value to the existing business, the period for which the capital invested will remain locked before it can start generating profit. As a whole a potential project with good prospect of profitability always add value to the business by enhancing the debt servicing capacity of the business and by maximizing the value of the share holders.
In the present case scenario the Mr. Patel Mintro is a lay man and having a manufacturing business in Britain and has narrowed down to two projects, which can be identified as project-A & project-B with an objective of adding some additional values to the existing business. For the purpose of project appraisal the techniques of NPV,PAY BACK PERIOD & the ARR has been used for assessing the possible profitability and value creation ability of the projects so that the best project can be chosen for maximizing the aspect of value creation with respect to the existing business
[bookmark: _Toc522726130][bookmark: _Toc522728167]a)
[bookmark: _Toc522726131][bookmark: _Toc522728168]NPV


NPV:  
In the present case scenario the technique of NPV or net present value has been used as one of the project appraisal techniques for assessing the prospective capacity of the two chosen projects regarding value creation. The criterion of NPV suggests that a project will be considered feasible if the sum of the discounted present value of the prohjected periodic cash flows that are expected to be generated from a project is greater than the initial investment cost. In other words if the npv of a project generates a positive result then the project is considered feasible. Finally between the two projects the investment project that reveals higher possible value will be given priority
In the present case scenario both projects assets are depreciating during the life of the project and there is also an expected salvage value that has been generated by both the projects(Anand and Apul, 2011).
Here it has been assumed that annual depreciation is a  non-cash expenditure and that is why the annual depreciation has been added back with the periodic cash flows of the projects for calculating the expected periodic cash flows.
The salvage value of the asset or the residual value of the assets being used in the project arise at the terminal year of the life of the project and is again considered as non cash expenditure and has been added back to the cash flows of the 6th year.
[bookmark: _Toc522726132][bookmark: _Toc522728169]Pay Back Period:
Pay Back Period:
The main objective of using the payback period criterion in the process of investment appraisal is to find out that how long the investment capital will remain locked up in the way of generating profit.
The payback period calculates the periods or the duration that will be required for covering the initial investment of a project in terms of the expected periodic cash flows that are going to be generated by the project (Campoccia et al.,2009).
If two projects are being compared then the payback period criterion suggests that the project that is having a shorter payback period will be given priority

[bookmark: _Toc522726133][bookmark: _Toc522728170]b)

[bookmark: _Toc522726134][bookmark: _Toc522728171]Determination of ARR
The Accounting Rate of Return or ARR is a percentage ratio that is calculated by dividing the average return with average investment. Here the average return has been calculated by dividing the cumulative periodic cash flows net of initial investment by the life of the project (6 years) and the average investment is assumed to be the initial cost of investment. The percentage return as represented by ARR defines the money value that is expected to be earned by the project for each unit invested in the project. A project with high ARR value is preferred over the others(Linn, 2010).



[bookmark: _Toc522726135][bookmark: _Toc522728172]c) Project selection:
[bookmark: _Toc522726136][bookmark: _Toc522728173]Project Evaluation as per NPV criterion:
Project-A
As seen from the NPV calculation an initial investment of 160000£ is being required in the project and the project is expected to generate an annual or periodic cash flow of 45000£ during the 6 years  life of the project and annual depreciation amount of 23333£ has been added back for finding the periodic expected cash flows from the project. At the sixth year which is the last year of the life of the project the salvage value of 20000£ has been added back for reaching to the final periodic cash flow for the 6th year or terminal year of the  project .With a discount rate of 7%  the npv calculated with respect to the project is 179040£ which is positive and therefore the project is a financially viable project(San and Thum, 2013).
Project-B
As seen from the NPV calculation an initial investment of 220000£ is being required in the project and the project is expected to generate an annual or periodic cash flow of 60000£ during the 6 years  life of the project and annual depreciation amount of 35000£ has been added back for finding the periodic expected cash flows from the project. At the sixth year which is the last year of the life of the project the salvage value of 10000£ has been added back for reaching to the final periodic cash flow for the 6th year or terminal year of the project .With a discount rate of 7%  the npv calculated with respect to the project is 239485£ which is positive and therefore the project is a financially viable project.
Thus by comparing the NPV values of the Project –A[179040£] & Project-B[239485£] the Project-B should be preferred over Project-A as the project-B is revealing grater positive npv value and thus suggesting that project-B will be  capable to add greater value to the business if implemented(Haldane and Davies, 2011).

[bookmark: _Toc522726137][bookmark: _Toc522728174]Project Evaluation as per Pay-Back period criterion:
Project-A:
For the purpose of calculating the payback period the periodic cash flows inclusive of the depreciation and salvage value has been considered for the calculation of the payback period. In the process of calculation of the payback period it has be n demonstrated that the amount recovered and amount left with respect to each year. For instance in year-1, 68333£ has been recovered and 91667£ has  yet to be recovered and in year-2 68333£ has been recovered and 23333£ has  yet to be recovered and in year-3 23333£ has been recovered with in a period of 0.34 years. Thus the payback period of the project is 2.34 years.
Project-B:
For the purpose of calculating the payback period the periodic cash flows inclusive of the depreciation and salvage value has been considered for the calculation of the payback period. In the process of calculation of the payback period it has be n demonstrated that the amount recovered and amount left with respect to each year. For instance in year-1, 95000£ has been recovered and  125000£ has  yet to be recovered and in year-2 , 95000£ has been recovered and 30000£ has  yet to be recovered and in year-3 30000£ has been recovered with in a period of 0.32 years. Thus the payback period of the project is 2.32 years(Malatji et al.,2013)
Thus on comparison of the two projects it can be seen that the payback period-Project-B[2.32 years] is slightly shorter than that of Project-A[2.34 years] , which indicates that project –B will be able to recover the initial investment in a comparatively shorter period of 2 months than that of project-A and therefore project-B will be chosen over project-A as per pay-back criterion.
[bookmark: _Toc522726138][bookmark: _Toc522728175]Project Evaluation as per ARR criterion:
Project-A:
Here the average annual profit generated by the project is 45000£ and the initial investment or average cost of capital is 160000£ and the ARR of the project is 28%. Thus the criterion suggest that the project will be able to earn 28 pence out of every pound invested

Project-B:
Here the average annual profit generated by the project is 60000£ and the initial investment or average cost of capital is 220000£ and the ARR of the project is 27%. Thus the criterion suggest that the project will be able to earn 27 pence out of every pound invested(Daunfeldt and Hartwig,  2014)
Thus the ARR criterion suggest that Project-A is little preferable over project-B

[bookmark: _Toc522726139][bookmark: _Toc522728176]Advantages & shortcomings of NPV criterion
Advantage:
The biggest advantage of using the npv criterion is that the method considers the concept of declining value of money over years in terms of considering the time value of the money. The concept of time value of money of money suggests that with passage of time money loses its value or capacity of fetching goods in exchange. That is why longer is the distance of a period from the initial period graters the discount factor that is used for discounting the cash flow of that period.
The simplicity of the process of calculation and easy comprehensive method of comparison and selection of a project among several feasible projects also is an important characteristics of this technique for which the criterion is often chosen.
Shortcomings:
The main disadvantage of the npv method is the uncertainty regarding the selection of the discount rate or cost of capital that is being used for discounting the periodic cash flows for calculating the present value of the cash flow. A slight change in the discounting rate can generate a wide variation in the value of the npv(Stavropoulos and Zabaniotou, 2009).
The npv criterion is difficult to apply for the purpose of project appraisal where the two projects are operating with two different scales of productions 
[bookmark: _Toc522726140][bookmark: _Toc522728177]Advantages & shortcomings of Pay-Back-Period criterion

Advantage
The criterion of payback period offers one of the simplest methods of calculating the duration that a project requires to recover the initial investment and thus easily describes the period or duration that a project require to cover the initial cost an d to start earning profit. Thus in other words the payback period makes a rough estimation of the break even and in this way reflects the degree of risk associated with the project in terms of the length of the holding period of the working capital. Thus the payback period suggests that longer is the payback period higher is the risk associated with the project(Feuz and Ritten, 2017).
Shortcomings:
The calculation of the payback period is merely based on periodic cash flows rather than profit consideration and the concept of deteoriation in the value of money over period has been completely ignored in the process
[bookmark: _Toc522726141][bookmark: _Toc522728178]e)
[bookmark: _Toc522726142][bookmark: _Toc522728179]Impact of Non Financial over project appraisal
Customer acceptability:
While making a new investment venture it is not possible to measure that to what extent the customers will find the product or service sold by the project is useful. If the customers find that the goods or services that are being produced and sold under the project are not useful, then the actual sales as well as actual generation of cash will be much lower in comparison to the projected cash flow that has been used in the project appraisal techniques for assessing the viability of the projects. In absence of acceptability a project can appear as completely non-viable even if the project appraisal techniques have suggested that the project is viable.
Thus while undertaking a new investment project a business should essentially consider the aspect of customer acceptability for estimating the projected future cash flows that will be used in the project appraisal techniques for studying the viability of the projects
Action of competitors:
If a business is operating in a highly competitive environment then the projected sales and cash generation from a project to a great extent depends upon the strength of the competitors and while venturing in a new investment project a business should essentially consider the aspect of the degree of competition for estimating the projected future cash flows that will be used in the project appraisal techniques for studying the viability of the projects(Berman and Héricourt,  2010).
Availability of skilled resource:
While venturing in to a new project the business must consider the availability and cost of the required skilled human resources which is an essential requirement for generating the required estimated cash flow with respect to the project.
[bookmark: _Toc522726143][bookmark: _Toc522728180]Conclusion:
From the above discussion it is clear that while venturing in to a new project apart from  the project appraisal techniques proper consideration must be given  with respect to the non financial factors like “customer acceptance”, “resource availability ” and “competitive landscape” as these factors are highly responsible for keeping the actual cash flow close to the estimated cash flows.
Besides the both the npv and pay back criterion clearly suggests that Project-B will be chosen over Project-A , however ARR criterion suggest a little preference towards project-A. Therefore as a whole it is suggested that selection of Project-B will be better for Mr. Patel Mintro.
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	WILLIAM HILL PLC ADR  (WIMHY) -NCOME STATEMENT

	Fiscal year ends in December. GBP in millions except per share data.
	2015-12
	2016-12
	2017-12

	Revenue
	1591
	1604
	1711

	Cost of revenue
	378
	382
	432

	Gross profit
	1213
	1222
	1279

	Operating expenses
	 
	 
	 

	Restructuring, merger and acquisition
	-2
	10
	62

	Other operating expenses
	995
	968
	949

	Total operating expenses
	993
	978
	1011

	Operating income
	220
	244
	268

	Interest Expense
	40
	48
	2

	Other income (expense)
	4
	-15
	-341

	Income before taxes
	185
	181
	-75

	Provision for income taxes
	-5
	17
	9

	Net income from continuing operations
	190
	164
	-83

	Other
	 
	 
	 

	Net income
	190
	164
	-83

	Net income available to common shareholders
	190
	164
	-83

	Earnings per share
	 
	 
	 

	Basic
	0.86
	0.76
	-0.39

	Diluted
	0.86
	0.75
	-0.39

	Weighted average shares outstanding
	 
	 
	 

	Basic
	220
	218
	214

	Diluted
	221
	219
	215

	EBITDA
	367
	316
	15




	WILLIAM HILL PLC ADR  (WIMHY) - BALANCE SHEET

	Fiscal year ends in December. GBP in millions except per share data.
	2015-12
	2016-12
	2017-12

	Assets
	 
	 
	 

	Current assets
	 
	 
	 

	Cash
	 
	 
	 

	Cash and cash equivalents
	271
	200
	317

	Short-term investments
	4
	4
	4

	Total cash
	276
	204
	320

	Receivables
	5
	20
	18

	Inventories
	0
	 
	 

	Prepaid expenses
	41
	42
	46

	Other current assets
	21
	26
	9

	Total current assets
	343
	292
	393

	Non-current assets
	 
	 
	 

	Property, plant and equipment
	 
	 
	 

	Gross property, plant and equipment
	517
	547
	540

	Accumulated Depreciation
	-306
	-334
	-350

	Net property, plant and equipment
	211
	212
	190

	Goodwill
	1146
	1210
	959

	Intangible assets
	586
	596
	618

	Deferred income taxes
	4
	3
	13

	Prepaid pension benefit
	23
	16
	59

	Other long-term assets
	34
	115
	129

	Total non-current assets
	2004
	2151
	1969

	Total assets
	2347
	2443
	2362

	Liabilities and stockholders' equity
	 
	 
	 

	Liabilities
	 
	 
	 

	Current liabilities
	 
	 
	 

	Capital leases
	299
	 
	 

	Accounts payable
	108
	130
	125

	Taxes payable
	119
	124
	135

	Other current liabilities
	137
	157
	217

	Total current liabilities
	663
	410
	478

	Non-current liabilities
	 
	 
	 

	Long-term debt
	 
	 
	 

	Deferred taxes liabilities
	98
	88
	101

	Pensions and other benefits
	 
	 
	 

	Other long-term liabilities
	370
	719
	720

	Total non-current liabilities
	468
	807
	821

	Total liabilities
	1131
	1217
	1299

	Stockholders' equity
	 
	 
	 

	Common stock
	88
	89
	89

	Additional paid-in capital
	693
	696
	696

	Retained earnings
	591
	629
	473

	Treasury stock
	-4
	-98
	-97

	Accumulated other comprehensive income
	-153
	-90
	-99

	Total stockholders' equity
	1216
	1226
	1063

	Total liabilities and stockholders' equity
	2347
	2443
	2362





	WILLIAM HILL PLC ADR  (WIMHY) - CASH FLOW

	Fiscal year ends in December. GBP in millions except per share data.
	2015-12
	2016-12
	2017-12

	Cash Flows From Operating Activities
	 
	 
	 

	Net income
	224
	226
	-44

	Depreciation & amortization
	142
	87
	88

	Investments losses (gains)
	1
	10
	0

	Change in working capital
	17
	23
	75

	Inventory
	 
	 
	 

	Other working capital
	17
	23
	75

	Other non-cash items
	-84
	-79
	171

	Net cash provided by operating activities
	301
	266
	290

	Cash Flows From Investing Activities
	 
	 
	 

	Investments in property, plant, and equipment
	-22
	-32
	-14

	Property, plant, and equipment reductions
	1
	1
	1

	Acquisitions, net
	 
	-104
	9

	Purchases of investments
	-17
	 
	 

	Sales/Maturities of investments
	 
	 
	1

	Purchases of intangibles
	-45
	-58
	-79

	Other investing activities
	2
	8
	4

	Net cash used for investing activities
	-82
	-185
	-78

	Cash Flows From Financing Activities
	 
	 
	 

	Debt issued
	 
	350
	 

	Debt repayment
	-50
	-300
	 

	Common stock issued
	4
	1
	0

	Common stock repurchased
	-3
	-94
	0

	Dividend paid
	-108
	-109
	-108

	Other financing activities
	 
	-2
	 

	Net cash provided by (used for) financing activities
	-158
	-155
	-108

	Effect of exchange rate changes
	-1
	7
	-2

	Net change in cash
	60
	-67
	102

	Cash at beginning of period
	222
	282
	216

	Cash at end of period
	282
	216
	317

	Free Cash Flow
	 
	 
	 

	Operating cash flow
	301
	266
	290

	Capital expenditure
	-68
	-90
	-93

	Free cash flow
	233
	176
	197



	PADDY POWER BETFAIR PLC  (PDYPF) -INCOME STATEMENT

	Fiscal year ends in December. GBP in millions except per share data.
	2015-12
	2016-12
	2017-12

	Revenue
	807
	1501
	1745

	Cost of revenue
	204
	346
	405

	Gross profit
	603
	1154
	1340

	Operating expenses
	 
	 
	 

	Sales, General and administrative
	130
	 
	 

	Restructuring, merger and acquisition
	 
	101
	 

	Other operating expenses
	347
	930
	956

	Total operating expenses
	478
	1031
	956

	Operating income
	126
	123
	384

	Interest Expense
	2
	3
	2

	Other income (expense)
	1
	-108
	-136

	Income before taxes
	125
	12
	247

	Provision for income taxes
	16
	18
	29

	Net income from continuing operations
	109
	-6
	218

	Net income
	109
	-6
	218

	Net income available to common shareholders
	109
	-6
	218

	Earnings per share
	 
	 
	 

	Basic
	2.41
	-0.07
	2.58

	Diluted
	2.37
	-0.07
	2.55

	Weighted average shares outstanding
	 
	 
	 

	Basic
	45
	80
	84

	Diluted
	46
	80
	85

	EBITDA
	166
	257
	1197




	PADDY POWER BETFAIR PLC  (PDYPF) -BALANCE SHEET

	Fiscal year ends in December. GBP in millions except per share data.
	2015-12
	2016-12
	2017-12

	Assets
	 
	 
	 

	Current assets
	 
	 
	 

	Cash
	 
	 
	 

	Cash and cash equivalents
	112
	250
	307

	Total cash
	112
	250
	307

	Receivables
	4
	10
	5

	Prepaid expenses
	18
	41
	36

	Other current assets
	38
	68
	84

	Total current assets
	172
	370
	431

	Non-current assets
	 
	 
	 

	Property, plant and equipment
	 
	 
	 

	Gross property, plant and equipment
	239
	335
	379

	Accumulated Depreciation
	-147
	-201
	-243

	Net property, plant and equipment
	93
	134
	136

	Goodwill
	80
	3891
	3885

	Intangible assets
	61
	581
	445

	Deferred income taxes
	7
	9
	12

	Other long-term assets
	0
	7
	19

	Total non-current assets
	240
	4622
	4498

	Total assets
	412
	4992
	4928

	Liabilities and stockholders' equity
	 
	 
	 

	Liabilities
	 
	 
	 

	Current liabilities
	 
	 
	 

	Short-term debt
	0
	0
	 

	Accounts payable
	71
	72
	72

	Taxes payable
	14
	39
	44

	Other current liabilities
	124
	262
	268

	Total current liabilities
	209
	373
	384

	Non-current liabilities
	 
	 
	 

	Long-term debt
	143
	214
	62

	Deferred taxes liabilities
	3
	61
	49

	Accrued liabilities
	1
	1
	4

	Pensions and other benefits
	4
	5
	0

	Other long-term liabilities
	1
	22
	34

	Total non-current liabilities
	151
	303
	149

	Total liabilities
	361
	675
	533

	Stockholders' equity
	 
	 
	 

	Common stock
	3
	417
	423

	Additional paid-in capital
	2
	 
	 

	Retained earnings
	101
	3798
	3914

	Treasury stock
	-38
	-72
	-56

	Accumulated other comprehensive income
	-16
	173
	114

	Total stockholders' equity
	51
	4317
	4395

	Total liabilities and stockholders' equity
	412
	4992
	4928




	PADDY POWER BETFAIR PLC  (PDYPF) -CASH FLOW

	Fiscal year ends in December. GBP in millions except per share data.
	2015-12
	2016-12
	2017-12

	Cash Flows From Operating Activities
	 
	 
	 

	Net income
	109
	-6
	218

	Depreciation & amortization
	39
	68
	81

	Deferred income taxes
	16
	49
	52

	Stock based compensation
	12
	21
	26

	Change in working capital
	42
	-54
	28

	Other working capital
	42
	-54
	28

	Other non-cash items
	-20
	126
	66

	Net cash provided by operating activities
	198
	204
	472

	Cash Flows From Investing Activities
	 
	 
	 

	Investments in property, plant, and equipment
	-21
	-41
	-39

	Property, plant, and equipment reductions
	0
	0
	 

	Acquisitions, net
	-4
	144
	-18

	Sales/Maturities of investments
	 
	 
	 

	Purchases of intangibles
	-22
	-32
	-26

	Other investing activities
	16
	-6
	-18

	Net cash used for investing activities
	-31
	65
	-102

	Cash Flows From Financing Activities
	 
	 
	 

	Debt issued
	 
	44
	 

	Common stock issued
	2
	2
	3

	Common stock repurchased
	-19
	 
	 

	Dividend paid
	-56
	-165
	-149

	Other financing activities
	-153
	-3
	-159

	Net cash provided by (used for) financing activities
	-226
	-121
	-306

	Effect of exchange rate changes
	4
	16
	-8

	Net change in cash
	-55
	164
	57

	Cash at beginning of period
	167
	86
	250

	Cash at end of period
	112
	250
	307

	Free Cash Flow
	 
	 
	 

	Operating cash flow
	198
	204
	472

	Capital expenditure
	-43
	-80
	-85

	Free cash flow
	155
	124
	387



[bookmark: _Toc522728183]Appendix: B
	NPV  Project life-6 years life-Project-A

	 
	 
	cash inflows(£ )
	 

	 
	Initial cost(£)
	yr-1
	yr-2
	yr-3
	yr-4
	yr-5
	yr-6
	NPV(£)

	Investment(£)
	160000
	45000
	45000
	45000
	45000
	45000
	45000
	 

	Depreciation values(£)
	 
	23333
	23333
	23333
	23333
	23333
	23333
	 

	 
	 
	68333
	68333
	68333
	68333
	68333
	68333
	 

	Salvage values(£)
	 
	 
	 
	 
	 
	 
	20000
	 

	Net cash flow(£)
	 
	68333
	68333
	68333
	68333
	68333
	88333
	 

	present value calculation with cost of capital of 7%
	 
	63862.928
	59684.98
	55780.35
	52131.17
	48720.72
	58860.23
	179040

	 
	 
	 
	 
	 
	 
	 
	 
	 




	NPV  calculation-6 years life-Project-B

	 
	 
	cash inflows(£ )
	 

	 
	Initial cost(£)
	yr-1
	yr-2
	yr-3
	yr-4
	yr-5
	yr-6
	NPV(£)

	Investment(£)
	220000
	60000
	60000
	60000
	60000
	60000
	60000
	 

	Depreciation values(£)
	 
	35000
	35000
	35000
	35000
	35000
	35000
	 

	 
	 
	95000
	95000
	95000
	95000
	95000
	95000
	 

	Salvage values(£)
	 
	 
	 
	 
	 
	 
	10000
	 

	Net cash flow(£)
	 
	95000
	95000
	95000
	95000
	95000
	105000
	 

	present value calculation with cost of capital of 7%
	 
	88785.047
	82976.679
	77548.3
	72475.05
	67733.69
	69965.934
	239485

	 
	 
	 
	 
	 
	 
	 
	 
	 



	annual depreciation  straight-line method 

	 
	 
	 

	 
	Project-A
	 

	 
	 
	£

	Initial Investment
	 
	160000

	Life of project(years)
	 
	6

	Residual Value(at the end of life of the project )
	 
	20000

	Rate of Depreciation
	 
	17%

	Annual depreciation value
	 
	23333



	annual depreciation  straight-line method 

	
	
	

	 
	Project-B
	 

	 
	 
	£

	Initial Investment
	 
	220000

	Life of project(years)
	 
	6

	Residual Value(at the end of life of the project )
	 
	10000

	Rate of Depreciation
	 
	17%

	Annual depreciation value
	 
	35000



	ARR  calculation, Project-A

	 
	 
	Net cash inflows(£ )
	 
	 
	(£ )
	(£,m )
	ARR

	 
	Initial cost(I)
	yr-1
	yr-2
	yr-3
	yr-4
	yr-5
	yr-6
	Total cumulative cash flow
	Average annual profit((total cumulative cash flow-initial cost)/number of years of cash flow
	total asset invested in the 6 years period
	Residual value

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Investment
	160000
	68333
	68333
	68333
	68333
	68333
	88333
	 
	 
	 
	 

	Cumulative cash flow
	 
	68333
	136667
	205000
	273333
	341667
	430000
	430000
	45000
	160000
	28%

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 



	ARR  calculation, Project-B

	 
	 
	Net cash inflows(£ )
	 
	 
	(£ )
	(£,m )
	ARR

	 
	Initial cost(I)
	yr-1
	yr-2
	yr-3
	yr-4
	yr-5
	yr-6
	Total cumulative cash flow
	Average annual profit((total cumulative cash flow-initial cost)/number of years of cash flow
	total asset invested in the 6 years period
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Investment
	220000
	95000
	95000
	95000
	95000
	95000
	105000
	 
	 
	 
	 

	Cumulative cash flow
	 
	95000
	190000
	285000
	380000
	475000
	580000
	580000.00
	60000
	220000
	27%

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 




	Simple  Payback period calculation, Project-A

	 
	 
	cash inflows(£ )
	 
	 
	 
	 
	 
	 

	 
	Initial cost
	yr-1
	yr-2
	yr-3
	yr-4
	yr-5
	yr-6
	yr-7
	yr-8
	yr-9
	yr-10
	Fraction of Payback period recovered in 8th year
	Payback period calculated(yrs)

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Investment
	160000
	68333
	68333
	68333
	68333
	68333
	88333
	 
	 
	 
	 
	0.34
	2.34 years

	cumulated cash investment(£ )
	 
	91667
	23333
	-45000
	-113333
	-181667
	-270000
	 
	 
	 
	 
	 
	 



	Simple  Payback period calculation, Project-B

	 
	 
	cash inflows(£ )
	 
	 
	 
	 
	 
	 

	 
	Initial cost
	yr-1
	yr-2
	yr-3
	yr-4
	yr-5
	yr-6
	yr-7
	yr-8
	yr-9
	yr-10
	Fraction of Payback period recovered in 2nd year
	Payback period calculated(yrs)

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Investment
	220000
	95000
	95000
	95000
	95000
	95000
	105000
	 
	 
	 
	 
	0.32
	2.32 years

	cumulated cash investment(£ )
	 
	125000
	30000
	-65000
	-160000
	-255000
	-360000
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