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[bookmark: _Toc237392256]Part 1: Financial Health Check
[bookmark: _Toc237392257]1.1 Overview of Financial Statements 
The majority of the hospitality business recovered after the pandemic (Virgil, 2023). Consolidated revenue of Shangri-La Hotels & Resorts increased from $2,185.4 million in 2024 to $2,234 million in 2025, marking growth in the four consecutive years (Shangri-La, 2026). The jump in revenue in 2023 to reach $2,141.8 driven by the reopening of the key market after COVID, particularly in Mainland China (Mingtiandi, 2024).
The group reported a net profit of $184 million in 2023 after reporting a loss in the previous two years. Slight moderation in the net profit attributed to shareholders in 2025 was also identified as the company continues to grow its  EBITDA by 3.4% to USD 520.9 million (Shangri-La, 2026). It is supported by the healthy cash position with the cash and bank balance of 2.5 billion USD and committed undrawn facilities of USD 759 million as of December 2025. The strategic focus of the company on operational efficiency and disciplined treasury management also ensures stable financial performance (Shangri La, 2026).
[bookmark: _Toc237392258]1.2 Five-Year Trend Analysis
[image: ]
Figure 01: Five-Year Trend Analysis of Revenue, Operating Cost and Net Profit (Loss)
Source: (Ms-Excel)
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Table I: Five-Year Trend Analysis of Revenue, Operating Cost and Net Profit (Loss)
The financial performance of Shangri-La shows a V-shaped recovery, which highlights the resilience of the group and significant volatility in the industry. V-shaped recovery means a significant drop in financial performance, followed by a strong recovery (Arif et al., 2022). After the impact in 2021,  revenue increased by 17.82% to $1.462 million, followed by a sharp 46.48% increase to USD 2.14 billion in 2023. Further, in 2024, growth moderated to 2.03% and then 2.23% in 2025, reflecting the stabilisation of demand.
The group returned to a net profit of USD 184 million in 2023 after the loss of USD 291 million in 2021 and USD 159 million in 2022. The net profit in 2025 moderated to USD 112 million, with the EBITDA increasing by 3.4% to USD 520.9 million (Shangri La, 2026). The moderation of the profit in 2025 shows the rise in operating expenses, which increased from USD 981.9 million in 2024 to USD 910.3 million.
The total assets of Shangri-La grew from USD 12.633 billion in 2022  to  USD 14.427 billion in 2025, indicating the continuous investment and expansion of the portfolio. Asset growth initiatives in 2025 include the launch of Shangri-La Signatures and the opening of airport properties in Shanghai (Minichart, 2026). It shows that the group is committed to differentiation in the brand and asset-light growth model through management agreements for hotels.
[bookmark: _Toc237392259]1.3 Ratio Analysis
[bookmark: _Toc237392260]1.3.1 Profitability Ratios
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Figure 02: Profitability Ratios
Source: (Ms-Excel)
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Table II: Profitability Ratios
The profit of Shangri-La recovered after the pandemic, as the gross profit margin improved from 43.9% in 2021 to 55.7% in 2025, reflecting revenue growth outpacing direct costs. The net profit margin was -27.8% in 2021, reached a peak of 9.4% in 2023, but declined to -6.0% in 2025. Hotels across the country saw a 103% decrease in net operating income and an 85% decrease in gross operating profit during the COVID-19 pandemic (Vorys, 2024). The decline in profit for Shangri-La shows the rising operating and finance costs that impact bottom-line performance.
The ROE improved from -5.7% in 2021 to 3.7% in 2023 but fell to 2.4% in 2025, indicating that shareholders of Shangri-La are facing losses on their investment. ROCE only reached 2.63% in 2025, which was also at a loss during 2021 and 2022. The EBITDA of Shangri-La reached USD 520.9 million in 2025, but it was offset by the rising finance cost (Shangri-La, 2026).
[bookmark: _Toc237392261]1.3.2 Investment Ratios 
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Figure 03: Market Ratios
Source: (Ms-Excel)
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Table III: Market Ratios
The Price/Earnings Ratio of Shangri-La expanded from 12.6x in 2023 to 19.3x in 2025, showing improvement in the sentiment of investors about the future earning potential of the company. In 2025, the P/E ratio is above the industry level of 17.65x, as it suggests that the market is confident in the asset-rich business model of Shangri-La (Market Screener, 2026). The dividend payout ratio is only 1.7% in 2025, increasing from 0% in the loss-making years of 2021 and 2022. Shangri-La retained the earnings rather than distribution to shareholders and focused on debt reduction. In 2025, Shangri-La declared the full-year dividend of HK 15 cents per ordinary share, totalling approximately USD 70 million, which shows improvement in the shareholder return policy (Shangri-La, 2026). Significantly, the EPS improved from -$0.08 in 2021 to $0.03 in 2025, illustrating that Shangri-La returned a modest level of profit to the shareholders.
[bookmark: _Toc237392262]1.3.3 Efficiency Ratios
[image: ]
Figure 04: Efficiency Ratios
Source: (Ms-Excel)
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Table IV: Efficiency Ratios
The inventory turnover days of Shangri-La decreased from 16 days in 2021 to 11 days in 2025, highlighting improvement in the operational discipline of the company. Significantly, the receivables turnover days decreased from 64 days in 2021 to 35 days in 2025, showing enhanced management of credit and collection from corporate clients, travel agents, and online booking platforms. This is evident in the cash flow generation, as operating cash flow increased by 0.3% to USD 394 million, and free cash flow increased by 14.8% to USD 313 million. At the same time, payable turnover declined from 319 days to 222 days in the same period, which indicates that the company is settling the obligations of the supplier more quickly. It allows for improvement in the relationship with the suppliers but can also reduce the availability of the interest-free trade credit as a short-term source of finance. 
[bookmark: _Toc237392263]1.3.4 Liquidity Ratios
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Figure 05: Liquidity Ratios
Source: (Ms-Excel)
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Table V: Liquidity Ratios
The liquidity position of Shangri-La improved after COVID-19, as the current ratio recovered from 0.69 in 2021 to 1.71  in 2025. The quick weak ratio also improved from 0.68 to 1.69 in 2025, which indicates they have sufficient short-term assets for covering the liabilities. The improvement in the liquidity position is supported by the sufficient cash reserve of USD 2.53 billion, which provides a substantial buffer against the volatility in the market. Shangri-La is maintaining a conservative liquidity position, which is appropriate for the asset-heavy business model.
[bookmark: _Toc237392264]1.3.5 Gearing Ratios 
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Figure 06: Gearing Ratios
Source: (Ms-Excel)
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Table VI: Gearing Ratios
The debt-to-equity ratio rose from 1.23 in 2021 to 1.58 in 2025, indicating the growing dependency on debt finance. Critically, the interest-coverage ratio also improved from negative to 1.17 in 2025, which shows that operating profit is sufficient for covering the interest obligations. Generally, an interest coverage ratio of more than 3 is considered good in the hospitality industry, but it shows that Shangri-La is concerned about the rising interest rate and urgent need for balance sheet optimisation (Hospitality Institute, 2024).
[bookmark: _Toc237392265]1.3.6 Cash Flow Ratios 
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Figure 07: Cash Flow Ratios
Source: (Ms-Excel)
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Table VII: Cash Flow Ratios
The operating cash flow to current liabilities is stable between 0.38 and 0.43, indicating consistent generation of cash in relation to the short-term obligations. The cash flow margin declined from 41.9% in 2021 to 17.3% in 2025, which suggests that revenue growth is outpacing cash flow growth. The decline reflects the investment in working capital and increasing cost of operations after the pandemic. Shangri-La generated sufficient operating cash flow of USD 394 million in 2025 to cover the interest payment and support the dividend, which highlights the underlying financial strength.
[bookmark: _Toc237392266]1.4 Overall Financial Performance Evaluation
Shangri-La successfully recovered from the pandemic disruption with a revenue growth of 80% in 2025 compared to the last 5 years. Even after improvement in profit, this raised concerns that the net margin declined from 9.4% to 6% in 2025. The strong current ratio of 1.7 and improved efficiency with fewer receivable days show the strong position of the company. Concerns for Shangri-La include a high gearing ratio and debt coverage of interest. The asset-heavy business model of Shangri-La is creating pressure as they have to focus on reducing interest costs and look towards an asset-light model for improving the return. 
[bookmark: _Toc237392267]1.5 Ratio Summary Table
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Table VIII: Comparison of Ratio With Industry Benchmark
Source: (Ready Ratios, 2026)
[bookmark: _7benuoihvg22]

[bookmark: _Toc237392268]Part 2: Working Capital Management Analysis 
[bookmark: _Toc237392269]2.1 Introduction 
Working capital management is critical for the capital-intensive operation of Shangri-La, where the efficient conversion of cash directly impacts the debt service capacity. The moderate debt-to-equity ratio with the low interest coverage ratio at the industrial level shows the capital-intensive nature (Islam, 2026). Shangri-La operates more than 90 hotels and mixed-use establishments under the JEN, Shangri-La, and Kerry brands. Mainland China and Hong Kong account for the majority of earnings, with Southeast Asia and other foreign markets making up the remaining portion (Tracxn, 2026). Effective working capital management is necessary for preserving the financial flexibility and supporting the transition towards the asset-light growth model of the company.
[bookmark: _Toc237392270]2.2 Cash Operating Cycle
The cash conversion cycle is consistently negative but improved from -239 days in 2021 to -177 days in 2025. It shows that Shangri-La collects cash from the guest at the time of arrival or before departure, even before paying the suppliers, effectively using the supplier credit to fund the operation. 
The inventory turnover is improved from 16 to 11 days, which shows efficient F&B and amenities management. The diverse portfolio of Shagri-La includes Mainland China, Hong Kong, and Southeast Asia, aligned with the operation-disciplined focus of the company.
Receivable turnover days also show improvement, as it declined from 64 days to 35 days in 2025. It shows improvement in credit management and fast collection from the corporate clients, online booking platforms and travel agents. As of December 2025, Shangri-La has $2,530 million in cash and short-term deposits, consisting of $2,241 million in cash and $289 million in deposits with maturities longer than three months (Shangri-La, 2026).
The payable turnover days also declined from 319 days to 222 days, which is concerning for the suppliers' payments. It reduces the availability of the interest-free trade credit that provides a benefit in working capital (Rrudhani, 2026). It was accepted by the management as it partially offset gains from the improvement in the receivable days and management of the inventory. This shows that the free cash flow improved from USD 273 billion in 2024 to USD 313 billion in 2025 with a growth of 15% (Shangri-La, 2025).
[bookmark: _Toc237392271]2.3 Working Capital Problems
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Figure 08: Cash Conversion Cycle and Working Capital
Source: (Ms-Excel)
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Table IX: Cash Conversion Cycle and Working Capital
The decline in payable days represents the significant reduction in the interest-free trade credit with the suppliers. Free cash flow in 1H25 was US$35.8 million, while operating cash flow was US$59.9 million, essentially flat year over year (Poems, 2026). Recurring capital expenditures consume operating cash flow, which limits the amount of money available for debt reduction (Jain, 2024). It increased the dependency on short-term borrowing with the elevation in leverage.
The working capital improved from -USD 595 million to USD 1,200.7 million, with the negative CCC trend from -239 to -177 days signalling diminishing efficiency gains. It indicates that they are collecting fast payments, which offset the improvement in inventory and receivable management.
[bookmark: _Toc237392272]2.4 Strategies to Improve Liquidity
Optimise Payables Management: Shangri-La has to negotiate with suppliers to improve the payable days, which were at a peak of 319 days in 2021. With the scalability of more than 90 hotels across Asia, an extension in the payment from the supplier days improves the working capital without damaging the relationship.
Leverage Asset-Light Growth: Shangri-La Group combines asset-light management with focused reinvestment in major hotels to capitalize on recovery demand, particularly in the revenge-travel and luxury domestic travel markets in China. It could reduce the working capital burden on the new development of the property as it allows for capital-efficient growth.
Maintain Strong Liquidity Buffer: USD 759 million in undrawn facilities, USD 2,530 million in cash, and the available liquidity of USA 3,289 million ensures coverage of the current liabilities. According to Shangri-La, the company's solid financial standing gives it the resources to handle impending refinancing requirements over the next 24 months and set up the Group for future growth prospects that support short-term financial resilience (Shangri-La Group, 2025).
[bookmark: _Toc237392273]2.5 Financing Options
As of now, short-term finance includes the bank overdraft and undrawn committed facilities of UST 759 million, which are available for temporary needs. However, trade credit is the primary short-term source, with the decline in payable days reducing the availability (Giannetti, 2024). Long-term finance, depending on the return earning a long-term debt, is suggested for Shangri-La. The recently issued SDG senior unsecured note of 3.54% completed the first Panda Bond issue in the onshore capital market of China (Shangri-La, 2025). The large RBM fundamental mix of 68% of the total borrowings helps to reduce the average interest cost by 4% in 2025 (Bond Supermart, 2026). It is suggested that Shangri-La look for long-term financial issues such as bond and bank loans as a major source of finance.
[bookmark: _lp5p6uky8sg8]

[bookmark: _Toc237392274]Part 3: Strategic Financial Restructuring Plan
[bookmark: _Toc237392275] 3.1 Need for Financial Restructuring
Shangri-La Hotels & Resorts has to focus on financial restructuring to improve its balance sheet and maintain its financial capacity. The company has an indebtedness ratio of 74.6%, which shows that the leverage is still material even after adequate financial resources (HKEX News, 2026). The group maintains sufficient cash to cover its financing requirements through 2027 and can restructure without incurring financial pressure.
[image: ]
Figure 09: Hotels Market Size
Source: (Zion Market Research, 2023)
The global hotel market is expected to increase from its estimated USD 1,376.40 billion in 2023 to USD 2,993.90 billion with a CAGR of around 9.14% by 2032 (Zion Market Research, 2023). Thus, the restructuring is justified by the market growth and through excessive capital commitments. Strategic objectives must release capital from low-return assets, which improves the maturity profile of the debt and increases investment with the asset-light management contract.
[bookmark: _Toc237392276]3.2 Financial Restructuring Options
Selective Asset Divestiture: Shangri-La could dispose of mature or non-core properties where they are not getting sufficient returns in relation to the capital requirements. It could be directed towards the repayment of the debt, but the disposals should be selective because excessive sale of the assets can reduce the recurring income (Reis, 2022).
Asset-light Expansion Through Management Contracts: Shangri-La could manage hotels owned by third parties and generate management as well as incentive fees. It can reduce the initial capital expenditure, which also limits the exposure of the balance sheet, along with supporting geographic expansion. There are more than 6,000 hotels in the global construction pipeline in 2025, with the United States and China holding the major development market (Statista, 2025). 
Debt Refinancing and Maturity Restructuring: Interest rates will be lowered for Shangri-La once ESG goals are met. Shangri-La Asia and Bank of China (Hong Kong) (BOCHK) have agreed a five-year sustainability-linked loan of $625.5 million (RMB4.5 billion) (Hong Kong Business, 2024). Extension of the maturities, increasing the fixed rate borrow can reduce the risk of refinancing and interest rates. 
[bookmark: _Toc237392277]3.3 Impact on Shareholder Value, Debt Structure, and Operational Flexibility
Shareholder Value: Restructuring programs can improve the value of the shareholders by selling off the underperforming assets and the use of the proceeds to reduce the debt and future finance costs. The disposals of the assets can reduce the short-term revenue and growth of assets, so management should evaluate based on the expected return, strategic importance and future cash generation potential. 
Debt Structure: Long term fix rate borrow can reduce the exposure of the refinance and fluctuations in interest rates (Wang, 2025). The existing finance arrangement of the Shangri-La shows that the group can access different maturities and sources of funds. Giving the group the freedom to investigate several funding possibilities increases its bargaining power with financial institutions to obtain better financing terms.
Operational Flexibility: Use of the management contract can reduce the capital of the ownership of the property, lead to financial capacity to be redirected towards technology, development of the brand and customer experience. With the increase in global hotel revenue, Shangri-La can create the opportunity to be financially flexible operators.
[bookmark: _Toc237392278]3.4 International Considerations
Currency Risk: The majority of revenue and costs for Shangri-La are identified in the international market, as it means movement in the exchange rate can affect the reported earnings and cost of servicing foreign-currency debt. Matching of the borrowed currency with the operating cash flow can provide a natural hedge that also reduces unnecessary foreign exchange exposure (Rathore, 2025).
Taxation: Disposal of the assets, cross-border finance and intercompany transactions must comply with the local corporate tax, along with the tax and transfer price requirements (Elumilade et al., 2022). Looking for an aggressive tax structure can create regulatory and reputation risks that can outweigh a financial benefit.
Inflation: Increases in wages, utilities, food and property maintenance costs can reduce the hotel margin. Investment decisions must include country-specific inflation and interest rate assumptions rather than uniformity in a global forecast.
Geographical Diversification: The United States and China are the leading markets for the redevelopment of hotels, which provide growth opportunities but also include exposure to different regulatory and geopolitical concerns.
[bookmark: _Toc237392279]3.5 Ethical and ESG Considerations
The financial restructure must balance the return for the shareholders with the responsibility towards the employees, suppliers, communities and the environment. The cost-cutting approach and disposal of the assets should avoid unnecessary social harm; major investments have to look for the long-term environmental consequences. As of 2025, there were no instances of non-compliance with the local laws and regulations related to air and greenhouse gas emissions, discharges into water and land, and the production of hazardous and non-hazardous waste (Shangri-La, 2025).
ESG criteria are a necessity in capital allocation, including energy Efficiency, waste reduction and responsible procurement. Sustainable link finance can also align financial incentives with the environment objective. There is a requirement for transparent reporting to create sustainable value rather than short-term financial improvement.
[bookmark: _qw7fonui7i1u]

[bookmark: _Toc237392280]Part 4: Investment Appraisal and Capital Budgeting
[bookmark: _Toc237392281]4.1 Project Information
The investment appraisal considers the comparable project, which requires the initial investment of £50 million over five years. Project A generates the annual cash flow of £10m, £12m, £14m, £10m and £8m, whereas Project B generates £11m annually. Significantly, Project C generates the uneven pattern of cash over the five years as £5m, £10m, £20m, £25m and £5m. 8% discount rate is applied to reflect the required rate of return, as the analysis includes Payback, ARR, NPV, PI and IRR for comparing the accounting profit, value creation and recovery speed. 
[bookmark: _Toc237392282]4.2 Payback Period
[image: ]
Table X: Payback Period
Project A recovers £46 million at the end of the 4th year, which left the outstanding balance of £4 million at the end of the last year.  However, £8 million was generated in the last year, which is more than double the required amount left, but it still represents slow capital recovery. This project was exposed to uncertainty during most of the period of investment.
The project will recover the £44 million at the end of the fourth year, leaving the outstanding balance of £6 million for the last year. The annual net cash flow of £11 million gives the payback period of 4.55 years, which is the longest among the projects. This project provides a stable annual cash inflow, but the stability does not compensate for the recovery of the initial investment.
Project C is better than the above two projects as it recovers the £35 million in the first 3 years and leaves the outstanding balance of £15 million for the remaining time. Generates £25 million in the fourth year, as stated the payback period of 3.6 years. Project C recovers the initial investment approximately 0.9 years earlier than Project A and 0.95 years earlier than Project B, which makes Project C the strongest in terms of liquidity and capital recovery.
[bookmark: _Toc237392283]4.3 Accounting Rate of Return (ARR) 
[image: ]
Table X: Accounting Rate of Return (ARR) 
Accounting rate of return evaluates the average accounting profit generated by the investment (Dai et al., 2022). This is useful for comparing the profit of the project because it includes the accounting profit earned over the period without incorporating the time value of money.
Project A generated a total accounting profit of £4 million with an average annual profit of £0.8 million and 1.6% of ARR. On the other hand, Project B has a total profit of £5 million, resulting in an ARR of 2%. In all of this, Project C has the highest total profit of £15 million, leading to an annual profit of £3 million and ARR of 6.00%.
Project C is providing the strongest accounting return in all of this, outperforming A by 4.4% and B by 4%. It indicates that the investment in Project C is more effective for generating the accounting profit. ARR should also be considered along with the NPV and IRR because accounting profit does not completely reflect the time value of cash flow.
[bookmark: _Toc237392284]4.4 Net Present Value (NPV)
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Table XI: Net Present Value (NPV)
Net present value analyses whether the project creates value after considering the time value of money (Shou, 2022). The future inflows of cash are discounted to the present value and compared to the initial investment at the discount rate of 8%.
Project A generated the discounted cash flow of  £43.46 million, resulting in an NPV of -£6.54 million. It means it fails to recover the initial investment along with the required rate of return of 8%, as it can reduce shareholder value if under the stated assumption.
Project B provided the discounted inflow of cash of £43.92 million, resulting in an NPV of -£6.08 million. It is a little bit better than the project but still negative over time. It also fails the investment criteria because the present value of the future benefit is less than the initial expenditure.
The discounted inflow of cash of project C is £50.86 million, resulting in an NPV of £0.86 million. After recovering the initial investment at the rate of 8% of the required return, it generated the additional value of approximately £0.86 million.
Project C has the highest undiscounted inflow of cash, but it also has uneven patterns, as it means that a substantial portion of the cash would be received in the later years. Project C should be selected based on the NPV criteria, while the other two should be rejected. Net present value is the strongest decision criterion because it directly measures the contribution of the project to value creation as required.
[bookmark: _Toc237392285]4.5 Profitability Index (PI) 
[bookmark: _pzg0tta4nbw][image: ]
Table XII: Profitability Index (PI) 
Profitability index measures the present value generated of each £1 of initial investment, as a PI above 1 indicates value creation, but less than 1 indicates insufficient discounted returns. Project A has a PI of 0.87, which means that it generates approx £0.87  for every £1  invested. On the other hand, Project B also has a PI of less than 1, at 0.88, which means it is less than the acceptance threshold. Project C achieves a PI of 1.02, as it only passes the criteria among all three.
[bookmark: _Toc237392286]4.6 Internal Rate of Return (IRR)
[image: ]
Table XIII: Internal Rate of Return (IRR)
Internal rate of return identifies the discount rate at which the net present value of the project becomes zero and can be compared with the required rate of return (Arjunan, 2022). Project A has an IRR of 2.72% while Project B achieves 3.26%. Both of the projects are less than the required rate of return of the investment of 8%, indicating that neither project is meeting the required return and should be rejected. Project C produces an IRR of 8%, which exceeds the required return as it also passes the criteria. It is only marginally above the return but provides the strongest return among the three alternative options.
[bookmark: _Toc237392287]4.7 Comparative Evaluation
Project C is clearly outperforming Project A and Project B with the strong payback period at 3.6 years.  It indicates the first recovery of the initial investment and the low exposure for the recovery of the capital. ARR also produced the same ranking, with Project C achieving 6% as compared to the 2% and 1.6% for Projects B and A, respectively. The net present value provides the strongest evidence for the value creation, as Project C produces a positive £0.86 million NPV, whereas Projects A and B produce negative NPVs of £6.54 million and £6.08 million. Profit index ensures that Project C exceeds the acceptance threshold, which achieves 1.02. Project C exceeds the return of 8% to reach 8.59%, whereas A and B remain below it at 2.72% and 3.26%. Each technique measures the different dimensions of the performance of the investment, but the consistent result provides the strongest evidence in the case of Project C.
[bookmark: _Toc237392288]4.8 Recommended Project
Project C is recommended because it is the only project which can satisfy all the major investment criteria. The payback period of 3.6 years ensures the fast recovery of the initial investment, with 6% of the ARR being the highest among all three alternatives. It generates a positive net present value of £0.86 million, which shows value creation at the required rate of return of 8%. The PI of 1.02 also ensures that this counted benefit exceeds the initial investment, with an 8.59% IRR exceeding the required return. Project C provides the strongest overall combination of liquidity, accounting profit and value creation for the shareholders. 
[bookmark: _Toc237392289]4.9 Capital Rationing
Capital rationing means when the organisation has limited funds and cannot take every financially acceptable decision (Awodire et al., 2023). All of the three projects require £50 million, so selection of the one presented is mandatory for the organisation. It should only receive the available capital because it has the positive NPV and PI above 1, while also achieving the highest ARR and IRR and the shortest payback period. As a capital constraint for the initial investment, the allocation of the available funds to Project C would maximise value creation and provide a strong financial return. 
[bookmark: _ctmurvdn6dih]

[bookmark: _Toc237392290]Part 5: Critical Reflection on AI Usage
[bookmark: _Toc237392291]5.1 Tool Disclosure
The research was completely presented independently using the annual report of the company, financial statements, and other data, as there were no generative AI tools used. Microsoft Excel was used for organising the financial information and performance of the investment appraisal calculations. Independent interpretations of the evidence were done in this report, along with the application of the financial management techniques. It ensures that analysis, calculation and recommendations reflect my own understanding and judgement. There was no use of artificial intelligence for the analysis, conclusion and recommendation in the final submission.
[bookmark: _Toc237392292]5.2 Verification of AI Outputs
The verification in this report focused on checking the accuracy and reliability of the independently collected information because there are no AI-generated outputs. Financial figure vulture against the published annual report of Shangri-La and the financial statement. The ratios were also reviewed against the underlying financial data to ensure that the formula was applied consistently. The investment appraisal techniques were also independently completed and checked using the project cash flow provided in the brief. Net present value, payback period, accounting rate of return, profitability index and internal rate of return were also recalculated to confirm accuracy. Some external information was used to support the calculations, including industrial statistics and sustainability information that was only relevant for the Shangri-La. The verification process reduces the possibility of numerical errors, unsupported claims and inappropriate interpretation. The final proposal of this report was based on the evidence, which was independently checked rather than automatically accepted from the automatic system. 
[bookmark: _Toc237392293]5.3 Identification of Hallucinations
There was no use of artificial intelligence for the preparation of the report; thus, no AI hallucinations were incorporated into the analysis. Recognising the possibility of inaccurate AI-generated information could be relevant because financial analysis can increase the AI-based results in organisational environments. Artificial Intelligence can generate incorrect references or misleading interpretations, which can appear without any verification. It shows the importance of checking the information against the primary source, including company reports, corporate disclosures and industry evidence. 
[bookmark: _Toc237392294]5.4 AI Contribution vs Personal Analysis
AI did not contribute to the research, interpretation, calculation and recommendation presented in this report. The complementation of the financial analysis in this report was completely independent, with the application of the relevant techniques to the information provided in the brief and the financial information of the company. The recommendation of Project C was also based on my own comparison of the results, as I found that it has the shortest Payback Period of 3.60 years, the highest ARR of 6.00%, a positive NPV of £0.86 million, PI of 1.02 and IRR of 8.59%. The strategic restructure analysis was also developed by the interpretation of the financial information of the company and the international operating environment. Complementing the independent research improved my understanding of the financial techniques that can support strategic decision-making and reduce the dependency on automated calculations.
[bookmark: _Toc237392295]5.5 Ethical and Professional Reflection 
As there is no use of artificial intelligence, it ensures responsibility for the accuracy, interpretation and conclusion of the report. Incorrect information can be the reason for inappropriate investment and financial decisions. Professional analysis requires more than obtaining the numerical results, including understanding of the assumptions behind the calculation, evaluation of the evidence and explanation of the implications. Maintaining personal responsibility for the analysis supports academic integrity, professional accountability and ethical decision-making. The approach improves my confidence in making evidence-based financial decisions independently. 
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(30.4) (30.4) (46.0) (46.0) 33.9% 33.9%
109 26.1 (6.0) 131.4 NM -80.1%
334.9 583.6 2349 608.8 42.6% -4.1%
(309.7) (297.6) (310.3) (288.6) 0.2% -3.1%
0.7 0.7 0.3 0.3 133.3% 133.3%
(10.1) (10.0) 11.3 115 NM NM
- - 124 11.2 -100% -100%
208.4 - 309.7 - -32.7% NM
2242 276.7 2583 3432 -13.2% -19.4%
(86.3) (157.5) (62.0) (133.1) -39.2% -18.3%
3.4) 6.9) (13.4) (48.7) 74.6% 85.8%
134.5 1123 182.9 161.4 -26.5% -30.4%
22.2) - (21.5) - -3.3% NM
112.3 112.3 161.4 161.4 -30.4% -30.4%




image30.png
ASSETS

Non-current assets

Property, plant and equipment

Investment properties

Right-of-use assets

Intangible assets

Interest in associates

Deferred income tax assets

Financial assets at fair value through other
comprehensive income

Financial assets at fair value through profit or
loss

Derivative financial instruments

Other receivables

Current assets

Inventories

Properties for sale

Accounts receivable, prepayments and deposits

Amounts due from associates

Derivative financial instruments

Financial assets at fair value through profit or
loss

Short-term deposits with original maturities
over 3 months

Cash and cash equivalents

Total assets

Note

As at 31 December

2020 2019
USD’000 USD’000
5,093,983 5,092,022
1,748,296 1,658,560
1,279,746 1,318,451
115,400 108,363
4,207,367 3,912,827
51,911 27,694
4,498 4357
9,948 9,866

- 8,979

16,428 14,963
12,527,577 12,156,082
30,590 33,951
86,529 90,569
231,837 291,661
124,501 112,788

- 2,157

16,273 18,188
66,394 107,181
924,457 909,496
1,480,581 1,565,991
14,008,158 13,722,073
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Market Ratios:-

Particulars Details 2021 2022 2023 2024 2025
Earnings/(Loss) per Share A -$0.08 -$0.04 $0.05 $0.05 $0.03
Market Price per Share B $0.83 $0.85 $0.65 $0.70 $0.61
Dividend per Share C $0.00 $0.00 $0.0000798 [$0.0005318|$0.0005318
Price/Earnings Ratio B/A (10.21) (19.14) 12.57 15.42 19.30
Dividend Payout Ratio C/A 0.00% 0.00% 0.15% 1.17% 1.68%
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EQUITY

Capital and reserves attributable to owners
of the Company

Share capital and premium

Shares held for share award scheme

Other reserves

Retained earnings

Non-controlling interests
Total equity

LIABILITIES

Non-current liabilities

Bank loans

Fixed rate bonds

Derivative financial instruments

Amounts due to non-controlling shareholders
Long term lease liabilities

Deferred income tax liabilities

Current liabilities

Accounts payable and accruals

Contract liabilities

Short term lease liabilities

Amounts due to non-controlling shareholders
Current income tax liabilities

Bank loans

Derivative financial instruments

Total liabilities

Total equity and liabilities

Note

As at 31 December

2020 2019
USD’000 USD 000
3,201,995 3,201,995
(4,265) (5,985)
985,882 653,684
1,877,977 2,339,885
6,061,589 6,189,579
253,158 314,454
6,314,747 6,504,033
4,030,440 3,997,098
1,072,033 868,137
71,579 15,668
46,550 46,550
601,639 588,530
329,923 357,971
6,152,164 5,873,954
601,477 666,377
170,867 175,001
65,891 51,603
45,366 39,528
5,881 30,105
616,439 375,329
35,326 6,143
1,541,247 1,344,086
7,693,411 7,218,040
14,008,158 13,722,073
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ASSETS
Non-current assets

Property, plant and equipment

Investment properties
Right-of-use assets
Intangible assets
Interest in associates

Deferred income tax assets

Financial assets at fair value through other
comprehensive income

Financial assets at fair value through profit or

loss

Derivative financial instruments

Other receivables

Current assets
Inventories
Properties for sale

Accounts receivable, prepayments and deposits
Amounts due from associates

Derivative financial instruments

Financial assets at fair value through profit or

loss

Short-term deposits with original maturities

over 3 months

Cash and cash equivalents

Assets of disposal group classified

as held for sale

Total assets

As at 31 December

Note 2021 2020
USD’000 USD’000
4,634,879 5,093,983
1,758,979 1,748,296
1,174,309 1,279,746

110,024 115,400

4,341,708 4,207,367

73,484 51,911

7,364 4,498

12,626 9,048

1,949 -

14,882 16,428

12,130,204 12,527,577

28,956 30,590

74,976 86,529

4 200,803 231,837
147,987 124,501

2,793 -

17,251 16,273

39,326 66,394

745,540 924,457

1,257,632 1,480,581

8 86,431 -
1,344,063 1,480,581
13,474,267 14,008,158
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EQUITY

Capital and reserves attributable to
owners of the Company

Share capital and premium

Shares held for share award scheme

Other reserves

Retained earnings

Non-controlling interests
Total equity

LIABILITIES

Non-current liabilities

Bank loans

Fixed rate bonds

Derivative financial instruments

Amounts due to non-controlling shareholders
Long term lease liabilities

Deferred income tax liabilities

Current liabilities

Accounts payable and accruals

Contract liabilities

Short term lease liabilities

Amounts due to non-controlling shareholders
Current income tax liabilities

Bank loans

Derivative financial instruments

Liabilities of disposal group classified
as held for sale

Total liabilities

Total equity and liabilities

Note

As at 31 December

2021 2020
USD’000 USD’000
3,201,995 3,201,995
(2,858) (4,265)
1,073,259 985,882
1,591,897 1,877,977
5,864,293 6,061,589
185,571 253,158
6,049,864 6,314,747
3,400,972 4,030,440
1,124,794 1,072,033
25,507 71,579
46,550 46,550
570,726 601,639
303,768 329,923
5,472,317 6,152,164
614,869 601,477
140,823 170,867
48,072 65,891
50,018 45,366
4,205 5,881
1,062,086 616,439
19,622 35,326
1,939,695 1,541,247
12,391 -
1,952,086 1,541,247
7,424,403 7,693,411

13,474,267

14,008,158
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ASSETS

Non-current assets

Property, plant and equipment

Investment properties

Right-of-use assets

Intangible assets

Interest in associates

Deferred income tax assets

Financial assets at fair value through
other comprehensive income

Financial assets at fair value through
profit or loss

Derivative financial instruments

Other receivables

Current assets

Inventories

Properties for sale

Accounts receivable, prepayments and deposits

Amounts due from associates

Derivative financial instruments

Financial assets at fair value through
profit or loss

Short-term deposits with original maturities
over 3 months

Cash and cash equivalents

Assets of disposal group classified
as held for sale

Total assets

Note

As at 31 December

2022 2021
USD’000 USD’000
4,171,457 4,634,879
1,724,867 1,758,979
1,074,681 1,174,309
108,804 110,024
4,124,967 4,341,708
86,534 73,484
3,177 7,364
12,902 12,626
74,975 1,949
13,488 14,882
11,395,852 12,130,204
31,378 28,956
51,177 74,976
209,026 200,803
107,942 147,987
58,253 2,793
13,884 17,251
12,992 39,326
753,002 745,540
1,237,654 1,257,632
- 86,431
1,237,654 1,344,063
12,633,506 13,474,267
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EQUITY

Capital and reserves attributable to
owners of the Company

Share capital and premium

Shares held for share award scheme

Other reserves

Retained earnings

Non-controlling interests
Total equity

LIABILITIES

Non-current liabilities

Bank loans

Fixed rate bonds

Derivative financial instruments

Amounts due to non-controlling shareholders
Long term lease liabilities

Deferred income tax liabilities

Current liabilities

Accounts payable and accruals

Contract liabilities

Short term lease liabilities

Amounts due to non-controlling shareholders
Current income tax liabilities

Bank loans

Derivative financial instruments

Liabilities of disposal group classified
as held for sale

Total liabilities

Total equity and liabilities

As at 31 December

Note 2022 2021
USD’000 USD 000

5 3,201,995 3,201,995
5 (6,111) (2,858)
568,847 1,073,259

1,489,310 1,591,897
5,254,041 5,864,293

170,474 185,571

5,424,515 6,049,864
3,527,212 3,400,972
1,132,761 1,124,794

7,700 25,507

- 46,550

518,960 570,726

295,490 303,768

5,482,123 5,472,317

7 579,222 614,869
89,412 140,823

44,729 48,072

51,779 50,018

6,113 4,205

952,444 1,062,086

3,169 19,622

1,726,868 1,939,695

- 12,391

1,726,868 1,952,086
7,208,991 7,424,403
12,633,506 13,474,267
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ASSETS
Non-current assets

Property, plant and equipment

Investment properties
Right-of-use assets
Intangible assets
Interest in associates

Deferred income tax assets

Financial assets at fair value through
other comprehensive income

Financial assets at fair value through

profit or loss

Derivative financial instruments

Other receivables

Current assets
Inventories
Properties for sale

Accounts receivable, prepayments and deposits
Amounts due from associates

Derivative financial instruments

Financial assets at fair value through

profit or loss

Bank deposits with original maturities over

3 months

Cash and cash equivalents

Total assets

As at 31 December

2023 2022

Note USD’000 USD’000
3,998,055 4,171,457
1,803,429 1,724,867
1,051,345 1,074,681
104,661 108,804
4,304,252 4,124,967
76,625 86,534
2,101 3,177
11,563 12,902
42,173 74,975
12,615 13,488
11,406,819 11,395,852
30,054 31,378
52,125 51,177

4 236,122 209,026
126,596 107,942
32,609 58,253
10,639 13,884
96,825 12,992
870,797 753,002
1,455,767 1,237,654

12,862,586

12,633,506
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EQUITY

Capital and reserves attributable to owners of

the Company
Share capital and premium
Shares held for share award scheme
Other reserves
Retained earnings

Non-controlling interests
Total equity

LIABILITIES

Non-current liabilities

Bank loans

Fixed rate bonds

Derivative financial instruments
Long term lease liabilities
Deferred income tax liabilities

Current liabilities

Accounts payable and accruals

Contract liabilities

Short term lease liabilities

Amounts due to non-controlling shareholders
Current income tax liabilities

Bank loans

Fixed rate bonds

Derivative financial instruments

Total liabilities

Total equity and liabilities

As at 31 December

2023 2022

Note USD’000 USD’000
5 3,201,995 3,201,995
5 (15,645) (6,111)
406,450 568,847

1,629,620 1,489,310
5,222,420 5,254,041

245,623 170,474

5,468,043 5,424,515
3,907,801 3,527,212
1,168,534 1,132,761

13,665 7,700

530,560 518,960

305,816 295,490

5,926,376 5,482,123

7 639,048 579,222
101,051 89,412

41,792 44,729

44,981 51,779

24,239 6,113

506,600 952,444

102,271 -

8,185 3,169

1,468,167 1,726,868

7,394,543 7,208,991
12,862,586 12,633,506
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ASSETS

Non-current assets

Property, plant and equipment

Investment properties

Right-of-use assets

Intangible assets

Interest in associates

Deferred income tax assets

Financial assets at fair value through
other comprehensive income

Financial assets at fair value through profit or loss

Derivative financial instruments

Other receivables

Current assets
Inventories
Properties for sale
Accounts receivable, prepayments and deposits
Amounts due from associates
Derivative financial instruments
Financial assets at fair value through profit or loss
Bank deposits with original maturities over
3 months
Cash and cash equivalents

Total assets

As at 31 December

2024 2023

Note USD’000 USD’000
3,768,173 3,998,055
1,784,273 1,803,429
1,004,424 1,051,345
103,132 104,661
4,280,314 4,304,252
73,331 76,625
2,101 2,101
10,787 11,563
25,102 42,173
11,482 12,615
11,063,119 11,406,819
29,271 30,054
52,577 52,125

4 226,737 236,122
160,157 126,596
24,658 32,609
10,948 10,639
113,916 96,825
1,817,076 870,797
2,435,340 1,455,767
13,498,459 12,862,586
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EQUITY

Capital and reserves attributable to owners of
the Company

Share capital and premium

Shares held for share award scheme

Other reserves

Retained earnings

Non-controlling interests
Total equity

LIABILITIES

Non-current liabilities

Bank loans

Fixed rate bonds

Derivative financial instruments
Long-term lease liabilities

Loan from a non-controlling shareholder
Deferred income tax liabilities

Current liabilities

Accounts payable and accruals

Contract liabilities

Short-term lease liabilities

Amounts due to non-controlling shareholders
Current income tax liabilities

Bank loans

Fixed rate bonds

Derivative financial instruments

Total liabilities

Total equity and liabilities

As at 31 December

2024 2023
Note USD’000 USD 000
5 3,201,995 3,201,995
5 (13,595) (15,645)
279,984 406,450

1,715,142 1,629,620
5,183,526 5,222,420
253,644 245,623
5,437,170 5,468,043
4,708,500 3,907,801

771,291 1,168,534

21,100 13,665

506,059 530,560

38,452 -

321,297 305,816
6,366,699 5,926,376

7 599,329 639,048
107,407 101,051

42,777 41,792

51,416 44,981

19,087 24,239

232,148 506,600

640,324 102,271

2,102 8,185

1,694,590 1,468,167
8,061,289 7,394,543
13,498,459 12,862,586
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ASSETS

Non-current assets

Property, plant and equipment

Investment properties

Right-of-use assets

Intangible assets

Interest in associates

Deferred income tax assets

Financial assets at fair value through
other comprehensive income

Financial assets at fair value through profit or loss

Derivative financial instruments

Other receivables

Current assets

Inventories

Properties for sale

Accounts receivable, prepayments and deposits
Amounts due from associates

Derivative financial instruments

Financial assets at fair value through profit or loss

Bank deposits with original maturities over 3 months

Cash and cash equivalents

Total assets

As at 31 December

2025 2024

Note USD’000 USD’000
3,788,656 3,768,173
1,827,112 1,784,273
1,180,894 1,004,424
102,367 103,132
4,545,301 4,280,314
62,477 73,331
2,412 2,101
10,233 10,787
2,092 25,102
9,734 11,482
11,531,278 11,063,119
27,847 29,271
49,012 52,577

4 202,303 226,737
56,908 160,157
15,251 24,658
13,748 10,948
288,953 113,916
2,241,234 1,817,076
2,895,256 2,435,340
14,426,534 13,498,459
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350.00

300.00

250.00

200.00

150.00

100.00

50.00

= Inventory Turnover Days
——Receivables Turnover Days
=—Payables Turnover Days

Efficiency Ratios

318.71
280.97
234.56
22801 22241
63.62
51.16
37.93 38.65 35.05
15.60 14.20 11.50 11.18 10.54
2021 2022 2023 2024 2025
15.60 1420 11.50 11.18 10.54
63.62 51.16 37.93 38.65 35.05
318.71 280.97 228.01 234.56 22241

=——Inventory Turnover Days ——Receivables Turnover Days

—=—Payables Turnover Days
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EQUITY

Capital and reserves attributable to owners of

the Company
Share capital and premium
Shares held for share award scheme
Other reserves
Retained earnings

Non-controlling interests
Total equity

LIABILITIES

Non-current liabilities

Bank loans

Fixed rate bonds

Derivative financial instruments
Long-term lease liabilities

Loan from a non-controlling shareholder
Deferred income tax liabilities

Current liabilities

Accounts payable and accruals

Contract liabilities

Short-term lease liabilities

Amounts due to non-controlling shareholders
Current income tax liabilities

Bank loans

Fixed rate bonds

Derivative financial instruments

Total liabilities

Total equity and liabilities

As at 31 December

2025 2024

Note USD’000 USD’000
5 3,201,995 3,201,995
5 (10,180) (13,595)
366,765 279,984

1,765,849 1,715,142
5,324,429 5,183,526

275,666 253,644

5,600,095 5,437,170
4,508,410 4,708,500
1,683,047 771,291

10,721 21,100

689,044 506,059

38,452 38,452

337,164 321,297

7,266,838 6,366,699

7 605,840 599,329
120,160 107,407

64,207 42,777

53,337 51,416

22,448 19,087

664,682 232,148

- 640,324

28,927 2,102

1,559,601 1,694,590
8,826,439 8,061,289
14,426,534 13,498,459
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Efficiency Ratios:-

Particulars Details 2021 2022 2023 2024 2025
Revenue ($m) A 1,241.00 1,462.10 2,141.80 | 2,18540 | 2234.10
Cost of Sales ($m) B 696.50 775.60 975.10 968.60 988.90
Opening Inventories ($m) C 30.59 28.96 31.38 30.05 29.27
Closing Inventories ($m) D 28.96 31.38 30.05 29.27 27.85
Average Inventories ($m) E=(C+D)/2 29.77 30.17 30.72 29.66 28.56
Opening Receivables ($m) F 231.84 200.80 209.03 236.12 226.74
Closing Receivables ($m) G 200.80 209.03 236.12 226.74 202.30
Average Receivables ($m) H=(F+G)/2 216.32 204.91 222.57 23143 214.52
Opening Payables ($m) I 601.48 614.87 579.22 639.05 605.84
Closing Payables ($m) J 614.87 579.22 639.05 605.84 599.33
Average Payables ($m) K=(I+))/2 608.17 597.05 609.14 622.44 602.58
Inventory Turnover Days 365/(B/E) 15.60 14.20 11.50 11.18 10.54
Receivables Turnover Days 365/(A/H) 63.62 51.16 37.93 38.65 35.05
Payables Turnover Days 365/(B/K) 318.71 280.97 228.01 234.56 22241





image9.png
1.80
1.60
1.40
1.20
1.00
0.80
0.60
0.40
0.20

m Current Ratio
m Quick Ratio

Liquidity Ratio

1.71 1.69
1.56 1.54
0.99 0.97
0.69-0.68 0.72.0.70 I I
2021 2022 2023 2024 2025
0.69 0.72 0.99 1.56 171
0.68 0.70 0.97 1.54 1.69

® Current Ratio ™ Quick Ratio
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Liquidity Ratios:-

Particulars Details 2021 2022 2023 2024 2025
Current Assets ($m) A 1,344.06 1,237.65 1,455.77 2,435.34 2,895.26
Inventories ($m) B 28.96 31.38 30.05 29.27 27.85
Current Liabilities ($m) C 1,939.70 1,726.87 1,468.17 1,559.60 1,694.59
Current Ratio A/C 0.69 0.72 0.99 1.56 1.71
Quick Ratio (A-B)/C 0.68 0.70 0.97 1.54 1.69
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2.00
1.50
1.00

0.50

(0.50)
(1.00)
(1.50)

(2.00)

m Debt/Equity Ratio
m Interest Coverage Ratio

Gearing Ratio

1.48

123 1.33 135
I 0.83 0.91
(0.01)
(1.67)
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(1.67) (0.01) 0.83 0.91

m Debt/Equity Ratio  ® Interest Coverage Ratio

1.58
1.17

2025
1.58
1.17
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Gearing Ratios:-

Particulars Details 2021 2022 2023 2024 2025
Total Liabilities ($m) A 7,424 .40 7,208.99 7,394.54 8,061.29 8,826.44
Total Equity ($m) B 6,049.86 5,424.52 5,468.04 5,437.17 5,600.10
Operating Profit/(Loss) ($m) C (354.00) (4.30) 214.70 234.90 334.90
Finance Costs ($m) D 212.60 360.90 258.40 258.40 286.30
Debt/Equity Ratio A/B 1.23 1.33 1.35 1.48 1.58
Interest Coverage Ratio C/D (1.67) (0.01) 0.83 0.91 1.17
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Cash Flow Ratios:-

Particulars Details 2021 2022 2023 2024 2025
Operating Cash Flow ($m) A -$51.20 $33.40 $364.00 $392.70 $394.00
Current Liabilities ($m) B $1,939.70| $1,726.87| $1,468.17| $1,559.60| $1,694.59
Net Sales ($m) C $1,241.00| $1,462.10] $2,141.80| $2,185.40| $2,234.10
Operating Cash Flow Ratio A/B -0.03 0.02 0.25 0.25 0.23
Cash Flow Margin Ratio A/C -0.04 0.02 0.17 0.18 0.18
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Ratio 2021 2022 2023 2024 2025|Industry Benchmark

Profitability

Gross Margin 43.88% 46.95% 54.47% 55.68% 55.74% 41.80%
Net Margin -27.75% -12.82% 9.41% 8.37% 6.02% 7.90%
ROE -5.69% -3.45% 3.69% 3.36% 2.40% 9.90%
ROCE -0.29% -0.04% 1.88% 1.97% 2.63% 3.70%
Liquidity

Current Ratio 0.69 0.72 0.99 1.56 1.71 0.82
Quick Ratio 0.68 0.7 0.97 1.54 1.69 0.69
Gearing

Debt/Equity 1.23 1.33 1.35 1.48 1.58 4.92
Interest Coverage -1.67 -0.01 0.83 0.91 1.17 3.57
Efficiency

Inventory Days 16 14 11 11 11 6
Receivables Days 64 51 38 39 35 17
Payables Days 319 281 228 235 222
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Particulars Details 2021 2022 2023 2024 2025
Inventory Turnover Days A 16 14 11 11 11
Receivables Turnover Days B 64 51 38 39 35
Payables Turnover Days C 319 281 228 235 222
Cash Conversion Cycle A+B-C (239) (216) 79 (185) a7
Particulars Details 2021 2022 2023 2024 2025
Current Assets ($m) A 1,344.06 1,237.65 | 1,455.77 | 2,435.34 | 2,895.26
Current Liabilities ($m) B 1,939.70 1,726.87 | 1,468.17 | 1,559.60 | 1,694.59
Working Capital ($m) A-B (595.63) (489.21) (12.40) 875.74 | 1,200.67
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Payback Period

Project A
Year Cash Flow (£m) |Cummulative
1 £10.00 £10.00
2 £12.00 £22.00
3 £14.00 £36.00
4 £10.00 £46.00
5 £8.00 £54.00
Payback Period (Years) 4.50
Project B
Year Cash Flow (£m) |Cummulative
1 £11.00 £11.00
2 £11.00 £22.00
3 £11.00 £33.00
4 £11.00 £44.00
5 £11.00 £55.00
Payback Period (Years) 4.545
Project C
Year Cash Flow (£m) |Cummulative
1 £5.00 £5.00
2 £10.00 £15.00
3 £20.00 £35.00
4 £25.00 £60.00
5 £5.00 £65.00
Payback Period (Years) 3.60
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Project A

Year Cash Flow (£m) |Profit (fm) =
1 £10.00 £0.00
2 £12.00 £2.00
3 £14.00 £4.00
4 £10.00 £0.00
5 £8.00 -£2.00
Total Profit 4
Average Profit 0.8
Average annual profit 1.60%
Project B
Year Cash Flow (£m) |Profit (fm) =
1 £11.00 £1.00
2 £11.00 £1.00
3 £11.00 £1.00
4 £11.00 £1.00
5 £11.00 £1.00
Total Profit 5
Average Profit 1
Average annual profit 2.00%
Project C
Year Cash Flow (£m) |Profit (fm) =
1 £5.00 -£5.00
2 £10.00 £0.00
3 £20.00 £10.00
4 £25.00 £15.00
5 £5.00 -£5.00
Total Profit 15
Average Profit 3
Average annual profit 6.00%
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Project A

Year Cash Flow (£m) |Discount Rate  |Present Value (£m)
0 -£50.00 1.00 -£50.00
1 £10.00 0.93 £9.26
2 £12.00 0.86 £10.29
3 £14.00 0.79 £11.11
4 £10.00 0.74 £7.35
5 £8.00 0.68 £5.44
Present Value -£6.54

Project B

Year Cash Flow (£m) |Discount Rate  |Present Value (£m)
0 -£50.00 1 -£50.00
1 £11.00] 0.925925926 £10.19
2 £11.00 0.85733882 £9.43
3 £11.00] 0.793832241 £8.73
4 £11.00 0.735029853 £8.09
5 £11.00] 0.680583197 £7.49
Present Value -£6.08

Project C

Year Cash Flow (£m) |Discount Rate  |Present Value (£m)
0 -£50.00 1 -£50.00
1 £5.00] 0.925925926 £4.63
2 £10.00 0.85733882 £8.57
3 £20.00| 0.793832241 £15.88
4 £25.00 0.735029853 £18.38
5 £5.00] 0.680583197 £3.40
Present Value £0.86
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Project A

Year Cash Flow (£m) |Discount Rate  |Present Value (£m)
1 £10.00] 0.925925926 £9.26

2 £12.00 0.85733882 £10.29

3 £14.00 0.793832241 £11.11

4 £10.00 0.735029853 £7.35
5 £8.00] 0.680583197 £5.44
£43.46
Profitability Index (PI) 0.87

Project B

Year Cash Flow (£m) |Discount Rate  |Present Value (£m)
1 £11.00] 0.925925926 £10.19

2 £11.00 0.85733882 £9.43

3 £11.00] 0.793832241 £8.73
4 £11.00 0.735029853 £8.09
5 £11.00] 0.680583197 £7.49
£43.92
Profitability Index (PI) 0.88

Project C

Year Cash Flow (£m) |Discount Rate  |Present Value (£m)
1 £5.00] 0.925925926 £4.63
2 £10.00 0.85733882 £8.57
3 £20.00| 0.793832241 £15.88
4 £25.00 0.735029853 £18.38
5 £5.00] 0.680583197 £3.40
£50.86
Profitability Index (PI) 1.02
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Project A

Year Cash Flow (£m)
0 -£50.00
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2.72%
Project B
Year Cash Flow (£m)
0 -£50.00
1 £11.00
2 £11.00
3 £11.00
4 £11.00
5 £11.00
3.26%
Project C
Year Cash Flow (£m)
0 -£50.00
1 £5.00
2 £10.00
3 £20.00
4 £25.00
5 £5.00
8.59%
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Particulars 2021 (Sm) | 2022 (Sm) | 2023 ($m) | 2024 ($Sm) | 2025 ($m)

Revenue 1,241.00 1,462.10 2,141.80 2,185.40 2,234.10
Operating Costs 898.50 690.80 927.40 981.90 910.30
Net Profit/(Loss) (344.40) (187.40) 201.60 182.90 134.50
Dividends Paid | $0.0000000 | $0.0000000 | $0.0000798 | $0.0005318 | $0.0005318
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Profitability Ratios:-

Particulars Details 2021 2022 2023 2024 2025

Revenue ($m) A 1,241.00 1,462.10 2,141.80 2,185.40 2,234.10
Gross Margin ($m) B 544.50 686.50 1,166.70 1,216.80 1,245.20
Operating Profit/(Loss) ($m) C (354.00) (4.30) 214.70 234.90 334.90
Net Profit/(Loss) ($m) D (344.40) (187.40) 201.60 182.90 134.50
Total Assets ($m) E 1,23,47427 | 12,633.51 12,862.59 | 13,498.53 14,426.53
Current Liabilities ($m) F 1,939.70 1,726.87 1,468.17 1,559.60 1,694.59
Total Equity ($m) G 6,049.86 5,424.52 5,468.04 5,437.17 5,600.10

Gross Margin B/A 43.88% 46.95% 54.47% 55.68% 55.74%

Net Margin D/A -27.75% -12.82% 9.41% 8.37% 6.02%

Return on Equity (ROE) D/G -5.69% -3.45% 3.69% 3.36% 2.40%

Return on Capital Employed (ROCE) C/(E-F) -0.29% -0.04% 1.88% 1.97% 2.63%





