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Executive summary
Organisations exist for the purpose of earning higher amount of profits in the organisation. The various sources of funds are to be considered for sourcing the organisation. This report tries to understand the financial management of Vodafone PLC. This report also tries to compare and analyse the performance over five years. The comparison is made with two of its competitors Verizon Plc and AT&T plc.
























Table of contents
Introduction	3
Part a) History of Vodafone including its business model, main recent events, market place and major competitor over past five years	4
Part b) Critical review of company’s financial performances	6
Part c) Using the investment appraisal techniques in evaluating the following projects	15
Conclusion	20
Reference list	21





















[bookmark: _Toc532204370]Introduction
Organisations need to properly address the issues of financial management. The management of finances are essentially undertaken by the managers to evaluate the needs of the organisation. Managers then consider the various sources from where the funds can be arranged for the working. The managers are entrusted with the responsibility of planning, raising and controlling of funds from the various sources. The calculations of costs that are incurred in generating the funds from various sources are considered. Each source of fund is compared to each other and then the most suitable source of fund is taken up by the managers. The method of corporate finance is related to the budgeting and proper forecasting of the various sources of funds. Finance can be generated either from private or public sources. The private source of fund includes individual finance, partnership finance and business finance. The public source of fund includes central government, state government and semi government.
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Part a) History of Vodafone including its business model, main recent events, market place and major competitor over past five years

History of Vodafone
Vodafone Group PLC is headquartered in Newbury, in the UK and listed in the London Stock Exchange since 1982 (Vodafone.co.uk, 2018). The company was founded in the year 1991 by Nick Jeffery in the United Kingdom.

Business model of Vodafone
Vodafone Group PLC has a strong business model which describes ways in which company is creating, delivering and capturing values in various context (Vodafone.co.uk, 2018). The business model of Vodafone comprises of the long term business strategy on which the company is continuously working on. The most important part of the company’s business model it the efforts towards creation of competitive advantage using their core programmes. The competitive strategy used since last five years includes network leadership, excellent customer experience, supporting people and their culture (Vodafone.co.uk, 2018). The company creates value for both the customers and shareholders. The company effectively applies its strengths of governance, risk management and business sustainability. 

Main recent events of Vodafone
Since the last five years Vodafone has invested 71 billion into the business. Of the total investment 40 billion has been used in modernising their mobile as well as IT networks in the European market (Vodafone.co.uk, 2018). Secondly, the company invested 13 billion in securing the spectrum in relation to 4G services in Spain and Germany. Also the company, invested 18 billion on the company acquisitions in Spain and Germany. The company possess a strong record of conversion of revenues into free cash flow of around 6.7 billion since last five financial years (Vodafone.co.uk, 2018). Lastly, the company is effectively fulfilling its corporate social responsibilities by reducing the Greenhouse gas emissions by 67%. 



Market place of Vodafone 
Vodafone Group PLC is the second largest company providing telecommunication services worldwide. The company operates in around 150 countries across the world. Currently, 31 million customers across 10 countries rely on the services of Vodafone Group PLC (Vodafone.co.uk, 2018). The company is raising the bar in the customer service industry with 2100 new roles across UK. The market capitalisation is one of the best methods of measuring company’s place in the market. The company reported a decreased market capitalisation rate since last five financial years. From 85,120 million of market capital in 2013, the company reached to 74,212 million of market capital in 2018.

Major competitor of Vodafone
Vodafone Group PLC has a large number of competitors in the telecommunication industry across the globe. The main competitors of Vodafone Group PLC are China Mobile, Verizon, AT & T, Nippon, Softbank Telecom, Deutsche Telekom, China Telecom, America Movil, Xfinity, Telefonica, Bharti Airtel and Reliance Jio (Vodafone.co.uk, 2018). These companies give a strong competition to Vodafone Group PLC globally. The telecommunication industry has a strong competition due to the advancement in technology used. Companies are coming up with new strategies for providing better customer experiences. Vodafone Group PLC gives a tough competition to the twelve companies mentioned above globally (Vodafone.co.uk, 2018).
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Part b) Critical review of company’s financial performances
Calculation of ratios
	Calculation of current ratio

	Particulars
	2013
	2014
	2015
	2016
	2017

	Current assets
	23287
	24722
	19847
	31938
	25542

	Current liabilities
	31224
	25039
	28897
	41797
	30595

	Current Ratio = Current assets/Current liabilities
	0.745805
	0.98734
	0.686819
	0.764122
	0.834842


Table 1: Calculation of current ratio
(Source: Created by author)

	Calculation of Quick ratio

	Particulars
	2013
	2014
	2015
	2016
	2017

	Quick assets
	22837
	24281
	19365
	31222
	24966

	Quick liabilities
	31224
	25039
	28897
	41797
	30595

	Quick Ratio = Quick assets/quick Liabilities
	0.731393
	0.969727
	0.670139
	0.746991
	0.816016


Table 2: Calculation of quick ratio
(Source: Created by author)

	Calculation of Gross Profit ratio

	Particulars
	2013
	2014
	2015
	2016
	2017

	Gross Profit
	13940
	10404
	11345
	13210
	13230

	Sales
	44445
	38346
	42227
	49810
	47631

	100
	 
	 
	 
	 
	 

	Gross Profit ratio= gross profit/sales*100
	31.36461
	27.1319
	26.8667
	26.52078
	27.77603


Table 3: Calculation of gross profit ratio
(Source: Created by author)

	Calculation of Net Profit ratio

	Particulars
	2013
	2014
	2015
	2016
	2017

	Net Profit
	6477
	1967
	-3913
	1320
	3725

	Sales
	44445
	38346
	42227
	49810
	47631

	100
	 
	 
	 
	 
	 

	Net profit ratio = Net profit/sales*100
	14.57307
	5.129609
	-9.26658
	2.65007
	7.820537


Table 7: Calculation of net profit ratio
(Source: Created by author)

	Calculation of Return on Assets

	Particulars
	2013
	2014
	2015
	2016
	2017

	Net income
	44445
	38346
	42227
	49810
	47631

	Total Assets
	142698
	121840
	122573
	169107
	154684

	Return On Assets = Net Income/Total Assets
	31.1462
	31.47242
	34.45049
	29.45472
	30.79245


Table 8: Calculation of return on assets
(Source: Created by author)

	Calculation of Return on equity

	Particulars
	2013
	2014
	2015
	2016
	2017

	Net Income
	44445
	38346
	42227
	49810
	47631

	Shareholders Equity
	72488
	71781
	67733
	85136
	73719

	Return on Equity = Net Income/ shareholders equity
	61.3136
	53.42082
	62.34332
	58.50639
	64.61157


Table 9: Calculation of return on equity
(Source: Created by author)

	Calculation of debt to equity ratio

	Particulars
	2013
	2014
	2015
	2016
	2017

	Debt
	26958
	13700
	22271
	36915
	31169

	Equity
	72488
	71781
	67733
	85136
	73719

	Debt to equity ratio = Debt/equity
	37.1896
	19.08583
	32.88058
	43.36004
	42.28082


Table 10: Calculation of debt to equity ratio
(Source: Created by author)

	Calculation of Net working Capital ratio

	Particulars
	2013
	2014
	2015
	2016
	2017

	Current Assets
	23287
	24722
	19847
	31938
	25542

	Current liabilities
	31224
	25039
	28897
	41797
	30595

	Working Capital = Current assets-current liabilities
	-7937
	-317
	-9050
	-9859
	-5053


Table 11: Calculation of net working capital ratio
(Source: Created by author)



	Calculation of Inventory turnover ratio

	Particulars
	2013
	2014
	2015
	2016
	2017

	Cost of goods sold
	30505
	27942
	30882
	36713
	34576

	Average inventory
	450
	468
	462
	646
	716

	Inventory Turnover ratio = Cost of goods sold/ average inventory
	67.78889
	59.70513
	66.84416
	56.83127
	48.2905


Table 12: Calculation of inventory turnover ratio
(Source: Created by author)

	Calculation of Assets turnover ratio

	Particulars
	2013
	2014
	2015
	2016
	2017

	Net sales
	44445
	38346
	42227
	49810
	47631

	Total Assets
	142698
	121840
	122573
	169107
	154684

	Assets turnover ratio = Net sales/ Total Assets
	31.1462
	31.47242
	34.45049
	29.45472
	30.79245


Table 13: Calculation of assets turnover ratio
(Source: Created by author)#

	Calculation of debt to capital ratio

	Particulars
	2013
	2014
	2015
	2016
	2017

	Debt
	26958
	13700
	22271
	36915
	31169

	Total capital
	142698
	121840
	122573
	169107
	154684

	Debt to total Capital = Debt/ Total Capital
	0.188916
	0.112443
	0.181696
	0.218294
	0.201501


Table 14: Calculation of debt to capital ratio
(Source: Created by author)

	Calculation of Accounts receivable ratio

	Particulars
	2013
	2014
	2015
	2016
	2017

	Sales
	44445
	38346
	42227
	49810
	47631

	Accounts Receivables
	9412
	3270
	4865
	11561
	9861

	Accounts Receivables = sales/accounts receivables
	4.722163
	11.72661
	8.679753
	4.308451
	4.83024


Table 15: Calculation of accounts receivable ratio
(Source: Created by author)



Analysis of ratios
Current ratio 
Current ratio of the firm measures the liquidity position of the organisation.According to Jirapornet al. (2014), the amount of current assets that are present in the organisation to pay off the current liabilities of the organisation is termed as the current ratio. The current ratio of Vodafone is showing a mixed trend of 0.74 in 2013 to 0.98 in 2014 (Vodafone.co.uk, 2018). The current ratio further increases to 0.83 in the year 2017. The ideal ratio of 2:1 is not achieved in any of the years. This indicates that not much of the current assets are available (Vodafone.co.uk, 2018).

Quick ratio
The quick ratio is an extension of the current ratio. In the calculation of the quick further removes the less liquid assets like inventories from the current asset. As influenced by Kothariet al. (2015), the liquidity position is measured by quick ratio. The quick ratio of Vodafone is decent enough. The ratio increases from 0.73 in 2013 to 0.969 in 2014. It then falls down to 0.67 in 2015 and 0.74 in 2016 (Vodafone.co.uk, 2018). The liquidity position of the firm requires more attention of the managers.

Gross profit ratio
The gross profit ratio of a firm measures the amount of direct profits that are earned in an organisation. According to Baños-Caballeroet al. (2014), the direct expenses of the organisation are removed from the sales revenue earned by the organisation to determine the gross profit. The gross profit ratio of Vodafone PLC is showing a decreasing trend. The gross profit for the year 2013 is 31.36 which decrease to 27.13% in 2014; it further decreases to 26.8667% in 2015 (Vodafone.co.uk, 2018). The direct costs of the organisation must be reduced to generate more amounts of profits. 

Net profit ratio
The net profit ratio of a firm is the amount of real profits that are generated in a business. The net profits are calculated after removing the indirect costs of the firm. In calculating the net profit the indirect costs like selling and distribution expenses, office expenses and others are removed (Philippon, 2015). Net profits for Vodafone PLC are decreasing down the years. It falls from 14.57% in 2013 to 7.82% in 2017 (Vodafone.co.uk, 2018). The indirect costs of the organisation seem to be escalating the costs of the total organisation.

Return on assets
Return on assets of a firm measures the amount of efficiency of the organisation. As influenced by Lins et al. (2017), the return on assets shows the capacity of the firm to generate profits for the organisation from the use of the assets of the organisation. Vodafone PLC seems to be pretty much efficient in this. The ratio exhibits the increasing trend for return on assets. It increases from 31.146% in 2013 to 31.47% in 2014, moving further to 34.45% in 2015 (Vodafone.co.uk, 2018). However, it falls down to 24.54% in 2016 and 30.79% in 2017 (Vodafone.co.uk, 2018). This indicates that the firm should use the assets more efficiently.

Return on equity
Return on equity is a measurement of the efficiency of the organisation.  According to Bergeret al. (2016), the amount of capital that the shareholders contribute shows the equity capital of the firm. The return on equity indicates the capability of organisations to raise the amount of profits for the firm from the amount of money put into business by the shareholders (Lins et al. 2017). The return on equity for Vodafone PLC indicates a good efficiency position for it. It increases from 61.31% in 2013 to 62.34% in 2015, further increasing upto 64.61% in 2017 (Vodafone.co.uk, 2018). The amount of capital that is being invested into the business by the shareholders are being used up by the managers in a well defined manner. 

Debt to equity ratio
Debt to equity ratio of a firm measures the gearing position for an organisation. as influenced by Zolfaniet al. (2018), generally the amount of debt as compared to the equity represents the amount of borrowed capital to owned capital in an organisation. The debt to equity ratio shows a mixed trend for Vodafone PLC. The ratio decreases from 37.18% in 2013 to 19.08% in 2014 (Vodafone.co.uk, 2018). However, it increases in the year 2015 to 32.88% and further to 43.36% in 2016 (Vodafone.co.uk, 2018). This indicates higher amount of borrowed capital than owned capital. 

Net working capital ratio
Working capital of an organisation is the amount of excess current assets over the current liabilities of the organisation. According to KHANet al. (2016), working capital is essentially required by the managers for the daily activities of an organisation. Working capital also indicates the efficiency position of a firm. The working capital in case of Vodafone PLC indicates a negative amount. For each year the current liabilities are in excess of the current assets. It however decreases from 7937 in 2013 to 317 in 2014 (Vodafone.co.uk, 2018). The excess of current liabilities over current assets are indicating the insufficient amounts of current assets possessed by Vodafone PLC in the operating business. 

Inventory ratio
Inventory turnover ratio of an organisation shows the capacity of the organisation to use of the inventory. According to Massonet al. (2016), the inventories are an essential part of measuring the efficiency position of the organisation. How well the raw materials are converted into finished goods by an organisation is indicated by the inventory turnover ratio. The inventory turnover ratio for Vodafone PLC is decreasing from 2013 to 2017. The ratio is 67.78% in 2013, falling down to 59.70% in 2014 and 42.29% in 2017 (Vodafone.co.uk, 2018). This indicates that the firm needs to manage its inventory well to maintain high levels of profitability

Assets turnover ratio
Assets turnover ratio indicates the efficiency position for a firm. Based on the views of Shukla and Roopa (2017), the amount of revenues that are generated by an organization by using up the assets is termed as the assets turnover ratio. The assets turnover ratio for Vodafone PLC has a mixed trend. It increases from 31.16% in 2013 to 31.47% in 2014, further rising upto 34.45% in 2015. After this, there is a decline in the ratio to 29.45% in 2016 (Vodafone.co.uk, 2018). The decreasing trend indicates that Vodafone PLC must use up assets in a manner so as to generate higher amount of profits in the firm. Better management of assets are required by the managers of Vodafone PLC.



Accounts receivable ratio
Accounts receivable ratio indicates the efficiency of the organisation to generate profits by using up the assets of the firm. As influenced by Massonet al. (2016), account receivables takes into account the debtors and accounts receivables along with the sales made in a firm. The accounts receivables ratio of Vodafone PLC indicates an almost consistent ratio of around 4%. The ratio is 4.72% in 2013 which moves up to 11.72% in 2014. However, it comes down to 8.67% in 2015 and 4.30% in 2016 (Vodafone.co.uk, 2018). The efficiency of the organization in collecting the funds from the customers is defined by this ratio. Low ratios benefit the organisation indicating quick generation of money from the customers (Philippon, 2015).

Debt to capital ratio
Debt to capital ratio is a measurement of the gearing position for an organisation. According to Schaeck and Cihák (2014), the total capital of the organisation can be broken down into debt and equity. Generally higher amounts of equity indicate a better position for firms. The debt to capital ratio is increasing for Vodafone PLC, indicating that higher amounts of debt are included in the total capital structure. The debts ratio increases from 0.188% in 2013 to 0.181% in 2015 (Vodafone.co.uk, 2018). The firm should look out for various other ways of sourcing capital in the firm.

Comparison to competitors
Vodafone PLC faces stiff competition from various telecommunication companies. The major competitor for Vodafone is Verizon communications and AT&T PLC.

Liquidity position
The current ratio of Verizon is constantly around 1:1 for the years 2013 to 2017. This indicates that the liquidity position of Verizon is same as that of Vodafone PLC. The quick ratio however for Verizon shows better data as compared to Vodafone PLC. The availability of more quick assets in the firm has made Verizon gain an advantage over Vodafone PLC. The quick ratios are 2.46, 0.90, 0.52, 0.67 and 0.77 respectively for the years 2013 to 2017 for Verizon (Verizon.com, 2018). There are sufficient amount of liquid assets available to the organisation for settling off the current liabilities of the organisation. The liquidity position of AT&T is less than that of Vodafone PLC. The current ratio of AT&T is 0.66 in 2013 as compared to 0.74 for Vodafone (att.com, 2018). This indicates that the liquid assets of Vodafone PLC are being managed well when compared to their competitors. The overall liquidity position of the telecommunication industry implies better liquid position of Vodafone in the industry average.

Profitability position
The profitability position of Vodafone PLC is better as compared to the Verizon PLC. This is indicated by the amount of net profits that are generated by Vodafone is higher than that of Verizon. The Net profit ratio for Verizon in the year 2013 is 9.54% as compared to 14.5% for Vodafone (Verizon.com, 2018). The profitability is also visible from the gross profit that Vodafone PLC earns. The return on assets ratio shows 31.14% in 2013 for Vodafone in comparison to 4.61% in 2013 for Verizon (Verizon.com, 2018). The return on equity position indicates that Verizon PLC manages better funds as compared to Vodafone PLC. the return on equity shows 91.74% as managed by Verizon in the year 2017 as compared to 64.61% for Vodafone (Verizon.com, 2018). When AT&T is compared in terms of profitability, the net profit margin is declining. It decreases from 14.17% in 2013 to 7.92% in 2016 (att.com, 2018). In comparison to its competitors, Vodafone needs to put in more efforts to increase its profitability position.

Efficiency position
The inventory turnover ratio for Vodafone PLC indicates better performance as compared to Verizon PLC. The inventory turnover ratio is 67.78% in 2013 for Vodafone as compared to 37% for Verizon in the same year (Verizon.com, 2018). This means the efficiency of Vodafone in collecting money from their customers are much better than that of Verizon PLC. The accounts receivables for Verizon PLC is 4.54 in 2013, 6.02 in 2014, 5.50 in 2015, 7.17 in 2016 and 9.14 in 2017 as compared to 4.722 in 2013, 11.72 in 2014, 8.67 in 2015, 4.30 in 2016 and 4.83 in 2017 (Verizon.com, 2018). In terms of efficiency, the return on assets of AT&T indicates a declining trend, 3.84 in 2015 to 3.22 in 2016 (att.com, 2018).  The position of Vodafone is better in terms of efficiency of managers. It implies that the managers of Vodafone are better using up the assets of the organisation for the purpose of generating profits for the organisation. Also, the return on equity indicates that the shareholders are being paid sufficient amount of cash on the money paid by them into the business (Baños-Caballero et al. 2014).

Gearing position
Gearing position of an organisation indicates the amount of debts in the total capital structure of an organisation. According to Lins et al. (2017), generally less amount of debt capital in comparison to equity is considered to be better for organisations. The gearing position of Verizon PLC is better as compared to Vodafone PLC. the debt equity ratio for Verizon is 4.68 in 2016 as compared to 43.36 in Vodafone for 2016(Verizon.com, 2018). The highly geared capital structure of Vodafone makes it less in terms of equity capital owned by Vodafone. The amount of debts in capital structure of AT&T is 29.50 as compared to 30.54 of equity in the year 2015, this implies highly geared up position of AT&T (att.com, 2018). Vodafone PLC should ensure the sourcing of funds from the various equity sources like equity and preference shares. The gearing position of Vodafone PLC should be supportive enough of the revenues that are generated by the firm.

Recommendations
· It needs to properly maintain proper amount of current assets in the organisation. The current liabilities of the organization are higher than the current assets (Vodafone.co.uk, 2018).
· It needs to keep a check on the amount of debts that are held in the organisation. The debt to equity ratio indicates higher amount of the debts in the capital structure. 
· It needs to maintain higher amount of sales in the current year. The gross profit ratio of the firm should be maintained at an efficient rate for the organisation (Vodafone.co.uk, 2018).
· It needs to maintain the higher levels of equity in the total capital structure of the organisations.
· It needs to proper levels of working capital in the firm.
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Part c) Using the investment appraisal techniques in evaluating the following projects

1. Calculating, evaluating and recommending:
Vodafone Group PLC has decided to take up a new project from two investment opportunities which includes Project A and Project B. The company wants to decide which the most profitable investment opportunity among the two is. Four investment appraisal techniques in evaluating both the projects have been calculated below.

i. Payback Period or PBP of the project
	Calculating Payback Period for Project A

	Year
	Expected cash flow (m)
	Cumulative Cash Flow (m)

	0
	-£                         60.00 
	-£                              60.00 

	1
	 £                           0.00   
	-£                              60.00 

	2
	 £                         30.00 
	-£                              30.00 

	3
	 £                         40.00 
	 £                              10.00 

	4
	 £                         20.00 
	 £                              30.00 

	Payback period = Cost of investment/ Annual net cash flow
	2 years


Table 16: Calculation of payback period for Project A
(Source: Created by author)

	Calculating Payback Period for Project B

	Year
	Expected cash flow (m)
	Cumulative Cash Flow (m)

	0
	-£                        100.00 
	-£                             100.00 

	1
	 £                          30.00 
	-£                               70.00 

	2
	 £                          30.00 
	-£                               40.00 

	3
	 £                          30.00 
	-£                               10.00 

	4
	 £                          55.00 
	 £                               45.00 

	Payback period = Cost of investment/ Annual net cash flow
	2.22 years


Table 17: Calculation of payback period for Project B
(Source: Created by author)
ii. Accounting Rate of Return or ARR of the project
	Calculating Accounting Rate of Return for Project A

	Particulars
	Amount (m)

	Inflow of year 1
	[bookmark: _GoBack]£                                        0.00   

	Inflow of year 2
	 £                                  30.00 

	Inflow of year 3
	 £                                  40.00 

	Inflow of year 4
	 £                                  20.00 

	Total
	 £                                  90.00 

	Less: Depreciation (60 - 0)
	 £                                       60.00

	Profit
	 £                                  30.00 

	Average annual profit
	 £                                    7.50 

	Average Investment
	£                                       30.00

	Accounting Rate of Return = (Average annual profit / Average Investment)
	                 0.25% 


Table 18: Calculation of accounting rate of return for Project A
(Source: Created by author)



	Calculating Accounting Rate of Return for Project B

	Particulars
	Amount (m)

	Inflow of year 1
	 £                                30.00 

	Inflow of year 2
	 £                                30.00 

	Inflow of year 3
	 £                                30.00 

	Inflow of year 4
	 £                                55.00 

	Total
	 £                              145.00 

	Less: Depreciation (100 - 0)
	 £                              100.00 

	Profit
	 £                                45.00 

	Average annual profit
	 £                                11.25 

	Average Investment
	 £                                25.00 

	Accounting Rate of Return = (Average annual profit / Average Investment)
	                                  0.45% 


Table 19: Calculation of accounting rate of return for Project B
(Source: Created by author)

iii. Internal Rate of Return or IRR of the project
It has been assumed that NPV is 0 for the calculation of IRR for both the projects.

IRR for Project A= 
NPV = Cash flow1 / (1 + IRR) + Cash flow2 / (1 + IRR)2 + Cash flow3 / (1 + IRR)3 + Cash flow4 / (1 + IRR)4
0 = 0 / (1+1RR) + 30 / (1 + IRR)2 + 40 / (1 + IRR)3 + 20 / (1 + IRR)4
IRR = 15.286%



IRR for Project B
NPV = Cash flow1 / (1 + IRR) + Cash flow2 / (1 + IRR)2 + Cash flow3 / (1 + IRR)3 + Cash flow4 / (1 + IRR)4
0 = 30 / (1+1RR) + 30 / (1 + IRR)2 + 30 / (1 + IRR)3 + 55 / (1 + IRR)4
14.975%

iv. Net Present Value or NPV of the project 

Net Present Value of project A
NPV = Cash flow1 / (1 + IRR) + Cash flow2 / (1 + IRR)2 + Cash flow3 / (1 + IRR)3 + Cash flow4 / (1 + IRR)4
NPV = 0 / (1+15.286%) + 30 / (1 + 15.286%)2 + 40 / (1 + 15.286%)3 + 20 / (1 + 15.286%)4
NPV = -690.07

Net Present Value of project B
NPV = Cash flow1 / (1 + IRR) + Cash flow2 / (1 + IRR)2 + Cash flow3 / (1 + IRR)3 + Cash flow4 / (1 + IRR)4
NPV = 0 / (1+14.975%) + 30 / (1 + 14.975%)2 + 40 / (1 + 14.975%)3 + 20 / (1 + 14.975%)4
NPV = -1,050.08

From the above calculation of investment appraisal techniques it can be said that the project A should be selected by Vodafone Group PLC. The decision needs to be made on the basis of below mentioned reasons:
· The payback period of Project A is less than that of Project B which shows that the company will earn back its investment in 2 years.
· The accounting rate of return of Project A is less than that of Project B which shows that the company will earn more in project A.
· The Internal rate of return Project A is more than that of Project B which shows that the company will earn more in project A.
· The net present value of Project A is more than that of Project B which shows that the company will earn more in project A.

2. Critically discussing advantages and disadvantages with non-financial factors affecting them 

i. Payback Period 
In view of Abor (2017), payback period is useful in evaluating capital projects which an organisation can take up. This method is advantageous on the basis of its simplicity. 
On the contrary, this method has certain drawbacks as it does not consider the time value of money. It also ignores the profit which a project will provide in future to the investor. This method also ignores the cash flows which a company receives after the calculated payback period (Alkhamis et al. 2017). The non-financial factor which affects this method includes time.

ii. Net Present Value
Net Present Value is the best and most important method of evaluating capital projects which an organisation can take up. This method takes into account the future value of an investment is worth less than the present value. This method tells the company whether it should take up the project on the basis of possibility of the investment. This method is advantageous as it considers the risks and cost of capital in forecasting the future (Almazan et al. 2017).
The key demerit of NPV is that the company have to make an assumption in relation to the firms cost of capital which can overstate or understate the future cash flow. The non-financial factor which affects this method includes value of time.

iii. Internal Rate of Return 
The Internal Rate of Return considers the time value of money which helps in evaluating capital projects which an organisation can take up which lacks in the accounting rate of return method (Zhang, 2017). 
The method has a drawback that it is calculated on the basis of impractical and implicit assumptions for reinvestment rates. The non-financial factor which affects this method includes firm’s efficiency.
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Conclusion
The finance consideration is an important one for managers. The management of funds are done effectively by the managers. These decisions require the proper administration and generation of funds across the various sources. Financial management is integrated across the other functions of management like accounting, economics, production and others. The profit maximisation goal of organisation is necessarily undertaken by the managers along with the wealth maximisation of the shareholders. The different financial statements are prepared to understand and analyse the concept of funds generation and accumulation by the managers. The managers of Vodafone PLC must focus on maintaining higher levels of profitability for the years to come. The liquidity position of the company also demands some amount of attention on the part of the managers.
[bookmark: _Toc532204375]
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