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Executive Summary
This report analyses the financial performance of corporates in terms of financial statements and strategic investment decision making by a combination of financial statement analysis of Unilever PLC and a capital investment appraisal of Westward Plc. The report aims to learn and establish financial health, determine the trends of performance, and choose the best investment decisions that give the shareholders maximum possible wealth. The initial section of the report examines the last two financial years of Unilever PLC based on the ratio analysis of its financial status. The main areas considered are profitability, liquidity, efficiency, gearing and investor ratios. The results cannot be ignored that Unilever has enhanced its financial performance, and there is an increase in its profit margins. Even though liquidity ratios are lower than the conventional standards, this is in line with industry expectations of large FMCG companies that have high cash generation. It can be concluded that Unilever is a financially healthy and robust company. Nevertheless, the report has recognised the weaknesses of ratio analysis as well. The second section of the report uses discounted cash flow methods, namely Net Present Value (NPV) and Internal Rate of Return (IRR), to consider three investment alternatives. The project that offers the most value addition is that of Option B, as it will yield the greatest NPV and a high IRR that is well above the cost of capital. The report advises focusing on high-NPV projects that can be financed with a balanced approach with retained earnings and moderate debt. Generally, the discussion shows that a rigorous financial analysis and sound capital usage are critical to the long-term growth and shareholder value maximisation.
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Introduction
With the business environment turning quite competitive and unpredictable, sound financial decision-making is vital to the survival of corporate performance and maximisation of shareholder value. The world has large markets that are complex in nature, and these multinational companies, such as Unilever PLC and their profitability, liquidity, efficiency, and long-term investment strategy should be handled with care. The financial analysis is therefore useful in helping the directors and senior managers to evaluate the performance, allocation of capital and further growth. This report will be the synthesis of the methods of analysis of financial ratios and investment appraisal to present an in-depth analysis of the corporate financial health and strategy decision-making methods. In the introductory part of the report, the discussion of the financial results of Unilever PLC and the financial position in 2022 and 2023 is provided in detail. The ratio analysis can be used to evaluate such critical areas as profitability, liquidity, efficiency, gearing, and returns of investors. This analysis gives a clue to the efficacy of Unilever in utilising resources, working capital management, financial risk management, and shareholder value provision (Marjohan and Supratikta, 2025). The trend direction is also examined through time to understand the factors of improvement or failures, and the outcomes are elaborated against the environment in which Unilever is functioning, the industry nature and the strategic priorities in the industry. Although ratio analysis is a successful and popular measurement tool, it has been found to be limited particularly when it comes to inflation and accounting policies, and the lack of qualitative sides of brand strength and sustainability performance. The other section of the report focuses on the capital investment, whereby the discounted cash flow is applied in order to compare an alternative investment option that a company can undertake. The determination of whether a proposed project yields returns greater than the cost of capital is done using NPV and IRR, which will result in an increase in shareholder wealth. The methods are particularly applicable to long-term investment, in that the time value of money and risk of cash flows are taken into account. The realistic issue of capital rationing is also considered in the analysis, in which the firms are not able to pursue all the positive NPV projects due to a shortage of finances. The report is addressed to the level of a director, in a manner that there exists a reasonable financial and strategic recommendation. In total, this report should demonstrate that the sustainable development of business, efficient distribution of resources, and the addition of long-term value to the shareholders are the issues that can be grounded in the efficient financial analysis.

Main Findings
Task 1
Profitability Ratios
Ratios
Gross Profit Margin
2022: 42.1%
2023: 44.6%
Operating Profit Margin
2022: 16.8%
2023: 18.3%
Net Profit Margin
2022: 13.2%
2023: 14.9%
Return on Capital Employed (ROCE)
2022: 25.4%
2023: 28.7%
Evaluation
The Unilever profitability ratios demonstrate that there is a visible increase in the financial performance of the company between 2022 and 2023, showing more adequate cost management and proper strategic choices. The increase in gross profit margin stood at 42.1% to 44.6%, indicating that the firm was able to absorb the increment in the input costs, including raw materials, packaging and logistics, to consumers, in terms of price increase. Indicatively, high prices in products such as Dove or Magnum most of the time enable the firm to take the inflation without a significant loss of demand. It also means that the disruption of the supply chain and the instability of commodity prices, which were observed in 2022, were more effectively dealt with in 2023. It contributed to the stabilisation of the production costs. Its increase in operating margin of 16.8% to 18.3% is evidence of a better operating efficiency. This growth indicates that Unilever minimised the operating costs in relation to revenue through the following measures: portfolio rationalisation, manufacturing automation, and the use of simplified distribution channels (Rebwar Hussein Salih et al., 2024). Marketing and administrative overheads (disciplining costs). Costs like using more digital media than traditional media to do advertising may also have helped to keep overheads under control and keep the brand visible. The net profit margin went up to 14.9, which proved the fact that the changes in operations led to the growth of overall profitability. This is an indicator of better financial management, such as good control of the financing costs and tax planning. Keeping the level of debt constant or ensuring that taxation systems are optimal in the global markets would lead to a rise in the net earnings without a major revenue rise. Return on Capital Employed (ROCE) improved to 28.7% as compared to 25.4%, which is high, especially in a large firm dealing with fast-moving consumer goods (Rafid et al., 2024). It is a positive sign that Unilever was able to earn more operating profit on the amount of capital invested in assets and operations. This increase was probably contributed to by effective management of production facilities, improved inventory turnover, and investment in high-margin brands. Altogether, the profitability ratios indicate that Unilever managed to react properly to inflationary pressures and operational obstacles and enhance its profitability due to the pricing power, cost-effectiveness, and better capital utilisation throughout 2023.
Liquidity Ratios
Current Ratio
2022: 0.79:1
2023: 0.85:1
Quick Ratio
2022: 0.54:1
2023: 0.60:1
Evaluation
The liquidity ratios of Unilever in both years were lower than the traditional 1:1 standard, but there was a slight improvement in 2023. The current ratio went up to 0.85:1 and 0.60:1, up to 0.79:1 and 0.54:1, respectively (Unilever, 2023). These values show that the company does not depend on large amounts of liquid resources to pay off short-term liabilities. In the case of a big FMCG company like Unilever, the low liquidity ratios are comparatively typical since the sales are made regularly and the cash generation is produced in a relatively short amount of time due to continuous consumer purchases (Jung et al., 2022). As an illustration, the sales of products like packaged food, detergents and personal care products, among others, every day generate cash flows that sustain short-term payments. The increase in the liquidity ratios of the year 2023 indicates an improved working capital. The company must have maximised inventory and quickened the receivables collection, which increased the speed of cash flow in operations (Vu, 2024). As an example, better demand forecasting or computer-based inventory management can decrease the amount of stock, and stricter credit policies can shorten the time required by customers to pay. These steps assist in raising available cash without expanding current assets by a long way (Gunawan, 2023). Nevertheless, even keeping a relatively low level of liquidity is risky. In case of unforeseen shocks in the supply chain or a drop in consumer demand, the cash flow stress may lead to a temporary impact on the company in covering the short-term liabilities. Unilever, therefore, has to strike a balance between operational efficiency and financial flexibility. In general, the liquidity ratios show that Unilever marginally improved the short-term financial performance in 2023, as the company has been able to better control the working capital and still perform effectively within the usual liquidity framework of the FMCG sector.
Efficiency Ratios
Inventory Days
2022: = 63 days
2023: 58 days
Receivables Days
2022: 34 days
2023: 32 days
Payables Days
2022: 71 days
2023: 74 days
Evaluation
The efficiency ratios demonstrate that Unilever managed to enhance operational performance in 2023 due to increased resource utilisation and management of the working capital. The inventory days reduced to 58 days after being 63 days, which revealed that the company took a shorter time to sell the stock. The enhancement implies a better demand forecast, a more precise production planning, and coordination of the supply chain (Agus Sukarno et al., 2023). As an illustration, high-level data analytics and real-time sales observation can be used to streamline production and consumer demand to avoid surplus inventory. Reduced inventory days also saves warehousing and storage, and spoilage expenses, which are appreciable in the fast-moving consumer goods industry, where many products, including packaged foods and personal care goods, have a short shelf life. The number of days to receive dropped to 32, and this shows that Unilever was receiving customer payments faster (Unilever, 2022). Quicker collections enhance the cash flow and minimise the chances of overdue payments or bad debts. This development can be attributed to tighter credit regulation, enhanced oversight of client accounts, or an increased rate of sales over channels with shorter payment periods, like giant stores or online platforms. It can also help to build relationships with the key distributors to make payments more on time. The days of payables improved by 71 to 74 days, indicating that Unilever took a little more time in paying suppliers. Expansion of time to pay may help in the short-term flow of cash since the company will have the cash at their disposal in the business. Nevertheless, too long terms of payment can undermine relations with suppliers or have an impact on supply reliability in the long term (Gholampoor and Asadi, 2024). The integrity of payment practices is especially critical because Unilever pays great attention to the ESG obligations and responsible sourcing. Altogether, the efficiency ratios show that Unilever was able to boost its cash conversion cycle and operational efficiency in 2023. These benefits ensure high levels of profitability and liquidity, and they allow the company to reinvest the cash generated internally in order to sustain future growth.
Gearing Ratios
Debt-to-Equity Ratio
2022: 1.48
2023: 1.32
Interest Cover Ratio
2022: 9.6 times
2023: 11.1 times
Evaluation
In 2023, Unilever enhanced its gearing position, which shows that there is less financial risk and balance-sheet stability. The debt-to-equity ratio decreased to 1.32 from 1.48, indicating that the company decreased the total debt levels, or increased the equity with the help of increased retained earnings. It will be possible to lower gearing in those times when there is a lack of economic confidence and the interest rates grow, since this will limit the vulnerability to the escalating borrowing costs. As an illustration, when the interest rates in the world market increase, companies that have fewer debt obligations are not pressured by the increased interest payments. More robust equity base in the case of Unilever will increase its financial stability in the long run and will allow it more flexibility to invest in innovation, sustainability projects or entering a new market. The ratio of interest coverage also increased to 11.1 times compared to 9.6 times, which means that operating profits can afford the interest costs more easily (Istenes and Polák, 2024). Such an improvement not only indicates potentially reduced interests but also operating earnings. A high interest coverage also makes lenders and investors confident that the firm would not have any problem fulfilling its debt commitments, which has increased the confidence of creditors and ensured that the company continues to borrow at reasonable rates (Landler et al., 2024). An example of this is the constant operating revenue of well-developed brands, which enables Unilever to remain at the same level of debt repayment even in the fluctuation in the market. Excessively low gearing may, however, also be evidence of a company failing to avail itself of the advantages of financial leverage. Debt financing is, at times, also cheaper than equity, especially when returns on investment are higher than the costs of borrowing. This, as an example, is the moderate debt to finance the expansion into the emerging markets or the development of new products, which may even increase the shareholder returns. Unilever should therefore have a moderate capital structure with care on the use of debt without compromising financial flexibility. All in all, the gearing ratios indicate that the company has improved its financial strength in 2023 and has the ability to continue fostering growth.
Investor Ratios
Earnings per Share (EPS)
2022: £2.6
2023: £2.98
Dividend per Share (DPS)
2022: 1.71
2023: 1.77
Dividend Cover
2022: 1.52 times
2023: 1.68 times
Evaluation
These ratios reveal that there is a clear growth in the capacity of Unilever to deliver value to the shareholders of the company in 2023. In 2023, the Earnings per Share (EPS) increased to 2.98 in comparison with 2.60 in 2022. This growth indicates that the company has earned higher after-tax profits. Besides, it also means that the company now has a higher amount of profits per share. An increase in EPS shows a favourable sign for the investors as it indicates that the share price would be increased and boost the reliability of the managers to the investors. DPS has also increased by 1.71 to 1.77, and that indicates that Unilever remains focused on providing its shareholders with consistent and growing dividend payments. This is particularly severe for long-term and income-oriented investors (van der Linden et al., 2024). Despite the recent economic instability, this expansion indicates that the management is unconcerned about the company's ability to generate cash. The dividend cover ratio increased from 1.52 times to 1.68 times. This suggests that, in comparison to the previous year, 2023 was in a better position to support dividends. The likelihood of future dividend payment reductions and the sustainability of dividend payments decrease with increasing dividend cover. Nonetheless, a significant amount of the earnings is distributed rather than retained because the dividend cover is less than two times (Seretidou et al., 2025). This restricts internally generated cash that may be used to undertake large-scale investments, even if it is compatible with Unilever's established business strategy. 

Weaknesses of Ratio Analysis
Ratio analysis has certain weaknesses. Some of them have been listed below:
Historic Nature of the Data
Ratio analysis is based on past financial statements and therefore reflects the historical performance and not the future performance. Unilever ratios are estimated using the performance of the company in 2022 and 2023, but they do not reflect the future performance of the business in the forthcoming years. The changes in demand of the consumers, competition, regulatory requirements or the international economic factors can drastically alter the future outcomes (Abdullah et al., 2023). Directors should not therefore base all decisions on ratios when making strategic decisions, but they should be combined with the forward-looking information and predictions.
Effects of inflation
Ratio analysis can also be associated with inflation, in which the ratio analysis will be distorted by an imbalance of the revenues, costs and asset values of the periods. Raw material, energy, and labour costs have been increasing in recent years owing to inflation. Although Unilever has been increasing the prices to secure the margins, inflation reduces the comparability of the year-on-year ratios (Drury, 2021). The augmentation of profitability may be in part attributed to an intensification in price and not to a true augmentation in efficiency, and this limits the soundness of inferences drawn simply on ratios.
Accounting Policies and Estimates Differences
Financial ratios such as depreciation methods, inventory valuation and impairment assumptions would be affected by accounting policies and estimates made by the management. These small changes in such policies may be significant in terms of reported profit and value of assets (Irfan et al., 2022). Although the standards applied by Unilever are the same accounting standards, the element of judgment, which can reduce the objectivity of ratio analysis, still exists.
Qualitative and Strategic Factors
Ratio analysis examines only numbers and does not consider the qualitative variables that drive the strengths of the brand, the ability to innovate, good management, and the success of ESG (Kolitz, 2023). These are key factors in the achievement of a brand-based business like Unilever, which is not captured by financial ratios.
Benchmark and Industry Restrictions
The Unilever ratios could be compared with industry ratios, which could be incorrect because companies are dissimilar in terms of their sizes, geographical representation and course of action. This limits the usefulness of the benchmarking strategy.
Recommendations
The following are some of the recommendations that can be made to Unilever PLC:
Appendage of Prudent and Tactical Pricing Policies
Unilever ought to continue with its sharp pricing approach to maintain its profitability and strong customer relations. The gross and operating margins increased in the year 2023, indicating that the company was capable of surviving an era of high inflation prices. The pricing decisions that should be made in the future should, however, be aligned with the purchasing power of the consumer, particularly in the price-sensitive markets. Such price increments would reduce the volumes of sales and, what is more crucial, damage the brand loyalty (Schonharl, 2021). Unilever should invest in value-based pricing, according to which the increased pricing is explained by the quality of the product, innovativeness, and sustainability. The practice will help in maintaining the margins without affecting the demand in the long run.
Increase Working Capital and Liquidity Management
Although the liquidity ratios of Unilever were a bit better in 2023, they remain lower compared to conventional standards. It is recommended to retain the working capital management by the company, as it will result in short-term financial strength. It would mean taking part in further inventory minimisation through enhancing the demand forecasting and supply chain coordination. It would also have improved inflows of cash with improved receivables management in terms of tightening of credit control and increased invoicing speed. The extension of the payables is beneficial regarding the cash flow, but the relations between Unilever and the suppliers must be reasonable and sustainable, particularly based on its ESG. The high liquidity will be beneficial in terms of flexibility of finances when there is uncertainty in the economy.
Balanced and Sustainable Gearing Structure
The better and risk-free financial structure is indicated by the low level of gearing and high interest coverage of Unilever. The company needs to aim at maintaining the balance of the capital structure by not relying too much on debt and not forgetting about the financial leverage in those aspects where it is justified (Xu et al., 2024). Middle-ground borrowing could be a good source of finance in case it is invested in projects where returns exceed the cost of capital. However, the rates of interest will be high, and the expense of debt and financial risk will increase. The management should, in turn, evaluate the debts frequently and ensure the borrowing decisions are grounded in the long-term strategic planning as well as cash flow capability.
Investing Further in Supply Chain Digitalisation and Efficiency
The growth in the efficiency ratios would mean that operational initiatives have been working out. To sustain and enhance these gains, Unilever must invest additional money in the digitalisation of its supply chain. Examples of technologies that can be implemented to optimise demand forecasting, reduce how much time is wasted holding stock, and reduce operational costs include advanced data analytics, artificial intelligence, and automation (Lopez Lira, 2024). Another aspect is the improvement of transparency and responsiveness introduced by digital supply chains that will aid in reacting to any changes and disruptions of the market more quickly. Additional investment in these ways will enable efficiency, profitability, and sustainability in the other, more unstable globalised environment.
Dividend Growth vs. Long-term Reinvestment
Improvements in the better EPS and dividend cover of Unilever will suggest that shareholder returns will be improved, and dividend sustainability will improve. The company should not stop the policy of progressive dividend, as it will guarantee the faith of the investors and market stability. Increase in dividends, however, should not be to the expense of growth in long-term values (Atrill, 2020). The management should also possess a sufficient amount of earnings to make investments into innovation, brand building, sustainability, and expansion in the high-growth markets that are emerging. This kind of restraint in dividends relative to reinvestments will be useful in the generation of earnings in the short term and the long-term capital formation.
Enhance Financial Performance Surveillance and Disclosure
Unilever should ensure that monitoring financial performance is reinforced to be premised on a broader range of indicators in addition to the traditional financial ratios. Even though the ratio analysis provides very informative data, other indicators, such as the cash flow performance, returns on investments in innovations, and other ESG-related indicators, would be a more appropriate assessment of the business performance. More internal reporting to the segment and region level would also assist in making superior strategic decisions. There will be increased transparency regarding better financial communication, and the stakeholders will be assured of the same, which will be a good sign of corporate governance.






Task 2
Net Present Value (NPV) Analysis: Complete Calculations and Discussion
Westward Plc has three investment options for expanding business within four years, which include escalating retail business (option A), increasing facilities in online business (option B) and adding a new product line (option C). Both of the options involve varying initial investments and yield varying annual cash flows. This is supposed to be reported as an assessment of these options using the Net Present Value (NPV) method, the cost of capital is 6%, the tax rate is 25%, and the capital allowances are 2%. The report should also determine the Internal Rate of Return (IRR) of the chosen project. The findings are explained in this report, and a capital rationing analysis is undertaken. The capital is shown as 2.5 million GBP.
Key Assumptions
Cost of capital (discount rate): 6%.
Corporation tax: 25%
Capital allowances: straight line 20%
Discount factors provided:
Year Discount Factor (6%)
Year		Discount Factor
1		0.943
2		0.890
3		0.840
4		0.792


Alternative A - Retail Expansion (1.2m start-up cost)
NPV of A = 1,243,200 – 600,000 = 643,200
Discussion
Option A has a good positive NPV, which means that this alternative is above the required rate of the company. Low risk is associated with retail growth due to the predictable cash flows and stable demand (Abdelhady, 2021). The high fixed costs and the fluctuating consumer preference to online shopping, however, may hinder growth potential.
B -Internet Sales (Initial investment of £1,000,000)
NPV of B: 1,792,300 − 1,000,000 = £792,300
Discussion
Option B provides a better NPV than Option A with greater growth opportunities and reduced marginal costs. The sales through the internet are scalable and have better margins. But technological risk and a high level of competition are exposures to the project which would affect long-term sustainability.
Option C- New Product Lines (initial investment of £1,600,000)
NPV of C: 2,342,600 − 1,600,000 = £742,600
Discussion
Alternative C will result in a larger NPV than A but lower than B. Product differentiation, pricing power, and long-term brand development are some of the advantages of the project (Salim et al., 2021). It involves a greater risk in terms of operation, but the returns on the financial aspect are sufficient to address these risks.
Payback Period
Westward Plc has three investment options for expanding its business within four years, which include increasing the size of the retail business, developing online sales and adding new items to the line, chronologically, options A, B, and C. Both of the options involve varying initial investments and yield varying annual cash flows. This is supposed to be reported as an assessment of these options using the Net Present Value (NPV) method, the cost of capital is 6 per cent, the tax rate is 25 per cent, and the capital allowances are 20%. The report should also determine the Internal Rate of Return (IRR) of the chosen project, explain the result to the managers, consider capital rationing, with a limit of 2.5 million pounds and suggest appropriate sources of finance.
Recommendation Based on NPV.
When looked at in pure financial terms, Option B will be the preferred option because it maximises the shareholder wealth as it gives the greatest positive NPV. The NPV is the legitimate investment estimation method because it measures the direct contribution of the undertaking to the company's worth of the firm against the relative or percentage returns (Kashyap, 2021). The optimal NPV of option B indicates optimistic prospects of cash inflow and solid tax incentives from capital allowances. It is worth noting that the returns of the project are excessively large as compared to the cost of capital of the company of 6 per cent, and that not only can the project pay off the initial investment, but it also has a high economic profit. Internet Sales can be used strategically to simplify the streams of revenue, reduce dependence on the existing markets, and adjust to the changing consumer preferences (Arjunan, 2022). Even though the project is going to require a higher initial cost, the scale of returns justifies such a cost. Therefore, the strategic congruence and financial evidence support the best option of the preferred investment, which is the best of the Available options B.
Internal rate of return (IRR) -Option B
Internal Rate of Return (IRR) refers to the interest rate at which the NPV of an alternative is zero. In the case of Option B, the IRR is calculated by discounting the cash flows at different rates up to the present value of inflows such that the value would be equal to the amount invested.
IRR = 30%+
32.14% (approximately)
This IRR, compared to the 6% cost of capital of the company, is very high. The 6% is quite low, which means that the company is strongly cushioned. The high IRR means that the project is resistant to an increase in the cost of capital or pessimistic developments in cash flow and is plausible. IRR is, however, to be taken at face value. It involves the reinvestment of intermediate cash flows at the IRR itself, which is unrealistic (Magni and Martin, 2025). Neither does it look at absolute wealth creation. Irrespective of these shortcomings, the IRR in this instance justifies the NPV decision and strengthens the appeal of alternative B.
Management Interpretation
The NPV is considered to be the most theoretically acceptable investment appraisal technique because it considers the worth of money over time; it also evaluates all the cash flows that are expected to occur throughout the life of the alternative. As a result, NPV follows a direct correlation with the increase in shareholder wealth as compared to payback or ARR, which are synonymous with the final financial objectives of the firm. It also considers the risk with the help of a discount rate and allows direct comparison between projects of different sizes (Gao et al., 2023). Such non-discounting methods (payback and accounting rate of return) are most commonly used as they are easy to use, but they have their shortcomings. They are simple to compute and distinguish; therefore, they are favourites among the managers. Payback can also be used particularly as a liquidity and risk indicator in uncertain environments. They should, however, be employed as supportive processes and not as a substitute for NPV. The qualitative considerations must be construed based on financial outcomes. The strategic fit, the market trends, the ability to function, the response of the competitors, and the regulatory factors will determine the success of a project (Oliveira et al., 2025). On the example of an innovation-led growth, Option C is compatible, but on the example of a stabilising one, Option A is compatible. The management ought to maintain organisational resources and skills sufficient to deliver projected cash flows.
Capital Rationing
However, Westward PLC has a capital limitation of 2.5 million, which implies that they will not be able to invest in all three projects even though they all have a positive Net Present Value. Capital rationing aims to maximise the total NPV within the budget constraint, and not merely to choose the project whose NPV is the largest.
Profitability Index (PI) = 
Option	PV (£k)	Investment (£k)	PI
A	1,243.2	600	2.07
B	1,792.3	1,000	1.79
C	2,342.6	1,600	1.46


Investment order
A
B
C
Funds allocation
A (600) + B (1,000) = 1,600
Remaining funds = 900
Fraction of C = 900 / 1,600 = 0.5625
NPV from policy
A NPV = 643.2
B NPV = 792.3
C NPV = 742.6 × 0.5625 = 417.7
Total NPV:
643.2 + 792.3 + 417.7 = £1,853.2k
Final capital rationing decision
From pinpointing the optimal decision to make according to the chosen criteria, that is, the decision leading to the least variation in the outcomes of the optimal decision maker (which is the determining factor). 
Final Capital Rationing Decision
The decision is to be taken after the identification of the optimum choice by the chosen criteria. That means the decision that causes the maximum variation in the results of the optimum decision maker (the determining factor).
At the capital constraint of less than 2.5 million pounds, the optimum investment bundle will be:
Option B – fully funded
Option A – fully funded
Option C – partially funded (56.25%)
This division maximises the total shareholder wealth, creating an aggregate NPV of about £2.45 million, more than any other possible combination in the budget.
Financing in the Investment Programme
The capital under finance is of equal importance as the decision under finance on investment, as they directly affect the cost of capital, economic risk, and shareholder returns of the companies (Chen, 2024). Westward PLC must adopt a financing model, which will facilitate the preferred investment programme and financial flexibility, and sustainability should be observed. The most appropriate primary source of finance is retained earnings. Internally generated funds are retained profits, which are not repaid and do not contribute towards the financial risk. The retained earnings also assist in avoiding the dilution of ownership and passing a good message to the market that the company is financially stable and can fund its growth using the available operations. The retained earnings are, however, not free because they have an opportunity cost, the dividends, which the shareholders will be more open to receiving. With respect, only investments that bring returns that are higher than the cost of capital should be reinvested, which is evident with the selection of investments undertaken in Westward PLC (Teixeira et al., 2021). Part of the investment programme will be financed by medium-term debt, other than the retained earnings. The debt financing is characterised by the fact that its interests are deductible as tax, which constitutes a tax shield, and the actual cost of borrowing is low. Westward PLC will be able to service its interest and repayment obligation with ease, bearing in mind the high NPVs and anticipated cash flows of the two chosen projects (Pranoto et al., 2025). However, it would go overboard in borrowing, which would expose the company to financial risks and also to the interest rates. Then, one should be in a debt balance. Equity issues are not the most desirable in the current situation. Issuing new shares would lead to dilution of the shareholders who are already the existing shareholders; therefore, this would not augur well with the market. Equity finance is also more expensive than debt because the amount of required return is higher for shareholders. This means that equity must only be considered when internal funds and the ability to take risks are low, or it is strategic to maintain the gearing low (Johnstone, 2023). Special investments, particularly involving the concern of flexibility, may also be viewed and taken on the grounds of asset-based finance, such as leasing. Leasing would reduce cash flows within the first few years of operation and would enhance liquidity, however, at a high cost in the long term. To conclude, moderate debt and retained earnings are the most appropriate financing mix strategy to apply in Westward PLC. This approach will minimise risk, the cost of capital will be maintained at a low level, and long-term sustainable growth will be facilitated.
General Recommendation
According to the financial appraisal and analysis, it can be observed that Westward PLC should execute Option B, which is Internet Selling, because it yields the highest Net Present Value and a high Internal Rate of Return that is much higher than the cost of capital of the company. This shows that the project is generating a lot of shareholder value and provides attractive long-term growth. Nevertheless, since the capital limit is limited to 2.5 million pounds, the company would be advised to undertake a portfolio approach instead of investing in one project only (Darmansyah et al., 2025). The suggested mix between fully funding option A and B, and partly funding option C, has the highest possible total NPV and risk diversification over various business sectors. The approach will enable Westward PLC to take advantage of predictable retail cash flows, scalable digital expansion, and product development that is driven by innovation.
Strategically, such a diversified investment programme enhances the competitive strength of the company and discourages dependence on one revenue line. It also gives the flexibility where the management can be able to scale up successful projects or change resources in case of a change in the market conditions (Mohammed and Dr Char-Lee Lok, 2025). The suggested capital structure, which is the retained capital combined with moderate debt, makes the investment programme even more viable. This strategy maintains financial risk at a low level, benefits from taxes, and maintains shareholder value. To sum up, Westward PLC must continue with the proposed investment programme based on NPV as the major decision-making tool, complemented with IRR and qualitative factors. This restrained attitude is what makes sure that scarce capital is put to good use, risks are mitigated, and long-term shareholder wealth is optimised.

Conclusion
The present report has also provided a general evaluation of corporate financial performance and investment decision-making, relying on Unilever PLC as the most important case scenario and the financial management techniques that should be applied. The review has revealed that informed financial decisions involve both retrospective performance appraisal and prospective investment appraisal, particularly in cases where the organisation under consideration is large and multinational and is in competitive global settings. The financial ratio analysis indicates that Unilever has improved its performance in the majority of the key areas in the previous financial year. Profitability ratios reveal superior returns on capital used, superior control of cost, superior operational performance, in terms of superior pricing of products, superior cost control and superior operations of the company. The liquidity ratios are still applicable, though the numbers are not as high as the traditional ones in a large and fast-moving consumer goods company that generates immense amounts of cash. The working capital management is better as seen in the efficiency ratios, but the gearing and the investor ratios reflect low financial risk and high returns to the shareholders. All these results indicate that Unilever is economically stable, and it can assist it in making strategic investments in the future. However, the argument also has in favour of the fact that ratios must be applied cautiously, as they are historically oriented and useless in indicating qualitative variables such as brand strength, innovativeness, or environmental and social risks. In the part concerning investment appraisal, we also demonstrate how the financial theory could be implemented to help in making the strategic decision-making process easier. The Net Present Value analysis allows seeing very clearly which project is making the biggest contribution to the shareholder wealth, and the Internal Rate of Return will further prove the fact that returns are significantly greater than the cost of capital. Importantly, the report has demonstrated that no one individual can make the decision to invest. The difference between picking projects with high-paying properties and capital rationing is that capital rationing is based on a portfolio perspective in which the management chooses a mix of projects that will generate maximum total value within a financial constraint. The examination of the financing indicates the need to deal with the appropriate investment choices and appropriate capital structure. The balance is given by the moderate debt and retained earnings level, which allows the firms to enjoy the tax benefits, financial flexibility and the ability to manage the risk. This is particularly true when we consider the example of an already established organisation such as Unilever, in which the question of retaining shareholder trust and creditworthiness is a critical concern. Lastly, the report affirms that the essence of effective corporate management is a disciplined financial analysis. A useful mix of ratio analysis and good investment appraisal methods will enable the directors to examine the performance, allocate limited resources efficiently and make contributions towards long-term sustainable growth. Regarding businesses like Unilever, financial discipline, strategic investments and value creation will remain at the centre of the business, ensuring that the business has a competitive advantage and offers continuous returns to the shareholders.
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Gross Profit Margin
Gross Profit Margin = ×100
2022: £25,900𝑚/£61,600𝑚×100
	= 42.1%
2023: £27,900𝑚/£62,600𝑚×100
	= 44.6%
Operating Profit Margin
Operating Margin = ×100
2022: £10,350𝑚/£61,600𝑚×100
	= 16.8%
2023: £11,450𝑚/£62,600𝑚×100
	= 18.3%
Net Profit Margin
Net Profit Margin = 
2022: £8,130𝑚/£61,600𝑚×100
	= 13.2%
2023: £9,320𝑚/£62,600𝑚×100
	= 14.9%
Return on Capital Employed (ROCE)
ROCE = ×100
Capital Employed = Total Assets − Current Liabilities
2022: £10,350𝑚/£40,750𝑚×100
	= 25.4%
2023: £11,450𝑚/£39,900𝑚×100
	= 28.7%
Current Ratio
Current Ratio = 
2022: £20,300𝑚/£25,700𝑚
	= 0.79:1
2023: £21,500𝑚/£25,300𝑚
	=0.85:1
Quick Ratio
Quick Ratio = 
2022: (£20,300𝑚−£6,400𝑚)/£25,700𝑚
	=£19,900𝑚/£25,700𝑚
	=0.54:1
2023: (£21,500𝑚−£6,300𝑚)/£25,300𝑚
	=£15,200𝑚/£25,300𝑚
	=0.60:1
Inventory Days
Inventory Days = ×365
2022: £6,400𝑚/£37,000𝑚×365
	= 63 days
2023: £6,300𝑚/£39,000𝑚×365
	= 58 days
Receivables Days
Receivables Days = ×365	​
2022: £5,740𝑚/£61,600𝑚×365
	= 34 days
2023: £5,500𝑚/£62,600𝑚×365
	= 32 days
Payables Days
Payables Days = ×365
2022: £7,200𝑚/£37,000𝑚×365
	= 71 days
2023: £7,900𝑚/£39,000𝑚×365
	= 74 days
Inventory Days
Inventory Days = ×365
2022: £6,400𝑚/£37,000𝑚×365
	= 63 days
2023: £6,300𝑚/£39,000𝑚×365
	= 58 days
Receivables Days
Receivables Days = ×365	​
2022: £5,740𝑚/£61,600𝑚×365
	= 34 days
2023: £5,500𝑚/£62,600𝑚×365
	= 32 days
Payables Days
Payables Days = ×365
2022: £7,200𝑚/£37,000𝑚×365
	= 71 days
2023: £7,900𝑚/£39,000𝑚×365
	= 74 days
Debt-to-Equity Ratio
Debt-to-Equity = 	​
2022: £26,900𝑚/£20,000𝑚
	= 1.48
2023: £27,800𝑚/£21,100𝑚
	= 1.32
Interest Cover Ratio
Interest Cover = 	​
2022: £10,350𝑚/£1,078𝑚
	= 9.6 times
2023: £11,450𝑚/£1,032𝑚
	= 11.1 times
Earnings per Share (EPS)
EPS = 	​
2022: £8,130𝑚/3,127𝑚
	= £2.6
2023: £9,320𝑚/3,127𝑚
	= £2.98
Dividend per Share (DPS)
Dividend per Share (DPS) = 
2022: £5,350/£3,127
= £1.71
2023: £5,550/£3,127
= £1.77
Dividend Cover
Dividend Cover = 
2022: 2.60/1.71
	= 1.52 times
2023: 2.98/1.77
	= 1.68 times
Option A
Step 1: Calculate annual capital allowance 
£600,000 × 20% = £120,000 per year
Step 2: Modify operating cash flows, taxes and capital allowances.
Capital allowance tax saving:
£120,000 × 25% = £30,000 per year
These tax shields are appended to after-tax operating cash flows.
Step 3: After-tax cash flow

	Year
	Pre-tax CF
	After-tax CF = CF × 75% + Tax shield

	1
	200
	(200 × 0.75) + 30 = 180

	2
	400
	(400 × 0.75) + 30 = 330

	3
	500
	(500 × 0.75) + 30 = 405

	4
	700
	(700 × 0.75) + 30 = 555



Step 4: Determining NPV

	Year
	After-tax CF
	DF
	PV(£,000)

	1
	180
	0.943
	169.7

	2
	330
	0.890
	293.7

	3
	405
	0.840
	340.2

	4
	555
	0.792
	439.6

	Total
	
	1243.2


Option B
Step 1: Calculate annual capital allowance 
£1,000,000 × 20% = £200,000
Step 2: Modify operating cash flows, taxes and capital allowances.
£200,000 × 25% = £50,000
Step 3: After-tax cash flow
	Year
	Pre-tax CF
	After-tax CF

	1
	400
	(400 × 0.75) + 50 = 350

	2
	450
	(450 × 0.75) + 50 = 387.5

	3
	720
	(720 × 0.75) + 50 = 590

	4
	980
	(980 × 0.75) + 50 = 785



Step 4: Determining NPV
	Year
	After-tax CF
	DF
	PV(£,000)

	1
	350
	0.943
	330.1

	2
	387.5
	0.890
	344.9

	3
	590
	0.840
	495.6

	4
	785
	0.792
	621.7

	Total
	
	
	1792.3


Option C
Step 1: Calculate annual capital allowance 
£1,600,000 × 20% = £320,000
Step 2: Modify operating cash flows, taxes and capital allowances.
£320,000 × 25% = £80,000
Step 3: After-tax cash flow
	Year
	Pre-tax CF
	After-tax CF

	1
	450
	(450 × 0.75) + 80 = 417.5

	2
	700
	(700 × 0.75) + 80 = 605

	3
	900
	(900 × 0.75) + 80 = 755

	4
	1200
	(1200 × 0.75) + 80 = 980



Step 4: Determining NPV
	Year
	After-tax CF
	DF
	PV(£,000)

	1
	417.5
	0.943
	393.7

	2
	605
	0.890
	538.5

	3
	755
	0.840
	634.2

	4
	980
	0.792
	776.2

	Total
	
	
	2342.6



Payback Period
Payback Period Calculations
Option A – Retail Expansion
Initial Investment = £600,000
	Year
	Cash Flow (£000)
	Cumulative Cash Flow (£000)

	Year 1
	200
	200

	Year 2
	400
	600

	Year 3
	500
	1100

	Year 4
	700
	1800



After Year 1 = £200
Remaining = 600 − 200 = 400
Year 2 cash flow = 400
Payback = 2 years
Option B – Internet Sales
Initial Investment = £1,000,000
	Year
	Cash Flow (£000)
	Cumulative (£000)

	Year 1
	400
	400

	Year 2
	450
	850

	Year 3
	720
	1,570

	Year 4
	980
	2,550


After Year 2 = 850
Remaining amount:
Year 3 cash flow = 720
Payback ≈ 2.21 years
≈ 2 years and 2.5 months
Option C – New Product Lines
Initial Investment = £1,600,000
	Year
	Cash Flow (£000)
	Cumulative (£000)

	Year 1
	450
	450

	Year 2
	700
	1,150

	Year 3
	900
	2,050

	Year 4
	1,200
	3,250


After Year 2 = 1150
Remaining:
Year 3 cash flow = 900
Payback = 2.5 years
Final Payback Periods
Option
Payback Period
A = 2.0 years
B = 2.21 years
C = 2.5 years
Fastest payback: Option A
Payback, however, does not take into consideration the time value of money, and therefore, NPV and IRR are primarily demanded in the assignment.
IRR
NPV at 6%
= £792,300
NPV at 30%
	Year
	After-tax CF
	DF
	PV in 000

	1
	350
	0.769
	269.2

	2
	387.5
	0.592
	229.3

	3
	590
	0.455
	268.5

	4
	785
	0.350
	274.8

	Total
	
	
	1041.8



NPV at 30%:
1,041,800 − 1,000,000 = £41,800
NPV at 33%
	Year
	After-tax CF (£000)
	DF @33%
	PV (£000)

	1
	350
	0.752
	263.2

	2
	387.5
	0.565
	218.9

	3
	590
	0.425
	250.8

	4
	785
	0.319
	250.4

	Total
	
	
	983.3



NPV = 983,300 − 1,000,000
NPV = –£16,700
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