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FEASIBILITY STUDY 
Financial Projections Financial Projections 



VI. Financial feasibility objectives

 Determines the accuracy of cost estimates, 
suitability of the envisaged pattern of 
financing and general soundness of the 
capital structure.
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capital structure.

 Understands the Total Cost of Project and 
Financial feasibility checks. 

 Determines whether a Project is Financially 
Feasible, will it provide adequate returns to 
all investors (including lenders) based on 
reasonable Assumptions. 



VI. Financial feasibility components

 1- Total capital requirements 

A- Assess the capital needs of the business 
project and how these needs will be met. 

❸ Determining Components of the 
Feasibility Study Report

3

project and how these needs will be met. 

B- Estimate initial investment needs and Start 
up costs (capital requirements for facilities, 
equipment and inventories.The value is usually 
negative, since most projects involve an initial 
cash outflow. The initial investment can include 
licensing fees and startup costs. 



VI. Financial feasibility components

C- Estimate working capital needs. 

W. Capital = Current Assets – Current Liabilities 

 Working capital measures how much in liquid 
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 Working capital measures how much in liquid 
assets a company must have. 

 It also a measure of both a company's 
efficiency and its short-term financial health . 

 Working capital is the amount of money that a 
company has tied up in funding its day to day 
operations. 



VI. Financial feasibility components

 Current assets are those assets that are 
expected to be used (sold or consumed) 
within a year. (Cash, Account Receivables) 
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 Current assets are shown on the balance 
sheet, and are listed in order of increasing 
liquidity(how easy they are to convert to cash)

 The current asset position of a company is 
important, both for assessing its financial 
strength financial position and for gauging its 
operational efficiency. 



VI. Financial feasibility components

 Current liabilities are the liabilities that are to 
be settled in less than a year (including 
accounts payable). 
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 Current liabilities are one of the major groups 
of items on the balance sheet. 

 Current liabilities are very important in 
gauging a company's financial health as the 
company needs to have the money to meet 
these commitments in the short term.



VI. Financial feasibility components

 2- Financial needs

 Identify the Sources of Financing, the project 
is either internally financed (self financed) or 
externally financed. 
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externally financed. 

 Assess alternative sources for financing; 
banks, government (i.e. direct loans or loan 
guarantees), grants. 

 Assess expected interest rates, terms,
conditions, etc. 

 Establish debt-to-equity levels. 



VI. Financial feasibility components

 3- “Financial “Indicators” 

Is a relative magnitude of two selected 
numerical values taken from an enterprise's
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financial statements. 

there are many standard ratios used to evaluate 
the overall financial condition of a corporation or 
other organization and it is used to compare the 
strengths and weaknesses in various 
companies.



VI. Financial feasibility components

 3- Financial “Indicators” 

 There are endless financial and economic 
indicators that can be developed and derived, 
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based on the needs of particular project. 

We will identify the most important and critical: 

• Internal Rate of Return - IRR 

• Return on Investment – ROI 

• Break-Even Point – BEP 

• Net Profit 



VI. Financial feasibility components

 4- Financial Planning (Expected Budget 
and Alternatives) 

• Costs and revenue estimation. (variable and 
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fixed) 

• Estimate the profit margin and expected net 
profit. 

• Estimate the break-even point.

• Determine project expected cash flow during 
the start-up period. 



VI. Financial feasibility components

 5- Financial Statement 

• Financial statements (or financial reports) are 
formal records of a business' financial activities. 
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These statements provide an overview of a 
business' profitability and financial condition in 
both short and long term. 

• There are three basic financial statements: 
(Three to Five years highlight) 



VI. Financial feasibility components

 5- Financial Reports & Statements 

• Balance Sheet: also referred to as statement 
of financial position or condition, reports on a 
company's assets, liabilities and net equity as of 
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company's assets, liabilities and net equity as of 
a given point in time. 

• Income Statement: also referred to as Profit 
or loss statement, reports on a company's 
results of operations over a period of time. 

 • They can be used to perform many 
analyses, which is called Ratio Analysis. 



VI. Financial feasibility- (pro forma statements)

 A Projected revenues, operating costs, and net 
income.

 B. Capital requirements, potential and actual 
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 B. Capital requirements, potential and actual 
sources of equity, equity accumulation 
schedule, investment schedule (land, plant, 
equipment, human resources, etc.).

 C. Pro forma cash flow statement.



VI.Financial feasibility-(pro forma statements)

 D. Income, balance sheet, and sources and 
uses of funds statements.

 E. Equity accumulation plan and financial ratio 
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 E. Equity accumulation plan and financial ratio 
analysis.

 F. Financial plan summary (description of how 
it will all fit together).



VI.Financial feasibility-(pro forma statements)

 Cash flow statements should be monthly

 Income statements and balance sheets should 
be monthly or quarterly for the first year and 
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be monthly or quarterly for the first year and 
then annual for the second and third years.

 Financial statements and projections stem 
from valid and objective assumptions. 
Financial assumptions, such as capital 
requirements, equity needs, prices, human 
resources needed, and other factors.



VI.Financial feasibility-(pro forma statements)

 Because the economics of the project are so 
important to project assessment, financial 
assumptions must be :
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assumptions must be :

- In line with the reality of the situation and 

- Should not be overly optimistic or simplistic. 



VI.Financial feasibility-(pro forma statements)

 Financial assumptions such as price 
forecasts/projections should be based on solid 
facts, such as historical prices and changes 
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facts, such as historical prices and changes 
that have occurred in the industry which may 
affect the outlook. 

 The sources for the facts and the rationale for 
key assumptions should be well documented 
either in the report body or in an appendix.



VI.Financial feasibility-(pro forma statements)

 Most feasibility studies begin with pro forma 
cash flow statements based on the 
assumptions and other data collected about 
the project, such as equity collected, product 

❸ Determining Components of the 
Feasibility Study Report

18

the project, such as equity collected, product 
volume, purchases, sales, and expenses.

 Besides equity, revenue streams and 
operating costs, the pro forma statements 
must include repayment and interest on 
potential short-term and long-term debt and/or 
other investments in the project. 



VI.Financial feasibility-(pro forma statements)

 The cash flow statements (usually done on a 
monthly basis) must clearly show when capital 
is introduced and when it is repaid.
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is introduced and when it is repaid.

 This is important for indicating the project’s 
repayment capacity, a critical consideration 
for a lender or investor.
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VI.Financial feasibility-(pro forma statements)

 Also included in this section are income 
statements, balance sheets, and sources and 
uses of funds statements (or statements of 
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uses of funds statements (or statements of 
cash flows). 

 These pro forma statements provide important 
information beyond the cash flow analysis.
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VI.Financial feasibility-(pro forma statements)

 Another useful analysis to include is a ratio 
analysis where ratios are developed from the 
pro forma statements. 

❸ Determining Components of the 
Feasibility Study Report

25

pro forma statements. 

 For example, current ratios, debt ratios, 
assets turnover, return on net worth, return on 
investment, return on sales, etc., should be 
formulated and compared during the projected 
years.
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Ratio  Item

(current assets/current liabilities)Current ratio

(total debt/total assets)Debt ratios

(receivables/sales per day)Average 
collection period
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collection period

(sales/total assets)Total assets 
turnover

(net margins/total equity)Return on equity

(net margins/Investment)Return on 
Investment

(net margins/sales)Return on sales
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VI.Financial feasibility-(pro forma statements)

 In the financial analysis, the study should show 
the impact of varying key project assumptions. 
This controlled variation, called sensitivity 
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This controlled variation, called sensitivity 
analysis, permits planners to view which 
project elements are the most susceptible to 
positive and negative changes. 

 For example,what impact does a 10-percent 
reduction in sales volume have on net income?



VI.Financial feasibility-(pro forma statements)

 The sensitivity analyses conducted should then 
be studied, and should be developed into 
specific scenarios, which would involve looking 
at all aspects of how the proposed possible 
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at all aspects of how the proposed possible 
changes would affect the project. 

 Both “worst-case” possibilities and optimistic 
scenarios should be created for comparison 
purposes. A comparison table and discussion 
should be developed so that it’s easy to assess 
the differences between scenarios.
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VI.Financial feasibility-(pro forma statements)

 The financial section should summarize all the 
findings of the financial analyses and provide 
an overall assessment of the financial and 

❸ Determining Components of the 
Feasibility Study Report

32

an overall assessment of the financial and 
economic implications of the project. 

 The financial impacts at both the cooperative 
and member level should be detailed.



1- Financial feasibility components estimate 
working capital measuring ___________. 

A- Current capital – Current asset 

Multiple Choice Questions

Review questions

A- Current capital – Current asset 
B- Current Assets – Current capital 
C- Current Assets – Current Liabilities 
D- None of these. 

Answer: C



2- Financial Indicators in financial feasibility 
components includes _________. 

A- Working capital. 

Multiple Choice Questions

Review questions

A- Working capital. 
B- Working assets. 
C- Working liabilities. 
D- Break-Even Point 

Answer: D



3- Cash flow statements in financial feasibility-
(pro forma statements) should be _________.

A- Weekly.
B- monthly. 

Multiple Choice Questions

Review questions

B- monthly. 
C- Quarterly. 
D- Semi annual

Answer: B



1- State financial feasibility objectives?

2- Define and state some kinds of Financial 
Indicators of financial feasibility components ? 

Review questions

Brief explain Questions

Indicators of financial feasibility components ? 

3- Explain sensitivity analysis concept? 


