
PROJECT APPRAISAL 

It is an assessment of a project in terms of its viability and feasibility. It is an 
analysis of cost and benefit of a project over the project life. y p j p j

1. ECONOMIC APPRAISAL

2. FINANCIAL APPRAISAL

3 TECHNICALAPPRAISAL3. TECHNICAL APPRAISAL

4. MARKET APPRAISAL

5. MANAGERIAL APPRAISAL

6. ENVIRONMENTAL APPRAISAL



PROJECT APPRAISAL 

ECONOMIC APPRAISAL 

i. PAYBACKPERIOD

ii. AVERAGERATEOFRETURNONINVESTMENTii. AVERAGERATEOFRETURNONINVESTMENT

iii. NETPRESENTVALUE

iv. INTERNALRATEOFRETURN

v. BENEFIT-COSTRATIO

vi. LEVEL OF CAPACITY UTILISATION OR BREAKEVEN ANALYSIS 



PROJECT APPRAISAL 

FINANCIAL APPRAISAL 
i. REQUIREDFINANCIALRESOURCES

a. FIXEDASSETS
b. CURRENTASSETS
c. NECESSARYWORKINGCAPITAL

ii. AVAILABILITYOFFINANCIALRESOURCES

a REQUIREDBORROWINGa. REQUIREDBORROWING
b. POTENTIAL SOURCESOF FUNDS
c. COSTOF BORROWING
d REPAYMENTCONDITIONSd. REPAYMENTCONDITIONS
e. OPERATIONCOSTANALYSIS
f. FIXEDCOSTS
g VARIABLECOSTSg. VARIABLECOSTS
h. PROJECTCASHFLOW
i. PROJECTPROFITABILITY



PROJECT APPRAISAL 

TECHNICAL APPRAISAL 

i. CRUCIALTECHNICAL SPECIFICATIONS

a. DESIGN
b. DURABILITY
c RELIABILITYc. RELIABILITY
d. PRODUCTSAFETY
e. STANDARDIZATION

ii. ENGINEERINGREQUIREMENTS
a. MACHINES
b TOOLSb. TOOLS
c. TECHNOLOGY
d. WORKFLOW

Cont…



PROJECT APPRAISAL 

TECHNICAL APPRAISAL  …Contd.

iii. PRODUCTDEVELOPMENT

a. BLUEPRINTS
b. MODELS
c PROTOTYPESc. PROTOTYPES

iv. PLANTLOCATION
a. LANDANDSITEAVAILABILITYa. LANDANDSITEAVAILABILITY
b. PROXIMITYTOMARKET
c. PROXIMITYTOSOURCEOFRAWMATERIAL
d. AVAILABILITYOF SUPPORTSERVICESd. AVAILABILITYOF SUPPORTSERVICES
e. SCOPEFOREXPANSION
f. GOVERNMENTRESTRICTIONS/INCENTIVES
g INFRASTRUCTUREg. INFRASTRUCTURE
h. ACCESSIBILITY
i. AVAILABILITYOFWORKFORCE



PROJECT APPRAISAL 

MARKET APPRAISAL 

i. MARKETPOTENTIAL

ii. UNDERSTANDINGOFCUSTOMERS

iii. DIFFERENTIATION

iv. MARKETSEGMENTATION

v. POTENTIALDEMAND

vi DEMAND-SUPPLYGAPvi. DEMAND-SUPPLYGAP

vii. MARKETTESTREPORT

viii. SALESPRICE PROJECTIONS

ix. PROPOSEDCHANNELSOFDISTRIBUTION

x. PRODUCTPROMOTIONSTRATEGY

xi. PRODUCTLIFECYCLEANALYSIS

xii. COMPETITIONANDCOMPETITOR’S ANALYSIS



PROJECT APPRAISAL 

MANAGERIAL APPRAISAL 

i. PERSONAL BACKGROUNDOFTHEPROMOTERS

ii. THEIR EXPERIENCE, SKILL ANDKNOWLEDGEBASE

iii. FINANCIAL LEVERAGEWITHTHEM

iv. CREDITWORTHINESSOF THEPROMOTERS

v. ORGANISATIONAL SETUPANDRESPONSIBILITIESATVARIOUSLEVELS

vi AVAILABILITYOFMANAGERIALRESOURCESvi. AVAILABILITYOFMANAGERIALRESOURCES

ENVIRONMENTALAPPRAISALENVIRONMENTAL APPRAISAL 

i. ENVIRONMENTALRISK

ii POLLUTIONCONTROLPLANii. POLLUTIONCONTROLPLAN

iii. COMPLIANCEWITHGOVERNMENTREGULATIONS



MAJOR FINANCIAL RATIOS USED IN PROJECT APPRAISAL 

1. DEBT- EQUITYRATIO (1:3)

TOTALDEBTS / [OWNER’S CAPITAL+SUBSIDY]*100= TOTALDEBTS / [OWNER’S CAPITAL+SUBSIDY]*100

= TOTALDEBTS/EQUITY+RESERVES (INTHECASEOFA LTD. CO.)

2. CURRENTRATIO (2 BUTNOT> 1.33)

=CURRENTASSETS / CURRENTLIABILITIES

3. DEBTSERVICECOVERAGERATIO (2 ORMOREBUTNOT> 1.5)( )

= [NET PROFIT AFTER TAX +DEPRECIATION+ INTERESTON TERM BORROWINGS]

/ ANNUALREPAYMENT+ INTERESTONBORROWINGS]

Cont…



MAJOR FINANCIAL RATIOS USED IN PROJECT APPRAISAL …Contd

4. RETURNSONINVESTMENT (HIGHERTHANTHEHIGHESTRATEOF INTEREST)

=NETPROFIT BEFORE INTERESTANDTAX / INVESTMENT

5 RETURNONEQUITY (HIGHERTHANTHEOTHER INVESTMENTS)5. RETURNONEQUITY (HIGHERTHANTHEOTHER INVESTMENTS)

=NETPROFIT AFTERTAX / OWNER’S CAPITAL

6. NETPROFITABILITYRATIO ( >OR=TOINDUSTRYAVERAGE)

= NETPROFIT / SALES*100

7. OPERATINGRATIO

=COSTOFGOODSSOLD+OPERATINGEXPENSES / NET SALES* 100=COSTOFGOODSSOLD+OPERATINGEXPENSES / NET SALES 100
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