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[bookmark: _Toc512681384][bookmark: _Toc512681385]Section A

 Introduction
[bookmark: _Toc512681386]The following report has two sections consist of Section A and section B. The section A will discuss on the investor ratio when it comes to taking a proper investment decision. The section A will briefly discuss whether to consider the investment decision of the firm with respect to the financial performance. On the other hand, the Section B will discuss the net present value of two alternative projects of the firm. Apart from that, this section of the report will also discuss the ARR of each project and compare the same with the NPV. This report will also discuss the non-financial factors at the time of making a financial decision of the firm.

Background of the company
William Hill plc has been selected by the investor. The firm was established in 1934 in London, England. The company is a famous bookmarker and this is listed on London Stock exchange with FTSE 250 index.
[bookmark: _Toc508202666][bookmark: _Toc512681387]The investor has also selected the Paddy Power Betfair PLC under the comparison base with the previous company. The firm is listed in the FTSE 100 index of London Stock exchange.  The firm is operating under various brands such as Betfair, Sportsbet, TVG and more. 


Ratio analysis to evaluate the financial performance
[bookmark: _Toc512681389]Ratio analysis is a very common tool to evaluate the financial performance of the firm. The ratio analysis belongs to quantitative analysis of the firm. This quantitative analysis will be used to identify the trend of the financial statements. According to Altman et al., (2017), the ratios are categorised into three different categories such as profitability, liquidity and solvency. An investor will look at the financial ratios and then decide whether to invest. The following graph will bring out the financial performance of the firms and compare the same to find out the superior performer. 
Debt-equity ratio
The debt to equity ratio is a financial leverage ratio. This ratio attracts potential investors in the firm. A firm may increase its debt to increase the earnings from the operation that is called. However, debt is not always good for the firm because that involves risks. The debt-equity ratio measures the gearing, leverage and risk of the firm. One should use the following formula to calculate the Debt-equity ratio. 
Debt-equity ratio=

Figure 2: showing the Debt-equity ratio of William Hill PLC and Paddy power Betfair Plc for three consecutive years
[bookmark: _Toc512681390]The above graph shows the gearing position of two companies for three years. PPB plc was highly influenced by the debt capital around 2.78 times than the WH plc in 2015. Later the firm realises the risk and reduces the debt capital in 2016. As per the views of Lo, Ramos and Rogo (2017), the ratio was lower than the competitor in 2016. William Hill PLC was better than that of a competitor in 2016 and that same trend continues to 2017.
Dividend Payout ratio
The dividend payout ratio attracts potential investor because this shows the allocated part of the earnings to shareholders. This ratio measures the proportion of net income allocated to the shareholders. Most of the potential investors consider this ratio before investing in a company. The following formula can be used to determine the Dividend payout ratio (Zietlow et al., 2018).  
Dividend Payout ratio=

Figure 3: showing Dividend payout ratio of William Hill PLC and Paddy power Betfair Plc for three consecutive years
[bookmark: _Toc512681391]The above chart shows that PPB plc has zero in 2015 and the ratio was increased to 0.5 in 2017. On the other hand, the ratio for William Hill plc has growing trend for 2015 and 2016 and that was decreased to -1.3 in 2017.

Current Ratio
The current ratio is a liquidity ratio which measures the ability of payback of short term debt out of the current assets. The Current ratio will give an idea of the liquidity position of the firm. Most of the investors use this ratio to calculate the financial health of the company. as per the views of Johnston and Petacchi (2017), this ratio also helps to evaluate the current position of the firms. One can use the following formula to determine the current ratio of any financial institution.
Current ratio=

Figure 4: Showing Current ratio of William Hill PLC and Paddy power Betfair Plc for three consecutive years
[bookmark: _Toc512681392]The above graph shows the current ratio of two firms. The William Hill Plc has a fluctuating trend in the ratio and Paddy Power Betfair Plc has an increasing trend in the ratio. William Hill Plc has better current ratio because of the good position in current assets. William Hills Plc has around 3.53 in 2015, 5.95 in 2016 and 4.94 in 2017 as current ratio. On the other hand, the competitor has underrated current ratio i.e. 0.82 in 2015, 0.99 in 2016 and 1.12 in 2017.
 Return on assets
When it comes to taking investment decision the ROA is a vital ratio. This is a profitability ratio which measures the efficient management of assets when it comes to generating earnings. As per the views of Wolfson (2017), the author stated that the Return on Assets is calculated by the use of following formula.
Return on asset= 

Figure 5: Showing Return on assets of William Hill PLC and Paddy power Betfair Plc for three consecutive years
[bookmark: _Toc512681393]The return on asset is a good financial indicator for the potential investors. The ratio of William Hills Plc was around 8.04% in 2015, 6.73% in 2016 and -3.54% in 2017. On the flip side, Paddy power plc has 26.4% in 2015, -0.11% in 2016 and 4.417% in 2017. Both the firms have fluctuating trend in the business and negative ratio (Ayers and Odegaard, 2017). 
Net profit 
Most common profitability ratio is Net profit ratio; this is a very important ratio for the investors. As per the views of Berger, Minnis and Sutherland (2017), the author had agreed that the investors will compare the return to get an idea about the common return from the business. One can use the following formula to calculate the return on the business (net profit).
Net profit= 

Figure 6: Showing Net profit of William Hill PLC and Paddy power Betfair Plc for three consecutive years
[bookmark: _Toc512681394]The above Net profit analysis shows the financial position of the companies (Appelbaum et al., 2017). The firm has managed to retain positive figures for 2015 and 2016. However, the ratio goes to negative in 2017 due to a loss in the firm. On the flip side the competition has faced loss in 2016 (-0.37%) which they recovered in 2017 (12.47%). 
 Return on Equity
The Return on Equity is also a common profitability ratio. This ratio gives the investors a common idea about the return on their investment. As opined by the Plumley, Plumley and Ramchandani (2017), the author suggested that the ROE ratio also measures the profit generating ability out of equity shares. The following formula is used to determine the financial performance of the firm. 

Figure 7: Showing Return on Equity of William Hill PLC and Paddy power Betfair Plc for three consecutive years
[bookmark: _Toc512681396]The above graph shows the return on equity of two companies. Both the companies are suffering from low ROE in 2016 and 2017. The competitor has managed to provide 2.12 as ROE in 2015, -0.001 in 2016 and 0.04 in 2017. On the flip side, the firm has managed to provide 0.15 in 2015, 0.13 in 2016 and -0.08 in 2017.   
Earnings per share
The earnings per share are a common indictor of the financial efficiency of the firm. It is calculated from the net income available to the shareholders divided by the total outstanding shares. 
Earnings per share = 
	 
	2015 (P)
	2016 (P)
	2017 (P)

	William Hill Plc 
	21.5
	18.9
	-9.7

	Paddy Power Betfair Plc
	229.8
	330.9
	394.1



Table 1: Showing Earnings per share of two companies
[bookmark: _Toc512681397]The above table shows the earnings per share available to common equity shareholders of two companies for three consecutive years. William Hill Plc has comparatively lower EPS that the Paddy power Betfair Plc for three consecutive years. The low amount of earnings per share means low income from business and non-business activities or high amount of outstanding shares.

Dividend per share
The dividend per share is a very attractive part of the investment decision. An investor considers the dividend per share while taking a proper investment decision. The dividend per share is calculated by using the following formula.
DPS = 

Figure 8: Showing DPS of William Hill PLC and Paddy power Betfair Plc for three consecutive years
[bookmark: _Toc512681399]The above graph shows DPS of two companies for three consecutive years. William hills Plc has not declared any dividend in 2015. The dividend was around 12.5P for 2015, 12.5P in 2016 and 13.2P in 2017 for the firm. On the other hand, the competitor has managed to outperform the competition by a great margin. 








Recommendation 
William Hill PLC
[bookmark: _Toc512681400]William Hill plc was a good company because of the financial performance. However, the Price to earnings ratio of the firm has gone to a sudden negative figure from the positive trend which is a very bad situation for the potential investors. This decrease is happening due to the negative earnings in 2017. As per the views of Ertugrul et al., (2017), the firm is consistent when it comes to using debt capital and equity capital. The capital leverage in this firm is consistent. Potential investors will love the healthy ratio of debt and equity in the firm. William Hills Plc has a good position for two years but the firm has to face the unfortunate situation in 2017 that is why there is such negative figure. William Hills Plc has a very good amount of the current asset. In addition to that Lisowsky, Minnis and and Sutherland (2017), the potential investors will love this financial position. The decreasing trend in the ROA is not good for the investment. The firm has faced loss in 2017 which is not a good sign; investors should avoid this firm. This firm is not very strong when it comes to generating profit on from the invested capital in the firm. Most of the investors will stay away after looking at the position of the return on equity. The average of this ratio will fail to exceed the completion. The firm has around 0.32 in retention ratio in 2017 which means the firm has retained around 32% of profit and paid 68% as a dividend.  

Paddy power Betfair Plc
[bookmark: _Toc512681401]P/E ratio of PPB plc is in a good position because of the fluctuating trend in the business. This means investors are interested to pay more dollars to enjoy earnings from the firm. The firm has a good management associated with the earnings management. According to Chen and Gavious (2017), the Debt-equity ratio of PPB plc is not in the good condition as per the results. It seems like the board of directors are not good in decision making about the capital. The Paddy power Betfair Plc has not declared any dividend in 2015 that is why the ratio starts from zero. Later the decision makers of the firm have decided to contribute towards the shareholders. The firm has around 1.12 time current assets than the current liabilities in 2017 this can be harmful to the potential investors. Paddy has lower side for current ratio and its liabilities are greater than the assets. In addition to that Abad (2017), the low current ratio means low capitalisation in the firm. This firm is improving the return on asset even there is a fluctuating trend. The sudden drop in ROA in 2016 from 2017 can be a bummer for investment decision making. However, the firm has managed to retain positive figure in 2017. The investors should consider this ratio before taking any steps towards the investment. This firm is financially stable in terms of profit generation that means potential investors will enjoy positive return from the firm (AICPA, 2017). The potential investor will love to stay in this company because of the positive history of profit in past. The potential investors will predict the future return on an average basis of the Return on Equity ratio and that will be higher than the William Hills plc. The company is pretty straight forward when it comes to retention of the profit for future use (0.49 in 2017). The firm is paying around 51% as a dividend to the shareholders and retaining around 49% for future use from the net income of the firm.

Overall
Investors can get confused because of the downwards curve in the dividend payout ratio. William hills plc has negative earnings in 2017 that is why the ratio is negative. The firm can easily recover the negative earnings they need to focus on the cost cutting techniques. Paddy Power Plc is better than the William Hills plc in terms of dividend payout. The ideal current ratio is 2:1. William Hills Plc has a good amount of current assets by which they can easily pay off its debts. The current ratio should be twice of the current liabilities. The high current ratio indicates capitalisation in the firm. An excess amount of current asset is not good for the firm. Most of the current assets may remain unused if there is no proper guidance in the firm. The low capitalisation and high capitalization both are not good for the potential investors in the firm. However, William hills Plc is considerably better than the competition and the investor should consider this firm. as per the views of Mitchell (2017), the competitor has a better financial condition that the William hills Plc on the basis of ROA. The firm may face difficulties to generate profit in future if they do then the result will not be as much attractive as the competitor’s. The Paddy Power Betfair Plc is comparatively better than the firm because the return on equity is in a good position. Investors will love to stay on the positive side and the competitor is slowly improving towards the positive figure. On the other hand, William Plc fails to impress because of the negative figure in 2017. On the basis of retention ratio, William Hills Plc is a better option for investment. On the basis of Earnings per share, the competitor is the most suitable company for the potential investor because of the high rate of earnings in the firm. The dividend per share shows a favourable position for the competitor (which is around 10 times than the competition). 
[bookmark: _Toc512681402]The investor should consider the Paddy Power Betfair plc for the investment. The investor, Tim has a large portfolio of shares in various companies. He is also interested in investing in a new company either William Hills Plc or Paddy Power Betfair Plc. He does not like to have a risk in his portfolio that is why the Paddy power Betfair Plc will be the best for investment. He should avoid the William Hills Plc because of the negative figures in profitability ratios of the firm in 2017. The decrease shows some serious problems in the financial management of the firm in 2017. The firm has faced loss in the recent year which makes the investor difficult to invest in this firm. Apart from that, the firm has huge current assets over the liabilities that can be a bummer in near future. When it comes to capital management between two firms, the firm has a preference on the debt financing. Debt financing can bring risk to the firm. On the other hand, the Paddy Power Betfair Plc is more biased on the share capital. This reduces the risk on the portfolio of the investor.







Section B
[bookmark: _Toc512681403]There are two additional projects (Project A and Project B) which can provide more profit to the business. Patel Mintro will enjoy additional profit the investment. However, he should arrange additional funds for the future expansion of the business. Two methods are used to calculate the value of two projects. This will help the firm to rank the project on the basis of their performance and return (Chao et al., 2017).  

Project valuation
[bookmark: _Toc512681404]The payback period considers the time to recover the initial cash outflow for the project. The ‘accept and reject principal’ should consider the least payback period for the investment. On the flip side, the Net present value contrasts the future value of the investment (Inglesi-Lotz, 2017). 

Payback period
The Project A requires 160000 Euros. on the other hand, the project B requires 220000 Euros as the initial cost of the machines. The following calculations have assumed that the cash flow will occur even in the firm (  
	 
	Project A
	Project B

	Project cost
	1,60,000
	2,20,000

	Cash flow (£)
	45,000
	60,000

	Payback period (Years)
	3.56
	3.67

	RANK
	1
	2


[bookmark: _Toc512681405]Table 2: Showing Payback period of two projects


Accept-reject Principle
[bookmark: _Toc512681406]When it comes to selecting a project (for a single project) the decision makers of the firm should reject those projects which require a huge time to recover the cost of the project. In the case of mutually exclusive projects, the payback period of the project should be ranked. The project which has minimum payback period that should be ranked as 1 and which has the maximum payback period that should be ranked as 2. The management should select the rank 1 project because of the low payback period. In this case project, A has lower payback period compared to Project B. According to the views of Caballero, Farhi and Gourinchas (2017), the low payback period means the firm can recover its costs will be recovered in a small period of time.

Net present value 
The Net present value is used to determine the cash flow from the project. The following calculations are based on the cost of capital of @7%. The following calculation has also assumed that cash flow will occur evenly for six years (Richmond, 2018). 
	Year
	Project A
	Present value

	0
	1,60,000
	160000.00

	1
	45,000
	42056.07

	2
	45,000
	39304.74

	3
	45,000
	36733.40

	4
	45,000
	34330.28

	5
	45,000
	32084.37

	6
	45,000
	29985.40

	
	NPV
	214494.2847


Table 3: Showing NPV of project A

The project B requires 220000 Euros and cost of capital is 7%. 
	 
	Project B
	Present value

	0
	2,20,000
	220000.00

	1
	60,000
	56074.76

	2
	60,000
	52406.32

	3
	60,000
	48977.87

	4
	60,000
	45773.71

	5
	60,000
	42779.17

	6
	60,000
	39980.53

	
	NPV
	285992.37



[bookmark: _Toc512681407]Table 4: Showing NPV of project B

Accept-reject Principle 
[bookmark: _Toc512681408]According to Petković et al., (2018), a positive NPV project is accepted in the firm for the single project. When it comes to two mutually exclusive projects the firm should select the maximum NPV valued project for investment. Project A and Project B both are having the positive NPV it is why both the projects are acceptable for the firm. However, the management should choose that project which has maximum NPV.

Accounting rate of return 
The accounting rate of return is a very important factor for the financial ratio in the capital budgeting. This ratio does not take care of the value of money of the firm. On the other hand, the Average rate of return also considers the net income from proposed capital investment and return (Hopkinson, 2017). The Project A requires an investment of 160000 Euros and this project will last for six years with a salvage value of 20,000 Euros. The project B will also last for six years with a salvage value of 10,000. The average investment has been taken for the following calculation. 
	 
	Project A
	Project B

	Initial investment
	1,60,000
	2,20,000

	salvage value
	20,000
	10,000

	average investment
	90,000
	1,15,000

	Average Cash flow (£)
	45,000
	60,000

	Required ARR (%)
	50
	52.17391

	RANK
	2
	1


[bookmark: _Toc512681409]Table 5: Showing accounting rate of return of Project A and B

Accept-reject Principle
[bookmark: _Toc512681410]The above table shows an Average rate of return of two projects. If a project has positive return then it is accepted (single project). When it comes to mutually exclusive projects there will be a rank system for each project. Rank ‘1' will be awarded to the maximum return project and other projects will have reducing rank after the first project. In this case, the Project B has scored maximum return (rank 1) and the board of directors should choose this project over the project A. 

Reason 
When it comes to selecting a project under Net present value, the project B is the best choice for the firm. As per the views of Caballero, Farhi and Gourinchas (2017), the author agreed that the firm will have additional positive cash flow from the Project B that can bring future benefit to the organization. The project B is offering additional NPV of 71498.09 Euros from Project B which is good for the organization. However, the firm has to pay additional 60000 Euros over the Project A. The project A is cheaper than Project B. The ultimate benefit for the Organisation will be Project B because the additional cash inflow is more than the cash outflow (additional). 
When it comes to the valuation of projects under payback period method the Project B is the most suitable for the investor. He can quickly recover his initial investment if he goes with the Project B. The cash flow from the project B is higher than that of the Project A. However, there is not so much difference in terms of payback period between these two investments. If he wants the cheaper alternative then he may go with the project A. According to Santandrea et al., (2017), the author stated that there will be no major problem with this decision.
[bookmark: _Toc512681411]The accounting rate of return is one of the important calculations when it comes to deciding the right project for the investment. In this case, the project B is the most suitable for investment because this has a maximum rate of return. Project A and Project B continue to provide 50% and 52% rate of return. The additional 2% return comes at a cost of 60000 Euros. The firm may choose the Project A if they do not want to incur additional cost only for the 2% benefit.

Advantages and disadvantages of payback and NPV
The objective of payback period method is to determine the period to recover the initial investment from the cash flow. The significant advantage of payback method is the simplicity of the calculation. According to Miller (2017), the author stated that it is fairly easy to compare more than one project under this method. The selection of the project depends on the short time to recover the project. 
In contrary Parke et al., (2017), the author has stated there are many disadvantages of using payback method. The author also agreed that this method does not consider the time value of money. Apart from that cash flow received in the later years (near to the life cycle of the project) could have a lower weight than the cash flow from the starting years. The author also stated that this method ignores the profitability of the projects. This method also does not consider the return on investment and the project should exceed certain percentage to become acceptable. 
On the other hand Ahmadi (2018), the author has agreed on the advantages of net present value method because this method considers the future price is lower than the present price. This method also considers the discounted cash flow of future cash flows. This method also omits the risk of intrinsic value while the projection of the project.
[bookmark: _Toc512681412]According to Kashyap (2017), the author has agreed that there is a big disadvantage in this Net present value method. It takes too much prediction while determining the cost of capital; low cost of capital will make the investment ineffective. If the cost of capital is high then the firm may miss other important investment in future. The author also stated that NPV is not the ideal method to compare two financial projects. The output is determined by the input of the projects.

Non-financial factors 
There are certain factors which need to be considered before making investment appraisal decision. This plays an important role when it comes to a meaningful investment decision. The non-financial factor includes customer satisfaction, government regulation, trend, climatic issues, availability of manpower and more. As per the views of Piatti and Trojani (2017), the management should consider the customer satisfactory along with the return before making any investment because customers are the real king. The government regulation is also an important factor when making an investment appraisal. The trend of the investment needs to be considered in an investment appraisal. According to Bell (2017), a friendly trend in the business can enhance the financial outcome of the business. The trend of the projects should be considered in the business. According to Willigers, Jones and Bratvold (2017), the author stated that climatic issues should be considered before making any investment appraisal. The company should invest in the equipment to protect the environment. The author also agreed that the environment is one of the important key factors for the successful character of the project. This also preserves profit and other benefits in the financial figures of the firm. Availability of manpower is one of the important non-financial factors which need to be considered in the firm. Manpower can make a project efficient when the investment lacks initial pick-up. The firm should ensure that enough manpower is required to operate with invested equipment.
Most of the times the financial factors are considered when taking an investment decision but these non-financial factors can improve the reputation of the business to a great extent. These factors may protect the environment and increase the goodwill of the firm. in addition to that Admati et al., (2018), the authors have stated that the decision makers of the firm do not consider the non-financial benefit as a benefit for the organization because they only believe in the financial results of the project. Sometimes, a low value investment could bring new opportunities which a new machine may fail to bring for the organization. These non-financial factors are very dominating for the investment and the managers should consider these before making any investment decision. Apart from the above stated factors, there are many non-financial factors which can alter the investment decision taken by a company.
[bookmark: _Toc512681413]The future legislation in the investment can cause the issue to the investment when the machine does not meet the industry standards (Basher and Raboy, 2017). Apart from that industry standards and fair trade practice can improve the organizational goal. This will be easier for the firm when it comes to recruiting and retaining employees of the business. CSR and relationship management are a very important factor in the local community. An investment appraisal should be taken care of the capabilities of the business management when it comes to strengthening the business. This also improves the building skills and experience of new areas when it comes to strengthening the business. According to the views of Cain (2018), the non-financial factors also include threats and future impact of the potential investment. The energy saving is also an important factor when it comes to taking a new investment decision. 







Conclusion
The above report consists of two sections. The first part shows investors ratios and the second part shows various investments related calculations. One can find a brief discussion about the investment decision of the potential investor after evaluating the financial performance of the firm. The section B shows two alternative projects and the investor will select the project B. The ARR and NPV have shown the actual value of the projects. These evaluations have helped the investor to take the right decision. Apart from that one can find non-financial factors which may affect the investment decision of the firm.
[bookmark: _Toc512681414]
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Appendix 1: Showing different types of investment ratios of William Hills Plc
	 
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	 
	
	
	

	 
	
	
	 

	 
	2015
	2016
	2017

	Debt
	668.6
	718.6
	720.5

	Equity
	1,215.80
	1,225.50
	1,062.70

	Debt-equity ratio
	0.549926
	0.586373
	0.67799

	 
	 
	 
	 

	 
	 
	 
	 

	 
	2015
	2016
	2017

	DPS
	12.5
	12.5
	13.2

	EPS
	21.5
	18.9
	-9.7

	Dividend payout ratio
	0.581395
	0.661376
	-1.36082

	 
	 
	 
	 

	 
	2015
	2016
	2017

	Current assets
	2,346.70
	2,442.70
	2,362.00

	Current liabilities
	663.2
	410.1
	477.9

	Current ratio
	3.53845
	5.956352
	4.942457

	 
	 
	 
	 

	 
	2015
	2016
	2017

	Profit
	189.9
	164.5
	-83.2

	Total asset
	2,362.00
	2,442.70
	2,346.70

	ROA
	8.039797
	6.734351
	-3.5454

	 
	 
	 
	 

	 
	2015
	2016
	2017

	Profit
	189.9
	164.5
	-83.2

	Revenue
	1,590.90
	1,603.80
	1,711.10

	Net profit ratio
	11.93664
	10.25689
	-4.86237

	 
	 
	 
	 

	 
	2015
	2016
	2017

	Profit
	189.9
	164.5
	-83.2

	Equity
	1,215.80
	1,225.50
	1,062.70

	ROE
	0.156193
	0.134231
	-0.07829

	 
	 
	 
	 

	 
	 
	 
	 

	 
	
	
	

	
	
	
	


Appendix 2: Showing different types of investment related ratios of Paddy Power Plc
	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	 
	 
	 
	 

	 
	 
	 
	 

	 
	2015
	2016
	2017

	Debt
	141.8
	213.6
	62.2

	Equity
	50.9
	4,316.60
	4,395.40

	Debt-equity ratio
	2.785855
	0.049483
	0.014151

	 
	 
	 
	 

	 
	 
	 
	 

	 
	2015
	2016
	2017

	DPS
	0
	113
	200

	EPS
	229.8
	330.9
	398

	Dividend payout ratio
	0
	0.341493
	0.502513

	 
	 
	 
	 

	 
	2015
	2016
	2017

	Current assets
	170.8
	369.9
	430.8

	Current liabilities
	208.1
	372.8
	383.7

	Current ratio
	0.820759
	0.992221
	1.122752

	 
	 
	 
	 

	 
	2015
	2016
	2017

	Profit
	108.2
	-5.7
	217.7

	Total asset
	409.7
	4,992.00
	4,928.50

	ROA
	26.40957
	-0.11418
	4.417165

	 
	 
	 
	 

	 
	2015
	2016
	2017

	Profit
	108.2
	-5.7
	217.7

	Revenue
	794.3
	1,500.80
	1,745.40

	Net profit ratio
	13.62206
	-0.3798
	12.47279

	 
	 
	 
	 

	 
	2015
	2016
	2017

	Profit
	108.2
	-5.7
	217.7

	Equity
	50.9
	4,316.60
	4,395.40

	ROE
	2.125737
	-0.00132
	0.049529

	 
	 
	 
	 

	
	
	
	

	
	
	
	



	
	Project A
	Project B
	
	
	
	
	Project A
	Project B

	Cash flow (£)
	45,000
	60,000
	
	
	
	Project cost
	1,60,000
	2,20,000

	less: tax
	0
	0
	
	
	
	Salvage
	20,000
	10,000

	after tax cash flow
	45,000
	60,000
	
	
	
	Depreciate value
	1,40,000
	2,10,000

	
	
	
	
	
	
	Depreciation under straight line method
	23333.33333
	35000

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Payback period
	
	
	
	
	
	ARR

	 
	Project A
	Project B
	
	
	
	
	
	

	Project cost
	1,60,000
	2,20,000
	
	
	
	 
	Project A
	Project B

	Cash flow (£)
	45,000
	60,000
	
	
	
	Initial investment
	1,60,000
	2,20,000

	Payback period
	3.555555556
	3.666666667
	
	
	
	salvage value
	20,000
	10,000

	
	
	
	
	
	
	average investment
	90,000
	1,15,000

	 
	
	
	
	
	
	Average Cash flow (£)
	45,000
	60,000

	 
	
	
	
	
	
	Required ARR (%)
	50
	52.17391304

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Project cost
	
	
	
	
	
	
	
	

	Cash flow (£)
	
	
	
	
	
	
	
	

	Payback period
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	Year
	Project A
	Present value 
	Interest
	
	
	
	

	
	0
	1,60,000
	160000
	7%
	
	
	
	

	
	1
	45,000
	42056.07477
	7%
	
	
	
	

	
	2
	45,000
	39304.74277
	7%
	
	
	
	

	
	3
	45,000
	36733.40446
	7%
	
	
	
	

	
	4
	45,000
	34330.28454
	7%
	
	
	
	

	
	5
	45,000
	32084.37808
	7%
	
	
	
	

	
	6
	45,000
	29985.40007
	7%
	
	
	
	

	
	 
	NPV
	214494.2847
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	 
	Project B
	Present value
	Interest
	 
	
	
	

	
	0
	2,20,000
	220000
	7%
	
	
	
	

	
	1
	60,000
	56074.76636
	7%
	
	
	
	

	
	2
	60,000
	52406.3237
	7%
	
	
	
	

	
	3
	60,000
	48977.87261
	7%
	
	
	
	

	
	4
	60,000
	45773.71272
	7%
	
	
	
	

	
	5
	60,000
	42779.17077
	7%
	
	
	
	

	
	6
	60,000
	39980.53343
	7%
	
	
	
	

	
	 
	NPV
	285992.3796
	
	
	
	
	

	
	
	
	71498.0949
	
	
	
	
	

	
	
	
	
	
	
	
	
	





Current ratio
William Hill Plc 	
2015	2016	2017	3.53	5.95	4.9400000000000004	Paddy Power Betfair Plc	
2015	2016	2017	0.82000000000000095	0.99	1.1200000000000001	


Return on asset
William Hill Plc 	
2015	2016	2017	8.0389999999999997	6.73	-3.54	Paddy Power Betfair Plc	
2015	2016	2017	26.4	-0.11	4.4169999999999998	
Percentage


Net profit
William Hill Plc 	
2015	2016	2017	11.93	10.25	-4.8599999999999977	Paddy Power Betfair Plc	
2015	2016	2017	13.62	-0.37	12.47	
Percentage


Return on Equity
William Hill Plc 	
2015	2016	2017	0.15	0.13	-7.8E-2	Paddy Power Betfair Plc	
2015	2016	2017	2.12	-1.2999999999999999E-3	0.04	

Dividend per share
William Hill Plc 	2015	2016	2017	12.5	12.5	13.2	Paddy Power Betfair Plc	2015	2016	2017	0	113	200	

Debt-equity ratio
William Hill Plc 	2015	2016	2017	0.54	0.57999999999999996	0.67000000000000204	Paddy Power Betfair Plc	2015	2016	2017	2.78	0.04	0.01	

Dividend payout ratio
William Hill Plc 	
2015	2016	2017	0.57999999999999996	0.66000000000000203	-1.3	Paddy Power Betfair Plc	
2015	2016	2017	0	0.34	0.5	
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