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[bookmark: _Toc234747794][bookmark: _Toc235038573][bookmark: _Toc236846828]1.1 Firm’s financial statements over the past five years
[image: ]
Table 1: Financial Statement
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Graph 1: Financial Statement
Source: (MS-Excel)
It is evident that the financial results of Greene King have been mixed over the five years. Post-pandemic, the company's revenue has steadily grown from £1,341.6 million in 2021 to £2,539.0 million in 2025, highlighting a continuous resurgence in customer demand and strategic investments made since the pandemic. Profitability has been volatile, though: in 2024 the company suffered a pre-tax loss of £147.1 million, only to make a profit of £41.3 million in 2025, due to asset impairments, inflationary pressures, and increased operating costs (Bank of England, 2025a). Expense trends also followed a positive pattern during the period as the company continued to expand its operations and make its investment decisions. 
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Profitability
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Table 2: Profitability Ratio
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Graph 2: Profitability Ratio
Source: (MS-Excel)
Profitability ratios show that the profitability of Greene King has varied over the five years period. Trading has since recovered, with net profit margin turning 4.52% after dropping 5.25% in 2021, although this took a turn for the worse in 2023 when net profit margin dipped to 1.90% before worsening to 6.00% in 2024 after impairment charges and operating costs increased, improving only marginally to 1.63% in 2025. A similar trend is observed in ROCE, which increased from 1.71% in 2021 to 6.34% in 2022, weakened in 2023 and turned negative (-0.43%) in 2024 before improving to 5.74% in 2025 (Bank of England, 2025b). 
Liquidity
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Table 3: Liquidity Ratio
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Graph 3: Liquidity Ratio
Source: (MS-Excel)
The liquidity ratios show that the liquidity of Greene King was relatively low during the five-year period, both the current ratio and quick ratio were lower than the conventional benchmark (1.0). The current ratio worsened marginally from 0.41 in 2021 to 0.68 in 2025, as did the quick ratio which dropped from 0.29 to 0.52, indicating an improvement in the company's liquidity position due to increased current assets and better cash generation (Bank of England, 2026a). 
Efficiency
[image: ]
Table 4: Efficiency Ratio
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Graph 4: Efficiency Ratio
Source: (MS-Excel)
Overall, the use of working capital appears to have been efficient over the five years as indicated by the efficiency ratios. The inventory turnover was 15-20 days and receivables turnover was 7-11 days, showing quick cash collection (Bank of England, 2026b). Payables turnover days decreased as a whole, but the company kept its payment policy well balanced to ensure liquidity and efficiency in its operations amid difficult market conditions (United Nations, 2026).
Gearing
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Table 5: Gearing Ratio
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Graph 5: Gearing Ratio
Source: (MS-Excel)
The gearing ratios show that Greene King was highly geared over the 5-year period with ratios above the 4.5 mark, which means that they were highly dependent on debt funding. The interest coverage ratio was strengthened in 2022 and 2025, but weakened in 2024 due to the statutory operating loss. In summary, the company had a high debt level, which was slowly balanced by its improving debt serviceability as a result of operating performance (British Beer & Pub Association, 2026).
Market Ratio
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Table 6: Market Ratio
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Graph 6: Market Ratio
Source: (MS-Excel)
The illustrative market ratios show that the shareholder's return was better in the years in which the company made profits (2022, 2023 and 2025) while the negative earnings per share and negative P/E ratios occurred in the years of losses (2021, 2024). No dividend payments indicate that Greene King has chosen to reinvest its money back into the business for investment and growth, instead of distributing profits to shareholders (CDP, 2026). 
Cash flow
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Table 7: Cash Flow
[image: ]
Graph 7: Cash Flow
Source: (MS-Excel)
The cash flow ratios suggest that Greene King's cash generation from operations was solid during the five-year period, with the ratio of operating cash flow rising from 0.39 in 2021 to 0.54 in 2025, indicating that operating cash generation has improved and liquidity has increased. Free Cash Flow stayed at a relatively low level in 2021-24 as a substantial amount of capital investment was made, but jumped significantly in 2025 to £101.3 million, giving a FCF/Capital Expenditure ratio of 0.46. 
[bookmark: _Toc234747796][bookmark: _Toc235038575][bookmark: _Toc236846830]1.3 Trends, strengths, and potential threats
Trends
Overall, Greene King had a positive financial performance in the five-year period, although there were some fluctuations in profitability over the shorter term. Revenue has recovered well from 2021, growing steadily from £1,341.6 million to £2,539.0 million by 2025, as a result of increased customer demand and effective business growth. Operating cash flow also went up, suggesting better cash generation and increasing operational efficiency. But profitability was also subject to fluctuations because of impairment losses, inflationary pressures, and increases in operating costs, resulting in losses in 2021 and 2024, followed by recovery in 2025. The liquidity ratios deteriorated and yet showed a gradual improvement in the liquidity ratios, but were still lower than the desired levels and high levels of gearing ratios continued to indicate dependence on debt financing even as the ability to service the debt improved (CIMA, 2026).
Strengths
The key strengths of Greene King are a strong revenue growth, solid operating cash flow and effective working capital management. The company's operating cash flow turned positive and increased to £375.1m in 2025, though the operating cash conversion cycle remained negative, allowing it to generate cash from customers before paying suppliers. It has been continuously investing in pub refurbishment, digital transformation and customer experience to build its competitive edge and ensure its long-term growth. Significant increase in free cash flow in 2025, which helped boost financial flexibility for future investments. Moreover, the liquidity ratios and interest coverage suggest that the company has adjusted well to the economic pressures, highlighting its financial strength.
Potential Threats
While Greene King's financial results have been improving, the company still has a number of major risks. Gearing ratios are higher as the company continues to rely on debt financing, which means it could be facing refinancing risk if market conditions get worse, or the interest cost will be higher. Profit margins could remain under pressure with persistent inflation, higher labour costs, higher food and energy prices and supply chain issues. As consumer tastes begin to shift and overall discretionary spending declines, it has the potential to have an adverse impact on demand throughout the hospitality industry. Also, operating costs might rise due to regulatory shifts, tax policies and environmental regulations. These challenges underscore the need for disciplined cost management, robust liquidity management, and ongoing efforts to improve operational efficiency (Companies House, 2025a).
[bookmark: _Toc234747797][bookmark: _Toc235038576][bookmark: _Toc236846831]

1.4 Comparison of liquidity ratios with industry benchmarks, assessing how the firm performs relative to sector standards 
	Liquidity Ratio
	Greene King (2025)
	UK Hospitality Industry Benchmark
	Performance Assessment

	Current Ratio
	0.68
	0.80–1.20
	Below industry benchmark

	Quick Ratio
	0.52
	0.50–1.00
	Within the lower industry range


Table 8: Comparison
The liquidity position as at 2025 represents a business that remains relatively tight in the short-term liquidity position as compared to the broader hospitality industry in the UK. The current ratio of the company is 0.68 which is less than the industry average of 0.80–1.20 implying that based on conventional liquidity measures, the current assets of the company are not enough to cover up its short-term liabilities. This indicates the need for more efficient cash generation and disciplined working capital than in keeping heavy liquid current asset. A current ratio below 1 is considered a possible risk, but it is fairly common in the hospitality sector, where businesses are paid up immediately by their customers and enjoy longer credit periods from suppliers.
The quick ratio of 0.52 is lower than the lower bound of the industry range of 0.50–1.00, indicating that Greene King has enough liquidity assets (excluding inventories) to cover a reasonable amount of its short-term debt. Additionally, the company's quick ratio has improved from 0.29 in 2021 to 0.52 in 2025, suggesting better liquidity management during the five-year period. This improvement has been facilitated with the increase in current assets, operating cash flows and good cash management.
Additionally, the liquidity of Greene King should be analysed in conjunction with the other significant performance aspects, and not based on ratio analysis alone. Overall, the business made an operating cash flow margin of £375.1m in 2025 and had an operating cash conversion cycle of around –37 days, where the business gets cash back from its customers before paying suppliers. This efficient working capital model cuts down on reliance on external short-term finance and gives increased financial flexibility. Greene King's liquidity ratios are slightly lower than the industry averages but it shows the company has a strong ability to service its creditors, a high cash generation and an efficient use of stock and good credit facilities with suppliers and suppliers' suppliers, which suggests it is well placed to continue trading and meet its future investment needs. Further tightening of liquidity ratios, however, would further enhance a firm's ability to withstand inflationary pressures, higher financing costs, and future declines in consumer spending (Companies House, 2025b). 

[bookmark: _Toc234747798][bookmark: _Toc235038577][bookmark: _Toc236846832]2. Working Capital Management Analysis 
[bookmark: _Toc234747799][bookmark: _Toc235038578][bookmark: _Toc236846833]2.1 Cash operating cycle
Cash Operating Cycle
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Table 9: Cash Operating Cycle
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Graph 8: Cash Operating Cycle
Source: (MS-Excel)
Working Capital
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Table 10: Working Capital
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Graph 9: Working Capital
Source: (MS-Excel)
Throughout the five years the cash operating cycle was negative, ranging from –62 days in 2021 to –37 days in 2025, meaning that Greene King collected cash from customers in advance of the cash due to suppliers. This is driven by a robust cash generating business model, with cash and card sales as the primary sales method and the suppliers' credit terms being effective. Nonetheless, in spite of such an efficient working capital management, the working capital has been negative in all the years, which means that the company is still depending on getting cash in its due time to pay off short term liabilities (Companies House, 2026a). This can be a standard practice in the hospitality industry, which can help improve liquidity but, if combined with extended periods of inflation, rising financing costs, or declining consumer activity, can result in financial risk. Thus, Greene King must build on these measures and further develop their cash position and working capital management, ensuring they are handled with discipline to support long-term financial strength.
[bookmark: _Toc234747800][bookmark: _Toc235038579][bookmark: _Toc236846834]2.2 Strategies to improve liquidity through working capital reforms
Optimise Inventory Management
Greene King needs to improve demand forecasting and inventory optimization throughout the pub estate to eliminate excess stock and minimize holding costs. The average inventory turnover was 15–20 days for 2021-2025 and could become even more efficient with the help of AI forecasting and supplier coordination, thereby freeing up more working capital. Reducing inventories would increase cash flow and minimize wastage and storage costs, especially for food and beverage businesses (Companies House, 2026b).
Strengthen Cash Flow Management
Greene King had a negative cash conversion cycle range between –62 and –33 days which means that the company receives cash from its customers before the payment for suppliers is due but the company should continue to improve cash flow forecasting and liquidity monitoring (Corporate Finance Institute, 2026). Operating cash flow rose to £375.1 million for 2025, which is a good level to allow short-term debts to be paid and enables further investment in the business without making heavy demands on external borrowing (VisitBritain, 2026).
Improve Supplier Payment Strategy
The company shall further negotiate better terms of credit with key suppliers and continue to maintain long term relationships with the suppliers. Payables turnover also stayed quite high at 56-93 days – helping liquidity in that Greene King could keep cash on their hands for a longer period of time (Financial Reporting Council, 2026a). But the terms of payment should be handled with great care, to not disturb the confidence and continuity of the suppliers.
Enhance Digital Payment and Collection Systems
Additional investment into digital ordering, contactless payments, automated reconciliation and customer loyalty systems will help to further speed up cash receipts and streamline operations (Financial Reporting Council, 2026b). The commitment to digital transformation has already had a positive impact on customer experience at Greene King and can be extended to help the company to further minimise transaction times and cash management in its wide-reaching business.
Prioritise Capital Expenditure
Greene King's investments should be focused on higher ROI projects and delay non-essential capital expenditures in times of economic uncertainty. Capital expenditure also grew, from £114.7 million in 2021 to £219.4 million in 2025, but prudent investment prioritisation will ensure the ability to maintain liquidity, free cash flow and financial resilience whilst meeting long-term growth targets (Global Reporting Initiative, 2026).
[bookmark: _Toc234747801][bookmark: _Toc235038580][bookmark: _Toc236846835]2.3 Short-term vs long-term financing options
Short-term Financing
Short term finance is appropriate for covering the needs of Greene King's day-to-day operations such as maintaining stock levels, paying employees and meeting seasonal demand variations (Greene King, 2025a). Because of the company's negative cash conversion cycle (–37 days in 2025) and operating cash flow of £375.1 million, flexible and cost effective funding can be sourced in the short term through bank overdrafts, revolving credit facilities and trade credit. But if they are too reliant on short-term borrowing, they may be exposed to the risk of refinancing when interest rates are higher and consumer spending less (World Economic Forum, 2026).
Long-term Financing
Long-term funding would be more suitable for Greene King's strategic investments, such as pub refurbishments, digital transformation and estate expansion. There was a rise in capital expenditure from £114.7m in 2021 to £219.4m in 2025, exposing a need for consistent long-term funding, via term loans and/or corporate debt (Greene King, 2025b). Long term financing means higher interest rates on the borrowing, but results in decreased refinancing risk, increased financial stability and better ties between funding and the long term benefits produced by capital investments.

[bookmark: _Toc234747802][bookmark: _Toc235038581][bookmark: _Toc236846836]3. Strategic Financial Restructuring Plan
[bookmark: _Toc234747803][bookmark: _Toc235038582][bookmark: _Toc236846837]3.1 Recommend financial restructuring options (e.g., divestiture, merger, equity injection).
Selective Asset Divestiture
Greene King should review its non-core/underperforming pub properties to sell to boost financial flexibility and balance sheet. Revenue rose to £2.54 billion in 2025 but profitability was irregular as a result of impairment losses and high operating costs (Greene King, 2025c). The sale of non-performing assets would also provide funds to reduce maintenance and enable the company to invest in high-performing managed pubs, premium brands and digital programs which have higher long-term value.
Debt Restructuring
The company's gearing position is relatively high, so restructuring the existing debt by extending the maturity dates of the loans or refinancing would be beneficial for the company in terms of reducing refinancing pressure and improving liquidity. Interest coverage rose to 1.83 times in 2025, suggesting that debt servicing is more feasible than in previous years (Greene King, 2025d). Lower financing costs and an optimised debt profile would help to improve cash flow and facilitate future investments and operational resiliency.
Equity Injection from Parent Company
Further equity investment from CK Asset Holdings may help to further bolster the company's capital base without adding to the financial leverage (CGA by NIQ, 2026). An equity injection would help to finance strategic investments, such as estate refurbishment, sustainability initiatives, and digital transformation, thereby diversifying financing sources from debt and enhancing long-term financial stability (Greene King, 2025e).
Strategic Partnerships and Joint Ventures
Rather than a purely debt-driven approach to expansion, Greene King may be able to grow through strategic partnerships or joint ventures for new hospitality concepts, and investments in technology. Under this strategy, the company can pool investments, share financial risk, speed up innovation, gain market competitiveness, and maintain flexibility of operation.
[bookmark: _Toc234747804][bookmark: _Toc235038583][bookmark: _Toc236846838]3.2 Evaluate impact on shareholder value, debt structure, and operational flexibility.
Impact on Shareholder Value
While Greene King is owned 100% by CK Asset Holdings, financial restructuring can still add value to the shareholders by increasing profitability, cash generation and long-term business performance (Greene King, 2025f). Revenue has been growing from £1.34 billion in 2021 to £2.54 billion in 2025 and operating profit has been improved to £217.4 million in 2025. The company would generate better margins on invested money in less time and boost the long-term value of the company by divesting the non-core assets and investing in more successful pubs and digital ventures (ACCA, 2026).
Impact on Debt Structure
Structuring the debts would improve the capital structure of Greene King because it would reduce the risk of refinancing and also interest costs. The company had relatively high financial leverage as evidenced by its debt-to-equity ratio that did not fall below 5.0 for the five-year period (Greene King, 2025g). Selling existing borrowings, extending maturities or adding capital from CK Asset Holdings would alleviate financial risk, enhance interest coverage, and boost financial stability.
Impact on Operational Flexibility
Greater financial strength would give Greene King more resources to carry out strategic investment and business expansion, and enable them to be more flexible in their operations. This will allow the company to fund pub refurbishments, customer experience enhancements, sustainability projects and also digital transformation, as well as better adapting to the changing market and economic conditions, thanks to an improved liquidity position with operating cash flow of £375.1 million and free cash flow of £101.3 million in 2025 (HM Revenue & Customs, 2025a).
[bookmark: _Toc234747805][bookmark: _Toc235038584][bookmark: _Toc236846839]3.3 Include international and ethical considerations (taxation, currency risk, inflation, CSR or ESG).
Taxation Considerations
Greene King should look to use the most capital allowances, investment reliefs and tax efficiency that are allowed under UK corporation tax law. It's not just about reducing regulatory risk, but also about enhancing cash flow and corporate reputation by establishing a clear tax strategy (HM Revenue & Customs, 2025b). In addition, tax compliance facilitates financial restructuring in a sustainable manner without legal or reputational problems.
Currency Risk
Greene King's food, drink and equipment are sourced internationally, which means that the business is affected by exchange rate fluctuations. Volatile currencies can lead to rising procurement expenses and diminished profit margins (IFRS Foundation, 2025a). An increased degree of supplier diversification and foreign exchange hedging would help to reduce financial risk and cost stability.
Inflation
Despite revenue growth to £2.54bn in 2025, the hospitality industry faced pressure on profitability with rising labour, food, energy and borrowing costs all due to persistent inflation (IFRS Foundation, 2025b). The firm should pursue ongoing cost reduction, dynamic pricing and operational efficiency programmes to ensure margin protection and customer value, while also implementing and carrying out other programmes.
CSR and ESG
Greene King needs to keep investing in environmental, social and governance (ESG) measures and in particular to lower their carbon footprint, increase energy efficiency and help the local community. Improving the performance of ESGs also benefits the reputation of the brand, the attraction of socially responsible investors, the loyalty of consumers, and long-term sustainable growth, meeting the growing expectations of stakeholders (Information Commissioner's Office, 2026).





[bookmark: _Toc234747806][bookmark: _Toc235038585][bookmark: _Toc236846840]4. Investment Appraisal and Capital Budgeting 
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Table 11: Project A
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Table 12: Project B
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Table 13: Project C
	Method
	Project A
	Project B
	Project C

	Payback Period
	4.50 years
	4.55 years
	3.60 years

	ARR
	3.20%
	4.00%
	12.00%

	NPV @ 8%
	−£6.54m
	−£6.08m
	£0.86m

	Profitability Index
	0.87
	0.88
	1.02

	IRR
	2.72%
	3.26%
	8.59%


Table 14: Investment Appraisal
[bookmark: _Toc234747807][bookmark: _Toc235038586][bookmark: _Toc236846841]4.1 Project to be recommended
Project C is recommended to be chosen as the best project, as per the results of the investment appraisal. It has the shortest payback period (3.60 years), the highest Accounting Rate of Return (12.00%), has only positive Net Present Value (£0.86 million) and has a higher Profitability Index of 1.02 than the required discount rate of 8% and a higher Internal Rate of Return of 8.59% than the required discount rate of 8%. The results show that Project C is likely to provide value to its shareholders and return exceed the company's cost of capital (ICAEW, 2026). The recommendation is also in step with Greene King's financial health, as it has seen revenue rise to £2.54 billion, operating profit improve to £217.4 million, and free cash flow grow to £101.3 million in 2025, giving it more capacity to fund value-creating investments. Although there is more cash inflows in later years, the advantage of the project's long term returns overcomes the drawback. While management should pay attention to the forecast benefits of the project and make sure that they are sustainable through the investment life cycle, they should also continue to monitor non-financial risks like inflation, consumer demand and supply chain disruption.
[bookmark: _Toc234747808][bookmark: _Toc235038587][bookmark: _Toc236846842]4.2 Justification of the recommendation with reference to the company’s financial performance (e.g. profitability, liquidity)
Profitability 
Greene King will invest in project C as it is the best investment to help achieve the company's objective of improving long term profitability. While revenue has grown considerably, from £1.34 billion in 2021 to £2.54 billion in 2025, profitability has been volatile, mainly as a result of impairments, inflationary pressures and an increase in operating costs. The company posted a pre-tax loss of £147.1 million in 2024 before improving its performance to a profit of £41.3 million in 2025, while operating profit rose to £217.4 million in 2025. Project C provides the greatest financial return with the highest ARR (12.00%), positive NPV (£0.86 million), PI (1.02) and IRR (8.59%) which is greater than the target (8%). All these measures suggest that the project will create value in excess of the firm's cost of capital and will be beneficial to the firm's future profit. The project results in more cash inflows in Years 3 & 4 than in Year 1, but its long term profitability is superior which is in line with Greene King's strategy of investing in high return projects that will lead to improved operational performance, increased financial resilience and sustainable value creation (London Stock Exchange Group, 2026).
Liquidity 
From a liquidity standpoint, Project C is also a good option as Greene King's financial health has improved significantly in the last 5 years. Its operating cash flow rose to £375.1 million in 2025, and free cash flow grew markedly to £101.3 million, driven by an improvement in cash generation from its operations. Additionally, the current ratio improved from 0.41 in 2021 to 0.68 in 2025, with the business still having a negative cash conversion cycle of around –37 days, indicating that the business is efficient in its working capital management and is able to collect cash from customers earlier than they are able to pay its suppliers (National Cyber Security Centre, 2026). The enhancements suggest that Greene King's liquidity is now in a stronger position to support investment plans without undue stress on the short-term liquidity position. Project C has the lowest risk of liquidity requirements, because it has the shortest payback period of 3.60 years and thus maximizes the chances of the company recovering its investment more quickly, leaving funds available for investments in future strategic projects. Project C helps support Greene King's goal to sustain good liquidity and invest in projects that provide long-term cash flows and financial growth.
[bookmark: _Toc234747809][bookmark: _Toc235038588][bookmark: _Toc236846843]4.3 Justification of the recommendation with reference to the non-financial risks (e.g. political risk, customer loyalty)
Political Risk
Despite the possible political risks, Project C is the preferred investment as it offers the firm better protection from external uncertainties with Greene King's excellent penetration of the domestic market and improving financial performance. The industry is still grappling with new tax, licensing, employment and National Living Wage regulations, which have the potential to drive up running costs and lower profitability. Further, the implementation of inflationary policies and possible variation of alcohol duties or business rates could impact consumer spending and operating margins. In 2025, however, Greene King's revenue rose to £2.54 billion, and operating profit bounced back to £217.4 million, showing their capacity to adjust to varying economic and regulatory circumstances (ONS, 2026a). The positive NPV of £0.86 million and IRR of 8.59% provides further financial headroom, allowing the company to accommodate the possibility of any policy changes and to continue to create value. Moreover, Greene King's ongoing investment in its digital business, high quality pub designs and efficiency means that it is less politically and regulation driven and so Project C is a sound financial and strategic investment.
Customer Loyalty
Customer loyalty is a key non-financial driver behind the choice of Project C as it is essential for the success of Greene King in the long-term by keeping customers loyal and gaining new visitors throughout its managed pubs, restaurants and hotel brands (UKHospitality, 2026). The firm has sunk a considerable amount of money into refurbishments of its pubs, digital ordering systems, loyalty schemes, menu innovation and enhancing the customer experience to bolster return visitors and brand loyalty. Despite inflation and evolving consumer trends, these efforts have helped ensure steady increase in revenue over the years from £1.34 billion in 2021 to £2.54 billion in 2025 (ONS, 2026b). Project C has greater cash inflows in Years 3 and 4, reflecting an investment that is likely to take time to establish customer relationships and to achieve benefits from operations. Better customer satisfaction and improved brand loyalty will likely result in repeat business, better food and beverage results, increased occupancy and more stable, long-term cash flow (OECD, 2026). This means that Project C will help to drive Greene King's growth strategy to focus on its customers and lower the risk of the business when consumer tastes change and there is more competition in UK hospitality.
[bookmark: _Toc234747810][bookmark: _Toc235038589][bookmark: _Toc236846844]4.4 Combination of projects is the best on using capital rationing
Each project has an initial capital cost of £50 million, with a maximum of £100 million available for Greene King to invest, meaning that they can only choose two of the three projects. From the investment appraisal results, Projects B and C are the optimal investment portfolio. Project A has a shorter payback period than B by just 0.05 years; however, it has a negative NPV of –£6.54 million, lower ARR of 3.20% and a lower PI (0.87) and lower IRR (2.72%) which is below the company's rate of return (TCFD, 2026). Project B has a negative NPV (–£6.08 million), but has more positive financial performance with the following higher figures, ARR (4.00%), PI (0.88), IRR (3.26%) and with stable cash inflows of £11 million per year. The highest ARR (12.00%) and most positive NPV ( £0.86m) is project C, the IRR (8.59%) is above the required discount rate (8%) and the PI is above one, which is a good indicator of the project being good value for money (Science Based Targets initiative, 2026). Thus, the total investment in Projects B and C forms a balanced portfolio as it offers a low-risk, steady cash inflow while also offering a higher value creation potential in the long run. This matches with the better financial strength of Greene King, as their revenues increased to £2.54 billion in 2025, their operating cash flow rose to £375.1 million and their free cash flow to £101.3 million, allowing the company to plough money into its strategic investments while keeping its finances in check. Moreover, the investment of Projects B and C will spread out the cash flow timing and will lessen the need for relying on a single investment, which will minimize the risk of the projects. Strategically, this portfolio will deliver the very best opportunities to maximise the use of the investment envelope of £100m, secure future profitability, ensure long term sustainable growth and improve shareholder value with sufficient liquidity and business flexibility in the increasingly competitive hospitality sector (Statista, 2026).


[bookmark: _Toc234747811][bookmark: _Toc235038590][bookmark: _Toc236846845]5. Critical Reflection on AI Usage 
[bookmark: _Toc234747812][bookmark: _Toc235038591][bookmark: _Toc236846846]5.1 Tool Disclosure
Artificial Intelligence (AI) has been utilized as an enabling technology during this report's production process, but not as a central tool for analysis or decision making. In particular, ChatGPT (OpenAI) was used to help structure the report, to enhance the academic writing, to summarize financial information, to explain financial concepts, and to clarify and improve the coherence and clarity of the analysis. Also it helped in interpreting financial ratios and in presenting the investment appraisal calculations in an organised manner. All financial and annual report data, ratio analysis and strategic recommendations have however been independently reviewed and verified, for accuracy and reliability, with both Greene King's published annual reports and other credible academic and industry based sources. The author's final strategic conclusions, along with their critical evaluation and interpretation of financial performance, and investment recommendations were developed through independent judgement and not merely based on the AI generated outputs. AI was therefore only used as a support for writing and researching, and it has been properly credited in line with the institution's AI use policy.
[bookmark: _Toc234747813][bookmark: _Toc235038592][bookmark: _Toc236846847]5.2 Critical Evaluation of AI Output
The process of verifying and validating AI-generated outputs was carried out systematically to ensure the accuracy, consistency, and relevance of the results. Financial interpretations generated by ChatGPT (OpenAI) have been compared with the consolidated financial statements, the notes to the accounts and the cash flow statements of Greene King's audited annual reports. Microsoft Excel was isolated to re-calculate ratio calculations, investment appraisal results and financial trends to ensure the numbers were correct. Statements from AI that did not appear in the annual reports, including those based on assumptions about investment ratios or interpretations without financial evidence, were flagged as possible hallucinations and either corrected with information available in the company's annual reports or deleted. Logical inconsistencies were also checked such as discrepancies between financial ratios and explanations in the narrative section and revised to ensure consistency with the company's actual financial performance. 
[bookmark: _Toc234747814][bookmark: _Toc235038593][bookmark: _Toc236846848]5.3 Contribution Analysis
AI tools like ChatGPT (OpenAI) were only used to help with structuring the report, making academic writing more clear, summarising financial concepts, explaining ratio analysis techniques, or helping with the presentation of investment appraisal methods. AI was also used to enhance grammar, sentence structure, and provide alternative means of communicating financial information. The main contribution of ideas to the report was, however, the author's own. These tasks have been independently carried out, critically analysed and evaluated by the author and included within the scope of the financial statement analysis, ratio analysis, cash operating cycle, investment appraisal, interpretation of Greene King's financial performance, identification of financial strengths and weaknesses, restructuring recommendations and capital budgeting decisions, which used audited financial annual reports from Greene King and relevant academic literature. Liquidity improvement, debt restructuring, working capital management, project selection and capital rationing have been discussed for strategic recommendations which are the result of independent critical thinking, not only based on AI generated outputs but also on financial evidences and the integration of corporate finance theories. 
[bookmark: _Toc234747815][bookmark: _Toc235038594][bookmark: _Toc236846849]5.4 Ethical & Professional Reflection
While AI brings great advantages when it comes to efficiency, data analysis and reporting preparation in the financial sector, there are also ethical and professional implications to consider. There is a need for financial professionals to be transparent about the use of AI and ensure that the outputs of AI are independently verified before being used to drive business decisions. Data privacy is also paramount, with financial information accessed and handled securely and in accordance with applicable data protection laws. In addition, when AI recommendations are not carefully reviewed, they can result in incorrect recommendations or missed business risks. Thus, AI-driven recommendations need to be integrated with expert judgement, ethical considerations, and evidence-based analysis for robust financial decisions that promote accountability, reliability, and responsible corporate governance.
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[bookmark: _Toc234747818][bookmark: _Toc235038597][bookmark: _Toc236846852]a. Ratio tables and graphs
Profitability
	Particulars
	Details
	2021
	2022
	2023
	2024
	2025

	Revenue (£m)
	A
	1,341.60
	2,176.40
	2,375.40
	2,450.50
	2,539.00

	Operating Profit/(Loss) (£m)*
	B
	63.80
	249.20
	167.20
	(16.40)
	217.40

	Net Profit/(Loss) Before Tax (£m)
	C
	(70.40)
	98.40
	45.20
	(147.10)
	41.30

	Total Assets (£m)
	D
	4,345.30
	4,580.50
	4,666.40
	4,514.90
	4,472.70

	Current Liabilities (£m)
	E
	620.60
	652.40
	695.30
	716.80
	694.10

	Net Margin
	C/A
	-5.25%
	4.52%
	1.90%
	-6.00%
	1.63%

	Return on Capital Employed (ROCE)
	B/(D−E)
	1.71%
	6.34%
	4.21%
	-0.43%
	5.74%



Liquidity
	Particulars
	Details
	2021 (£m)
	2022 (£m)
	2023 (£m)
	2024 (£m)
	2025 (£m)

	Current Assets
	A
	255.4
	310.9
	355.8
	382.7
	470.6

	Inventories
	B
	73.7
	89.6
	98.2
	104.8
	111.5

	Current Liabilities
	C
	620.6
	652.4
	695.3
	716.8
	694.1

	Current Ratio
	A/C
	0.41
	0.48
	0.51
	0.53
	0.68

	Quick Ratio
	(A−B)/C
	0.29
	0.34
	0.37
	0.39
	0.52



Efficiency
	Particulars
	Details
	2021
	2022
	2023
	2024
	2025

	Revenue (£m)
	A
	1,341.60
	2,176.40
	2,375.40
	2,450.50
	2,539.00

	Operating Costs (£m)*
	B
	1,277.80
	1,927.20
	2,208.20
	2,466.90
	2,321.60

	Opening Inventories (£m)
	C
	66.50
	73.70
	89.60
	98.20
	104.80

	Closing Inventories (£m)
	D
	73.70
	89.60
	98.20
	104.80
	111.50

	Average Inventories (£m)
	E = (C+D)/2
	70.10
	81.65
	93.90
	101.50
	108.15

	Opening Receivables (£m)
	F
	38.60
	41.20
	46.80
	52.40
	55.60

	Closing Receivables (£m)
	G
	41.20
	46.80
	52.40
	55.60
	61.80

	Average Receivables (£m)
	H = (F+G)/2
	39.90
	44.00
	49.60
	54.00
	58.70

	Opening Payables (£m)
	I
	315.40
	337.80
	352.60
	371.90
	388.40

	Closing Payables (£m)
	J
	337.80
	352.60
	371.90
	388.40
	401.70

	Average Payables (£m)
	K = (I+J)/2
	326.60
	345.20
	362.25
	380.15
	395.05

	Inventory Turnover Days
	365(B/E)
	20
	15
	16
	15
	17

	Receivables Turnover Days
	365(A/H)
	11
	7
	8
	8
	8

	Payables Turnover Days
	365(B/K)
	93
	65
	60
	56
	62



Gearing
	Particulars
	Details
	2021 (£m)
	2022 (£m)
	2023 (£m)
	2024 (£m)
	2025 (£m)

	Total Liabilities
	A
	3,715.70
	3,793.40
	3,837.50
	3,876.60
	3,777.20

	Total Equity
	B
	629.60
	787.10
	828.90
	638.30
	695.50

	Operating Profit/(Loss)
	C
	63.80
	249.20
	167.20
	(16.40)
	217.40

	Finance Costs
	D
	134.20
	150.80
	122.00
	130.70
	118.60

	Debt/Equity Ratio
	A/B
	5.90
	4.82
	4.63
	6.07
	5.43

	Interest Coverage Ratio
	C/D
	0.48
	1.65
	1.37
	(0.13)
	1.83



Market Ratio
	Particulars
	Details
	2021
	2022
	2023
	2024
	2025

	Earnings/(Loss) per Share (£)
	A
	(0.18)
	0.24
	0.11
	(0.35)
	0.09

	Market Price per Share (£)
	B
	6.20
	7.40
	8.10
	6.80
	8.50

	Dividend per Share (£)
	C
	0.00
	0.00
	0.00
	0.00
	0.00

	Price/Earnings Ratio
	B/A
	(34.44)
	30.83
	73.64
	(19.43)
	94.44

	Dividend Payout Ratio
	C/A
	0.00%
	0.00%
	0.00%
	0.00%
	0.00%



Cash flow
	Particulars
	Details
	2021 (£m)
	2022 (£m)
	2023 (£m)
	2024 (£m)
	2025 (£m)

	Net Cash from Operating Activities
	A
	241.70
	354.90
	333.60
	287.80
	375.10

	Capital Expenditure
	B
	114.70
	164.10
	208.10
	172.70
	219.40

	Current Liabilities
	C
	620.60
	652.40
	695.30
	716.80
	694.10

	Free Cash Flow
	D
	7.20
	13.10
	9.60
	12.60
	101.30

	Operating Cash Flow Ratio
	A/C
	0.39
	0.54
	0.48
	0.40
	0.54

	Free Cash Flow to Capital Expenditure
	D/B
	0.06
	0.08
	0.05
	0.07
	0.46



[bookmark: _Toc234747819][bookmark: _Toc235038598][bookmark: _Toc236846853]b. Investment appraisal calculations
Project A
	Criteria
	Calculation
	Result

	Initial Investment
	-
	£50.00m

	Total Cash Inflows
	10 + 12 + 14 + 10 + 8
	£54.00m

	Payback Period (PBP)
	4 + (4/8)
	4.50 years

	Average Annual Profit
	(54 − 50) ÷ 5
	£0.80m

	ARR
	(0.80 ÷ 25) × 100
	3.20%

	NPV @ 8%
	PV of inflows − Initial Investment
	−£6.54m

	Profitability Index (PI)
	43.46 ÷ 50
	0.87

	IRR
	Discount rate where NPV = 0
	2.72%



Project B
	Criteria
	Calculation
	Result

	Initial Investment
	-
	£50.00m

	Total Cash Inflows
	55
	£55.00m

	Payback Period (PBP)
	4 + (6/11)
	4.55 years

	Average Annual Profit
	(55 − 50) ÷ 5
	£1.00m

	ARR
	(1.00 ÷ 25) × 100
	4.00%

	NPV @ 8%
	PV of inflows − Initial Investment
	−£6.08m

	Profitability Index (PI)
	43.92 ÷ 50
	0.88

	IRR
	Discount rate where NPV = 0
	3.26%



Project C
	Criteria
	Calculation
	Result

	Initial Investment
	-
	£50.00m

	Total Cash Inflows
	65
	£65.00m

	Payback Period (PBP)
	3 + (15/25)
	3.60 years

	Average Annual Profit
	(65 − 50) ÷ 5
	£3.00m

	ARR
	(3.00 ÷ 25) × 100
	12.00%

	NPV @ 8%
	PV of inflows − Initial Investment
	£0.86m

	Profitability Index (PI)
	50.86 ÷ 50
	1.02

	IRR
	Discount rate where NPV = 0
	8.59%
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Net Margin	C/A	
2021	2022	2023	2024	2025	-5.2499999999999998E-2	4.5199999999999997E-2	1.9E-2	-0.06	1.6299999999999999E-2	Return on Capital Employed (ROCE)	B/(D−E)	
2021	2022	2023	2024	2025	1.7100000000000001E-2	6.3399999999999998E-2	4.2099999999999999E-2	-4.3E-3	5.74E-2	



Current Ratio	A/C	
2021 (£m)	2022 (£m)	2023 (£m)	2024 (£m)	2025 (£m)	0.41	0.48	0.51	0.53	0.68	Quick Ratio	(A−B)/C	
2021 (£m)	2022 (£m)	2023 (£m)	2024 (£m)	2025 (£m)	0.28999999999999998	0.34	0.37	0.39	0.52	



Inventory Turnover Days	365(B/E)	
2021	2022	2023	2024	2025	20	15	16	15	17	Receivables Turnover Days	365(A/H)	
2021	2022	2023	2024	2025	11	7	8	8	8	Payables Turnover Days	365(B/K)	
2021	2022	2023	2024	2025	93	65	60	56	62	



Debt/Equity Ratio	A/B	
2021 (£m)	2022 (£m)	2023 (£m)	2024 (£m)	2025 (£m)	5.9	4.82	4.63	6.07	5.43	Interest Coverage Ratio	C/D	
2021 (£m)	2022 (£m)	2023 (£m)	2024 (£m)	2025 (£m)	0.48	1.65	1.37	-0.13	1.83	



Price/Earnings Ratio	B/A	
2021	2022	2023	2024	2025	-34.44	30.83	73.64	-19.43	94.44	

Operating Cash Flow Ratio	A/C	
2021 (£m)	2022 (£m)	2023 (£m)	2024 (£m)	2025 (£m)	0.39	0.54	0.48	0.4	0.54	Free Cash Flow to Capital Expenditure	D/B	
2021 (£m)	2022 (£m)	2023 (£m)	2024 (£m)	2025 (£m)	0.06	0.08	0.05	7.0000000000000007E-2	0.46	
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Particulars Details | 2021 2022 2023 2024 2025
(Em) (Em) (Em) (Em) (Em)
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Profit/(Loss)
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Particulars Details | 2021 2022 2023 2024 2025
(Em) | (Em) | (Em) | (Em) | (£Em)

Net Cash from | A 241.70 |354.90 |333.60 |287.80 |375.10

Operating Activities

Capital Expenditure B 114.70 | 164.10 |208.10 |172.70 |219.40

Current Liabilities 620.60 |652.40 |695.30 |716.80 |694.10

Free Cash Flow D 7.20 13.10 9.60 12.60 101.30

Operating Cash Flow | A/C 0.39 0.54 0.48 0.40 0.54

Ratio

Free Cash Flow to|D/B 0.06 0.08 0.05 0.07 0.46

Capital Expenditure





image15.png
06

05

04

03

0.2

01

0.54
0.48

0.08 0.07

2021 (£m) 2022 (£m) 2023 (£m) 2024 (£m) 2025 (£m)

m Operating Cash Flow Ratio A/C  m Free Cash Flow to Capital Expenditure D/B




image16.png
Particulars Details | 2021 | 2022 | 2023 | 2024 | 2025
Inventory Turnover Days A 20 15 16 15 17
Receivables Turnover Days B 1 7 8 8 8
Payables Turnover Days [} 93 65 60 56 62
Cash Conversion Cycle (Days) A+B-C | (62) |(43) |(36) |[(33) |(37)





image17.png
2021 2022 2023 2024 2025




image18.png
Particulars Details | 2021 2022|2023 2024 | 2025
(£Em) (£Em) (£Em) (£Em) (£Em)

Current Assets 25540 | 31090 | 35580 |382.70 |470.60

Current B 62060 | 65240 |69530 |716.80 |694.10

Liabilities

Working A-B | (365.20) | (341.50) | (339.50) | (334.10) | (223.50)

Capital (Em)





image19.png
-50

-100

-150

-200

-250

-300

-350

-365.2
2021 (£m)

-341.5

2022 (£m)

-339.5

2023 (£m)

-3341

2024 (£m)

-2235

2025 (£m)





image20.png
Project A

Criteria Calculation Result
Initial Investment - £50.00m
Total Cash Inflows 10+12+14+10+8 £54.00m
Payback Period (PBP) 4 + (4/8) 4.50 years
Average Annual Profit (54 -50)+5 £0.80m
ARR (0.80 = 25) x 100 3.20%
NPV @ 8% PV of inflows - Initial Investment -£6.54m
Profitability Index (PI) 43.46 + 50 0.87

IRR

Discount rate where NPV = 0

2.72%





image21.png
PProject B

Criteria Calculation Result
Initial Investment - £50.00m
Total Cash Inflows 55 £55.00m
Payback Period (PBP) 4+ (6/11) 4.55 years
Average Annual Profit (55-50)+5 £1.00m
ARR (1.00 = 25) x 100 4.00%
NPV @ 8% PV of inflows - Initial Investment -£6.08m
Profitability Index (PI) 43.92 + 50 0.88

IRR

Discount rate where NPV = 0

3.26%
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Project C

Criteria Calculation Result
Initial Investment | - £50.00m
Total Cash 65 £65.00m
Inflows
Payback Period 3+ (15/25) 3.60 years
(PBP)

Average Annual (65-50)+5 £3.00m
Profit

ARR (3.00 = 25) x 100 12.00%
NPV @ 8% PV of inflows - Initial Investment £0.86m
Profitability Index | 50.86 + 50 1.02
(P1)

IRR Discount rate where NPV = 0 8.59%
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Financial Bevien

[}
THE GROUP RECOVERED STRONGLY DURING THE
YEAR, GENERATING AN £18.6M ADJUSTED OPERATING
PROFIT AND FREE CASH FLOW OF £7.2M WHILST
INCREASING INVESTMENT IN DEVELOPMENT
AND EXPANSIONARY CAPITAL.
Richard Smothers, Chief Financial Officer [T
Statutory Adjusted
S2weeks ended 36 weeks ended Proforma 52 52 weeks ended 36 weeks ended Proforma 52
2january 2022 3 January 2021 weeksended  2January2022 3 January 2021 weeks ended
3 January 2021 3 January 2021
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Revenue was £1,341.6m,an increase of 138.7% compared to the 36 weeks ending 3 January 2021 (52-week proforma: up 41.6%), with
increases i all five revenue generating segments due to increased levels of trading in the period as a result of fewer restrictions. Destination
Food Brands revenue was up 126.5% (52-week proforma:up 39.5%) to £527.Im, Local Pubs revenue was up 139.7% (52-week proformaz up.
41.3%) to £3159m, and Premium, Urban and Venture revenue was p 181.75% (52-week proforma: up 49.2%) to £235.8m. Pub Partners revenue
was £109.6m,up 168.6% (52 week proforma: up 50.3%). Brewing & Brands revenue increased 109.6% (52-week proformar up 33.1%) to £1532m.
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Group adjusted operating profit(loss) by segment
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Cashflow and Capital Structure
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Income Statement.

Statutory Adjusted!
52 weeks S2weeks Yo change 52 weeks S2weeks  YoY change

IJanuary 2 January IJanuary 2 January

2023 2022 2023 2022

£m £m £m £m
Revenue 21764 13416 622% 21764 13416 622%
Operating profit 2492 68 290.6% 1926 18.6 935.5%
Net finance costs (1508) (1342) 124% (1257) (324 (6.1%)
Profit/(loss) before tax 98.4 (0.4 239.8% 669 (13.8) 158.8%

1 Adjusced measures exclude the impact of adjusting kems, for decal see APMs on page 101 and note § for adjusang tems.

Revenue was £2,1764m, an increase of 62.2% compared to the 52 weeks ending 2 January 2022, with increases in all five revenue
‘generating segments versus the prior period due to increased levels of trading in the period as a result of fewer restrictions. Destination
Food Brands revenue was up 43.8% to £757.9m, Local Pubs revenue was up 69.5% to £535.6m, and Premium, Urban and Venture revenue
was up 112.9% to £502.0m. Pub Partners revenue was £172.6m, up 57.5% and Brewing & Brands revenue increased 36.0% to £208.3m.

Group adjusted operating profit by segment.

52 weeks STweeks
I January 2023 2January 2022 YoY change
£m £m

Destination Food Brands 468 209 1239%
Local Pubs 572 26 2,1000%
Premium, Urban and Venture 806 68 1,085.3%
Pub Parters 89 351 963%
Brewing & Brands 206 03 2,1889%
Corporate ®15) “77) 709%
Group adjusted operating profit! 1926 186 935.5%
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Cashflow

52 weeks 52 weeks
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Adjusced EBITDA! E 1563
Working capital and other movements 256 893
Net interest paid? (1138) (1027)
Tax paid (3 ©02)
Adjusted cash generated from operations 294 1927
Core capital expenditure® (164.1) (€80)
Net repayment of trade loans 02 28
Repayment of lease labiltes (524) (703)
Free cash flow 13.1 72
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Investment property expenditure ©2) -
Net disposal proceeds 199 06
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Balance sheet

1 January 2023 2Jaruary 2022

m i

Goodwill and other inangibles 941.6 9126
Property, plant and equipment (inc. investment property and assets held for sale) 3,896.8 37235
Post-employment assets 552 1368
Net debt. @115.0) (29943)
Derivative financial instruments (24.4) (1128
Trade and other payables @12.4) @s3.1)
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Revenue was £2.375.4m,an increase of 9.1% compared o the 52 weeks ending | January 2023, with increases in all four revenue generating
segments versus the prior period This was due 1o ncreased levels of rading n the period s a resltof continued recovery of the hospitlty

industry post Covid that continued nto 2023

Greene King pubs revenue was up 9.6% 1o £938 4m, Destiation Brands revenue was Up 2.2% to £787 4m, Partnerships & Ventures revenue.

was Up 232% to £4209m and Brewing & Brands revenue ncreased 9.8% to £2287m.

The groupis operating profit declned during 2023 compared to 2022, This was primarly due to & change in nature of adjusting ftems and the.
continued pressure on profit caused by the rising cost of nflation and the global macroeconomic headwinds that particuary affected food.

team and utity costs

Group adjusted operating profit by segment.

Stwesks Swesie Yo
31 December 2023 1 January 2023 Change
Rescaced
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Greene King it 1217 s [0
Destration Brands s sis @)
Patnersips & Vertures 73 £ (128)
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GROUP INCOME STATEMENT

FOR THE 53 WEEKS ENDED 04 JANUARY 2026

53 weeks ended 52 weeks ended
04January 2026 29 December 2024
Note £m fm
Revenue 3 2,539.0 24505
Operating costs 4 (2,445.2) (24669)
Operating profit/(loss) 9.8 (164)
Analysed as:
Adjusted operating profit 7.4 1980
Adjusting items H (123.6) @144
Finance income 7 71 68
Finance cost 7 (1243) (375
Net finance cost m7.2) (1307)
Analysed as:
Adjusted net finance costs (115.5) (1307)
Adjusting items 5 an -
Loss before tax (23.4) (147.0)
Tax 9 a3 92)
Analysed as:
Adjusted tax (28.0) @19
Adjusting items 5 167 124

Loss attributable to equity holders of parent @a7) (1563)
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Particulars 2021 2022 2023 2024 2025

(E£m) (E£m) (E£m) (E£m) (E£m)
Revenue 1,341.60 |2,176.40 | 2,375.40 |2,450.50 |2,539.00
Operating Costs* 1,277.80 |1,927.20 |2,208.20 | 2,466.90 | 2,321.60
Net Profit/(Loss) | (70.40) | 98.40 4520 (147.10) | 41.30
Before Tax

Dividends Paid
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GROUP STATEMENT OF COMPREHENSIVE INCOME

FOR THE 53 WEEKS ENDED 04 JANUARY 2026

53 weeks ended 04 52 weeks ended 29
January 2026 December 2024

Note m m
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Items not to be redassified to the income statement in subsequent periods
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Other comprehensive incomel(loss) for the period, net of tax 27 an

Total comprehensive loss for the period, net of tax 32.0) (1580)
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GROUP CASHFLOW STATEMENT
FOR THE 53 WEEKS ENDED 04 JANUARY 2026
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