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[bookmark: _Toc522964140]Section A: Financial Analysis
[bookmark: _Toc522964141]Introduction

Tim Farrow is the wealthy investor who has been the client of wealth Management Company World Wealth management. It is evident from the case analysis that he is  willing to buy quality stocks for investment purpose in UK travel and leisure industry. This is the reason that he has chosen two stocks, which are William Hill Plc and Paddy Power Betfair Plc. It is useful that before investing in any stocks the fundamentals of the company is taken into consideration as an important determinant. In addition, the financial fundamentals of the company need to be analyzed with the help of financial ratio. It is important that the financial ration is to be found out for the comprehensive understanding of the company. 
This study portrays the comprehensive financial  analysis of the company. The financial analysis is found out with the help of profitability, liquidity, working capital, efficiency, inventory management, asset utilization and the investor’s ratio. It is essential that all the rations are evaluated from the different perspectives and all the rations are calculated from the available data from the financial statements of the organizations for the last 3 years. Moreover, the share price movement and the amount of dividends payable to the shareholders of William Hill Plc and Paddy Power Betfair Plc is needed for the comprehensive financial analysis to be done.
Introduction to William Hill Plc
William Hill Plc Plc is established in the year 1934.It is one of the most trusted companies operating in the UK market and they are attracting millions of customers over the world now. They have the employee strength of around 16,000 people in 8 countries. William Hill would like to innovate to bring our customers engaging ways to bet and game. It could be in betting shops, sports books in their online or mobile devices. They do 90 percent of their businesses in UK. This is a highly innovative industry and is one of the largest companies in gambling. The company is investing in their own people, product and marketing to provide the customers a great experience. It is a listed company in London Stock Exchange. The head office of this company is located in Republic of Ireland and in Gibralter. The business is hugely spreading now in UK and it is quarter of the total betting industry of UK. 

Introduction to Paddy Power Betfair Plc
Paddy Power betfair Plc is developed in 2016. It is the international, multi channel and sports betting and gaming operator. It operates now in four divisions, which includes the retail, online, Australia and in US. It has the merger of Paddy power, which holds around 52 percent of the shares, and the Betfair owns the remaining amount of shares. This company has the workforce of around 7500 employees. In Ireland and in UK the company has around 500 retail outlets. There is also the opportunity for the betters to play online. There are licensed sports bets are to be done by this company in Australia. The types of brads, which are linked with Paddy Power betfair Plc, are the Paddy Power, Betfair, TVG and Sportsbet.
[bookmark: _Toc512017332][bookmark: _Toc522964142]Analysis of the Share Price movement of William Hill plc:
In this area, the share price of William Hill has been laid below for the period of 16 April 2015 to 16th April 2018. 
[image: ]
It is clearly evident from the above figure which depicts the share price movement of William Hill Plc that the share price has beenvery volatile. The share declined form the period of may 2015 to August 2016 from £400 levels to £250 levels. It is then there is a  sudden surge in valuation to achieve the £300 levels. Thereafter there is slow decline in the share price to again £250 levels till the October 2017. After the period of October 2017, the share price of the company again rose to £350 levels  which is almost 40% jump in valuation. Therefore it is evident that the share price has been highly volatile in the last 3 years period. 

[bookmark: _Toc522964143]Evaluation of dividend payment history of William Hill Plc
The dividend payment history of the company for the last 3 years is presented below for William Hill Plc: 
[image: ]
It is seen that company is providing dividends continuously in each and every financial year  to the shareholders of the company.  The dividend which is paid to the shareholders is in the form of interim and final dividend. Therefore for last 3 financial year the shareholder received 2 dividend in each of the last 3 financial year. The payment of continuous dividends indicates that the management is trying to distribute a part of the company profit to the shareholders in order to maintain good relationships with them and the company does not want to retail full profit for further expansion of the business. 
[bookmark: _Toc512017334][bookmark: _Toc522964144]Analysis of the Share Price movement of paddy Power Betfair Plc: 
The movement of share price from April 2016 to April 201r for  Paddy Power Betfair Plc is provided below
[image: ]
Paddy Power betfair Plc is the merger of Paddy Power and Betfair and the process was completed on Feb 2 2016. So the data for this company is found from Feb 2 2016. It is from the analysis of the share price of the company, it could be particularly observd that the share price  has reduced to a considerable extent over the last  2 financial years or so. The decline has started from April 2016 and continued till  July 2016 and the other lowering is seen from the period ranging from November 2017 to March 2018. So there has been a continuous decline in the share price of the company over the last 2 years.




[bookmark: _Toc522964145]Part A: Financial Analysis
[bookmark: _Toc522964146]Profitability Analysis
[bookmark: _Toc522964147]Evaluation of the revenue growth and gross profit margin of William Hill Plc and Paddy Power Betfair Plc:

It is seen that the revenue of the company, which is the William Hill Plc, has grown up on a regular basis over the past few years from £1590.9 million in 2015 to £1711.1 million in 2017. Therefore the  revenue of the company is increased by 7.9 percent in the preceding 3 financial year. There is seen an increase in the revenue of the company but the gross margin of the company has declined from 76.25 percent in 2015 to 74.75 percent in 2017. The main reason for its decline is due to the increase in the cost of sales to a huge amount. In addition, it is said that this is due to the increase in the operational cost for the generation of revenue, there is a reduction in the gross profit of the company by 1.5 percent over the last 3 financial year.
In comparison with William Hill Plc, the competitor Paddy Power Betfair Plc has increased its revenue to a huge extent from £1500.8 million in 2016 to £1754.4 million in 2017. So there is the growth in the revenue of this company to be taking place by 16.89 percent. The growth in the revenue takes place but there is a significant rise in the sales cost, which is reducing down the gross profit margin from 76.91 percent to 76.38 percent in 2017. 
It is analyzed from the financial analysis that both the book making companies has high cost of sales in the financial year 2017, which has reduced the gross profit margin in 2017.So the bookmaking  companies should be lowering the cost of sales through undertaking cost reduction strategies  for  enhancing the gross profit margin of the companies. 
[bookmark: _Toc522964148]Evaluation of PBIT margin of William Hill Plc and Paddy Power Betfair Plc

It is seen that the calculation of the Net Profit before Interest and Tax margin of William Hill Plc that the PBIT margin of the organization has lowered from 14.10 percent in 2015 to -2.55 percent in 2017. The reason is due to the negative margin in 2017 is due to the high operational costs in tune of £1336.8 million. This has reduced the PBIT and the tax margin of the company drastically. 
In comparison, it is seen that the PBIT margin of Paddy Power Betfair Plc has enhanced from 0.79 percent in 2016 to almost 14.06 percent in 2017. The reason is due to the huge increase in the sales revenue, which the company has evolved. 
[bookmark: _Toc522964149]Evaluation of liquidity of William Hill Plc and Paddy power Betfair Plc :
Liquidity Analysis is mainly done so as to assess the company’s potential to pay the short term obligations from the current assets . Therefore a firm with a good liquidity can effectively manage its business extremely well as repaying the important debtors of the company is essential for business continuation. In this case for assessing the liquidity of the company, the financial ratio of current ratio is considered for analysis of the liquidity of the book making companies. Current ratio will suffice as means to assess the liquidty of both the companies as inventories is not relevant for the company as these are book making and betting companies and hence there is no question of any sort of inventories. 
It is observed from the calculation of Current ratio (given in Appendix) of both the companies in context that William Hill Plc has a current ratio of less than 1 in all the year of 2017, 2016 and 2015 for which the current ratio is calculated. So it is clearly evident from the calculated values of the current ratio that the current asset of the company is way beyond lesser than the current liabilities which has resulted in lower current ratio. Therefore, it is critically important that William Hill Plc must focus on increasing current assets such as cash levels and cash equivalents which shall enable them to increase the current ratio value and most importantly resolving the liquidity issues that the company has been facing for last 3 financial years.
As compared against William Hill Plc, it is observed from the calculation of the current ratio of paddy Power Betfair plc that the company has current ratio value of more than 1 in 2017 with value standing at 1.12 and the same for the year 2016 is 0.99. So it is clearly evident that the company is comparatively better off than William Hill Plc in terms of liquidity. But still the company needs to improve the liquidity by increasing cash levels and reducing the outstanding short term debts and trade payables which shall enable them to improve the liquidity position further. 

[bookmark: _Toc522964150]Analysis of the Asset Utilization Ratio:
Paddy Power Betfair Plc and William  Hill Plc being  a bookmaking company is purely a service provider. Hence it is important for them to utilize the assets that they possess for generating sales and income through proper utilization of the resources. It is desirable for any companies to have a high fixed asset turnover which indicate that fact that the company is generating more sales from utilizing its fixed assets. It is observed from the calculation given in the Appendix section of the report that William Hill Plc has a fixed asset turnover of 7.48, 6.44 and 6.40 for financial year ending 2017, 2016 and 2015 respectively. In contrast to it, paddy Power Betfair Plc has a fixed asset turnover ratio of 12.86 in 2017 and 11.19 in 2016. Therefore, from the comparative analysis of the fixed asset turnover ratio it is clearly evident that Paddy Power Betfair Plc has enabled to generate better sales with respect to their Fixed assets as compared  to its competitor William Hill plc. 


[bookmark: _Toc522964151]Investor Ratios:

The ratio which are critically important to an investors of the company or the prospective shareholders or the current shareholders of the company are generally evaluated with the help of investor ratio. The some of the ratios which are important to the investors of the company or the prospective investor of the company are p/E ratio and  Dividend payout ratio. 
Analysis of P/E ratio:
[image: ]
It is particularly observed from the above table that the P/E of the company has been very high for William Hill plc as compared to that of Paddy Power Betfair Plc in 2017. Since P/E measures the price of the shares with respect to the earnings per share basis; it provides a aspect of valuation with respect to earnings. Therefore, it can be particularly analyzed from the P/E ratio  of William Hill that the company share price and hence the valuation is overpriced compared to that of Paddy power Betfair Plc. 







Dividend payout ratio:
The value of the dividend payout ratio is provided below;
[image: ]
It is evident from the dividend payout value of both the companies that William Hill has distributed only 46% of the profitability earned to the shareholders of the company. As copared to that Paddy Power Betfair plc has only distributed 77% of the profitability or retained earnings to the shareholders of the company. So Paddy Power Betfair has provided more dividend to the shareholders which indicate the fact that the company is not retaining profit and has no plans to use the profit for future use. But it could be also observed that both the companies has distributed a substantial amount of profit to their respective shareholders and investors indicating the fact that they want to keep the shareholders happy through distribution dividends and ensuring a higher return on investments. 
[bookmark: _Toc522964152]Part B
[bookmark: _Toc522964153]Recommendations of investment based on Tim risk appetite and results found from financial ratio analysis
It is recommended that Tim is a risk averse investor. So it is important to recommend a stock which would act as a better investment proposition having reduced amount of risk. It is evaluated from the probability ratio, it is analyzed that Paddy Power Betfair Plc has the better gross profit margin as compared with William Hill Plc it is  seen that the gross profit margin of William Hill PLC in the last year 2017 was 74.75 percent (Sharan 2015) . On the other hand, for Paddy power betfaiir Plc the gross profit margin for the firm is around 76.91 percent, which is slightly higher and better as compared to the former firm. In addition, it is also seen that the revenue, which is generated by William Hill Plc, is around £1711.1. On the other side when it is seen for Paddy Power Betfair Plc, the revenue generated is around 1754.40 in 2017. This indicates that Paddy Power betfaiir Plc has the higher amount of profit for which the revenue, which is generated, is also considered as high. 
In addition, the former organization also has a better PBIT margin in comparison with the William Hill Plc in 2017 it is seen that the PBIT margin of William Hill Plc is on the negative side that is -2.55. On the other hand in comparison with this company, Paddy Power betfaiir Plc has the net profit margin of around 14.06 which is very much high due to the high revenue generated by this firm (William Hill Plc. 2018). Hence, in the context of probability, Paddy power Betfair Plc compete with this company in the future. 
In terms of liquidity, it is evident from the financial analysis of liquidity; Paddy Power Betfair Plc has the better current ratio value that is indicating the good efficiency of the company. On the other hand, William hill Plc is struggling to have the good ration of liquidity as well. On the other hand in terms of the usage of assets it is rightly seen that Paddy Power Betfair Plc also has the better asset utilization in comparison with the William Hill Plc (Paddypowerbetfair 2018). It is also analyzed from the financial ratio analysis that the fixed asset utilization is nearly 2 times for Paddy Power Betfair Plc in comparison with the William Hill Plc for the financial year 2017. 
It is also seen from the investor’s ratio that the P/E of William Hill Plc is quite high which indicates that the share price have the high value for the firm. In addition, the dividend yield of Paddy power betfaiir Plc is also said to be better than the William Hill Plc. It is also evaluated that the dividend payout ratio of Paddy Power betfaiir Plc is much high at 78 percent in comparison with the 46 percent of William Hill Plc. This is indicating that the shareholders are getting higher rate of dividends from the profits made by the firm, which is the source of income for the shareholders. In addition, with the low P/E ratio for Paddy Power betfaiir Plc, it is seen that there is high chances of increase I the share value from the present price of the share. 
It is analyzed from the share price movement that the share price of both the companies in the  bookmaking sector are highly volatile and the stock value has been reduced in a significant manner in the last financial year. 
So it is seen that the consideration of all the factors which involves the share price movement and developing a comprehensive financial ratio analysis from the various perspectives like the profitability ratio, the investors ratio, the liquidity position of both the firms and the asset usage are the factors which influences Tim Farrow to invest in the firm. It is recommending for Tim Farrow that he should be investing mainly in Paddy power betfaiir Plc. The reason for investing in the stock of this firm is that this firm is a highly fundamental company and has the stock value of the firm is low. 






[bookmark: _Toc522964154]Section B: Investment Evaluation 
[bookmark: _Toc522964155]Depiction and Analysis of the Case Situation 

It is particularly observed from the case analysis that Patel Mintro as a owner of a manufacturing company is looking for new projects which will essentially provide some profit to him. The details of the two projects are given below;
Project A will require an initial investment of £160000 and has a useful life of 6 years and has a residual value of £20000. It is also evident that this project will fetch an annual cash flow of £45000 per year.
Project B will require an initial investment of £220000 and has a useful life of 6 years and has a residual value of £210000. It is also observed that this particular Project B will generate an annual cash flow of £60000. 
The cost of capital that is considered by Patel Mintro for both the project is 7%
[bookmark: _Toc522964156]Part a: Determination of the Payback Period and Net Present Value for the two projects:

Calculation of the payback period :
The Cash flow and the cumulative cash flow for both the Project A and Project B that Patel Mintro is looking for generating additional profit are provided below;
	 
	Cash Flows of Project A (in £)
	Cash Flows of Project B (in £)
	Cumulative Cash Flow of Project A (in £)
	Cumulative Cash Flow for Project B (in £)

	Initial Investment 
	-160000
	-220000
	-160000
	-220000

	Cash Flow at the end of Year 1
	45000
	60000
	-115000
	-160000

	Cash Flow at the end of Year 2
	45000
	60000
	-70000
	-100000

	Cash Flow at the end of Year 3
	45000
	60000
	-25000
	-40000

	Cash Flow at the end of Year 4
	45000
	60000
	20000
	20000

	Cash Flow at the end of Year 5
	45000
	60000
	65000
	80000

	Cash Flow at the end of Year 6
	45000
	60000
	110000
	140000



Payback Period for a project can be calculated by using the following formula;
Payback period =  X+(Y/Z)
Where,
X = Last period with negative cash flow
Y= Absolute value of the cumulative at the end of period X
Z= Total Cash Flow during  the period after A 
Payback Period of Project A that is considered by Patel Mintro 
Following  the same formula, the Payback Period of Project A is ;
=  3+ (25/45)
= 3.55 years 
Payback Period of Project B that is considered by Patel Mintro 
The payback period of Project B as per the above formula is ;
= 3+(40/60)
=3.66 years

Calculation of NPV of the two project that is considered by Patel Mintro:
The calculation of present valueCash flows  for cost of capital at 7% for  the manufacturing Project A and Project that is being considered by Patel Mintro for investment for generating additional profit is provided below in detail.  




	 
	Cash Flows of Project A
	Cash Flows of Project B
	PVIF at 7%
	Present Value of the Cash Flows of Project A
	Present Value of the Cash Flows of Project B

	Initial Investment 
	-160000
	-220000
	1
	-160000
	-220000

	Cash Flow at the end of Year 1
	45000
	60000
	0.9346
	42057
	56076

	Cash Flow at the end of Year 2
	45000
	60000
	0.8734
	39303
	52404

	Cash Flow at the end of Year 3
	45000
	60000
	0.8163
	36733.5
	48978

	Cash Flow at the end of Year 4
	45000
	60000
	0.7629
	34290
	45720

	Cash Flow at the end of Year 5
	45000
	60000
	0.713
	32085
	42780

	Cash Flow at the end of Year 6
	65000
	70000
	0.6663
	43309.5
	46641

	Total Net Present Value (in £)
	67778
	72599




The Net present value (NPV) can be calculated by using the following formula given below;
NPV = Present Value for year 1+ Present Value for year 2+ Present Value for year 3+ Present Value for year 4 +Present Value for year 5+ Present Value for year 6- (Initial investment)


Calculation of Net Present Value of Project A
NPV of Project A= 42057+39303+ 36733.5+34290+32085+43309 – (160000)
      = £67778
Calculation of Net Present Value of Project B

NPV of project B =56076+52404+48978+45720+42780+46641-(220000)
                             = £72599

[bookmark: _Toc522964157]Part b: Determination of Accounting Rate of Return 

The capital investment appraisal technique of Accounting Rate of Return is calculated by using  the formula given below;
Accounting Rate of Return (ARR) = Average Accounting Income / Initial Investment 
It is noteworthy to mention that in order to calculate the Average Accounting Income, we must calculate the annual depreciation (Bierman Jr, H. and Smidt, 2012). This annual depreciation must be deducted from the cash flow from each of the project that is being considered by Patel Mintro for arriving at the Accounting Annual income. 
Then, the Accounting Income is them divided by the number of useful life for which the income is generated for arriving at the Average Accounting Income. 

Calculation of Accounting Rate of Return of Project A considered by Patel Mintro for Investment 
Annual Depreciation of the Project = ( Initial Investment in the project – Salvage Value of the project)/ Useful Life of the Project 
Annual Depreciation of the Project A = (160000-20000)/6
                                                           = £23333.33

Therefore, the Accounting  Income  for each year for the useful periods of project A is given below;
	Period 
	Cash Flow from Project A (in £)
	Annual Depreciation(in £) 
	Accounting Income from Project A (in £)

	Cash Flow at End of Year 1 
	45000
	23333.33
	21666.67

	Cash Flow at End of Year 2
	45000
	23333.33
	21666.67

	Cash Flow at End of Year 3
	45000
	23333.33
	21666.67

	Cash Flow at End of Year 4
	45000
	23333.33
	21666.67

	Cash Flow at End of Year 5
	45000
	23333.33
	21666.67

	Cash Flow at End of Year 6
	65000
	23333.33
	41666.67



Average Accounting Income of Project A 
= £ (21666.67+21666.67+21666.67+21666.67+21666.67+41666.67)/6
=(150000.02/6)  = £ 25000
So, the Accounting Rate of Return of Project A
= Average Accounting Income / Initial Investment 
= 25000/160000
= 15.625%

Calculation of Accounting Rate of Return of Project B considered by Patel Mintro for Investment 
Annual Depreciation of the Project = ( Initial Investment in the project – Salvage Value of the project)/ Useful Life of the Project 
Annual Depreciation of the Project A = (220000-10000)/6
                                                           = £35000


	Period 
	Cash Flow From Project B (in £)
	Annual Depreciation of Project B (in £) 
	Accounting Income from Project B (in £)

	Cash Flow at End of Year 1 
	60000
	35000
	25000

	Cash Flow at End of Year 2
	60000
	35000
	25000

	Cash Flow at End of Year 3
	60000
	35000
	25000

	Cash Flow at End of Year 4
	60000
	35000
	25000

	Cash Flow at End of Year 5
	60000
	35000
	25000

	Cash Flow at End of Year 6
	70000
	35000
	35000




Average Accounting Income of Project B
= £ (25000+25000+25000+25000+  25000+ 35000 )/6
=(160000/6)  
= £ 26666.67
So, the Accounting Rate of Return of Project B
= Average Accounting Income / Initial Investment 
= 26666.67/ 220000
= 12.12%
[bookmark: _Toc522964158]Part C: Evaluating the Result of the above sections and recommending with reasons for which the project should be adopted

It is noteworthy to mention that from the calculation of various investment appraisal techniques has provided varied results for Project A and Project B that is being considered by the Patel Mintro owner of London based manufacturing firm. The calculation of payback period has revealed that the payback period of Project A is 3.55 years and the same for the project B is 3.66 years. So it can be rightly inferred from the result of payback period that project A has the ability to recover the initial investment in a much quicker manner than project B. 
But contrary to the fact, it is observed from the results of Net present Value (NPV) that Project A has a net Present value of £67778 and the NPV of Project B is £72599. So if we consider NPV as the decision making criteria for investment, it is imperative that Project B must be chosen for investment as it  is fetching higher net present value or in other words better in terms of  present value of the returns  from investment. 
On the other hand , it is observed from the calculation of Accounting Rate of Return that Accounting Rate of Return value for Project A is 15.625% and that for the Project B is 12.12. So if Accounting Rate of Return is considered as the decision criteria for investment , Patel intr must go ahead with project A.
So from the overall analysis, it is evident that the investment appraisal technique of Payback period and Accounting Rate of Return is fetching better result for Project A. On the other hand Net present value as a investment appraisal tool is fetching a better result for Project B as compared to that of project A. 
Recommendations: 
Net present value as a investment appraisal techniques helps to determine the net cash flows from a project in present terms considering the aspect of discounting. This is an important concept with respect to time value of money as value of future money is lesser than the today’s value. So it is appropriate to discount the future cash flows in present terms for arriving at conclusion. It is imperative to mention that other investment appraisal techniques such as Payback period and Accounting rate of return actually helps to provide the time required to recover the initial investment and percentage return expected from the investment but it does not essentially considers the aspect of time value of money. So for recommending the appropriate project based on the results of the investment appraisal technique, it is imperative to use the values of Net present Value (NPV) as it considers the aspects of time value of money. So it should be recommended that the Peter Mintro must go ahead with project B as it is fetching a better cash flows in present value terms with discounting the cash flows with 7% discount rate. Therefore, Peter Mintro must invest in the manufacturing project B which will fetch better returns. 






[bookmark: _Toc522964159]d) Critical Discussion of the Advantages and Shortcomings of Payback Period and Net present value as a method of evaluating investment projects: 

This section depicts the critical discussion of the various shortcomings and advantages of various investment appraisal techniques such as payback period and Net present value. The detailed discussion of the advantages and disadvantages are provided below;
Payback Period:
Advantages:
Payback period as a investment appraisal techniques helps to adjudge the time that is required for recovering the initial investment made in the project. (Weingartner, 2012).  So it provides with the investors the time that will be essentially required for recovering the investment. So it is a benefit to the investors as they could help to see the time at which the project will recover the investment. It is also essential to mention that it helps to negate projects with longer tenure of recovery of initial investment and also help to choose project with quick return time (Bhandari, 2009). 
Shortcomings of the payback period:
The basic shortcomings of payback period as an investment appraisal technique is that it does not considers time value of money concepts in its calculation (Lefley, 2017). So there is no requirement of any discounting the cash flows of the future time period. It is imperative to mention that discounting with appropriate discount rate must be done as it helps to make the future cash flows in present terms. Moreover, another important drawbacks of payback period is that this period does not takes into consideration of the cash flows that is after the inflextion point of the payback period So any potential cash flow after the payback period are completely ignored and hence the true potential of a projects with good cash flow at the later stage of the project is ignored. 


Net Present Value:
Advantages of NPV:
NPV is basically the net cash flows which is basically obtained by deducting the initial investment from the discounted cash flows from the project (Baroum, and Patterson, 2016). The foremost advantage of this technique is that this investment evaluation technique incorporates the aspect of time value of money into consideration. Another most important advantage of this technique of project evaluation is that this technique helps to obtain the cash flow in today’s term. 
Disadvantages of Net present Value:
The major disadvantage of net present value as a technique of investment appraisal is that it is very complex activity to perform the NPV calculation and hence it becomes very difficult for a layman investors to understand the concept of NPV (Titman, Wei, and Xie, 2014). Therefore, an investors has to completely rely on the recommendation of a financial experts In addition to it, the assumptions of discount rate is highly assumptive in nature and is indeed very difficult to estimate. Assuming a high discount rate or low discount rate can lead to investment in a lesser attractive project. 

[bookmark: _Toc522964160]Part e: The non financial factors that must be considered in investment appraisal process

The non financial factors are of paramount importance in investment appraisal. It is needful to mention that apart from the financial factors there are numerous non financial factor which must be considered for evaluation of project. Firstly, it is important to assess the various risk pertaining to the political environment and the economic environment where the project is going to be established. Political risk and economic risk is of paramount importance and therefore the extent of these risk factors must be assessed before hand (Cooremans, 2011).With a bad political environment, it is extremely difficult to conduct business and if there is high amount of economic risk such as bad growth in the economy, the expected return cannot be generated. This would significantly affect the cash flows and hence generating profitability from the project would be extremely difficult. 
Moreover, it is also important to assess the availability of required infrastructure where the project is planned to be established. Without proper infrastructure in place , the project may face hurdles in logistics issues with increased cost for logistics and transportation. Moreover, it is also important to assess availability of other infrastructural facilities such as availability of proper electricity, fuels, internet facilities and general market facilities  which a business generally consumes and extremely required for smooth running of business. 
It is also noteworthy to mention that existing governmental regulation for the particular type of establishment, legal and regulatory compliance that needed to be followed for the establishment of the project. If there compliance is too high for these factors, it is necessary that all the paper works and systems for compliance of the business must be effectively followed before establishment (Browne and Ryan, 2011). In addition to it, with stricter environmental regulation by the government, it is extremely necessary to make a appraisal of the extent of pollution that the business is going to create. So the required permission must be taken in advance for conducting the business so that it does not face any risk of closure or hefty penalties in future for non maintaining the pollution emission standards. 
Last but not the least, business required skilled resources and success of the business is highly dependent on the human resources. Therefore, it is require to assess the different skill set that would be required in the business (Bierman. and Smidt, 2012). Moreover, the business or the project that is going to be established must be assess the availability of human resources needed for the business. Otherwise, it has to undertake appropriate strategies and arrangement for making them available. 
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