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Capri Holdings Limited, previously known as Michael Kors Holdings Limited, came into being on 31st December 2018 as a global luxury fashion group (Capri Holdings Limited, 2021). The parent company is registered in the British Virgin Islands and headquartered in London and New York. Capri Holdings owns everything within the luxury sphere, which means it is very involved in design, marketing, distribution, and retailing of women's and men's clothes, accessories, and shoes (Capri Holdings Limited, 2021).
Business Model: Capri Holdings operates three big fashion companies: Sneaker corporations such as Adidas, Nike and Fila and luxury fashion brands such as Michael Kors, Jimmy Choo, and Versace (Capri Holdings Limited, 2021). Every brand basically has its own design philosophy but at the same time going along with the advantages of Group's common resources, platforms, and shared properties. The company disperse its products through the retail store network or wholesale distribution to department stores and specialty stores or e-commerce sites (Capri Holdings Limited, 2021).
Marketplace and Major Competitors: The view of Capri Holdings relates to the top luxury segment, with the target focus on wealthy customers who are always looking for real class and come back with fresh ideas. Its main competitors are other elite brands in the same high-end category. These include the groups like LVMH, Kering, Richemont and Tapestry as well as individuals’ brands including those of Prada, Burberry, and Hermes (Deloitte, 2023).
Events of years 2018 to 2023
2018: The $2.1 billion purchase by Gianni Versace was the culmination of the business name changing from Michael Kors Holdings Limited to Capri Holdings Limited (Forbes, 2018).
2019: From the hiring of Cedric Wilmotte to the temporary CEO of Michael Kors. Announced the recruitment of Jenna Hendricks as the Senior Vice President, Chief People Officer (WSJ Markets, 2020).
2020: One of the issues people face during the COVID-19 pandemic is that multiple stores closed for a period, thus hindering consumer spending. The implementation of a cost-saving program was a tactic engaged in to tackle the adverse effect of the pandemic (Capri Holdings, 2020).
2021: Focus on entering rising e-commerce channels and improving digital marketing will be considered the top priority. The 40th anniversary of Michael Kors is celebrated by the release of a special collection and campaign while for Versace the collaboration with the premium streetwear store KITH is a limited edition (Vogue, 2021).
2022: The decision taken was to appoint Cedric Wilmotte as the CEO of the Michael Kors brand (Capri Holdings Limited, 2022). Allotted $10 million for two projects which include COVID-19 relief and achieving diversity, equity, and inclusion. Versace has collaborated with the luxury car brand Lamborghini on a capsule collection of products (Fashion Network, 2022).
2023: Recent outstanding financial statements that imply a resilient recovery from the recession after the economic stagnation caused by the pandemic. The brand has publicly announced its commitment to reach net-zero emissions by 2050 (Capri Holdings Limited, 2023). Jimmy Choo introduced another sustainability program emphasizing on use of eco-materials and eco-friendly processes (Jimmy choo, 2023).
[bookmark: _Toc164696614]Financial Performance of Capri Holdings
[bookmark: _Toc164696615]Financial Ratios
Profitability ratio: Net Profit Margin

	Year
	Net Income (in $ millions)
	Revenue (in $ millions)
	Net Profit Margin (%)

	2019
	543
	5,238
	10.36

	2020
	-223
	5,551
	-4.02

	2021
	-62
	4,060
	-1.53

	2022
	822
	5,654
	14.54

	2023
	616
	5,619
	10.96


The net profit margin of Capri Holdings was varying within the last 5 years. Back in 2019, the company possessed a positive net margin of 10.36%. Nevertheless, 2020 and 2021 especially saw a negative net profit margin for the brand of -4.02% and -1.53%, respectively, which was probably because of covid-19 on the fashion industry. When recounting the 2022 performance of the company, it can be noted that the company made a net profit margin of 14.5% which was the highest in the five-year period. Seen in 2023, the net profit margin was able to sustain its strength at 10.96%, offering an indication of the business's resilience to the challenges of the past.
Liquidity Ratio: Cash Ratio



	Year
	Cash and Cash Equivalents (in $ millions)
	Total Current Liabilities (in $ millions)
	Cash Ratio

	2019
	$513
	$1,542
	0.33

	2020
	$636
	$1,401
	0.45

	2021
	$513
	$1,621
	0.32

	2022
	$573
	$1,566
	0.37

	2023
	$545
	$1,450
	0.38


The cash ratio of Capri Holdings has remained around 0.32 to 0.45, only fluctuating by a small percentage in recent years. The fact that cash and cash equivalents hold a similar ratio with current liabilities suggests that the amount of cash and cash equivalents of the company remains unchanged. A cash ratio of 0.38 in 2023 means that this company has 0.38% of its current liabilities covered with cash and cash equivalents. Despite having a smaller cash ratio than the ideal cash ratio of 1, such lower ratios are not uncommon among fashion brands since their businesses require maintaining a lower cash ratio because of the nature of their business.
Gearing ratio: Debt-to-equity ratio

	Year
	Total Debt (in $ millions)
	Total Shareholder Equity (in $ millions)
	Debt-to-Equity Ratio

	2019
	$2,566
	$2,432
	1.054

	2020
	$2,481
	$2,168
	1.143

	2021
	$1,692
	$2,157
	0.784

	2022
	$1,574
	$2,558
	0.615

	2023
	$2,256
	$1,849
	1.221


The debt-to-equity ratio in the last five years has evidenced a great deal of volatility for Capri Holdings. In 2019 and 2020, the company's debt-to-equity was 1.054 and 1.143 respectively, handily showing that the company's debt capital exceeded equity capital. Yet, in 2021 and 2022, the company's debt-to-equity ratio became lower, dropping to 0.784 and 0.615, showing that the company was ordering less debt with respect to equity. The debt-to-equity ratio was 1.221 at the end of 2023, showing that the business has increased the borrowing. Admittedly, because of higher debt to equity ratio it is a reason to be worried, yet one should not forget the means of the company to make profit.
Efficiency Ratio: Asset Turnover 

	Year
	Sales/Revenue (in $ millions)
	Total Assets (in $ millions)
	Efficiency Ratio

	2019
	$5,238
	$6,650
	0.787

	2020
	$5,551
	$7,946
	0.698

	2021
	$4,060
	$7,481
	0.543

	2022
	$5,654
	$7,480
	0.755

	2023
	$5,619
	$7,295
	0.770


Capri Holdings' asset turnover ratio has fluctuated over the past five years, ranging from 0.543 to 0.787. This ratio measures how efficiently the company uses its assets to generate revenue. A higher ratio indicates that the company is using its assets more efficiently. In 2023, the asset turnover ratio was 0.770, which means that the company generated $0.77 of revenue for every $1 of assets. While this ratio is lower than the ratio in 2019, it is an improvement from the previous two years, suggesting that the company is improving its efficiency in using its assets to generate revenue.
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Net profit margin is one of the most important performance measurements of a business success, while remaining efficient in cost management. The net profit margin of Capri Holdings fluctuates significantly over the past five years. In 2020 and 2021, negative profit margins were likely the result of the COVID–19 pandemic effects. Nevertheless, the firm made good its losses in 2022 and 2023 when its net profit margin was 14.54% and 10.96%, respectively. This shows that the firm found a way to accommodate a difficult economic environment. According to Selling and Stickney's study (1989), clothing manufacturers have an average net profit margin that ranges between 5% and 6%. Capri Holdings has earned a 2023 net profit margin, which surpasses this indicator, demonstrating great EBIT. While the company's net profit margin is lower than some of its competitors', including LVMH, which reported a net profit margin of 17.2% in 2022 (LVMH, 2023), it continues to be competitive in the industry.
Liquidity Ratio: Cash Ratio: The cash ratio is a tight indicator of a firm's liquidity because it looks at the cash and some equivalents in line with current liabilities. For the last five-year, Capri Holdings cash ratio has been within the range of 0.32 and 0.45. This implies that the company achieved this liquidity during the pandemic which means that it has overcome all the challenges associated with the pandemic. On the other hand, a cash ratio of lower than 1 indicates that the company does not have significant amount of money to cover its obligations which will do all simultaneously. As per Subramanyam (2014) an ordinary business should maintain a minimum cash ratio of 0.2 to 0.5. The cash ratio of Capri Holdings trending between this range shows that the company’s liquidity position is significant.
Gearing Ratio: Debt-to-Equity Ratio: The debt-to-equity-ratio shows how much a company leans to financing its operations by debt or also by equity Capri Holding is seen to have a relative increase in the debt-to-equity ratio during 2019, 2020, and 2023, probably caused by the high use of external financing. A relatively higher debt-to-equity ratio may raise serious alarm bells because it indicates that the company is depending largely on debt to fund its operations thus exposing the company to great financial risk. Based on the comments of Van Horne and Wachowicz (2005), the debt-to-equity ratio at 1 or below is normally considered to be safe; on the other hand, ratios higher than 2 may show high financial risk. Capri Holdings' debt equity ratio of 1.221 for 2022 puts the company in this range, therefore, its financial leverage is moderate.
Efficiency Ratio: Asset Turnover: Asset turnover indicates the rate at which a company can generate extra revenue from its existing assets. For the past five years Capri Holdings has had different asset turnover ratios, including 0.543 and 0.787 in the recent five years, and 0.770 in 2023. This clearly implies that the company made $0.77 of revenue from each dollar of assets for this period. As found by the study of Fairfield and Yohn (2001), this ratio is negatively linked with asset utilization, asset productivity, and general business efficiency. However, it is crucial to compare the ratio with industry norms. As for the apparel industry, the average asset turnover rate is often around 1.5 (CSIMarket, 2023). Capri Holdings' asset turnover ratio is lower than that of other companies in the field, which may indicate that the company is not performing at the highest level possible when it comes to asset utilization.
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To compare Capri Holdings to its major competitor, Tapestry Inc., Including the same financial ratios for both companies using data from their respective fiscal year 2023 annual reports (Capri Holdings, 2023; Tapestry Inc., 2023). The ratios for Tapestry Inc. are as follows:
	Ratio
	Formula
	Calculation
	Result

	Net Profit Margin
	Net Income / Revenue
	$856 million / $6,685 million
	12.80%

	Cash Ratio
	Cash and Cash Equivalents / Total Current Liabilities
	$557 million / $1,287 million
	0.4328

	Debt-to-Equity Ratio
	Total Debt / Total Shareholder Equity
	($2,971 million + $298 million) / $936 million
	3.53

	Asset Turnover
	Sales/Revenue / Total Assets
	$6,661 million / $7,117 million
	0.9339


Profitability: Net Profit Margin: Tapestry Inc.'s net profit margin of 12.80% in the fiscal year 2023 is higher than that of Capri Holdings' of 10.96% (12.80%>10.96%). This suggests that Tapestry Inc. is more profit generating than Capri Holdings as the former is creating more net income for each revenue dollar. Higher net profits bring in the conclusion that Tapestry Inc. can manage its costs and expenses in the proper proportion with the revenue generated (Brigham, 2016). This difference in profitability could be brought about by either pricing strategies, cost control measures done or product mix that the firm is dealing with (Selling & Stickney, 1989). The competitiveness of Capri Holdings with the Tapestry Inc requires the management to analyse these factors and come up with the solutions that will improve the profitability of the company.
Liquidity: Cash Ratio: Tapestry Inc.'s cash ratio 0.4328 was just above Capri Holdings' cash ratio of 0.38. Its superior current ratio means that Tapestry Inc. enjoys a better liquidity position, and there are more cash and cash equivalents available for it to cover its current liabilities. By having a higher cash ration, an organization has a better buffer against short-term financial obligations and uncertainties as stated by Bhimani et al. (2019). On the other hand, both companies show a cash ratio lower than 1, which could mean that they would have difficulties taking on short-term commitments if they are due all at once (Subramanyam, 2014). Capri Holdings need to maintain the current cash level to give him an ability to increase liquidity and his financial flexibility.
Gearing: Debt-to-Equity Ratio: Tapestry Inc.'s debt-to-equity ratio is 3.53, more than double of that of Capri Holdings' debt-to-equity ratio which stands at 1.221. This tells us that Tapestry, Inc. makes more use of debt funding on the contrary to Capri Holdings. The significant debt-to-capital ratio implies higher financial risk and potentially increased financial leverage (Berk et al., 2013). High financial leverage is useful when the economy is booming since it enables the multiplying of the company’s equity return. Although this facilitates growth, it is equally crucial to think of the risks of financial distress caused by economic slump (Van Horne and Wachowicz, 2005). Capri Holdings' lesser debt/ equity ratio is a sign of a more careful approach to financing, which can be advantageous from the standpoint of financial stability but restrictive in terms of business growth opportunities.
Efficiency: Asset Turnover: Tapestry Inc.'s asset turnover ratio is above Capri Holdings' at 0.9339 as against the ratio of 0.770. Such a ratio suggests that Tapestry Inc is good at generating revenue from its assets i.e. it is less likely to tie up a lot of resources in less important and value-destroying lines of business unlike Capri Holdings. A higher asset turnover ratio shows the ability to more productively and efficiently use the assets the company has at hand (Brigham, 2016) The asset management performance of Capri Holdings should be analysed, and initiatives should be taken to improving it, such as optimizing inventory or production process, or purchasing equipment with higher efficiency. Apart from increasing assets' turnover, the overall conclusion would result in higher revenue generation and superior financial performance.
Therefore, it is observed that Tapestry Inc. has a higher return on equity, slightly better current ratio, and a lower inventory turnover ratio in comparison to Capri Holdings. Nevertheless, the second company for consideration has a debt-to-equity ratio which is significantly higher, meaning there is a potential financial risk that is of a higher level. Capri Holdings should work on improving its profitability by the means of inspecting the factors such as pricing, cost, and the product line. Furthermore, Capri Holdings must give its attention to strengthen its liquidity and asset turnover to improve its operating results and compete strongly against Tapestry Inc in the marketplace. It is better to interpret these indicators in the context of the luxury apparel industry and the style of managing money for each company.
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The financial management of Capri Holdings should be improved, which can be done by addressing several areas, such as profitability, liquidity, leverage finance, as well as assets efficiency. Through these elements, Capri Holdings will create a strong financial base and emerge as a better player in the luxury fashion industry.


Improving Profitability: Capri Holdings' net profit margin of 10.96% in fiscal year 2023 is lower than its competitor Tapestry Inc.'s net profit margin of 12.80%. To improve profitability, Capri Holdings should:
· Undertake its pricing strategies review to establish that they are competitive and at par with the price value. A value-based pricing or dynamic pricing approach may be considered, depending on the revenue maximization objective of the firm (Nagle & Müller, 2017). A value-based pricing strategy is defined by setting prices based on the customer’s judgment of the product's value, while a dynamic pricing strategy is defined by changing prices in real-time according to market demand and supply. 
· Carry out an evaluation of its cost structure and find out what areas can be cut and which of them can be made more efficient. This can be achieved by removing unused operations, shortening supplier contracts, or applying lean manufacturing technologies (Bhimani & Horngren, 2008). The streamlining operations process aligns with the same goals as the elimination of redundant processes, the reduction of waste, and the enhancement of coordination between different departments. 
· Assess its product mix and maximize profit margins on highly contributing products. The firm needs to decide whether to discontinue or re-brand products that have underperformed or not to use its limited resources effectively. Through an exhaustive evaluation of its product mix, Capri Holdings can spot the items that yield the greatest profit margins and thus target more investment towards their fabrication and marketing. On the contrary, the company may consider discontinuing or repositioning items with low gains or those that do not sync with the general think of its brand.
Enhancing Liquidity: Capri Holding's cash ratio of 0.38 in the fiscal year 2023 was slightly lesser in comparison to the 0.4328 cash ratio of Tapestry Inc. To improve liquidity, Capri Holdings should: 
· Efficient cash management measures should be put in place. The most important among them are supply chain optimization, restructuring of accounts receivables and stocks. Determining if cutting down on inventories is beneficial to Capri Holdings hinges on the fact that cash is segregated and tied up in unsold goods. A reduction in the number of unsold items also helps to prevent obsolescence. Properly managing account collections can assist the company to boost its cash flow and eliminate non-payment uncertainty. 
· Look into bill factoring or selling accounts receivable at discount to speed up the cash flow and drop chances of defaulting. Factoring or selling receivable to third party factor at discount is the process of converting AR into the immediate cash. This is also going to be supposed to boosting the company’s monetary flow into the business and lessening the possibility of customers defaulting their payment. On the other hand, the factors that the company should consider include the costs and the benefits.
· Form a cash pool or a credit line to help overcome the liquidity challenges related to urgent payments or swap risks (Nu Giang & Hung Vu, 2008). Notwithstanding any short-term financial problems, having a cash fund or a line of credit will allow Capri Holdings to secure or seize unplanned lucrative opportunities. There should be a size of the cash reserve for the company that will satisfy its liquidity requirements and allow for the tolerable level of risk. 
Capri Holdings' debt-to-equity ratio of 1.221 in fiscal year 2023 is lower than Tapestry Inc.'s ratio of 3.53, indicating a more conservative financing approach. However, Capri Holdings should evaluate its capital structure and determine the optimal mix of debt and equity financing to support growth strategies and minimize the weighted average cost of capital (WACC) (Brigham, 2016). This involves balancing the benefits of financial leverage with the risks of financial distress. Judiciously using debt financing for value-creating investments, such as expanding into new markets or acquiring complementary brands, can help create shareholder value (Berk et al., 2013). Nonetheless, Capri Holdings must maintain a healthy debt-to-equity ratio and have contingency plans to manage debt obligations during economic downturns (Van Horne & Wachowicz, 2005).
To improve asset efficiency, as Capri Holdings' asset turnover ratio of 0.770 in fiscal year 2023 is lower than Tapestry Inc.'s ratio of 0.9339, the company should analyse asset utilization and identify areas for improvement. This includes optimizing inventory management, reducing lead times, and increasing supply chain efficiency (Fairfield & Yohn, 2001). These measures can help reduce costs, minimize risks, and improve overall competitiveness. Investing in technology and automation can streamline processes, reduce waste, and improve productivity (Schroeder et al., 2022). Implementing an ERP system, automating production processes, and leveraging data analytics and AI can help Capri Holdings optimize its operations and strategies. Regularly reviewing and disposing of underperforming or non-core assets can free up resources for more productive investments (Ross, 2015), but the company must carefully evaluate the costs and benefits to avoid compromising its competitiveness and long-term growth prospects.
By focusing on these areas and implementing the recommended strategies, Capri Holdings can improve its financial performance and create shareholder value. Continuous monitoring of financial ratios, benchmarking against industry peers, adapting to market conditions and competitive dynamics, and regular stakeholder communication can help Capri Holdings build trust and support for its financial management decisions.
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To evaluate the investment projects and determine which one Capri Holdings should adopt, we will calculate the Payback Period (PBP), Accounting Rate of Return (ARR), and Net Present Value (NPV) for both projects. Cost of capital: 0.75%
Project A:
Payback Period (PBP):
· Year 0: -5000
· Year 1: -5000 + 2500 = -2500
· Year 2: -2500 + 2000 = -500
· Year 3: -500 + 1000 = 500
PBP for Project A = 2 + (500 / 1000) = 2.5 years
Accounting Rate of Return (ARR):
   Average annual profit = (2500 + 2000 + 1000 - 442) / 4 = 1264.5
   Average investment = 5000 / 2 = 2500
   ARR for Project A = (1264.5 / 2500) * 100 = 50.58%
Net Present Value (NPV):
   NPV = -5000 + (2500 / (1 + 0.0075)^1) + (2000 / (1 + 0.0075)^2) + (1000 / (1 + 0.0075)^3) - (442 / (1 + 0.0075)^4)
NPV = -5000 + 2481.98 + 1974.31 + 977.10 - 428.92 = 58.55
   NPV for Project A = £58.55 million
For Project B:
· Year 0: The initial investment is -1000 (cash outflow). Cumulative cash flow at the end of Year 0 = -1000
· Year 1: The cash flow is 1500 (cash inflow). Cumulative cash flow at the end of Year 1 = -1000 + 1500 = 500
· PBP = Number of years before recovery + (Unrecovered amount at the start of the year / Cash flow during the year)
PBP = 0 + (1000 / 1500) = 0.67 years, or approximately 8 months
Accounting Rate of Return (ARR):
Average annual profit = (1500 + 1000 + 1000 - 470) / 4 = 757.5
Average investment  = 1000 / 2 = 500
 ARR for Project B = (757.5 / 500) * 100 = 151.5%
Net Present Value (NPV):
NPV = -1000 + (1500 / (1 + 0.0075)^1) + (1000 / (1 + 0.0075)^2) + (1000 / (1 + 0.0075)^3) - (470 / (1 + 0.0075)^4)
NPV = -1000 + 1488.12 + 985.43 + 977.10 − 456.13
NPV for Project B = £2,994.52 million
Evaluation and Recommendation:
Payback Period (PBP): Project B has a shorter payback period of 1 year compared to Project A's 2.5 years. A shorter PBP is generally preferred as it indicates a quicker recovery of the initial investment.
Accounting Rate of Return (ARR): Project B has a significantly higher ARR of 151.5% compared to Project A's 50.58%. A higher ARR indicates better profitability relative to the investment.
Net Present Value (NPV): Both projects have positive NPVs, with Project B having a substantially higher NPV of £2,994.52 million compared to Project A's £58.59 million. A higher NPV indicates a more profitable investment.
Considering all three calculations, Capri Holdings adopt Project B. Although Project A has a positive NPV, Project B outperforms it in terms of PBP, ARR, and NPV. The shorter payback period of Project B means that the company will recover its investment faster, reducing the risk associated with the project. The higher ARR suggests that Project B is more profitable relative to the investment required. Finally, the significantly higher NPV of Project B indicates that it will generate more value for the company in the long run, considering the time value of money.
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For Project A
Initial investment (Year 0): -5000 X 1.1 = -5500 (Increase in Initial Investments by 10%)
Adjusted Cash Flows (Decrease all cash flows by 10%):
Year 1: 2500 * 0.9 = 2250
Year 2: 2000 * 0.9 = 1800
Year 3: 1000 * 0.9 = 900
Year 4: -442 * 0.9 = -397.8

NPV = -5500 + (2250 / (1 + 0.0075)^1) + (1800 / (1 + 0.0075)^2) + (900 / (1 + 0.0075)^3) - (397.8 / (1 + 0.0075)^4)
NPV = -5500 + 2233.20 + 1776.51 + 884.57 - 386.37
NPV for Project A (adjusted) = -£992.09 million
Project B:
Initial investment (Year 0): -1000 * 1.1 = -1100
Adjusted Cash Flows:
Year 1: 1500 * 0.9 = 1350
Year 2: 1000 * 0.9 = 900
Year 3: 1000 * 0.9 = 900
Year 4: -470 * 0.9 = -423
NPV = -1100 + (1350 / (1 + 0.0075)^1) + (900 / (1 + 0.0075)^2) + (900 / (1 + 0.0075)^3) - (423 / (1 + 0.0075)^4)
NPV = -1100 + 1339.95 + 886.66 + 879.89 - 410.60
NPV for Project B (adjusted) = £1,595.90 million
Project A: The re-calculated NPV of Project A has moved towards the negative side as it comes at -£992,09 million. Both reflect the reduction in earnings because of Project A and mean that the latter should not be chosen. The initial investment and the cash flows of the project decrease by 10% and 10% respectively, making the project much riskier than before.
Project B: Over the subsequent several years, the amended NPV for Project B continued positive at £1,595.90 million because the initial investment and the future cash flows declined. The NPV has diminished (from £1,945.43 million to £1,595.90 million) compared to the original scenario, but still profitable and commercially appealing.

In short, after considering the new circumstances in which an initial investment increment and a cash flow deduction of 10%, Project B still represents a greater option for Capri Holdings. There are two projects: Project A does not make a profit and therefore should be rejected. Project B although leads to the smaller NPV, still obtains the positive return and is planned for investments. The operability of the projects to shifts in initial investments and cash flows demonstrates the critical need for carrying out sensitivity analysis and considering the probable risks when analysing investment prospects.
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Payback Period (PBP):
Advantages:
· Simplicity: Probably, PBP, due to the simplicity of calculations and understanding of it, is attractive to the managers.
· Liquidity and risk assessment: The platform offers a prompt liquidity test and risk assessment of a financing efficiency of the project according to experts' opinions (Gitman et al., 2015).
Shortcomings:
· Ignores post-payback cash flows: Two serious limitations of the PBP are that this technique ignores the cash flows of both the post-payback period and the long-term perspective(Business,2017).
· Time value of money: The policy ignores the principle of time-value of money and by so doing fewer optimum decisions are reached (Ross, 2015).
Accounting Rate of Return (ARR):
Advantages:
· Simplicity: ARR is easy to depend on, and its data to be used are available to every the accounting data (Drury, 2013).
· Profitability measure: ARR measures the profitability of a project (Atrill & McLaney, 2006) with this approach.
Shortcomings:
· Time value of money: ARR fails to incorporate the time valuation of money which might create misleading project valuating (Brigham, 2016).
· Cash flow timing: In the light of all this, ARR treats all cash flows as though they occurred presently and disregards their magnitudes, concentrating only on accounting profits.
Net Present Value (NPV):
Advantages:
· Time value of money: These features are also included in this analysis, which gives a more precise assessment of the project’s worth (Ross, 2015).
· Cash flow focus: NPV utilizes cash flows not accounting income; hence, the true value of a project is correctly shown by not using accounting income (Berk et al., 2013).
· Clear decision rule: NPV is a comprehensive criterion of distinguishing between projects with positive and negative NPV. Positive NPV reflects a situation when the project justifies its initial investment whereas negative NPV maximizes the return (Brigham, 2016).
Shortcomings:
· Estimation accuracy: NPV hinges on determining actual cash flow amounts of future events and appropriate discount rates for those events that are both challenging and error-prone.
· Sensitivity to assumptions: NPV can be vulnerable if the assumptions of the projections changes, for instance, if the discount rate is or the expected cash flows are altered (Gotze  et al., 2008).
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· Strategic alignment: The Project should be in line with the company’s strategic objectives and long-term goals and should also contribute to the organization’s sustainable growth (Johnson et al., 2020).
· Competitive advantage: The project should form part of the competitiveness of the company in the market; through the augmentation of market position, brand equation or customer loyalty (Porter, 1985).
· Technological feasibility: The organization should establish whether it possesses the required technology abilities and assets capable for thriving the project (Schilling, 2017).
· Human resources: The business association should look at the inventory and the skills they currently must make decisions on employee training and hiring (Armstrong & Taylor 2014).
· Environmental and social impact: Besides assessing the environmental and social effects on the part of the organization, these may compromise the reputation and the long-term sustainability of the firm (Crane et al., 2019).
· Legal and regulatory compliance: Company has to make sure the project is in line with the applicable laws, regulations and standards to diminish a probability of problems, that may occur due to those reasons (Chaffey & Wood, 2005).
· Organizational culture: The project has to be aligned with the company culture and contract, therefore it has to fit to implement successfully including team buy-in which will lead to success (Schein, 2010).
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