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[bookmark: _Toc175064137]Part A). Introduction
[bookmark: _Toc175064138]Brief history of Land Securities Group plc
Land Security Group PLC, which is also known as Landsec, is considered to be the largest company operating within the industry of commercial property development and investment within the UK. In Association with the diversified portfolio that is required across residential properties and retail, the company has contributed severely in terms of shaping the urban landscape within major cities like London. The company was initially founded in 1944 by Harold Samuel and has been emphasising residential properties (Landsec, 2023). In the past years, the company has shifted its area from residential property to Commercial real estate by attaining the position of a public company by 1959. In history, Land Security Group Plc have also been included in several Landmark projects, including the formation of London properties comprising the Piccadilly life regeneration of Victoria and one new change. The company has introduced a strong commitment towards sustainable practices, development projects, and strategic acquisition.
[bookmark: _Toc175064139]Market place
The land security group PLC has been operating within the real estate market for commercial purposes within the UK with focuses explicitly on the development of retail properties, Open Spaces, and mixed-use development.  The features provided by the company are mainly located around the urban regions where it has high demand, including that of London and other major cities (Gov.uk, 2024). The real estate market of the UK also features by cyclic nature, which shows significant demand for small spaces and offices, thereby fluctuating significantly in terms of economic condition. The company has demonstrated considerable adaptation to these changes in terms of investing in flexible and sustainable work spaces along with portfolio diversification.
[bookmark: _Toc175064140]Major competitor(s)
The competitors of Land Security Group PLC include British Land Co. plc, Berkeley Group Holding plc, etc (ZoomInfo, 2024).
[bookmark: _Toc175064141]Major recent events over the past five years
· The significant events that the company has experienced in recent times include Star the Land Security Group plc, which has intensified its emphasis on the sustainability aspect, thereby launching fresh sustainability strategies by 2021 in terms of attaining its ambitious target of reaching the need for zero carbon emission by 2030.
· The occurrence of COVID-19 has also influenced the portfolio of land security, specifically in terms of office spaces and retail. The company has been responding by bringing acceleration within its shifting towards flexible workspaces and also to bring Repurposing within its retail properties in terms of addressing the changing market demand.
· In 2020, the land security group PLC also witnessed a change within its CEO as Mark Allan was appointed in terms of bringing major emphasis toemphasise portfolio management and strategic repositioning.
· Landsec has entered into various partnerships and joint ventures, such as its collaboration with Invesco Real Estate to develop mixed-use properties in London aimed at capitalising on urban regeneration opportunities.
[bookmark: _ba2o2lhffrd2][bookmark: _Toc175064142]Part B). Financial performance review
[bookmark: _ejukxdl7hcw][bookmark: _Toc175064143]Ratio analysis 
Ratio analysis is one of the significant comparative models which provide multiple opportunities to develop different types of plans and understand the financial stability of the company. Through the ratio analysis, management can create the budget, which is very important for developing plans. The profitability performance of the organisation can be evaluated by using this ratio. The investor can develop multiple decisions regarding the investment in the organisation by analysing different ratios of the company. The efficiency of the performance can be evaluated by using the ratio analysis. The organisation can utilise the ratio as a benchmark comparison tool for comparing the performance of different companies. 
Profitability Ratio:
PR is a crucial financial metric which provides an opportunity for recognising the profitability scenario of the company in the Global market. The investors have also utilised this ratio which can help to understand how the management controls the overall performance of the business for generating the profit of the in the market. For analysing the growth of the company in the Global market, the ratio has a significant role (Vipond, 2024). Different types of profitability ratios have been utilised by the organisation through which the company can introduce multiple-use strategies for expanding the business in new markets. 
[image: ]
Figure 1: PR of LSG
(Source: Self-Developed)
The GP is one of the crucial profitable traditions which provides an opportunity for understanding how the company is managing manufacturing cost. LSG Is the largest commercial development company in the UK, as the gross margin is significant for maintaining the construction work. The gross margin condition of LSG is excellent which provides multiple opportunities for improving the positivity condition. In 2019 tradition of the organisation was 64.20%, and in 2021, the ratio declined to 52.4%; however, in the last year, that improved to 57.65% (YahooFinanceUK, 2024). In 2013 the company improved as it developed a positive impact on the profitability condition of the business. 
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Figure 2: PR of LSG
(Source: Self-Developed)
The ROCE is also an effective, profitable radiation which provides opportunities for the organisation to utilise the capital to generate profit for the business. The ratio of the organisation was fluctuating in the last 5 years between 0.04 and 0.03 (www.wsj.com, 2024). In 2023, the ratio improved to 0.04 compared to the previous year. In the construction industry the organisation has to hold huge assets for maintaining the overall operations of the business in different markets. 
Liquidity Ratio:
The LR has a very significant role which provides multiple opportunities to the investors and creditors for analysing the financial stability of the company. Identify the financial problem of the company by analysing the liquidity ratio of the business. To understand capital workflow management, the organisation has to utilise this ratio (Team, 2023). By evaluating the ratio of the business the organisation can compare the financial stability with other companies. The ratios of the profitability provide opportunities for developing the knowledge of future cash flow generation of the business. 
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Figure 3: LR of LSG
(Source: Self-Developed)
The CR has a very significant liquidity ratio, which provides the opportunity to understand the capability for paying the date on time. In 2019, the CR of the organisation was 0.43, which was improved in the next year to 1.49. In 2023, the ratio of LSG was 0.82 (Landsec, 2020). The primary reason behind this reduction is the current assets of the company were reduced to 532 million pounds this year. 
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Figure 4: LR of LSG
(Source: Self-Developed)
The Quick ratio is also an essential portion of LR. The ratio in 2019 was 0.41. In 2021, the ratio of the company declined to 0.32. In 2023, the ratio improved to 0.64 (YahooFinanceUK, 2024). The primary reason behind improving the ratio is that the current liability of the company declined in 2023. 
Efficiency Ratio:
The ER provides an opportunity for stakeholders of the company to analyse the capability of the management to allocate the resources to increase the income of the company. By using this ratio, the management can understand the inventory flow of the business while maintaining the manufacturing of the company. Through this ratio, the investors can develop knowledge of how the company utilises all the assets to increase the revenue of the business (Team, 2023). The relationship of the management with the suppliers of the company can be evaluated by utilising this ratio. 
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Figure 5: ER of LSG
(Source: Self-Developed)
The ART is a decisive part of the efficiency ratio which provides the opportunity for evaluating how quickly the management collects the money from different debtors. The ratio is significant for analysing the capability of the management to manage the debtors of the company. The ratio in 2019 was 1.73. In 2021, the ratio of LSG  improved to 1.79. In the last year, that ratio declined to 1.73 (www.wsj.com, 2024). it evaluates that the company did not collect the money from the debtors in time and developed a massive impact on the efficiency ratio. 
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Figure 6: ER of LSG
(Source: Self-Developed)
The ITR ratio in 2019 was 11.78, and in 2023, the ratio was enhanced to 2.84. The primary reason behind the improvement is that the COGS of the LSG company improved in the last year (Landsec, 2020). The management has introduced multiple new strategies for painting the suppliers very quickly and managing a good relationship. 
Gearing Ratio: 
The stakeholders of the organisation can intelligence the GR of the company for analysing the financial health and identify different types of risk in the capital structure of the company. The capital structure has been developed by utilising Debt and equity. If the debt has been increased in the capital structure it can enhance different types of risk of the business. The tax benefits of the company can be utilised by introducing this ratio (Team, 2023). If the GR is high, it means the organisation has taken more long-term debt from the market. 
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Figure 7: GR of LSG
(Source: Self-Developed)
The Debt to equity ratio is significant for understanding how the company has developed the capital structure of the business. The ratio is visible with the comparison between the equity and debt of the company. In 2019, the ratio of LSG was 0.41. In the following year, the ratio increased to 0.64. In 2023, the ratio reduced to 0.56. Thus, it can be evaluated that the management of the organisation has developed the decision regarding reducing the date in the capital structure, which is a positive sign for the business (YahooFinanceUK, 2024). 
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Figure 8: GR of LSG
(Source: Self-Developed)
The total liabilities to assets ratio is the comparison between the assets and liabilities of the organisation in a specific period. The ratio of the LSG company in 2020 was 0.39. In 2021, the ratio reduced to 0.34. In the following year, the ratio again increased to 0.38. Finally, in the last year, that ratio declined to 0.36 (Landsec, 2020). Thus, the company has reduced its liability by paying the debt and suppliers and improving the gearing position of the business. 
[bookmark: _763lynn1ih72][bookmark: _Toc175064144]Comparison to major competitors 
British Land Co. Plc and Berkeley Holdings Group Plc are the two biggest competitors of the company in this construction industry. All the organisations are operating in the UK market, which is one of the significant reasons behind the increase in competition. 
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Figure 9: Ratio Analysis of BLC
(Source: Self-Developed)
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Figure 10: Ratio Analysis of BGH
(Source: Self-Developed)
Profitability Ratio:
By using two different profitability ratios of the company the performance of three different companies will be compared in this area. The profitability condition of the BLC is better compared to the other two companies. In 2019, the gross margin of BLC was 31.31%, and in the last year, the ratio improved to 76.90%. On the other hand, the gross margin of LSG will be reduced to 57.65% in 2023. The gross margin ratio of BGH is worse than the two different companies. In 2021, the gross margin of BGH was 28.84%, and in the last year, the ratio declined to 27.33% (YahooFinanceUK, 2024). Thus, it can be evaluated that the BLC company is managing the manufacturing cost and improving the gross profit of the business.
The ROCE of BGH is better compared to the other two competitors. In 2019 the ratio of the company was 0.23. In  2022, the ratio declined to 0.11. In 2023, it reduced to 0.10. On the other hand, the ratio of BLC has improved in the last few years (YahooFinanceUK, 2020). In 2022, the ratio was 0.03, and in 2020, the ratio was enhanced to 0.04. the ratio of the LSG in 2021 was 0.03, and in 2023 was 0.04. LSG and BLC improved the ratio of the company in the last year. On the contrary, the BGH company failed to improve the ratio in 2023 (www.wsj.com, 2024). The management of the organisation has introduced a significant strategy through which the company can focus on utilising the capital employed more effectively for generating the profit of the business. 
Liquidity Ratio:
By comparing the liquidity position of the company, the financial stability of 3 of the organisations can be compared very quickly. The liquidity position is significant for the construction industry for raising debt from different markets. Organisations can utilise the debt to expand their business in new markets. 
The CR of the BGH organisation is higher compared to other companies. The management of the organisation has introduced multiple new strategies for paying the short-term debt of creditors very quickly and enhancing the ratio. In 2019, the ratio of the organisation was 2.83 (Yahoo.com, 2024). In 2022, the ratio improved to 3.15, and in 2023, the ratio increased to 3.43. on the other hand the CR of the BLC compared to the other two organisations (YahooFinanceUK, 2024). The ratio of the company in 2020 is 0.30, and in the last year, the ratio declined to 0.27. The company has to reduce the current liabilities to improve the ratio and manage the financial stability. 
The QR is one of the crucial liquidity ratios that provides an opportunity to evaluate how quickly the management can convert the asset to pay the debt. A significant difference can be identified between the quick ratio and the current ratio of the BGH company in the last 5 years. The ratio of the organisation in 2020 was 0.89. in 2022, the ratio declined to 0.55. in the last year, that issue was enhanced to 0.62. The primary reason behind the difference between the two liquidity ratios is the inventory (Yahoo.com, 2024). The organisation held a massive inventory for managing the oral business operation. The QR of the company was 0.37 in 2022, and the ratio reduced to 0.24 in the next year. The liquidity performance of the LSG was better of the BLC. The ratio of the company in 2021 was 0.32, and in 2023, the ratio improved to 0.64. 
Efficiency Ratio:
By using the efficiency ratio of the business, the capability of three different organisations can be evaluated. The ratio has a very crucial role in analysing the performance of the company in other markets and utilising various strategies for assessing business efficiency. The ART ratio of the LSG Organisation in 2019 was 1.73, and in the last year, the ratio remained the same, which is a convenient sign for the business. The ratio of the BLC company was higher compared to the LSG. The ratio of the organisation in 2020 was 13.35. In 2002, the ratio declined heavily, which was 7.92. In the last year, that issue improved to 17.50. The management has implemented multiple new strategies for collecting money from different debtors (YahooFinanceUK, 2024). The ratio of the BGH was higher compared to the other two companies. In 2022, the ratio was 15.65. In 2023, the ratio was enhanced to 27.72. The management of the company frequently collected money from different debtors and utilised it in the business. 
The ITR of BLC was higher compared to LSG and BGH. The ratio of the organisation in 2022 was 16.75. In 2020, the ratio declined to 9.61, and in the last year, the ratio reduced more to 4.41. On the other hand, the ratio of the LSG 2020 was 11.42, and in the previous year, the ratio decreased heavily to 2.84. The ratio of BGH companies was not more than two in the last 5 years. In 2019, the ratio of the organisation was 1.59. In the previous year, the ratio of the company was 1.73. 
Gearing Ratio: 
For evaluating the financial risk in the capital structure the ratio has a very significant role. The debt to equity ratio of the  BLC company is better compared to the other two. The ratio of the company in 2019 was 0.41. In the following year, the ratio improved to 0.57. and in 2023, the ratio was 0.50. The management in the last year raised more dips from the market for managing the financial operation of the business. The ratio of the BGH in the previous two years was more than 1. It has defined that the management has taken high debt for managing the operation of the company. In 2022, the ratio of the organisation was 1.10, and in the next year, the ratio slightly reduced to 1.06 (Yahoo.com, 2024). The ratio of the LSG in 2019 was 0.41. in 2023 improved to 0.56. It can be evaluated that the management of this company has introduced more debt in 2023. The investment related risk in the BLC company is lower compared to other different companies. 
The last ratio of this analysis is the total liabilities to asset ratio. By comparing the liabilities and assets of these three companies the financial balance can be recognised very easily. The ratio of the BLC company in 2020 was 0.36. in the last year, that issue declined to 0.33. It indicates that the company was reducing the liabilities of the business by paying quickly to the creditors. The ratio of BGH in 2021 was 0.43. in 2022, the ratio improved to 0.52. The company has to pay the long-term debt to different Financial institutes and improve the financial stability of the business (YahooFinanceUK, 2024). The ratio LSG in 2021 was 0.34. In the next year, the ratio slightly improved, and in the last year, the ratio declined to 0.36. 
After analysing the ratio of three different companies it can be said that the financial performance of the LSG is better compared to the BLC and BGH. 
[bookmark: _Toc175064145]Recommendations 
· In regards to the significant liquidity ratios of quick ratio and current ratio, it has been observed that the liquidity condition of the land securities group field has been below the ideal threshold for the past 5 years, indicating significant challenges faced in terms of recovering the short-term debt. Therefore Land Securities Group Plc needs to prioritise in terms of ringing optimisation within their working capital management for enhancing the liquidity condition. For this purpose, the organisation should focus on streamlining their accounts receivable earned through the implementation of a structured credit control initiative in order to expedite their receivable collection process (Mellado and Lou, 2020). Other than this the company should also be introducing better payment terms for the suppliers to bring proper alignment within the cash inflow with that of their cash outflow in order to improve the liquidity condition and manage their payables efficiently. 
· Since the inventory turnover ratio of the company has deteriorated over the years, the company will need to bring optimisation within their stock level in order to prevent the situation of an excess pile-up of inventory, which will tie up their cash for the time being for unnecessary reasons.
· Other than this, the Land Security Group Plc should also be focusing on strengthening its capital efficiency and improving its profit-earning ability by implementing initiatives for cost control purposes (Lee, 2021). The deterioration observed in terms of ROCE has effectively pointed out the need to introduce efficient capital utilisation. For this purpose, the company should introduce a plant capital investment review to ensure that the project is being implemented in proper alignment with the strategic goals and that they are expected to attain higher returns. 
· Other than this, divesting the nonperforming assets and non-core attributes might enable the company to free up its investment capital to invest in profitable ventures (Yi and Yu, 2024). On the other hand, emphasising highlighting and eliminating efficiencies within the business operations, specifically in terms of renegotiating their supply contracts and implementing cost-saving technology, will help in enhancing cost management. Other than this, the company should also be investing in the differentiation and innovation strategy for maintaining healthy margins and preventing price competition.
· Enhance efforts in sustainability by adopting green building practices and reducing the carbon footprint of its operations (Franco, Pawar and Wu, 2021). It will help in bringing effective alignment within the customer preferences and growing investors applicable for the environmentally concerned company. Land Security Group Plc needs to invest in introducing stringent practices for corporate governance, which are highly significant for the current business landscape. 
· Through the help of ratio analysis, the declining level of debt to equity ratio of Land Security Group PLC has been evidenced, but further optimisation in terms of capital structure will help in bringing reduction within their financial risk and improve the stakeholder valuation (Nukala and Prasada Rao, 2021). For this purpose, it is highly essential to introduce continuous monitoring in order to bring balance between the equity financing and debt financing of the company, which will help in reducing the cost of capital and will also verify sufficient flexibility in terms of their financial aspect. Land Security Group PLC should also be accounting for alternative financial options, including hybrid instruments or equity financing, in order to invest in their growth proposals for managing their leverage levels.
[bookmark: _Toc175064146]Part C). Investment appraisal 
[bookmark: _Toc175064147]Calculation of investment appraisal techniques
[image: ]
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Figure 11: Investment appraisal analysis 
(Source: Self-Developed)
From the above calculation, it has been observed that the initial investment for Project 1 has been around £80 million, while that of the second project has been around £75 million. Considering the consecutive cash inflows, it has been evident that the overall cumulative cash flow becomes positive for 4th year for Project 1 while that of Project 2 becomes positive in the 3rd year. Therefore for calculating the payback period, the cumulative cash flow before the year of recovery is divided by the cash flow in the year of recovery, which provides the fact that the payback period for Project 1 is 3 years and 18 months. In contrast, that of the 2nd project is 2 years 25 months or 3 years 1 month. 
On the other hand, the Accounting rate of return is being calculated by taking the average cash flow of 4 years, which has been yielded to be £31.25m, while that of the 2nd project has been around £27.5m. In order to calculate the ARR, the average annual cash flow is divided by the initial investment amount, which has been £80m and £75m for the two projects, respectively. Hence the ARR calculated has been 39.06% for the first project while that of the second project has been around 36.67%.
In terms of calculating NPV, the overall cash inflow is multiplied by the cost of capital rate to find the discounted value of the investment cash inflow (Dai et al., 2022). The overall cash inflows are then added up and subtracted from their initial investment at a discounted rate to obtain NPV. Hence, at 9.75 per cent cost of capital, the overall discounted initial investment is being obtained to be £80m and £75m for the two respective projects. In comparison, the cash inflow was added up and deducted to get an NPV of £16.57m and £16.07m. 
[bookmark: _Toc175064148]Result evaluation 
By evaluating the above findings, it is being observed that the payback period for Project A has been 3.18 years while that of Project B has been 2.25 years. Hence, from the above calculation, it is observed that the payback period for Project B is lower than that of Project A, which thereby shows that Project B will be able to retrieve its initially invested capital within a shorter period while that of Project A indicates that the increased payback period demonstrates that project A might incur significant financial risk (Huang et al., 2022).  Although the payback period for Project B is shorter than that of Project A, it indicates that the former project will get speaker return on the funds, and their food will be adequate in terms of reducing the uncertainty associated with the investment along with liquidity management (Arjunan, 2022). Though this metric is used for assessing the project risk, it does not take into consideration the time value of the money. Therefore the two project proposals, it will be strategically correct to invest in Project B since it will yield the return quickly in comparison to that of Project A. 
Analysing the ARR of both proposals, it has been evident that the ARR for Project A is 39.06% while that of Project B is 36.67%. Therefore, project A has a higher ARR than Project B, which shows that the former project will be earning a marginally higher return upon the initially invested capital in comparison to that of Project B (Sinaga et al., 2023). Therefore, using the investment appraisal technique of ARR, it is observed that Project A will be preferable to Project B, which contradicts the suggestion provided in terms of the payback period metric. 
On the basis of NPV, it has been identified that the NPV of Project 1 has been £16.61m while that of Project B is £16.08m, which shows that the overall valuation of Proposal A is higher than that of Proposal B. It is clearly stated in the existing literature that the projects having higher NPV are more likely to generate higher projects than the projects having lower NPV (Pawlak and Zarzecki, 2020). Hence, on the basis of the NPV calculation, it is being interpreted that Project A will be higher in terms of earning a positive return than in comparison to that of project B.
Therefore, it is evident that NPV is considered to be a highly reliable indicator demonstrating the financial feasibility of Project A and Project BB. Since Project A comprises a higher NPV, it is preferable to Project Be even though it has a more extended payback period than the latter. Since it provides a higher return, therefore will help the shareholders to maximise their project values (Cotter, 2023). In case of liquidity is a vital concern for the stick stakeholders, and the company considers strategic reasons and market conditions project is feasible. However, viewing the overall situation, since both NPV and ARR suggest that project A will be more effective, it is recommended to be chosen in order to gain higher value creation and long-term profitability in the case of the company. 
[bookmark: _Toc175064149]Advantages and shortcomings of the investment appraisal techniques
The significant advantage of introducing a payback period is to analyse and evaluate the quick estimates for the time taken in terms of recouping the initial invested capital. It also helps in analysing the liquidity risk associated with the project since the project having a shorter payback period indicates faster recovery and less exposure to financial business (Cotter, 2023). On the other hand, a company having tight low might give significant reference to the project having shorter payback since it will ensure that an appropriate amount of funds is also being provided for other investments or operational activities, does not take into consideration the time value of money and therefore cash flow are being treated with same valuation. The payback period also needs to pay attention to the return or profit generated beyond the payback period, which thus contributes towards making a sub-optimal decision.
In terms of ARR, it is observed that a precise percentage is being gained in terms of profit earned from the project in comparison to that of its initial cost. Hence accounting rate of return is treated as a comparative analysis used for evaluating the relative profit from different projects, precisely when capital invested remains restricted. ARR is used as a return measure which is used for establishing transparent communication among the stakeholders who might need to be more knowledgeable about complex financial metrics (Sinaga et al., 2023). On the other hand, similar to the payback period, ARR needs to consider the time valuation of money, which can be highly missed, leading in terms of concluding specifically in terms of the project having very cash flow over the years. Since ARR is being calculated on the grounds of accounting profit, it might be influenced by non-cash attributes like depreciation, which distort the actual profit from the project. ARR needs to differentiate between projects of different lengths, potentially leading to the selection of projects that are profitable on an annual basis but less valuable over their entire lifespan.
In the case of net present value, it is observed that the time value of the investment is being taken into account since the discounted future cash flow is extracted in terms of the present value. Hence, this method is more accurate than the other investment appraisal techniques and is also applied directly in order to evaluate the project valuation, which accepts the company profit. The positive return on npv demonstrates that the project expects to earn a higher valuation rather than its cost, and it is carefully considered to be a highly reliable indicator for showing the financial viability of the project (Dai et al., 2022). The decision rule applied for NPV is transparent sense it except the projects having higher NPV and rejects those having negative NPV. However, it is evident that NPV can be highly complex, specifically for the stakeholders to understand and might be unfamiliar with these financial terms. It is also evidenced that the calculation for NPV is highly sensitive towards the choosing discount rate. Therefore, the allocation of an ineffective discount rate may significantly impact the outcome, leading towards making wrong decisions. This technique also needs to take into consideration the scale of the investment and, therefore, develop a capital-constraint environment.
[bookmark: _Toc175064150]Non-financial factors required to be considered
The other non-financial factors that need to be considered while evaluating project efficiencies are:
· Projects should bring proper alignment within their long-term strategic goals. Even if the company comprises a feasible financial outlook, it might not be preferred in terms of investing capital in case it does not contribute significantly towards the strategic objectives of the organisation.
· Since companies are becoming highly concerned in terms of the social and environmental impact of the project therefore, introducing corporate social responsibility sustainability initiatives and effective regulatory compliance are majorly responsible for impacting the long-term success of the project.
· The availability of experienced employees influences over employee model, and organisational cultural fit is essential for the success of a project. The adoption of the project, which might disrupt the artistic aspect of the organisation, might also introduce significant implementation issues.
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