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Executive Summary
	Strategic projects are a common business venture adopted by firms as a measure of growth. These projects demand critical investment decision-making tools to determine the viability of each project available for implementation. The method of financing investments varies from debt to equity finances, whose ratio ought to change with respect to shareholder value (Mahmood et al., 2011). Organizations take up projects to increase their revenue generation levels as a measure of remaining competitive in the market place. The option to invest in the building of new stores or takeovers is a strategic decision that redefines the respective organization’s market position. Scylace has at its disposal the option of building new superstores at location A and B or building one store and taking over the Helibeb’s clothing retail store. The most viable project likely to be adopted is expected to result in the adjustment of the firm’s marketing positioning due to the changes expected to occur on productivity and profitability levels.
	According to the assessments carried out on the investment cost and the projected financial reports, the most viable project that will be implemented is the building of a superstore in location A and acquisition of Helibeb’s plc. The new establishment put up in location A is quite costly, but the returns are worthy of the venture. Mergers and acquisitions are a standard mechanism used to facilitate the growth of a firm through diversification (Pachulia, 2018). Based on the financial projections presented for Helibeb plc, the takeover option is also a viable acquisition project worthy investment. The viability is based on the profitability and productivity of the project, which is accounted for through the calculation of financial ratios. Acquisitions are beneficial compared to working alone based on factors such as increased return on equity and lowered expenses (Malik et al., 2014). Some of the financial calculations done include estimation of the net profit margin, book gearing, and the turnover of capital employed. These ratios give insight into the financial health status of Helibeb plc.
  

Project Decision Making
Introduction
	Investment analysis is an important step in the selection of viable projects (Shvetsova, Rodionova & Epstein, 2018). Investment projects are a critical element of business growth that take the form of proposals which a firm can implement if it is rendered viable from the perspective of financial projections. On that note, decision making processes to evaluate projects and alternatives is crucial (Lukicheva & Egorychev, 2016). Scylace plc is a retail store that takes care of customer’s grocery needs. The grocery retail chain wants to acquire Helibeb or build superstores in two locations. Scylace’s investment decision will be based on an assessment of the viability of the aforementioned projects. According to Schwerdt (2010), investment decisions are guided by the selection of assets and liabilities to achieve an optimal portfolio that increases value for a firm. As a result, a detailed financial description of both projects will be provided to arrive at an appropriate recommendation on the best investment decision. Financial projections are part of planning that inform a firm of the factors likely to influence a project (Vijendra, 2014). The factors critical in the selection of an optimal investment between building both superstores in location A and B and acquiring Helibeb include the return on investment, expected profitability levels, and different stakeholder satisfaction rates including the shareholders. On that note, an analysis of the aforementioned factors will be conducted, and the viable projects for Scylace plc are provided.
Investment Selection Criteria
Business Finance
	Financial control is an essential concept in the selection of a viable project. The control entails the availability of finances and the cost of investment. In this case, the cost of building the superstore in location A and B, and that of acquiring Helibeb plc, a clothing retail store. Knowledge transfer is critical in new ventures to guide the decision-making process of business, including financial control measures (Picot-Coupey, Burt, and Cliquet, 2014). There are different financing mechanisms a firm can adopt to obtain the required funds to venture into an investment. Brabham (2008), notes that crowds have the greatest power to solve most financial problems. The most recent phenomena of crowdfunding explains the use of shares and bonds by firms to obtain funds (Rossi, 2014). Debt, equity, and the firm’s capital are the primary forms of financing available for Scylace Plc. The firm could issue shares in the market place and expect funds from the new shareholders to finance its respective projects. These shareholders, in return, expect the firm to act in their best interest and increase value for their investment (Ross, Westerfield & Jordan, 2017). Scylace already has issued shares before, which pay a dividend of 24.00 p per share and has its shares trading at a nominal rate of £1 per share. The firm is focused on increasing shareholder value evident through the expected constant growth in dividends at a rate of 3% as further illustrated in figure 1 below.
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Figure 1: Dividend Growth Rate
On the other hand, debt financing is also a common financing mechanism in which a firm borrows funds from banks or other avenues in the form of loans. Debt financing not only raises the required funds but also ensures that the shareholder’s shares in the firm are not reduced. This measure is in line with a firm’s role in ensuring that an investment decision is in the best interest of shareholders. The two debt financing mechanisms available for Scylace plc include the issuance of a 20-year bond and a 50-year bond. Corporate bonds are a recommendable way of raising funds as they are much controllable; as a result, secure. Upon issuing corporate bonds, Scylace plc is in a position to set fixed interest rates which are advantageous as they mitigate the risk of changes in interest rate attributed to the changing economic conditions. However, it is also crucial for Scylace to understand that raising funds through bonds also has its limitations. For instance, bond interest has to be paid regardless of losses; as a result, can reduce shareholder value since the interest payments are prioritized over any other obligation.
The redemption yield of each bond is similar to the yield to maturity, which reflects the rate of return or the capital gain or loss expected. The redemption yield is actualized if the investors hold their respective bonds to maturity date when the investment amount and interest accrued is paid. Both bonds available for Scylace have a similar face value but appreciate differently due to the difference in nominal interest rates of 8% and 6.5% for the 20 year and 50-year bond respectively. The yield to redemption for the 20-year bond is 3.32% while the 50-year bond has a 4.51% yield to maturity. The 50-year bond has a higher yield market rate compared to the 20-year bond but has a low predicted market price. On that note, Scylace should obtain funds from the 20-year bond which trades at a predicted market price of £150 compared to the 20-year bond which trades at £120. The 20-year bond is recommendable due to affordability purposes that is it will raise a significant amount of funds; at the same time, has a low yield to maturity which reduces the firm’s expenses since it is less costly.
Evaluation of the Project Investments
Scylace is focused on building two superstores in location A and Location B or either. The cost of building in the two locations are different, so is the annual profits expected to be generated from business activities within the premise. The viability of the most appropriate project will be based on the yearly profits made and the rate of return on investment. Building a store in location A is much costly compared to location B, which involve a rate of £40 and £25 million, respectively. The generation of profits is the main objective of any investment venture made by a business enterprise. A firm that incurs losses on investments made has a short life span.
Financial analysis is conducted to determine the stability, profitability, and viability of the projects (Sultan, 2014). Profitability levels are used to assess the viability of projects since high-profit projections mean the investments are rewardable. As a result, the investment is deemed viable for implementation. The profitability levels of organizations provide adequate information on the financial health of the firm and serve as an attractive tool for other business activities. For instance, investors observe the trends in profit generation to make investment decisions. On that note, highly profitable investments attract more investors, which imply more finance to fund the cost of investment will be generated.
The annual profits expected to be generated by Scylace plc are calculated as the difference between the annual sales revenue and the yearly cost of sales, staff costs, depreciation, and other annual costs. The results for location A is £1 million, while location B is expected to generate a profit of £0.66 million. The initial investment is expected to generate higher profits compared to the latter. However, it is essential to note that the project for location A is much costly despite the generation of high profits. Regardless, based on profitability levels, Scylace should build a store in location A since it will generate higher returns.
Capital structures are a critical element that determine the success of firms as they give an overview of the liquidity levels (Abdul et al., 2013). The average investment cost is an additional factor that requires assessment to determine the viability of a project in a bid to determine the best combination between building one store and acquiring Helibeb plc or building superstores in both locations. The average investment facilitates the calculation of the return on investment and is calculated as the average of cost of new superstore and the residual value. The residual value is the final value of investment after depreciation of the asset is deducted on a straight line basis. In the case of Scylace, the average investment for building a superstore in location A and B is 25 and 14 respectively. The average investment cost is a critical element of calculating the accounting rate of return.
A calculation of the return on investment is critical to affirm the best investment decision before an assessment of the viability of the acquisition project. On that note, the return on investment for building in both locations is calculated as the accounting rate of return (ARR).The ARR is used in capital budgeting to determine the viability of a proposed capital investment. Additionally, Gindu et al (2016), attest to the importance of risk management amidst the recent economic and financial crisis. The capital budgeting tool is also used to assess the risk levels of a firm to determine whether an investment is worth the implementation. In this regard, earnings that are higher than the risks facing a firm are detectable and appropriate investment decisions are made. In particular, such a risk assessment is made possible through an evaluation of the percentage income generated by an investment.  
Building a superstore in location A has a lower return on investment compared to a store in location B albeit the difference is minute. The accounting rate of return for building a superstore in location A is 4.50 while that of location B is 4.71. Regardless of the difference, both project investments will generate positive returns on investment as depicted by the accounting rate of return. Therefore, building stores in both locations is a viable option since they will both generate positive revenues. However, an assessment of the acquisition of Helibeb plc is critical in determining the optimal option between building the two stores and engaging in an acquisition, and building one store. According to Peng (2014), takeovers including mergers and acquisitions have several advantages including increased demand and revenues. It is on that note that Scylace plc will engage in a takeover of Helibeb plc to increase its sales and revenue.
Financial performance gives insights into the leadership role and performance with respect to resource utilization; as a result, contributing to the overall economic growth (Almajali, Alamro, & Al-Soub, 2012; Matar & Eneizen, 2018). An evaluation of Helibeb’s financial statements for 2016, 2017 and 2018 provides detailed information regarding the firm’s financial health. Further assessment is made possible through the use of different financial ratios, which are a time-tested method of business analysis (AlGhusin, 2015). Helibeb is a profitable firm based on the increase in retained profits from £10 to £11 million. On the other hand, the assets held by Scylace plc have increased over the three trading years making it possible to offset the increasing current liabilities accrued over the three years.
The viability of the acquisition project is calculated using the return on shareholders’ equity that is obtained as a product of the earnings after tax and two divided by the summation of the opening and closing values of the shareholders equity. This ratio measure the rate at which a firm can generate value for shareholders for investments made (Yadiati, 2017). The return on the shareholders equity in 2017 increased from 14.80 to 15.19 in 2018. This implies that Helibeb is in a position to generate value for the investments made by shareholders, a factor that contributes to the viability of acquiring the firm. On a different note, an assessment of Helibeb’s turnover of capital employed presents the efficiency of the firm in the utilization of capital to generate sales. The turnover of capital employed was 3.60 but declined to 3.55 in 2018. The decrease was insignificant; as a result, no major inefficiencies were witnessed. Therefore, the ratio also provides a good basis for project implementation.
The profitability rates of Helibeb plc could be obtained from the net profit margin and the operating margin. The net profit margin gives the firm’s overview of its profitability and liquidity state (Husna & Desiyanti, 2016). The net profit margin has increased from 2.34 to 2.60 which presents a significant rise that has been made possible through the increase in the retained earnings generated by the firm. On the other hand, the operating margin is a crucial measure of the profitability levels of Helibeb Plc as it gives insights into the financial status of the firm before interest, taxes and dividends are deducted. The operating margin has increased from 3.70 to 3.90, which is a positive indication of financial health. Lastly, the book gearing ratio reveals the firm’s leverage capacity based on the shareholders’ funds.  
Conclusion
The selection of viable projects is a critical phase of business growth as it determines the success rate of an organization. It is on that note, that an assessment was conducted to determine the project that is worth implementation by Scylace plc.  The grocery retail chain has the option of investing in both location building or establishing one store in either location A or B and acquiring the profitable Helibeb clothing retail firm. On that note, an analysis has been conducted for Scylace to determine which project it will take up as a strategy of growth. In particular, the financing mechanisms were analyzed to determine the most effective option of raising funds within the firm. Amongst the three options available including issuance of the 20 year or 50 year corporate bond. The bonds are the major form of debt financing while Scylace has the option of issuing new shares in the market to raise funds to cater for the investment cost. An evaluation of the best approach to raise funds leads to the analysis of the total cost incurred in the different projects available as a measure of determining the most viable project. Different factors are assessed including profitability levels and productivity in the evaluation sector.
Recommendation
It is recommendable that Scylace acquires Helibeb plc and build a superstore in location A as a measure of maximizing on its profitability levels; as a result, realize an increase in growth in the long-run. This investment decision has been figured out after a detailed analysis of available data on the firm’s profitability levels. The project selected is the most viable based on the high profits expected to be generated. In particular, building a superstore in location A will imply that the firm will make a profit of £1 million compared to the £0.66 million likely to be generated from building the stores in location B. On the other hand, Scylace will generate high profits of £10 million and above through the takeover of Helibeb, a profitable clothing retail store. The profits at Helibeb increased from £10 million to £11 million, an indication that future projections are likely to increase. The only alarming factor in the takeover bid is the turnover capital employed which has been declining through 2017-2018. Therefore, it is recommendable that the firm should strategize more compelling measures that would ensure the efficient use of capital to generate revenue. 
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