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Executive Summary
This paper aims to outline the key facts about the London based pharmaceutical company, AstraZeneca. It financially analyses the key profitability, liquidity, gearing and efficiency ratios of the company. A SWOT analysis also has been performed on the company. AstraZeneca’s competitors have been analysed for the financial metrics of 2019. Two new projects for AstraZeneca has been analysed and for that purpose an NPV, ARR and Payback period analysis has been conducted. The advantages and disadvantages of each method have also been outlined.
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[bookmark: _Toc59874300]Introduction
	In the United Kingdom, about 73,000 people were specifically employed by the pharmaceutical sector, adding £8.4 billion to UK GDP in 2007 and spending a total of £3.9 billion in R&D. Exports of medicinal items from the United Kingdom contributed to £14.6 billion in 2007, generating a trade imbalance of £4.3 billion for pharmaceutical products.
UK Pharmacy jobs in 2017 is 73,000 relatives equivalent to 114,000 in Germany in 2015, 92,000 in France in 2014 and 723,000 in the European Union as a whole. As of 2016, there were 281,440 employees employed in the pharmaceutical sector in the United States.
Headquartered in the United Kingdom, GlaxoSmithKline and AstraZeneca are the fifth and sixth biggest pharmaceutical firms in the country, determined by market share in 2009. International firms with a strong presence in the UK pharmaceutical sector include Pfizer, Novartis, Hoffmann-La Roche and Eisai. One in five of the world's largest-selling generic medicines has been made in the United Kingdom.
[bookmark: _Toc59874301]About the Company
AstraZeneca plc is a British-Swedish multinational pharmaceutical and biopharmaceutical firm headquartered in Cambridge, England. AstraZeneca supplies a variety of medicines for worldwide disease regions, including cancer, liver, urinary tract, infection, contagious and inflammatory drugs. The Swedish branch of the company, AstraZeneca AB, is a subsidiary of AstraZeneca plc (Astrazeneca.com 2020).
The business was established in 1999 through the combination of Astra AB of Sweden and Zeneca Group of the United Kingdom (itself formed by the demerger of the pharmaceutical operations of Imperial Chemical Industries in 1993). It is one of the major pharmaceutical businesses in the world since the merger and has made a variety of strategic acquisitions, including Cambridge Antibody Technology (2006), MedImmune (2007), Spirogen (2013) and Definiens (2013) (by MedImmune in 2014). Three regional hubs were involved in study and development activities: Cambridge, England; Maryland, USA; Gothenburg, Sweden; and Gaithersburg.
As part of the FTSE 100 Ranking, AstraZeneca is primarily listed on the London Stock Exchange. It has Nasdaq, the Indian National Stock Exchange, the Bombay Stock Exchange, and the Swedish OMX.
[bookmark: _Toc59874302]Coronavirus (COVID-19) response
	In March 2020, the corporation revealed that it will contribute PPE, including 9 million face masks, to help fund numerous international health agencies in the prevention of the COVID-19 pandemic.
Chief Executive Pascal Soriot announced in April that GlaxoSmithKline and Cambridge University had partnered with the organisation to set up a new laboratory capable of performing 30,000 COVID-19 studies per day. The business has also released plans for a clinical study to examine the possible application of Calquence in COVID-19 treatment.
In June 2020, the National Institute of Allergy and Infectious Diseases (NIAID) reported that the third step of research on new vaccines by Oxford University and AstraZeneca will begin in July 2020. One of them, AZD122222, has completed phase III trials (Astrazeneca.com 2020).
Oxford University/AstraZeneca announced a promising study of coronavirus vaccination on 23 November 2020 to keep 70 per cent of patients from experiencing symptoms. Researchers conclude that by tweaking the dosage, the number may be as high as 90%.
[bookmark: _Toc59874303]Business Strategy
AstraZeneca is one of the world's largest makers of prescription goods. It has a broad variety of goods for global disease areas under its marketing combination commodity line which has multiple labels under it. The AstraZeneca medication Tremelimumab has been approved as an orphan drug for the management of a condition known as mesothelioma in the USA. The main divisions of the business are the Healthcare Segment that produces and sells prescription drugs and the Clinical Research Segment that offers clinical trial facilities for pharmaceutical products to its community companies. 
Cost containment is all that this pharmaceutical firm has tried to expand its market base. But more is expected for the same as overhead management, experience cost savings, avoidance of marginal consumer accounts, etc., and the target has been effectively accomplished. AstraZeneca frequently takes into consideration the prices of pharmaceutical drugs sustained during R&D. 
The headquarters of AstraZeneca are in London, England and the headquarters of Research and Production are in Warsaw, Poland. The other R&D offices are in Cambridge, Maryland, USA, and MoIndal, Sweden. At more than 100 locations in India, the business has extensive clinical operations. It has an In-house Global Technology Centre (GTC) in Chennai, India, which provides the company's worldwide activities with numerous allied facilities. Medicines and goods from AstraZeneca are accessible at all leading hospitals and clinics. 
AstraZeneca, by advertisement and naming, offers its visibility a tonne of value. It does not market its goods as other FMCG firms, because it is a pharmacy brand. It organises numerous meetings, workshops, conferences including physicians, NGOs, government bodies, etc., promoting a good message regarding its goods. The brand is often marketed by written advertising showcasing the company's successful business and R&D activities.
[bookmark: _Toc59874304]Recent news and acquisitions
	The British pharmaceutical company AstraZeneca, which is finalising the Covid-19 vaccine, said it was purchasing $39 billion from the US biotech firm Alexion to improve its immunology work. Alexion has developed itself as a pioneer in supplement biology, offering life-changing advantages to uncommon disorder patients, Pascal Soriot, chief executive of AstraZeneca, said in a statement unveiling the year's biggest transaction in the pharmaceutical industry. The cash-and-stock offer, which prices Alexion at $175 a share, has been accepted by both boards, a 45% premium to the trading price of the Boston-based firm. Soriot has driven the company into profitable treatments such as cancer therapy since taking the reins at AstraZeneca in 2012, and the Alexion purchase would give it more heft in fields such as managing blood disorders. AstraZeneca has developed a successful Covid-19 vaccine along with researchers from the University of Oxford, which the UK government aims to use as the lynchpin of its inoculation campaign, after first rolling out another Pfizer/BioNTech vaccine (Hindustan Times 2020). However, following questions regarding the initial study performance, clearance of the AstraZeneca/Oxford medication was kept up. In a science journal, the UK partners become the first Covid-19 vaccine makers to report final-stage clinical trial results, clearing a crucial obstacle. The latest merger is scheduled to complete in the third quarter of 2021, and 15 percent of the merged business will be held by Alexion shareholders.
[bookmark: _Toc59874305]Financial Performance
	AstraZeneca, with respect to total revenue was up 10% to $24,384 million at the real exchange rate (up 13% at CER), with product revenues worth $23,565 million (up 12%; 15% at CER) plus partnership income of $819 million (down 21 percent; 20 percent at CER). Net Cash Flow from operating activities was up 13% at actual rate of exchange to $2,969 million.
[image: ]
Figure 1: Total Revenue
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Figure 2: Net cash flow from operating activities
	The reported operating profit was down 14% at actual rate of exchange to $2,924 million (down 16% at CER). Core operating profit was up 13% at actual rate of exchange to $6,436 million (up 13% at CER).
[image: ]
Figure 3: The reported operating profit
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Figure 4: Core operating profit
	In terms of earning per share (EPS), reported EPS was down 40% at actual rate of exchange to $1.03 (down 44% at CER) and the core EPS was up 1% at actual rate of exchange to $3.50 (0% at CER).
[image: ]
Figure 5: Reported EPS
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Figure 6: Core EPS
[bookmark: _Toc59874306]Key Financial Ratios
	Profitability ratios are a category of accounting measures utilised over time to measure the ability of a company to receive profits, using statistics from a given span of time, compared to its sales, operational expenses, balance sheet assets, or equity. Getting a higher valuation than the prior cycle with such profitability levels equivalent to the rival ratio or equal to the same ratio suggests that the business is performing well. Profitability ratios are more relevant than comparable firms, the company's own experience, or traditional ratios for the company's field. It will also not be beneficial to match the retailer's fourth quarter gross profit margin with the first quarter gross profit margin, because they are not strictly equivalent. The calculation of the profit margin of the fourth quarter of a company with a profit margin of the fourth quarter of the previous year can be much more insightful. The year-on-year profitability ratio of the gross profit margin improved from 2018 to 2019, but the net profit margin and the EBITDA margin fell year-on-year as AstraZeneca increased its spending in capital assets and the costs of research and development.
	Profitability ratio
	
	

	
	2019
	2018

	Gross Profit Margin
	79.82%
	77.66%

	Net Profit Margin
	5.03%
	9.28%

	EBITDA Margin
	27.42%
	32.32%


Source: (Uk.finance.yahoo.com 2020)
	Liquidity ratios are a crucial class of financial indicators used to calculate the ability of the debtor to redeem unpaid debts without raising external capital. Liquidity ratios quantify the willingness of a business to pay financial protection liabilities by measuring metrics such as the current ratio, the accelerated ratio, and the operating cash flow ratio. Present creditors are assessed against liquid assets in order to determine the coverage of short-term obligations in the case of an emergency. Liquidity is the power to turn money into currency rapidly and easily. Liquidity levels are more valuable when they are used in equivalent cases. It could be internal or external to this study. Alternatively, external research means determining the liquidity levels of one company to another or the economy as a whole. This detail allows to compare the competitive position of the organisation in terms of its competitiveness and to set benchmark targets. Liquidity ratio analysis would not be as useful when looking at businesses as various industries need different methods of funding. Liquidity level analysis is less successful in evaluating companies of varying sizes in various geographic areas. The year-on-year liquidity ratio of the capital ratio improved marginally from 2018 to 2019, however the net profit margin and the EBITDA margin fell year-on-year as AstraZeneca increased its spending in fixed assets and the research and development expenses triggered cash outflows and the liquidation of short-term securities. There has also been a sudden surge in short-term debt related to short-term funding.
	Liquidity ratio
	
	

	
	2019
	2018

	Current Ratio
	85.90%
	95.70%

	Quick Ratio
	68.28%
	77.96%

	Cash Ratio
	34.11%
	34.09%


 Source: (Uk.finance.yahoo.com 2020)
The gearing ratio is a financial ratio that compares the loans or funds lent by the company with the equity of any form of holders (or capital). Gearing is an indicator of the financial leverage of the company, reflecting the extent to which the operations of the organisation are supported by the funds of the owner and the savings of the borrower. The gearing ratio is a metric of financial leverage that shows the extent to which the activities of a company are funded through equity funding versus debt financing. Higher gearing means that a firm has a higher degree of financial leverage and is more prone to macro and market cycle downturns. This is because companies having greater leverage have higher debt ratios relative to shareholders' equity. Entities with a strong gearing ratio have higher debt-to-service ratios, whereas entities with smaller gearing ratio calculations have more equity potential to benefit on. Gearing ratios are effective in both internal and external classes. Financial companies use the estimates for the gearing ratio when determining whether to issue loans. In addition, loan agreements can enable businesses to operate with stated guidelines on the measurement of appropriate gearing ratios. Alternatively, internal researchers utilise gearing ratios to analyse potential cash and debt flows. The gearing ratio of the debt-to-equity ratio and the debt-to-equity ratio declined on a year-on-year basis, suggesting that the debt-to-equity ratio of the firm decreased as the equity amount increased. This is expressed in the rise in the equity level. This is a positive sign for the firm, as it shows that the company has been able to reduce its leverage and raise its market capitalisation.
	Gearing ratio
	
	

	
	2019
	2018

	Debt to Equity Ratio
	1.34
	1.53

	Equity ratio
	0.43
	0.39

	Debt Ratio
	0.57
	0.61


Source: (Uk.finance.yahoo.com 2020)
The efficiency ratio is usually used to calculate how effectively a business uses its assets and obligations in-house. The productivity ratio can be used to determine the turnover of receivables, the redemption of loans, the amount and utilisation of equity, and the general use of inventories and services. This ratio may also be used to monitor and calculate the success of commercial and investment banks. Researchers use output ratios, generally known as operation ratios, to calculate the reliability of a company's short-term or current results. Many of these calculations utilise figures to quantify the company's activities in the net assets or liabilities of the organisation. The productivity ratio tests the willingness of a company to utilise its properties to produce revenue. For example, the productivity ratio also looks at multiple market factors, such as the length of time it takes to get currency from customers or the amount of time it takes to turn inventory to cash. This makes efficiency ratios significant, as improving efficiency ratios typically leads to higher profitability. In the same region, these ratios may be extended to rivals and can differentiate between well-managed firms and others. A variety of typical productivity ratios are receivable turnover, fixed asset turnover, stock income, gross operating capital revenue, sales accounts payable and stock turnover ratios. Analysis using the productivity ratios reveals that the inventory turnover ratio and the fixed asset turnover ratio are falling, whereas the asset turnover ratio is growing from 2018 to 2019. This is attributed to a rise in sales in the year 2019 relative to 2018. The inventory taken by AstraZeneca has declined along with a rise in the cost of products produced, which is comparable to the increase in sales in 2019.
	Efficiency Ratio
	
	

	
	2019
	2018

	Inventory Turnover 
	1.54
	1.71

	Fixed Asset Turnover
	2.93
	2.98

	Asset Turnover
	0.40
	0.36


Source: (Uk.finance.yahoo.com 2020)
[bookmark: _Toc59874307]SWOT analysis
The SWOT analysis of AstraZeneca analyses the brand/strengths, company's shortcomings, prospects & dangers. In the AstraZeneca SWOT Analysis, the benefits and weaknesses are the inner factors, whereas the external variables are opportunities and threats. SWOT Analysis is a proven management framework that aims to compare the company and performance with its competitors and competition for a brand such as AstraZeneca. As of 2020, AstraZeneca is one of the best brands in the pharma and healthcare industry.
Strengths
Rapid strategic thinking & streamlined processing of due diligence
Strong presence in developing markets in trade and R&D
Present in over 100 countries where over 60,000 citizens are working
Strong R&D investment with a committed 11,000+ R&D squad
Ten products with worldwide revenue of $1 billion
Cancer, digestive, gastrointestinal, infection, neuroscience, respiratory and inflammatory medications are part of the product portfolio.
Weakness
As in the case of Caftan, it was impacted by the medication scarcity problem.
Discontinuation of goods impacts output
Patent-related court cases and price concerns impact picture
Opportunities
Creation of the COVID-19 vaccine
It will harness its powerful presence in emerging markets.
Growing value of the demand for biosimilars
Growing the ageing population globally
Threats
Their blockbuster medication Seroquel faces the challenge of knockoff generic drugs
Stringent guidance on drug production
Competition for effective medicines
[bookmark: _Toc59874308]Competitor Analysis
	AstraZeneca plc is in the pharmaceutical sector and has a wide array of competitors. The competitors considered for analysis purposes are Amgen, Genetec, Pfizer, Gilead Sciences. The price to earnings ratio, price to sales ratio, price to book value ratio, Enterprise value to Revenue ratio and Enterprise Value to EBITDA ratio have been analysed. It can be seen that if an average of all the ratios is taken to find the industry average ratios, the ratios for AstraZeneca trumps all the ratio as it is higher than all the average industry ratios. Hence, this indicates that AstraZeneca has overperformed with respect to its peers.	
	Competitor Analysis
	
	
	
	
	

	
	
	
	
	
	

	
	P/E
	P/S
	P/BV
	EV/Revenue
	EV/EBITDA

	Amgen
	18.43
	5.32
	12.17
	6.20
	12.25

	Genetec
	15.11
	0.78
	2.24
	0.56
	7.37

	Pfizer
	24.50
	4.31
	3.21
	5.39
	13.58

	Gilead Sciences
	58.67
	3.20
	4.24
	3.39
	12.36

	Average
	29.18
	3.40
	5.47
	3.89
	11.39

	
	
	
	
	
	

	AstraZeneca plc
	39.52
	3.81
	807.75
	4.49
	15.07


Source: (Uk.finance.yahoo.com 2020)


[bookmark: _Toc59874309]Recommendation
In the one side, there is an acknowledgment that when AZN was going through a time of patent expiry on its key products, in the absence of innovative drugs to take their position, there will be a related reduction in profitability and cash flows. The timing of this time of recession, on the other side, was well established, and preparation for these developments could have begun sooner, with the first phase being the retention of cash and the termination of all equity buy-backs since 2008, and now the rebasing of the dividend five years early, as the share price was increasing.
As demonstrated by the significant mismatch (over-statement) within both the core EPS of AZN and the operating cash flow per share, the covering-up of earnings from statutory to core utilising non-GAAP steps will produce misleading results from our brief forensic financial review.
Much attention is focused on the R&D pipeline from an empirical point of view but not enough time spent on forensic analysis of the accounts. Analysts do therefore not necessarily embrace the company's 'guidance' figures and always provide reports that are '... in accordance with standards...'. Analysts should not be hesitant to propose more suitable options to clients based on their own, consistent accounting methodology, facilitating clear contrasts between peer groups and shaping consensus.
[bookmark: _Toc59874310]New Project Analysis
	AstraZeneca has been researching the prospects for a range of new investment opportunities. The cash flow details of two promising projects (which are mutually exclusive) are given below:

Year Projected Cash Flows (£m) 
Year                 A                           B
	0
	-85
	-90

	1
	10
	25

	2
	20
	30

	3
	40
	35

	4
	55
	40


Assuming that the company’s cost of capital is currently at 10.5 percent. Assuming that all cash flows arise at year ends and straight-line depreciation is used over the life of the project with zero scrap value. Upon conducting investment appraisal techniques such as the Payback Period (PBP), Accounting Rate of Return (ARR) and the Net Present Value (NPV) the following figures for Project A and B are created.
	Company A
	
	
	

	
	
	
	

	1. Payback period
	
	3.27
	years

	
	
	
	

	2. ARR =
	
	36.76%
	

	
	
	
	

	3. NPV =
	
	 £                    6.97 
	



	Company B
	
	
	

	
	
	
	

	1. Payback period 
	
	3
	years

	
	
	
	

	2. ARR =
	
	36.11%
	

	
	
	
	

	3. NPV =
	
	 £                    9.96 
	



	Project B is a better option to invest in for AstraZeneca than Project A as the payback period is less. The payback period is the time required to recover the initial investment, it is considered lesser the better hence, Project B deems to be a better investment. The accounting rate of return is the average profits over initial investment. It is higher the better hence, Project A is better off using this metric. However, the difference between the accounting rate of return between the two projects is negligible. Net present value is the increase in the shareholder’s wealth that arises from taking up a particular project. Hence, since, AstraZeneca’s goal is to increase shareholder’s wealth, a greater NPV is preferred. Hence, by having a higher NPV, Project B is a better investment. Thus, overall, from the analysis, it can be concluded that Project B is a better investment for AstraZeneca.
	The payback mechanism helps to reveal an investment's payback period. The payback period (PBP) is the length (number of years) it takes to compensate the cash flows of income from a specified project with the initial investment. For the shortest payback period when a CFO faces a choice, he will prefer the project.
The rewards of the period of the pay-out are as follows:
The technique needs very little feedback and is relatively simpler to quantify than other ways of capital budgeting. All you need is the project's initial expense and annual cash gains to measure the payback time. Since the same inputs are still used for other approaches, more conclusions are also required. For example, the number of moneys utilised by such strategies allows administrators to make certain decisions.
The payback time is vital detail that has not been found by any other way of budgeting for capital. Typically, a proposal with a shorter pay-back time also has a lower probability. Such recognition is particularly essential for small businesses with minimal resources.
The payback approach is particularly effective in economies that are volatile or are undergoing drastic technological shifts. This volatility renders it impossible to forecast projected annual cash inflows. Thus, the usage and execution of short PBP ventures tends to minimise the risks of obsolescence failure.
The restriction of the time of payment is as follows:
This is one of the key disadvantages of the payback cycle, which lacks the very simple economic theory of time worth of capital. The money obtained earlier is worth more than that which comes later because of the ability to achieve additional benefit, as per the definition of the time value of the earnings, whether it is reinvested. This will not be recognised by the PBP method, thus distorting the true essence of the cash flows. There is a solution here. It will have the Discounted Payback Time, which would mitigate this downside.
The instalment package only allows cash deposits to be taken into consideration before recovering the original expenditure. The cash balances that would arrive in later years are not taken into account. Such a limited vision of cash flows could cause you to ignore a project that could produce lucrative cash flows in years to come.
 The mode of payment is so straightforward that it does not take into account conventional business factors. Financial assets are typically not all one-time purchases. Rather, in the years to come, these ventures also need more expenditure. Often programmes typically require periodic cash inflows.
 A project with a shorter payback time would not mean that it will be successful. What if the cash flows from the project cease or decline during the payback process during the payback period? In both situations, the scheme can become unworkable before the payback process is finished. The return on investment of the Neglects project, certain businesses expect their capital investment to give them a return that is far over a certain rate of return. Otherwise, the plan may have been repealed. However, the payback plan lacks the cost of the project's return.
The Accounting Return Rate (ARR) is a formula that represents the overall rate of return on expenditure or commodity relative to the initial investment cost. In order to derive the percentage or return that can be projected over the lifespan of the asset or associated undertaking, the ARR method splits the average profits of the asset by the company's initial investment. The time value of money or cash flows shall not be regarded by ARR, which can be an integral part of the activity of a business.
The accounting rate of return is a capital budgeting measure that is helpful if you want to easily determine the feasibility of your expenditure. In specific, businesses use ARR to evaluate multiple undertakings in order to assess the estimated expense of the return of each effort or to help compromise on an undertaking or transaction. ARR considerations, such as depreciation, have been related to the project's future annual costs. Depreciation is a beneficial depreciation agreement that annually extends or expends the cost of the capital good over the usable life of the commodity. This makes it possible for the organisation, also in its first year of operation, to make a profit from the asset.
The advantages of accounting for the cost of return are:
Like the payback duration, it's really easy to measure and fast to learn. Net gains or reductions have been considered for the entire economic existence of the enterprise.
The definition of net profits, i.e., profit after tax and depreciation, is thereby defined. This is a central consideration in the determination of the investment plan.
This approach enables the evaluation of a potential product programme for a cost savings plan or other active initiatives.
The approach provides a strong impression of the viability of the plan.
The accounting principle of benefit for the calculation of the cost of return is taken into consideration from this approach alone. In addition, the accounting benefit can be easily determined from the financial reports
Because they are very involved in return on investment, this strategy addresses the needs of shareholders.
This method is helpful for evaluating the company's recent results.
The disadvantages of the accounting return norm are as follows:
The results are separate if one calculates the ROI and the other calculates the ARR. This is an obstacle for decision-making.
There is no time element of the methodology. The main drawback of the average return approach for choosing alternate uses of the funds is the lack of the importance of the funds over the time.
A reasonable return on yield cannot be calculated on the basis of the ARR. That is the discretion of the leadership.
This approach does not consider external variables that also influence the sustainability of the proposal.
It does not cause capital inflows that are more relevant than accounting earnings to be taken into consideration.
Discounts the period in which revenues are received so that it can be inferred that the rate of return of 20 per cent in 10 years is higher than the rate of return of 18 per cent in 6 years. This is not sufficient since the danger involved with the prolonged length of the project is higher.
This approach cannot be used in cases when half of the project expenses are to be paid.
This approach does not consider the life cycle of many investments. However, when taking over the life-cycle of the investment, total profits are measured. As a consequence, the overall spending or initial investment will be the same if the investment has a life period of 4 years or 6 years.
Assessment of programmes where support is distributed in two or three instalments over different periods is not beneficial.
Net Present Value is the plurality of discounted cash flow methods utilised in capital budgeting to assess the feasibility of a project or cost (NPV). NPV is the gap between the actual value of currency inflows and the present value of capital outflows for a span of time. Cash flows are lowered to the present valuation using the appropriate rate of return. A positive NPV suggests a successful rebound and a poor NPV reveals a low recovery (Ardalan 2012).
Perks with net present value are as follows:
Unlike IRR, it makes sense to use NPV because it does not presume that IRR cash flows will be reinvested, which is almost unlikely. When are the cash funds reinvested at the return price of the project? Reinvesting cash funds from the IRR will mean that you contribute cash flows from the project back to the economy at a cost equivalent to the project's rate of return. You will locate some fund that costs the same price as the reinvestment plan. Oh, yeah, it's really intense, very tough (Berkovitch and Israel 2004).
NPV shall take into account each and every cash flow you know. It is not the payback period remedy or the discounted payback period alternative that lacks cash profits beyond the payback period.
If you happen to choose one of the various programmes, NPV would be a strong indicator of profitability. If you use IRR for mutually exclusive activities, you might end up choosing small projects of higher IRR and short-term nature to the disadvantage of long-term (long-term value development is nice for shareholders) and higher NPV projects.
Discount rates are used for the estimation of NPV; this approach takes into consideration the probability of project execution (business risk, financial risk, operational risk).
The disadvantages to Net present value are:
 It can be impossible to determine the expense of the incentive. This cost of opportunity is highly valued in the initial outlay. The outcome would also be skewed by underestimating the original expenditure.
The Corporate Finance Committee could have difficulties deciding the pace at which cash flows could be discounted. A organisation does not use WACC as an estimation, but should use the project return cost as a discount factor, such that higher or lower NPVs will contribute to an incorrect estimate. Knowledge that a high-risk project cannot be discounted at its capital expense, but at the required rate of return. Managers are always too optimistic about the success of the project, and since the Corporate Finance Committee would sit with the managers to take into account the economic condition of the project, the cash flows assumed may be too big. As a consequence, there could be an upward tendency in this method.
Short-term ventures with higher NPV will not raise the company's Earnings per Share, Stock Return. EPS and ROE are what can raise the worth of shareholders. Short-term ventures with a higher NPV will not perform favourably for shareholders.
Resource rationing is if you don't have access to infinite money, but inside the capital expenditure, you have to pick programmes. Today, it would not be acceptable for a mutually exclusive project to equate the NPV of projects needing a particular sum of funding.
A few scholars have shone some light on the non-financial dimensions of budgeting for money. In his analysis of 115 CFOs, for example, Shimon (1995) noticed that non-financial strategies play a significant role in project assessment. Similarly, 77 percent of businesses indicated that while quantitative influences are influential, qualitative variables still affect the investment decision, Petty, Scott and Bird (1975) reported. They also observed that the legal aspect, accompanied by reputation and environmental obligation, was the most significant qualitative factor influencing investment judgement. Freemen (1973) also noticed in a U.S. study that 97 percent of respondent businesses agreed to have accepted investment proposals on qualitative grounds for which denial was recommended by quantitative evaluation techniques.
There is no literature available on the position of non-financial considerations in financial evaluation, which, on the other hand, often bear more weight than the so-called investment valuation financial criteria. We also assume that, if not properly treated, non-financial investment valuation considerations can not only contribute to the particular project loss, but can even adversely influence the very sustainability of a business enterprise.
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