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[bookmark: _Toc57306808]Introduction 
Financial management is the vital activity in any of the organization. It is the procedure of planning, organizing, controlling and managing financial resources with the opinion to achieve organizational goals and purposes. The organizations make use of financial management as it supports the business organization to make financial decisions and create guidelines for generating higher profits with lower costing (Brigham and Ehrhardt, 2013). It raises the wealth of shareholder’s and can manage business financial aspects. It offers information through reporting on financing. 
Considering the importance of financial management, the assignment will focus on the financial assessment techniques such as ratio analysis and providing evaluation on the ratios of organization. The report will give comparisons to competitors for ratio analysis of Vodafone along with future recommendations for improving financial management. The study will also provide understanding on the investment appraisal techniques in consideration with new investment opportunities in Vodafone.

[bookmark: _Toc57306809]Part A
[bookmark: _Toc57306810]Brief history of Vodafone
Vodafone is the British multinational telecommunications company came into evolution in 1982 with the establishment of Racal Strategic Radio Ltd subsidiary of Racal Electronics, the UK’s largest producer of military radio technology that forms the joint venture with Millicom known as ‘Racal’ that evolved into current Vodafone. The organization has long standing history and in the year 1997 it enters into the global world through 100th roaming agreement announcement. In 1999, Vodafone AirTouch is developed through merger with US group AirTouch Communications Inc and presently it stands in top 25 companies across world (Kumar, 2019). From the period 2000-2003 it has added value through entering into different projects. 
The organization business model includes all the elements such as key partners (investors, network operators, local mobile operators, content providers, sponsors, regulators, advertising agencies, partnership with Netflix), key activities (Marketing, content acquisition, network operation, traffic management, billing, procurement, R&D), value proposition (connectivity power, IoT, cloud and hosting services, wholesale services, zero-rating offers), customer relationships (toll free data, fully integrated solutions, mobile, social media, brand awareness and quality), customer segments (mass market, small & medium businesses, prepaid and postpaid connections, public sector, vertical markets), key resources, channels (branches, websites, shops, retailers, call centres, account management, social media, Vodafone money transfer), revenue streams (services fees, interconnection fees, subscription fees, IT solutions, wholesale services, sales of devices) and cost structure (networks, IT capabilities development and maintenance, customer service, infrastructure and network maintenance, licenses, energy, procurement, copyrights) (Osterwalder and Pigneur, 2010). 
The organization is spread across global market as its operations are also spread globally such as Africa, Middle East, America, Asia, Europe and Oceania. Vodafone global enterprises operates across 65 countries with Northern Europe based in London, UK, Central Europe, Southern Europe and Africa, Asia Pacific & Sub-Saharan Africa based in Singapore and Americas geographical divisions. The major competitors of Vodafone Group are Liberty Global, Orange, Telefonica, Telestra, AT&T, BT, Tata Communications, NTT, Telekom and Deutsche (Ireland, 2014).
In the recent years, Vodafone shares recently crashed by more than 5% and its vital European operations were declining continuously resulting into write off 6.6bn pound the value of the particular region and warn that next year profit will also fall. Further, group expects vital economic influence through Covid-19 in the markets in fiscal 2021 and said that they would not able to immune to challenges placed by pandemic as it shows the drastic change in pretax profit for year 2020. Recently, organization also enters into merger with Vodafone India and Idea cellular to develop the largest telecom organization with 408 million active subscribers and market share in terms of revenue is 32.2% (Raju and Madhuri, 2020). 
Vodafone Group also faces the recent criticisms and legal issues related to tax avoidance, poor customer service, breaching consumer protection rules, communication blackout, unlimited cost of roaming, surveillance infrastructure and scam investigation. It is been observed that facing various legal issues and reduction in profits, Vodafone has made the recent strategic change in order to take up the opportunities presented with them. The adoption of IoT as the market has been grown up at 13.1% CAGR from 2015 and it is estimated to be continued till 2021. The focus on strategic partnership is consistent to enter strategically into global partnerships or merger in order to expand their offerings and geographical presence (Johnson, 2018). The change is towards entering into emerging market as it has wider potential and acceptance. 

[bookmark: _Toc57306811]Part B
[bookmark: _Toc57306812]Calculation of key financial ratios for past five years of Vodafone Group
Profitability ratios
Profitability ratios are the metrics that examine the ability of the organization in order to generate income in relation to its revenue, operating costs, balance sheet or shareholder’s equity. This ratio’s reflects how efficient the organization Vodafone generates the shareholders value and profit. The calculation of four main ratios will be done such as gross profit ratio, operating profit ratio, net profit ratio and return on capital employed ratio (Chandra, 2011). It means these ratios sows how well the organization makes the assets use in order to generate profitability and develop shareholders value. 
	Profitability ratios
	2015
	2016
	2017
	2018
	2019

	Gross profit ratio = Gross profit / net sales * 100
	26.8667
	25.71938
	27.40862
	29.63217
	30.93024

	Operating profit ratio = Earnings before tax and interest / net sales * 100
	2.593128
	-1.09584
	5.861729
	8.32707
	-5.98406

	Net profit ratio = Net profit / net sales * 100
	4.658157
	3.36075
	7.820537
	9.231067
	-2.1779

	Return on capital employed = Earnings before tax and interest / Capital employed
	0.011689
	-0.00448
	0.0225
	0.03298
	-0.02227



Liquidity ratios
Liquidity ratios calculate the ability of the organization for paying the debts liabilities and its safety margin through metrics calculation. The higher liquidity ratio shows that Vodafone is highly rich in cash. It includes two ratios such as current ratio and quick ratio in which high current ratio shows that organization is highly competent of repayment of its short term debts (Babalola and Abiola, 2013).  
	Liquidity ratios
	2015
	2016
	2017
	2018
	2019

	Current ratio = Current assets / current liabilities
	0.686819
	0.842761
	0.834842
	0.861053
	1.560044

	Quick ratio = Current assets – Inventory / current liabilities 
	0.670139
	0.825842
	0.816016
	0.840321
	1.532069



Gearing ratios
Gearing ratio or solvency ratio can be referred as the type of ratio that is applied for evaluating whether the organization is solvent and capable well enough to pay its debts liabilities. It include debt equity ratio that calculates the organization leverage (Lin et.al. 2011). The ideal ratio is 2:1 for the organization.  
	Gearing ratios
	2015
	2016
	2017
	2018
	2019

	Debt equity ratio = Total debt / total equity 
	0.80965
	0.986318
	1.097682
	1.122393
	1.251746



Efficiency ratios
Efficiency ratios or turnover ratios are applied for determining how efficiently the assets and liabilities of the organization has been applied for the objective of generating profits. It includes three types of ratios such as fixed asset turnover ratio that shows firm efficiency to use fixed assets in order to generate revenue. The next is inventory turnover ratio that means organization ability to manage the speed of the firm in converting its stock into sales revenue (Asmi, 2014). The last is receivable turnover ratio that shows the efficiency of the firm in collecting or recognizing its account receivables. 
	Efficiency ratios
	2015
	2016
	2017
	2018
	2019

	Fixed asset turnover ratio = Net sales / Fixed assets
	0.411064
	0.388116
	0.425478
	0.432575
	0.422809

	Inventory turnover ratio = cost of goods sold / inventory
	64.07054
	53.86726
	60.02778
	56.40448
	42.2409

	Receivable turnover ratio = net sales / debtors 
	5.243636
	4.482332
	4.83024
	4.668772
	3.582116


[bookmark: _Toc57306813]Critical evaluation of the ratios calculated
It is important to have the critical evaluation of the ratios in order to know the actual position of the organization along with considering areas of the improvements. The evaluation is presented below:-
In case of profitability ratio, gross profit ratio shows the significant increases in the percentage of profit from 26% to 30% around. In the last five years the Vodafone is able to increase its gross profit margin by 4%. It is been critically evaluated that gross profit margin results in comparing the development over the time that supports in figuring out the speed of development of corporate (Serghiescu and Văidean, 2014). However, it is passive indicator of general standing of the Vodafone. Operating profit ratio of the firm shows the inconsistency and even returns of margins in the year 2016 and 2019. Only in the year 2018, it had shown 8% operating margin after deduction of all the expenses but not deducting the taxes and interest. It is critically evaluated that this ratio had shown that there is problem in basic operations of Vodafone. However, the Vodafone cannot be completely relying on the results of this ratio. The organization has high expenses in comparison to the firm generating sales revenue. 
The next is net profit ratio that has shown the increase in profit margin but up to the year 2018, in the year 2019 it has faced the negative profits and it is due to high expenses the firm is incurring in comparison to the sales it is generating. It critically reflects that this ratio is conclusive but at the same time it fails to compare around different industries. The last is return on capital employed ratio reflects that the firm is facing the negative return that shows that Vodafone is unable to earn the positive return on the amount of capital invested (Gibson, 2012). It is evaluated critically that this ratio shows Vodafone to judge the management performance but at the same time it did not shows the market value of the assets. 
In case of liquidity ratios, the current ratio indicates the stability in the year 2019 as current assets were more than current liabilities. It is evaluated that this ratio shows the management efficiency, but it can be impacted through change in inventory valuation method (Saleem and Rehman, 2011). Further, the ratio generated is generally acceptable in year 2019 but in year 2015 to 2018 is it is lower that might shows the sign of high risk of default. 
The next is quick ratio that also reflects the same results as of current ratio. In the year 2019, the Vodafone has more quick assets in comparison to current liabilities. The acceptable ratio is 1:1 that shows every dollar of current assets is available to pay off every dollar of current liability. But it is critically evaluated that it did not take into account the time frame of payments (Adedeji, 2014). However, considering the present position of the Vodafone they are capable to pay off the debts with the quick assets presented. 
In case of gearing ratio, debt equity ratio of the organization shows the positive signs till the year 2018 as till that period the total debts of the Vodafone were less than total equity of the firm but in the year 2019 the total debts of the firm rises in comparison to the equity that is not the good sign for the Vodafone. It is critically examined that this ratio shows the risk indication along with residual profit indication (Adedeji, 2014). However, this ratio did not reflect multiple variants and is only industry specific as the ratio varies from one industry to another. 
In case of efficiency ratio, fixed asset turnover ratio shows the stable sales revenue and stable fixed assets due to which ratio also not varying highly. But in comparison to the industry average the ratio is low that implies ineffective use of assets of the company and it needs to make the efforts to increase its asset turnover ratio to make maximum use of its assets. Further, it is evaluated critically that this ratio makes the comparison simple for the investors and supports in planning for sale and investment of asset (Asmi, 2014). But it does not consider the profitability into the account. 
Inventory turnover ratio seems to be high in the period 2017 and low in 2019. The high turnover is the good indication for the Vodafone as it reflects that organization has low average inventories. However, it is also analysed that higher inventory ratio is neither good nor bad as it depends on the company real situation (Drake and Fabozzi, 2012). The last is receivable turnover ratio that is low in the year 2019 and high is in year 2015. The Vodafone is not showing good indication by showing low receivables ratio as it shows that collection practices are not working correctly. 
[bookmark: _Toc57306814]Comparisons to major competitors
The comparison of Vodafone can be done with two other companies such as BT Group and Telstra. For making the comparison the ratios are to be calculated for the other two organizations also for the last five years. 
Gross profit ratio
	Gross profit ratio
	2015
	2016
	2017
	2018
	2019

	Vodafone
	26.8667
	25.71938
	27.40862
	29.63217
	30.93024

	BT Group
	18.93366
	19.13767
	13.16183
	14.25199
	14.60219

	Telstra
	54.77847
	52.57613
	49.82509
	47.59749
	42.92331


It can be seen from gross profit ratio table that the highest profit is earned by the Telstra in comparison to the other two organizations. The lowest gross margin of profit is seen in BT group that shows that cost of goods sold are higher than in comparison to the sales of the business. It is observed that Vodafone is making efforts to slowly increase their gross profit ratio, but the other two competitors of Vodafone have reduced their margin ratio. However, from all the three organizations in telecommunication industry the Telstra is working highly efficient and Vodafone has to look on the competitor’s move to increase their margin of ratio accordingly by making change in their strategies and operations in order to increase profitability. 
Operating profit ratio
	Operating profit ratio

	2015
	2016
	2017
	2018
	2019

	Vodafone
	2.593128
	-1.09584
	5.861729
	8.32707
	-5.98406

	BT Group
	14.28651
	15.29034
	9.78306
	11.02727
	11.37955

	Telstra
	25.98471
	24.35259
	23.98032
	22.15645
	14.65616


From the above operating profit ratio, the Telstra is performing better in comparison to other two organizations. However, Telstra has also seen the profit margin ratio reduction but still they are competent enough and generating reasonable profits. Here, it is important for the Vodafone to increase its profit margin at least to sustain in market as in 2019 they are facing negative operating profits. 
Net profit ratio
	Net profit ratio
	2015
	2016
	2017
	2018
	2019

	Vodafone
	4.658157
	3.36075
	7.820537
	9.231067
	-2.1779

	BT Group
	11.44813
	12.97076
	7.929515
	8.565527
	9.215469

	Telstra
	16.17995
	22.57342
	13.63943
	12.33314
	7.72827


The net profit ratio of both the competitors as seen to be reasonable after deducting of all the expenses and taxes. However, Telstra and Vodafone have seen the reduction in the profits and the major reduction of profit ratio is seen in Vodafone as it turns into negative in 2019. If comparison is done BT Group is performing consistently as it is maintaining profit ratio through their efforts. Vodafone has to make the higher efforts in order to comeback and make sufficient profits. 
Return on capital employed
	Return on capital employed
	2015
	2016
	2017
	2018
	2019

	Vodafone
	0.011689
	-0.00448
	0.0225
	0.03298
	-0.02227

	BT Group
	0.132648
	0.092831
	0.074856
	0.080105
	0.072673

	Telstra
	0.209246
	0.185055
	0.189179
	0.168749
	0.11206


In making the comparison, Telstra has been performing effectively as they are able to generate profits before tax and interest on the capital employed by the firm. The Vodafone has shown the drastic reduction in the year 2019 as they are earning negative profits on the amount of capital employed. BT Group is also earning fewer profits in comparison to the investments made. Overall, all the three organizations in the year 2019 has seen reduction in the ratio which they need improvements further. 
Current ratio
	Current ratio
	2015
	2016
	2017
	2018
	2019

	Vodafone
	0.686819
	0.842761
	0.834842
	0.861053
	1.560044

	BT Group
	0.959231
	0.759901
	0.639935
	0.819735
	1.08769

	Telstra
	0.857424
	1.016543
	0.858391
	0.829824
	0.764472


Current ratio shows the proportion of current liabilities made on current assets of the organization. It is analysed that the ratio which arising to be more than 1 can be considered as sustainable one. In case of Telstra organization, the current assets are seeming to be very less in comparison to current liabilities. But Vodafone has more current assets in 2019 in contrast to current liabilities and same is the case with BT Group as well. The organizations need to make the efforts to increase their current assets in order to maintain smooth operations of working capital. 
Quick ratio
	Quick ratio
	2015
	2016
	2017
	2018
	2019

	Vodafone
	0.670139
	0.825842
	0.816016
	0.840321
	1.532069

	BT Group
	0.947791
	0.743769
	0.619527
	0.796269
	1.049261

	Telstra
	0.797023
	0.955921
	0.760891
	0.773819
	0.717576


The quick ratio indicates the immediate availability of cash in case the firm is in need of liquidity. Vodafone has shown the improvements in current asset due to which they are able to increase their ratio. The same is with BT Group as well. Telstra needs to manage their efficiency in working capital in order to bring improvement in their ratio. 
Debt equity ratio
	Debt equity ratio
	2015
	2016
	2017
	2018
	2019

	Vodafone
	0.80965
	0.986318
	1.097682
	1.122393
	1.251746

	BT Group
	1.446854
	1.590762
	1.862993
	3.322672
	3.55267

	Telstra
	1.787388
	1.721192
	1.89375
	1.92243
	1.931108


The high debt equity ratio shows organizations are unable to pay debtors and might cause into financial distress. Low debt equity ratio shows over dependency on equity to finance the business that can be expensive and ineffective as well. In case of Vodafone in 2015, the organization has very low ratio reflecting high dependency on equity but slowly they made improvements. It can be analysed that BT Group has high debt ratio that shows lot of debt is applied to finance the growth but supports in earning profits. 
Fixed asset turnover ratio
	Fixed asset turnover ratio
	2015
	2016
	2017
	2018
	2019

	Vodafone
	0.411064
	0.388116
	0.425478
	0.432575
	0.422809

	BT Group
	0.911711
	0.552385
	0.67786
	0.687763
	0.653628

	Telstra
	0.777386
	0.763301
	0.759038
	0.729489
	0.715836


This ratio shows how much sales can firm generate with making efficient use of fixed assets. It is analysed that Telstra is performing better in comparison to other two organizations as they are generating better sales on the fixed asset placed in the firm. However, all the firms with respect of this ratio are not performing too weak. 
Inventory turnover ratio
	Inventory turnover ratio
	2015
	2016
	2017
	2018
	2019

	Vodafone
	64.07054
	53.86726
	60.02778
	56.40448
	42.2409

	BT Group
	150.8404
	79.64021
	87.87225
	82.6569
	54.21951

	Telstra
	23.96741
	22.06104
	14.6159
	27.53049
	32.1808


This ratio indicates the cost of goods sold in comparison to the inventory remaining in the current assets. In case of BT Group, the lowest inventory in stock is seen in year 2015 due to which high ratio is indicated which also indicates the strong sales or insufficient inventory. Vodafone has moderate ratio neither too high nor too low that shows that they are able to maintain sales with having sufficient inventory in stock as well. In case of Telstra the low inventory ratio is seen that shows organization has weak sales and possible excess inventory in stock. 
Receivable turnover ratio
	Receivable turnover ratio
	2015
	2016
	2017
	2018
	2019

	Vodafone
	5.243636
	4.482332
	4.83024
	4.668772
	3.582116

	BT Group
	5.765999
	4.735139
	6.23886
	5.915795
	7.280881

	Telstra
	5.51218
	5.469918
	4.757315
	4.625626
	4.684533


This ratio shows how the organization is effective in extending credit along with collecting debts. The high ratio is seen in BT Group in comparison to other two organizations that show that they are more efficient and has good quality of customers that gives the debts immediately. It also reflects that BT Group works more on cash basis. In this case, Vodafone has to make improvements as they are giving more credit to their customers and even slowly recovering debts from them. 
[bookmark: _Toc57306815]Recommendation on how to improve financial management 
On the basis of above comparisons, it is recommended to the Vodafone to highly work on its profitability ratios as they are earning the negative returns. For increasing gross profit ratio focus on reducing cost of operations so that more sales revenue is left with company that increases gross profit ratio (Madura, 2020). It is also recommended to lower down their operating expenses and other expenses in comparison to the sales the Vodafone is generating or if the expenses are continuing to same, it is recommended to make efforts for increasing sales revenue so that they can slowly recover and at least return back to positive return. The profitability can also be increased through reduction of inventory and it is recommended to the Vodafone to remove the products or services that are unprofitable for the firm. Considering such points, Vodafone can improve their finances if firm earn reasonable profits. 
It is also recommended to the Vodafone to make better use of debt equity ratio as they are dependent on equity more in comparison to the debt (Brigham and Houston, 2015). The reason for improving this ratio is that investors and stockholders generally prefers high ratio as the Vodafone will be borrowing at after tax interest rate that is less than the company earn revenue on its operation. The investors also get attracted with high debt equity ratio as they are concern about their dividends and if company is dependent on equity, they will not earn high sales and high profits will not be resulted. 
The next recommendation to the Vodafone is to improve receivable turnover ratio through making their collection faster from the debtors and focus more on cash sales that will increase the ratio. Overall, it is recommended to the Vodafone to increase the profitability and gearing of the firm for attracting more investors and customers towards the firm products and services. 

[bookmark: _Toc57306816]Part C
[bookmark: _Toc57306817]Calculate the Payback Period (PBP), Accounting Rate of Return (ARR) and the Net Present Value (NPV) of the project. Evaluate the results of these calculations and recommend with reasons which project should be adopted. 
Payback period refers to the amount of time the project will take to recover cost of the investment. It is the length of time the investment comes to its breakeven point. The shorter the payback period the more investors are attracted to make investments (Lane and Rosewall, 2015). The calculation of the payback period for the project A and B is presented below: -
	Payback Period 
	Project A
	Project B

	Year
	Annual cash flow
	Cumulative cash flow
	Annual cash flow
	Cumulative cash flow

	0
	-85
	-85
	-90
	-90

	1
	10
	-75
	25
	-65

	2
	20
	-55
	30
	-35

	3
	40
	-15
	35
	0

	4
	55
	40
	40
	40


 In case of uneven cash flow, the formula is presented below:-
Payback period = Year before full recovery + (unrecovered cost at initial year / cash flow during year)
· Payback period for project A = 3+ 15/55 = 3.27 years
· Payback period for project B = 3 years
Accounting rate of return (ARR) is the formula that presents the percentage return rate expected on the investment or asset in comparison to the investment done in the initial level (Rossi, 2014). The formula for the ARR is presented below:-
ARR = Average cash flows over the years / average investment done during the project life
For Project A,
	Year
	0
	1
	2
	3
	4

	Net income
	0
	10
	20
	40
	55

	Initial investment
	85
	-
	-
	-
	-

	Salvage value
	-
	-
	-
	-
	-


ARR for project A = 0.367647059 or 37%
For project B, 
	Year
	0
	1
	2
	3
	4

	Net income
	0
	25
	30
	35
	40

	Initial investment
	90
	-
	-
	-
	-

	Salvage value
	-
	-
	-
	-
	-


ARR for project B = 0.361111111 or 36%
Net present value is the variance between cash inflows at present value and cash outflows at present value over time period of project. NPV is measured in capital budgeting and doing planning for investment to examine the project profitability (Ardalan, 2012). 
	Project A
	
	Project B

	Discount Rate 
	10.50%
	10.50%

	
	
	

	Period 
	Cash flow of project A
	Cash flow of project B

	0
	-85
	-90

	1
	10
	25

	2
	20
	30

	3
	40
	35

	4
	55
	40


NPV = Present value of cash inflows – Present value of cash outflows
NPV for project A = 6.966354324
NPV for project B = 9.964022159
Evaluation of results and recommendations
The evaluation will be done for all the three techniques of financial management used. On calculation of payback period, it can be evaluated that project B is taking less time although not so less but still it is taking less time in comparison to project A. The investors get attracted towards the project that take less time and ensures better returns as well. However, it is not the single technique on which decisions are made by the investors to invest in the project as most importantly in NPV is taken for taking decisions (Rossi, 2014). 
The next technique is ARR in which it is evaluated that almost both the projects are generating average returns over the years the project is carried out. But in this case, it can be seen that project A is generating more than average return in comparison to project B even if it is point percent. However, on the basis of ARR decisions of project selection cannot be taken as it almost same in both cases. 
The last is NPV technique in which it is clearly visible that project B is generating high present value in terms of time and inflows both. NPV is the correct measure for making selection of the project (Baker et.al. 2010). Therefore, on this basis, it is recommended to the Vodafone to take the project B as it will generate cash inflows and also takes less time in comparison to project A. Further, in favour of project B two financial management techniques are supporting to select this project. In case of project A, only one technique that is ARR is supporting and it can be seen that it is earning very less cash inflows at cost of capital of 10.5%. 
[bookmark: _Toc57306818]Critically discuss the advantages and shortcomings of the PBP, ARR and NPV techniques as ways of evaluating capital projects 
It will be suitable to draw the table including advantages and disadvantages of all the three techniques of capital budgeting. The table is presented below:-
	Capital budgeting techniques
	Advantages
	Disadvantages

	Payback period (PBP)
	This technique is simple in use and understanding. The reason is that it needs few inputs such as initial costs and cash inflows annually (Duqi et.al. 2018). 
It gives quick solution to make the immediate decisions by the managers.
It is used for preference for liquidity especially when in case of small businesses with few resources. 
It is useful in context of uncertainty as it supports in lowering down the chances of loss. 
	Its main limitation is that it ignores time value of money which is considered as the important concept in financial management. 
It did not cover all cash flows that arrive in following years. Such restricted opinion on cash flows may overlook the project. 
 It ignores profitability as short period of payback cannot guarantee profits (Bierman Jr, and Smidt, 2012). 
This technique is not real as it ignores normal scenarios of business. 

	Accounting rate of return (ARR)
	It is easy to evaluate and understand as it considers the total profits over the project life cycle. 
This technique alone looks into profit accounting concepts for measuring return (Ahmed, 2013). 
This method gives right picture as it usefully measures firm current performance also.  
	This technique also ignores time factor due to which this method is adopted less for making decisions. 
This technique did not look into the external factors that impacts profits.
This technique did not look into life period of different investments. But average incomes are evaluated by considering investment life period. As the outcome, initial investment might be same whether project life is 4 or 7 years. 
It is not effective to measure the projects when investment is done in two or more installments at varied times. 
The outcomes are varied if one evaluates ROI and other uses ARR results in issues in decision making. 

	Net present value (NPV)
	This technique considers the time value of money i.e. dollar in present is worth more than dollar in coming days or years owning to capacity of earning. The calculation of NPV looks into discounted net cash flows for identifying its feasibility. 
It supports in decision making procedure for the organization as it supports in addressing whether specific investment is loss or profit making (Chittenden and Derregia, 2015). 
	This technique did not give particular set of guidelines for calculating rate of return (Davies and Crawford, 2011). This percentage value is left to the organizations discretion and there can be cases where NPV was unreliable because of erroneous rate of return. 
It cannot be used for comparing projects of varied sizes as it is the absolute figure not the percentage particularly. In small projects, the return might be high in comparison to investments but NPV is lower. 
The technique did not include the hidden cost, sunk cost or preliminary costs due to which profits might not be addressed correctly (Bierman Jr and Smidt, 2012). 



Non-financial factors 
Although the financial aspects are important for taking the decisions, but non-financial factors are also significant. The main non-financial factors in consideration of investments are presented below:-
· Meeting needs of present and future laws and regulations
· Matching up of standards of industry and good practices (Polman and Wu, 2020)
· Improving staff morale by making it simple to recruit and retain workforces
· Improving suppliers and customers relationships
· Improving reputation of business and local community relationships
· Developing business capabilities like developing skills and experiences in newer segments or strengthening management systems (Dobre, 2013).
· Dealing and anticipating with fore coming threats like protecting intellectual property against competitiveness. 
For instance, Vodafone might need to consider the environmental influences of the potential investment on project B. To the extent, this might be shown in financial elements such as energy saving provided by new machinery. But other impacts like impact on reputation will also be significant. In few cases, non-financial aspects might be important needs, but it depends on the Vodafone to determine its significance. An appraisal will support in how well investment made with business strategy overall. 

[bookmark: _Toc57306819]Conclusion 
From the entire study, it can be concluded that financial management had the significant role in the organization for making decisions. The report had shown Vodafone business model, competitors, mergers and acquisition and legal issues faced. The study had evaluated the different financial ratios of the Vodafone in the major four categories such as profitability, liquidity, gearing and efficiency. The comparison with BT Group and Telstra had been shown in the report with Vodafone and accordingly suitable recommendations to Vodafone had been provided for improvements. The financial appraisal techniques had been looked such as NPV, PBP and ARR with their calculation in light of two projects A and B. 
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