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Executive Summary: 
A comparison with BT Group Plc is included in the study based on computing ratios similar to Vodafone. The outcome denotes Vodafone's better profitability and satisfactory gearing position in BT plc. Liquidity position in both companies is poor throughout the years while Vodafone performed effectively in using assets for profit-making. Vodafone is one of the most prominent leaders in the sphere of telecommunications in the world today, and it has a successful history of development. The company is present in customers 15 countries and has affiliate relationships in 45 partner markets. Current organizational changes and managerial strategic plans have put Vodafone on the right track. A comparison of the two investment projects shows that Project A is the better investment choice because it has a higher NPV and ARR. Decision-makers need to have both financial and non-financial performance measures in mind when making investment decisions.
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[bookmark: _up2r6vskhtt][bookmark: _Toc173587155][bookmark: _Toc173590114]Part A) Introduction
[bookmark: _Toc173587156][bookmark: _Toc173590115]History of Vodafone
Vodafone Group PLC was established in 1985 as a Racal Electronics subsidiary. It entered history in 1991, making the first mobile call in the United Kingdom. The company went on an aggressive acquisition and affiliate drives that made the company a world telecommunications giant. Vodafone is the world’s sixth-largest mobile phone company, Germany’s Mannesmann in a world record deal in 2000 (Vodafone, 2024). It has over the years developed several mobile technologies such as 3G, 4G, and 5G services. Vodafone has diversified into fixed-line and television services and has grown a large operation in Africa, especially in mobile money via its M-Pesa mobile money platform.
[bookmark: _Toc173587157][bookmark: _Toc173590116]Business Model and Competitors of Vodafone
Business Model:
	Key Partners
· Mobile network operators
· Technology vendors
· Content Providers

	Key Activities
· Network infrastructure management
· Service provision, innovation in telecom technologies

	Value Proposition
· Reliable connectivity, converged services (mobile, fixed, TV, IoT), digital solutions for businesses



	Customer Relationships
Digital self-service, personalized offerings, loyalty programs
	Customer segments
Consumers, businesses, IoT users, African mobile money users


	
	Key Resources
Network infrastructure, spectrum licenses, brand, customer base


	
	Channels
Retail stores, online platforms, business sales teams, partner networks

	

	Cost Structure
Network maintenance and expansion, technology investments, marketing, customer service
	Revenue Streams
Mobile and fixed subscriptions, IoT services, Vodafone Business Solutions, M-Pesa transactions




Table 1: Business Model 
(Source: Self-Created)
Competitors:
The main competitors Vodafone has included Tata Communications as well as BT plc.  Vodafone’s revenue was stated to be £36.7 billion for the year ending March 31, 2024, however, it operates primarily in Europe and Africa. The firm has done well in the aspect of 5G deployment and the Internet of Things services provision. Tata Communications and BT plc mentioned earlier as well as specific financial information about each company not provided in the given information, Vodafone as a global company with diverse service offerings and strong financial performance is likely to be a better performer in terms of size and market presence. However, to make a final judgment, more current information about all three companies should be available.
[bookmark: _Toc173587158][bookmark: _Toc173590117]Recent Events over the Past Five Years
“Vodafone Group Plc” has been through many changes over the past five years. Margherita Della Valle was appointed the Group Chief Executive in 2024, although she joined the company in 1994. Other executive appointments at this time were Luka Mucic as CFO in 2023 and Marika Auramo as the CEO of Vodafone Business in 2024 (Vodafone, 2024). These leadership changes may therefore affect the strategic direction and performance of the company. The strategic occurrence is the culture of market presence that Vodafone has adopted. Today the company is present customers in 15 countries and has affiliations with 45 additional mobile networks globally (Vodafone, 2024). Vodafone has started rolling out 5G in several African countries and maintains its fast-growing M-Pesa mobile money business, which may be a key growth catalyst.
There has been progress on the sustainability front with the company having met its goal of offsetting 100% of its electricity used in Europe by renewable sources four years ahead of the set timelines. This commitment to environmental goals may affect investors and operations in a business. Financially, heads of the organization revealed that Vodafone generated total revenue of £36.7 billion and adjusted EBITDAaL of £11 billion for the year ended 31 March 2024 (Vodafone, 2024). The company has a dividend policy in place, with a 9.0c dividend per share declared for the period.
[bookmark: _Toc173590118]Part B) Financial performance review:
[bookmark: _Toc173590119]1. Calculation of key financial ratios for the past 5 years:
1.1 Profitability ratios:
Operating Profit Ratio:
	Operating profit margin

	Items
	2024 (m)
	2023 (m)
	2022 (m)
	2021 (m)
	2020 (m)

	Operating Profit
	 £       3665
	 £    14541
	 £       5740
	 £       5097
	 £       4099

	(/): Net Sales
	 £    36717
	 £     37672
	 £     37010
	 £     43809
	 £     44974

	Operating profit ratio
	10 per cent
	39 per cent
	16 per cent
	12 per cent
	9 per cent


Table 1: “Operating Profit Margin of Vodafone”
(Source: Self-Created)
Net Profit Ratio:
	Net Profit ratio

	Items
	2024 (m)
	2023 (m)
	2022 (m)
	2021 (m)
	2020 (m)

	Net Profit
	 £       1505
	 £     12335
	 £       2773
	 £           536
	 £         -455

	(/): Net Sales
	 £    36717
	 £     37672
	 £     37010
	 £     43809
	 £     44974

	Net Profit ratio
	4 per cent
	33 per cent
	7 per cent
	1 per cent
	-1 per cent


Table 2: “Net Profit Margin of Vodafone”
(Source: Self-Created)
Return on Asset:
	Return on Assets

	Items
	2024 (m)
	2023 (m)
	2022 (m)
	2021 (m)
	2020 (m)

	Net Income
	 £       1505
	 £     12335
	 £       2773
	 £           536
	 £         -455

	(/): Total Assets
	 £ 144350
	 £ 155521
	£  153953
	£  155063
	 £ 168168

	Return on Assets
	1 per cent
	8 per cent
	2 per cent
	0 per cent
	0 per cent


Table 3: “Return on Assets of Vodafone”
(Source: Self-Created)
Return on Equity:
	Return on Equity

	Items
	2024 (m)
	2023 (m)
	2022 (m)
	2021 (m)
	2020 (m)

	Net Income
	 £       1505
	 £     12335
	 £       2773
	 £           536
	 £         -455

	(/): Equity
	 £    60998
	 £     64483
	 £     56977
	 £     57816
	 £     62625

	Return on Equity
	2 per cent
	19 per cent
	5 per cent
	1 per cent
	-1 per cent


Table 4: “Return on Equity of Vodafone”
(Source: Self-Created)
1.2 Liquidity ratios:
Current ratio:
	Current ratio

	Items
	2024 (m)
	2023 (m)
	2022 (m)
	2021 (m)
	2020 (m)

	Current assets
	 £    20513
	 £    30662
	 £    27578
	 £    27013
	 £    33246

	(/): Current Liabilities
	 £    23283
	 £    34584
	 £	33647
	 £    28711
	 £    33385

	Current ratio
	0.88
	0.89
	0.82
	0.94
	1


Table 5: “Current Ratio of Vodafone”
(Source: Self-Created)
Quick ratio:
	Acid test ratio

	Items
	2024 (m)
	2023 (m)
	2022 (m)
	2021 (m)
	2020 (m)

	Current assets
	 £    20513
	 £    30662
	 £    27578
	 £	27013
	 £    33246

	(-): Inventories
	 £          568
	 £          956
	 £          836
	 £          676
	 £          598

	Difference
	 £    19945
	 £    29706
	 £    26742
	 £    26337
	 £    32648

	(/): Current Liabilities
	 £    23283
	 £    34584
	 £    33647
	 £    28711
	 £    33385

	Acid test ratio
	0.86
	0.86
	0.79
	0.92
	0.98


Table 6: “Quick Ratio of Vodafone”
(Source: Self-Created)
1.3 Gearing ratios:
Debt ratio:
	Debt ratio

	Items
	2024 (m)
	2023 (m)
	2022 (m)
	2021 (m)
	2020 (m)

	Total liabilities
	 £    83352
	 £    91038
	 £    96976
	 £    97247
	 £ 105543

	(/): Total asset
	 £ 144350
	 £ 155521
	 £ 153953
	 £ 155063
	 £ 168168

	Debt ratio
	0.58
	0.59
	0.63
	0.63
	0.63


Table 7: “Debt Ratio of Vodafone”
(Source: Self-Created)
Equity ratio:
	Equity ratio

	Items
	2024 (m)
	2023 (m)
	2022 (m)
	2021 (m)
	2020 (m)

	Total equity
	 £    60998
	 £    64483
	 £    56977
	 £	57816
	 £    62625

	(/): Total asset
	 £ 144350
	 £ 155521
	 £ 153953
	 £ 155063
	 £ 168168

	Equity ratio
	0.42
	0.41
	0.37
	0.37
	0.37


Table 8: “Equity Ratio of Vodafone”
(Source: Self-Created)
1.4 Efficiency ratios:
Inventory days:
	Inventory Turnover days

	Items
	2024 (m)
	2023 (m)
	2022 (m)
	2021 (m)
	2020 (m)

	 Inventory
	 £          568
	 £           956
	 £           836
	 £          676
	 £          598

	(x): 365
	 £ 207320
	£  348940
	£  305140
	£  246740
	£  218270

	 (/): COGS
	 £    24459
	 £     24339
	 £      23948
	 £     30086
	 £     30682

	Inventory Turnover days
	8.48
	14.34
	12.74
	8.20
	7.11


Table 9: “Inventory Days of Vodafone”
(Source: Self-Created)
Asset Turnover Ratio:
	Asset Turnover ratio

	Items
	2024 (m)
	2023 (m)
	2022 (m)
	2021 (m)
	2020 (m)

	Sales
	 £    36717
	 £     37672
	 £      37010
	 £     43809
	 £     44974

	(/): Assets
	 £ 144350
	£  155521
	£  153953
	£  155063
	£  168168

	Asset Turnover ratio
	0.25
	0.24
	0.24
	0.28
	0.27


Table 10: “Asset Turnover Ratio of Vodafone”
(Source: Self-Created)
[bookmark: _Toc173590120]2. Critical evaluation of the ratios calculated:
2.1 Profitability ratios:
“Operating Profit Ratio”:
OPR was 10 per cent in 2024, 39 per cent in 2023, 16 per cent in 2022, 12 per cent in 2021 and 9 per cent in 2020. OPR is a profitability ratio that compares operating profit with sales to determine the return rate of the business (Nariswari and Nugraha, 2020). The ratio is decreasing due to the reduced operating profit despite increasing sales which is not good. This shows that Vodafone could not control its operating expenses because of which the returns are decreasing (Vodafone Group Plc, 2024). This reduces profit margin of the business making it difficult to pay expenses. 
Net Profit Ratio:
NPR was 4 per cent in 2024, 33 per cent in 2023, 7 per cent in 2022, 1 per cent in 2021 and -1 per cent in 2020. NPR is a profitability ratio that compares net profit with sales to determine the return rate (Patel and Agrawal, 2022). The ratio is decreasing due to the reduced net profit even when sales was increasing which is not good. Also, the ratio is very low creating a negative impact on the company’s profitability performance. This shows that Vodafone was unable to control its non-operating expenses because of which the returns are reducing (Vodafone Group Plc, 2022). This reduces profit margin of the business reducing dividends payments for stakeholders.
Return on Asset:
ROA was 1 per cent in 2024, 8 per cent in 2023, 2 per cent in 2022, 0 per cent in 2021 and 0 per cent in 2020. ROA is a profitability ratio that compares net profit with total assets to determine the return rate of the firm (Choiriyahet al. 2020). The ratio is decreasing due to the reduced net profit even when total assets were increasing which is not good. Also, the ratio is very low at 1 per cent. This shows that Vodafone was unable to earn sufficient returns over assets. This creates a negative impact on stakeholders of the business and poor usage of assets can be determined.
Return on Equity:
ROE was 2 per cent in 2024, 19 per cent in 2023, 5 per cent in 2022, 1 per cent in 2021 and -1 per cent in 2020. ROE is a profitability ratio that compares net profit with total equity to determine the return rate of the company (Claudia and Indrati, 2021). The ratio is decreasing due to the reduced net profit even when total equity was increasing which is not good for Vodafone. Also, the ratio is very low at 2 per cent. This shows that Vodafone was unable to earn sufficient returns over its shareholder’s equity (Vodafone Group Plc, 2021). This creates a negative impact on shareholders of the firm due to poor employment of equity capital.
2.2 Liquidity ratios:
Current ratio:
Current ratio was 0.88 times in 2024, 0.89 times in 2023, 0.82 times in 2022, 0.94 times in 2021 and 1 time in 2020. Current ratio is a liquidity ratio that compares current assets with current liabilities to determine strength of working capital (Hutabaratet al. 2023). Current ratio is decreasing due to reduced current assets and increased current liabilities which leads to negative working capital. This negative working capital makes it difficult for the business to repay its business obligations leading towards poor liquidity performance.  
Quick ratio:
Quick ratio was 0.86 times in 2024, 0.87 times in 2023, 0.79 times in 2022, 0.92 times in 2021 and 0.98 time in 2020. Quick ratio is a liquidity ratio that compares current assets excluding inventories with current liabilities to determine ability to repay debts (Yanto et al. 2021). Quick ratio is decreasing due to decreased current assets excluding inventories and increased current liabilities. This means if inventories are removed from current assets, then it becomes difficult for the business to repay debts and obligations leading to poor liquidity. Some portion of the debts would remain unpaid creating a negative impact on the investors. 
2.3 Gearing ratios:
Debt ratio:
Debt ratio was 0.58 times in 2024, 0.59 times in 2023, and 0.63 times in 2022, 2021 and 2020. Debt ratio is a gearing ratio that compares debt capital with assets to determine risk of its capital structure (Syukur et al. 2021). This decreasing debt ratio is an outcome of repayment of loan done by Vodafone which is good for the capital structure of the business. However, the debt ratio is high which shows that a major portion of assets of the business are acquired through debt capital. This makes the capital structure of the business highly risky because interest rates can increase in future. The business also enjoys tax benefits because interest expenses are tax deductible.
Equity ratio:
Equity ratio was 0.42 times in 2024, 0.41 times in 2023, and 0.37 times in 2022, 2021 and 2020. Equity ratio is a gearing ratio that compares equity capital with assets to determine strength of its capital structure (Rizal, 2022). This increasing ratio is an outcome of issue of equity capital done by Vodafone which is good for the capital structure of the business. However, the equity ratio is low which shows that a smaller portion of assets of the business are acquired through equity capital. This reduces the cost of capital of the business. 
2.4 Efficiency ratios:
Inventory days:
Inventory days were 8.48 days in 2024, 14.34 days in 2023, and 12.74 days in 2022, 8.20 days in 2021 and 7.11 days in 2020. Inventory days is an efficiency ratio that compares inventories with COGS to determine time taken to refill stocks (Patin et al. 2020). This decreasing ratio is an outcome of increasing COGS and decreasing inventories which is good for the business and its efficiency. This shows that the company is converting its inventory into sales faster compared to the previous years.
Asset Turnover Ratio:
Asset turnover was 0.25 times in 2024, 0.24 times in 2023, and 2022, 0.28 times in 2021 and 0.27 times in 2020. Asset turnover is an efficiency ratio that compares assets with sales to determine number of times sales made through assets (Gunawan et al. 2022). This decreasing ratio is an outcome of increasing sales and decreasing assets which is bad for the business and its efficiency. The ratio is very low which shows that the company is converting its assets into sales slowly compared to the previous years.
[bookmark: _fgkik7p0twsg][bookmark: _Toc173590121]3. Comparison of Vodafone’s performance with BT Group Plc:
Profitability:
	
	Formula
	Variables
	2024
	2023
	2022
	2021
	2020

	Operating Margin
	"Operating Profit/Sales x100"
	Operating Profit
	2,214
	2,619
	2,885
	2,587
	3,283

	
	
	Sales
	20,797
	20,681
	20,850
	21,331
	22,905

	
	
	Operating Margin
	11%
	13%
	14%
	12%
	14%

	Net Margin
	"Net Profit/Sales x100"
	Net Profit
	855
	1,905
	1,274
	1,804
	1,734

	
	
	Sales
	20,797
	20,681
	20,850
	21,331
	22,905

	
	
	Net Margin
	4%
	9%
	6%
	8%
	8%

	Return on assets
	"Net income/total assets"
	Net income
	855
	1,905
	1,274
	1,804
	1,734

	
	
	Total assets
	51,739
	52,752
	49,774
	50,877
	53,067

	
	
	Return on assets
	2%
	4%
	3%
	4%
	3%

	
	
	
	
	
	
	
	

	Return on equity
	"Net income/equity"
	Net income
	855
	1905
	1274
	1804
	1734

	
	
	Equity
	41921
	14514
	15296
	11679
	14763

	
	
	Return on equity
	2%
	13%
	8%
	15%
	12%


Table 11: Profitability ratios 
(Source: Excel sheet)
Profit generating ability of BT plc is measured in order to develop a comparison with Vodafone for the last 5 years. Significant growth in net income is recorded for BT plc in 2023 amounting to £1,905 million which was £1,274 million in 2022 (Bt, 2024). Net margin of BT is valued at 9% in 2023 which reduced to 4% in 2024. On the contrary, net margin of Vodafone was valued at 33% in 2023 along with a 39% operating margin. Return on assets and equity is considerably similar within the two companies and the overall analysis highlights a better profit position of Vodafone.  
Liquidity:
	
	Formula
	Variables
	2024
	2023
	2022
	2021
	2020

	Current Ratio
	"Current Assets/Current Liabilities"
	Current Assets
	8,719
	9,457
	8,908
	10,400
	11,992

	
	
	Current Liabilities
	9,818
	10,392
	9,046
	9,006
	10,986

	
	
	Current Ratio
	0.9
	0.9
	1.0
	1.2
	1.1

	Quick Ratio
	"(Current Asset - Inventory)Current Liabilities"
	Current Assets
		8,719
		9,457
		8,908
		10,400
		11,992

	
	
	Inventory
		409
		349
		300
		297
		300

	
	
	Current Liabilities
	9,818
	10,392
	9,046
	9,006
	10,986

	
	
	Quick Ratio
		   0.85
		0.88
		0.95
		1.12
		1.06


Table 12: Liquidity ratios 
(Source: Excel sheet)
Liquidity position in BT plc is not satisfactory for the last three years, although the company performed better in 2021 and 2022. Current assets and liabilities of BT plc amounted to £8,719 million and £9,818 million in 2024 (Bt, 2024). However, in comparison to Vodafone, the competition company performed better in 2021 and 2020 with a current ratio of more than 1. Quick ration of Vodafone in 2024 was valued at 0.86 while BT plc’s was 0.85 and it reflects these two companies' weak liquidity positions.       
Efficiency: 
	
	Formula
	Variables
	2024
	2023
	2022
	2021
	2020

	Inventory Days
	"Inventory/COGS x365"
	Inventory
	409
	349
	300
	297
	300

	
	
	COGS
	18,583
	18,062
	17,965
	18,744
	19,622

	
	
	Inventory Days
		8
		7
		6
		6
		              6

	Assets turnover
	"Net sale/ average of total Assets"
	Net income
	855
	1,905
	1,274
	1,804
	1,734

	
	
	average of total assets
	52246
	51263
	50325.5
	51972
	49677

	
	
	Assets turnover
	0.02
	0.04
	0.03
	0.03
	0.03


Table 13: Efficiency ratios 
(Source: Excel sheet)
A low income with respect to the high assets value denotes ineffectiveness of BT plc in using its assets properly for maximising income. Inventory turnover days of BT plc were valued at 7 days in 2023 while Vodafone’s was 14 days and it represents high sales in the company compared to its competitors. According to the viewpoint of Garba et al. (2020), a high inventory turnover has a positive effect on a firm’s profitability. However, the inventory turnover days in Vodafone areconsiderably better than BT plc. Asset turnover in Vodafone was valued at 0.25 in 2024 whereas BT plc’s amounted to 0.02. Vodafone performed efficiently to use its assets while BT plc’s assets utilisation practice is poor.       
Gearing: 
	
	Formula
	Variables
	2024
	2023
	2022
	2021
	2020

	Debt to Equity Ratio
	"Non-Current Outside Liability/Equity"
	Non-Current Outside Liability
	29,403
	27,846
	25,432
	30,192
	27,318

	
	
	Equity
	41,921
	14,514
	15,296
	11,679
	14,763

	
	
	Debt to Equity Ratio
	0.70
	1.92
	1.66
	2.59
	1.85

	
	
	
	
	
	
	
	

	Debt Ratio
	"Total debt/total assets"
	Total debt
	29403
	27846
	25432
	30192
	27,318

	
	
	total assets
	51,739
	52,752
	49,774
	50,877
	53,067

	
	
	Debt Ratio
	0.57
	0.53
	0.51
	0.59
	0.51


Table 14: Gearing ratios 
(Source: Excel sheet)
BT plc’s capital structure reflects a practice of reducing debt and maximising equity to meet capital requirements. Debt and equity of BT plc were valued at £27,318 million and £14,763 million in 2020 respectively (Bt, 2024). Debt to equity ratio for BT plc was valued at 2.59 in 2021 while Vodafone’s was 1.68. BT plc’s debt position was comparatively higher than Vodafone's in 2021, although in 2023 and 2024, the competitor company reduced its debt while maximising equity. Debt to assets for both companies was quite similar throughout the years with the value less than 1. Total assets of BT plc in 2021 were valued at £50,877 million while debt amounted to £30192 million (Bt, 2024). Debt ratio of BT plc in 2021 was valued at 0.59 whereas Vodafone’s was 0.63. The outcome denotes that for total assets, Vodafone’s debt is comparatively lower than that of BT plc.          
[bookmark: _cx6y0q9epcbs][bookmark: _Toc173590122]4. Recommendations to Vodafone:
Financial management is the core to ensuring a high liquidity and profitability position within an organisation in order to stay competitive in the market. In the context of Vodafone, financial performance for 2024 reflects a high profit reduction in comparison to the previous year. The article written by Arsyad et al. (2021), mentioned signal theory that emphasises a strong profit position has a significant impact on investors' perspectives toward a company considering dividend distribution. The profit position within Vodafone is required to be improved by examining the scope of expense reduction and revenue maximisation. A decrease in operating income denotes the company’s operation expenses increased rapidly and required to identify the root causes for this situation. Preparing a budget and implementing it within business practices can be recommended to the company for using resources properly. Maximising the use of available assets for revenue and sales generation is also required to be prioritised by Vodafone as the ROA outcome highlights its inefficiency in earning profit from available assets. The profitability and liquidity position are required to be valued equally by the company to enhance its investors’ trust. Hence, it can be recommended to improve financial management business cost estimation needs to be taken into consideration in Vodafone Plc.    
[bookmark: _Toc173590123]4. Recommendation on improvement of financial management:
Vodafone requires effective cost control strategies such as cost leadership according to which the company would decrease expenses without hampering quality of the products. In order to control cost, the company can implement strategies of hedging which would eliminate inflation related issues from the business. According to this strategy, the company would create a contract with the suppliers for fixing the price of raw materials. Once the price is fixed, the supplier cannot increase them in future even if inflation rate increases. In this way, Vodafone would be able to reduce its production cost significantly and increase gross profit margin. Another important strategy that the company needs to implement within the business involves implementation of technology which would facilitate automation of all operations. Acquisition of new technology would definitely charge the company a huge investment but this would help the business in enhancing operational efficiency as well as cut down unnecessary expenses. Not only this, updated technology would facilitate the business with better forecasting of demand so that consumption of inventory can be reduced and wastage can be eliminated. For instance, AI forecasting techniques are available which use real time data in order to determine production requirements based on past consumption patterns of the buyers. BT plc gives a tough competition to the company because of which sales of Vodafone are falling down. In this situation, the company requires strategies like product diversification where it would provide customers with diversified telecommunication services to acquire larger market shares. Better use of assets is required within the company so that sales can increase. In other words, Vodafone is required to employ assets more strategically within the business.
[bookmark: _Toc173587159][bookmark: _Toc173590124]Part C). Investment appraisal
[bookmark: _Toc173587160][bookmark: _Toc173590125]a. Calculation and recommendation 
[bookmark: _Toc173587161][bookmark: _Toc173590126]Calculation of NPV, ARR, and Payback period of projects 
Project A: “Payback Period (PBP)”
	"Project A"

	"Year"
	"Cash inflow (£m)" 
	"Cumulative cashflow (£m)"

	0
	-80
	-80

	1
	25
	-55.00

	2
	25
	-30.00

	3
	20
	-10.00

	4
	55
	45.00

	
	"Payback period"
	3.82



Table 15: “Project A: Payback Period (PBP)”
(Source: Excel sheet)
Evaluation of the calculations:
In the case of Project A, the payback period would be 3.82 years. This calculation seems logical because the total cash flow starts to be positive in the period between years three and four. It shows the period it will take to recover the initial investment which was £80 million.
Project B: “Payback Period (PBP)”
	"Project B"

	"Year"
	"Cash inflow (£m)" 
	"Cumulative cashflow (£m)"

	0
	-75
	-75

	1
	50
	-25.00

	2
	20
	-5.00

	3
	20
	15.00

	4
	20
	35.00

	
	"Payback period"
	2.75



Table 16: “Project B: Payback Period (PBP)”
(Source: Excel sheet)
Evaluation of the calculations:
The payback period of Project B is 2.75 years, the cumulative cash flow becomes positive between the second and the third year of the project. This is an indication that Project B takes less time to recover its initial investment of £75 million as compared to Project A.
Project A: “Accounting Rate of Return (ARR)”
	"Project A"

	"Year"
	"Cash inflow (£m)" 
	"Depreciation" 
	"Net profit(£m)"

	0
	-80
	0
	-80.00

	1
	25
	0
	25.00

	2
	25
	0
	25.00

	3
	20
	0
	20.00

	4
	55
	0
	55.00

	
	"Accounting rate of return"
	39.06%
	



Table 17: “Project A: Accounting Rate of Return (ARR)”
(Source: Excel sheet)
Evaluation of the calculations:
The Accounting Rate of Return (ARR) for Project A is 39.06%, this calculation looks logical for the average annual profit and initial investment. It implies a reasonable return on investment over the useful life of the project A.
Project B: “Accounting Rate of Return (ARR)”
	"Project B"

	"Year"
	"Cash inflow (£m)" 
	"Depreciation" 
	"Net profit(£m)"

	0
	-75
	0
	-75.00

	1
	50
	0
	50.00

	2
	20
	0
	20.00

	3
	20
	0
	20.00

	4
	20
	0
	20.00

	
	"Accounting rate of return"
	36.67%
	



Table 18: “Project B: Accounting Rate of Return (ARR)”
(Source: Excel sheet)
Evaluation of the calculations:
Project B's ARR is 36.67%, which inferred from the data provided, seems plausible. Although not as high as in Project A, it still shows a decent profit for the initial investment throughout the project period.
Project A: “Net Present Value (NPV)”
	"Project A"

	"Year"
	"Cash inflow (£m)" 
	"Discounting factor @9.75%"
	"Present value(£m)" 

	0
	-80
	1
	-80.00

	1
	25
	0.91
	22.78

	2
	25
	0.83
	20.76

	3
	20
	0.76
	15.13

	4
	55
	0.69
	37.91

	
	"Net present value"
	16.57
	



Table 19: “Project A: Net Present Value (NPV)”
(Source: Excel sheet)
Evaluation of the calculations:
The Net Present Value for Project A is £16.57 million. This calculation seems to be substantive and logical, assuming that figure 9.75% discount rate. The NPV being greater than zero shows that the project will be expected to have potential value for the firm.
Project B: “Net Present Value (NPV)”
	"Project B"

	"Year"
	"Cash inflow (£m)" 
	"Discounting factor @9.75%"
	"Present value(£m)" 

	0
	-75
	1
	-75.00

	1
	50
	0.91
	45.56

	2
	20
	0.83
	16.60

	3
	20
	0.76
	15.13

	4
	20
	0.69
	13.79

	
	"Net present value"
	16.08
	



Table 20: “Project B: Net Present Value (NPV)”
(Source: Excel sheet)
 Evaluation of the calculations:
Project B's NPV is £16.08 million, which indicated by the figures above appears reasonable to estimate the organization’s expenditure. Even if it is slightly lower than Project A, the fact that the NPV is positive implies that this project will create value for the company.
[bookmark: _Toc173587162][bookmark: _Toc173590127]Recommendations on project selection for investment 
Based on the financial analysis, investment in Project A should be made by Vodafone. Indeed, although the payback period of Project B is less than that of Project A, it will give a slightly lower “Accounting Rate of Return” of 39.06% against 36.67% but a slightly better value for Net Present Value of £16.57m against £16.08m. The “payback” for Project A also has more cash inflows in the latter years than the “payback” for Project B which could mean it might have more long-term value. In general, Project A seems more profitable and value-providing for the company.
[bookmark: _Toc173587163][bookmark: _Toc173590128]b. Advantages and Disadvantages of Investment Appraisal Techniques and Non-Financial Factors Consideration 
[bookmark: _Toc173587164][bookmark: _Toc173590129]Advantages and Disadvantages 
 “Payback Period (PBP)”
Advantages: 
The “Payback Period” method also has the advantage of simplicity and is easily understandable by the decision-makers. PBP gives a first glimpse of the time required to get back the initial outlay a valuable tool for businesses with cash constraints or those that exist in high-risk conditions (Gyamet al. 2023). It is useful in the comparison of projects that have similar life spans and it is most suitable for small-scale investment. It also helps in identifying risks given that shorter payback periods correlate with lower risk; the tool is useful during the initial screening of projects.
Disadvantages: 
The disadvantages associated with the determination of the “Payback Period” method. It does not consider any cash beyond the payback period, which may lead to poor decisions for long-term projects. PBP does not consider the value of money which varies with time and thus all the cash flows are weighted in the same manner (Sinaga et al. 2023). It does not provide the evaluation of the general company profitability, just the breakeven analysis. The method does not specify the accept/reject decision rule for projects and does not offer an absolute measure of investment productivity or ROI.
“Accounting Rate of Return (ARR)”
Advantages: 
The “Accounting Rate of Return” method has the advantage of being relatively easy to calculate and conceptualise. It employs basic financial data that can ordinarily be obtained from accounting records, thus not requiring extensive financial analysis. ARR gives a percentage return that will enable one to compare projects with distinct sizes (Nukala and Prasada Rao, 2021). It complies with generally accepted accounting principles meaning it will be familiar to many managers. It can be beneficial in situations when the company is more concerned with its absolute profit than with the proper timing of it.
Disadvantages: 
The following are the weaknesses of the “Accounting Rate of Return” method. It is not affected by the time value of money, whereas different amounts of money have different values depending on the period they are received. ARR employs accounting profits instead of cash flows, these are easily manipulable and do not depict real economic values (Taher, 2021). It does not take into account the size or length of the project, which can make comparisons inaccurate. These include no well-defined decision rule regarding the acceptance of projects. ARR also does not incorporate risk and uncertainty into the decision-making process, which may lead to hasty investment decisions.
“Net Present Value (NPV)”
Advantages: 
The “Net Present Value” method provides a holistic view of the evaluation of a project. It incorporates all cash-receiving or paying activities throughout the project and also the time value of money giving a better picture of the value of any project. NPV presents a decisive factor in selecting between positively impacting and not impacting the shareholder value (Arjunan, 2022). It enables comparisons to be made between mutually exclusive projects as well as accommodates projects with different durations. NPV is theoretically perfect and it also follows the concept of maximising shareholder wealth.
Disadvantages: 
It is important to note that the Net Present Value has several limitations. This involves the estimation of future cash flows and an appropriate discount rate, which can be difficult and not entirely objective. NPV is sensitive to these inputs, which may result in large errors if the inputs are wrongly estimated (Tsvetkova and Ouarda, 2021). There are some deficiencies in the method which seem to be unable to address the non-financial benefits or even strategic issues. Some of the things are a little difficult to explain to people who are not conversant with the language of finance. NPV does not give a measure of return in relative terms unlike the rate of return which complicates the comparison of large projects with small ones.
[bookmark: _Toc173587165][bookmark: _Toc173590130]Non-Financial Factors to be considered
Non-financial factors that should be given consideration when considering different investment projects are shown below. These comprise compatibility with the organization’s vision and mission, likely effects on the company’s image, and compatibility with sustainability initiatives. Technological paradigm is the sort of technology model at stake and specific technological problems posed according to the model like increasing computational capacity and reducing dimensions (Litvinenko, 2020). Employee satisfaction and opportunities for growth from the project are important. The decision-makers should consider compliance with the regulations and relevant legal issues that might appear. Impact on customer relations and quality of service can be identified and measured. The effect it will have on the current and future operations as well as the scalability of the business must be taken into account.
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