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Executive Summary

This report evaluates two linked financial management issues for directors. Part 1 assesses the recent financial performance of Burberry Group PLC, a London Stock Exchange-listed luxury company and FTSE 100 constituent, using profitability, liquidity, gearing, efficiency and investor ratios for FY2024 and FY2025. Burberry is a suitable case because the company publishes audited financial statements and operates in a sector where brand strength, inventory discipline and pricing power are reflected clearly in financial ratios (London Stock Exchange, 2026; Burberry Group plc, 2025a).
The analysis shows a material deterioration in Burberry's performance. Revenue fell from GBP2,968m to GBP2,461m, gross profit fell from GBP2,009m to GBP1,538m, and operating profit moved from GBP418m to a GBP3m operating loss. Gross margin remained high in absolute terms, at 62.5%, but the decline from 67.7% indicates weaker pricing power, inventory pressure and lower fixed-cost absorption. Liquidity appears acceptable, with a current ratio of 1.49 and a quick ratio of 1.11, but this is not a sign of stronger trading because cash increased while borrowings and lease-related liabilities remained substantial. Net debt to equity rose from 97.5% to 120.6%, reducing financial flexibility during the Burberry Forward turnaround.
The brief benchmark against LVMH, Kering, Hermes and Richemont shows that the wider luxury market has been challenging, but Burberry's margin and earnings deterioration are weaker than those of the stronger luxury houses. The recommendation is therefore to prioritise margin recovery, inventory discipline, cautious capital expenditure, operating KPI transparency and gradual balance sheet repair before resuming shareholder distributions.
Part 2 evaluates three Beard Plc investment options using after-tax NPV, IRR and capital rationing. Option C, producing purses and wallets, has the highest NPV at GBP91.23k and an approximate IRR of 8.6%, which is above the 5% cost of capital. If the projects are divisible and funds are limited to GBP1.5m, the optimal policy is to accept C in full and invest 55.56% in B, giving a total NPV of approximately GBP132.31k. NPV is recommended as the primary decision rule because it directly measures value creation, but management should also consider demand risk, operational capacity, strategic fit and financing constraints before committing funds. 
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Introduction

Financial management supports managerial decision-making by converting accounting data and forecast cash flows into evidence about performance, risk, liquidity, investment returns and financing choices. At Level 7, the issue is not only to calculate numbers correctly but also to interpret what they mean for directors operating under uncertainty. This report therefore combines financial statement analysis with investment appraisal and financing advice. The analysis is informed by financial management texts and capital budgeting research, including Atrill (2019), Arnold and Lewis (2019), Brealey, Myers and Allen (2023), Pike, Neale and Akbar (2018), Drury (2020), CIMA (2023), ACCA (2025), Bekaert and Hodrick (2017) and Bhimani (2022).
Part 1 applies ratio analysis to Burberry Group PLC for FY2024 and FY2025. The selected ratios cover profitability, liquidity, gearing, efficiency and investor performance, as required by the assessment. Ratio interpretation also uses benchmark evidence from selected luxury peers, because performance is more meaningful when set against sector conditions rather than considered in isolation. The report uses Burberry's audited annual reports, the London Stock Exchange listing context, and public information from LVMH, Kering, Hermes and Richemont (Burberry Group plc, 2024; Burberry Group plc, 2025a; London Stock Exchange, 2026; LVMH, 2026; Kering, 2026; Hermes International, 2026; Richemont, 2025).
Part 2 evaluates three proposed projects for Beard Plc, a high-quality handbag producer, using NPV, IRR and capital rationing. The analysis assumes corporation tax at 25%, capital allowances at 20% straight-line and a 5% cost of capital. The report also discusses why NPV is normally treated as the theoretically superior investment appraisal method, why payback and accounting-based measures remain popular in practice, what non-financial issues should be considered, and how the investment programme might be financed.












Main Findings

Task 1: Burberry Group PLC ratio analysis

1.1 Data, method and ratio summary

Burberry is analysed using the Group financial statements for the 52 weeks ended 29 March 2025 and the comparative 52 weeks ended 30 March 2024. The financial data are taken from the audited income statement and balance sheet, while the sector interpretation is supported by current luxury market evidence. This approach is consistent with standard financial statement analysis, where profitability, liquidity, leverage, activity and market indicators are combined to build a rounded picture of performance (Penman, 2013; Palepu, Healy and Peek, 2020; Robinson et al., 2020; Subramanyam, 2014; White, Sondhi and Fried, 2003; Walsh, 2006).
The most important summary point is that Burberry's FY2025 problem is not a minor fluctuation in one ratio; it is an interlinked deterioration across sales, margins, operating profit, shareholder returns and gearing. The Group's revenue fell by 17.1%, while operating profit moved from GBP418m to a GBP3m loss. This means lower revenue was not absorbed by the existing cost structure. At the same time, total equity fell from GBP1,154m to GBP921m and total liabilities increased from GBP2,216m to GBP2,506m, which increased financial risk (Burberry Group plc, 2025a).

Table 1. Ratio Analysis for 2025 and 2024
Ratio area	Ratio	2025	2024	Direction and initial interpretation
Profitability	Gross profit margin	62.5%	67.7%	Decline indicates weaker pricing, mix and inventory pressure.
Profitability	Operating margin	-0.1%	14.1%	Severe deterioration from operating profit to near break-even loss.
Profitability	Net profit margin	-3.0%	9.1%	Shareholders moved from profit to loss.
Liquidity	Current ratio	1.49	1.66	Still above 1 but weaker working-capital cover.
Liquidity	Quick ratio	1.11	1.07	Slight improvement because inventory reduced.
Gearing	Net debt / equity	120.6%	97.5%	Higher leverage relative to the equity base.
Efficiency	Asset turnover	0.72x	0.88x	Assets generated less revenue.
Efficiency	Inventory days	168 days	193 days	Improved stock days, but still long for a fashion business.
Efficiency	Receivables days	46 days	42 days	Slightly slower conversion into cash.
Investor	Basic EPS	(20.9)p	74.1p	Sharp deterioration in shareholder earnings.
Investor	Dividend per share	0p	61.0p	Dividend suspended to preserve cash.



1.2 Profitability: the key weakness

Profitability is Burberry's most serious issue. The gross profit margin fell from 67.7% in FY2024 to 62.5% in FY2025. In a non-luxury retailer, a 62.5% gross margin might look strong, but luxury companies need high gross margins because they support product design, brand communication, flagship stores, clienteling, supply-chain quality and selective distribution. A fall of more than five percentage points is therefore strategically important, not only mathematically significant. It suggests that Burberry had less room to absorb selling and administrative costs at precisely the point when the business needed to invest in a turnaround.
The operating margin moved from 14.1% to -0.1%. This is more damaging than the gross margin fall because it shows that the cost base was not flexible enough to protect operating profit when revenue declined. In FY2025, Burberry incurred GBP1,541m of net operating expenses against GBP1,538m of gross profit, so operating expenses consumed all gross profit. The annual report links the year to a difficult luxury market, weaker customer response and the reset under Burberry Forward, a plan intended to reignite brand desire and improve long-term value creation (Burberry Group plc, 2025a; Burberry Group plc, 2025b).
The net profit margin fell from 9.1% to -3.0%. This is the final effect after finance costs and tax. Net finance expense increased from GBP35m to GBP63m, which matters because a highly leveraged business has less ability to wait for a slow recovery. Profitability ratios therefore connect directly with gearing: the weaker the operating margin, the more burdensome fixed financing obligations become. This is why ratio analysis should not be read as separate boxes; the ratios form a chain of evidence about operational and financial resilience (Atrill, 2019; Penman, 2013).
Return on capital employed also fell sharply, from approximately 16.6% to -0.1%. This indicates that the capital committed to stores, inventory, digital channels and leases produced almost no operating return in FY2025. For directors, the immediate implication is that growth investment should be disciplined until store productivity, full-price selling and demand indicators recover. A luxury company can damage brand equity by excessive discounting, but it can also destroy value by maintaining an expensive footprint that does not generate sufficient sales. The better strategic answer is not only cost cutting but sharper capital allocation.

1.3 Liquidity and working capital

Burberry's liquidity position is mixed rather than weak. The current ratio fell from 1.66 to 1.49, meaning current assets still exceeded current liabilities but with a smaller buffer. The quick ratio increased from 1.07 to 1.11 because inventories fell from GBP507m to GBP424m. This suggests that Burberry reduced stock exposure, which is positive for cash control. However, the improvement should be interpreted cautiously because lower inventory can be caused by better planning, markdowns, reduced purchasing or weaker future sales expectations. Without information on the age and quality of stock, the ratio alone cannot prove that inventory management has improved sustainably.
Cash and cash equivalents increased from GBP441m to GBP813m. This looks positive at first sight, but it needs to be considered alongside borrowings and lease liabilities. Current borrowings rose to GBP300m and non-current borrowings to GBP438m. Therefore, the increase in cash does not necessarily reflect stronger trading cash generation. It partly reflects a more cautious funding position during a turnaround. This is a good example of why financial analysis must distinguish liquidity from profitability. A company can be liquid in the short term and still have a weak earnings base.
Working capital also shows pressure in receivables. Receivables days increased from 42 to 46 days. This is not extreme, but a rise in receivable days during a downturn deserves attention because wholesale partners and franchise customers may also face slower demand. For a luxury brand with retail, wholesale and licensing activities, management should monitor credit terms, overdue balances and customer concentration. The objective is not to over-tighten credit so much that it damages commercial relationships, but to avoid using trade credit to mask weak demand.

1.4 Gearing, efficiency and investor performance

Gearing is the second major area of concern. Using a net debt measure that includes borrowings, overdrafts and lease liabilities less cash, net debt was approximately GBP1,111m in FY2025 compared with GBP1,125m in FY2024. Although the absolute figure was slightly lower, equity fell more significantly, from GBP1,154m to GBP921m. The result is that net debt to equity increased from 97.5% to 120.6%. For a cyclical luxury brand in a turnaround, this is a material strategic constraint because high gearing reduces the capacity to absorb further weak trading or fund aggressive investment without increasing risk.
The capital structure issue can be read through corporate finance theory. Debt may discipline managers and can be cheaper than equity when profits are stable, but it also increases financial distress risk when cash flows are volatile (Modigliani and Miller, 1958; Modigliani and Miller, 1963; Jensen and Meckling, 1976; Myers, 1984; Harris and Raviv, 1991; Rajan and Zingales, 1995; Frank and Goyal, 2009). Burberry's current position is not one where high leverage looks value-enhancing. The company needs flexibility because brand repair may require time, creative investment and a patient approach to rebuilding full-price demand.
Efficiency ratios confirm that the asset base was used less productively. Asset turnover fell from 0.88x to 0.72x. This reflects the revenue decline against a broadly similar asset base and indicates poorer utilisation of stores, leases and operating assets. Inventory days improved from 193 to 168 days, but this remains high and must be analysed in relation to product seasonality. If inventory is cleared through heavy markdowns, the inventory days ratio may improve while brand equity and gross margin weaken. Directors should therefore track inventory ageing, sell-through, full-price sales mix and markdown rate together, not separately.
Investor ratios deteriorated sharply. Basic EPS changed from 74.1p profit to a 20.9p loss, and the company declared no interim or final dividend for FY2025. Suspending dividends is financially logical in a turnaround because it preserves cash and avoids paying distributions while the company is loss-making. However, it also signals that investors should expect recovery to take time. From a market perspective, the issue is whether Burberry can provide enough credible operating evidence to offset the short-term loss of income appeal.

1.5 Benchmark against selected luxury peers

The benchmark evidence strengthens the interpretation because the luxury market was difficult in 2025 but not uniformly weak. Bain and Altagamma reported stabilization rather than a strong market recovery, while McKinsey highlighted slower luxury value creation and pressure on the traditional value proposition (Bain & Company and Altagamma, 2025; McKinsey & Company, 2025). Deloitte's recent luxury report similarly emphasizes selectivity, stabilization and the need for relevance in a more demanding consumer environment (Deloitte, 2026). Therefore, Burberry's difficulties should be read partly as industry-related. However, the comparison with stronger luxury groups suggests that company-specific execution and brand positioning were also important.
The benchmark table below is not intended to be a full like-for-like ratio model because the groups have different portfolios, reporting currencies and year ends. It is used only as an indicative sector comparison. LVMH generated EUR80.8bn revenue and a 22% recurring operating margin in 2025. Hermes reported EUR16.0bn revenue and a 41.0% recurring operating margin. Richemont reported EUR21.4bn sales and a 20.9% operating margin. Kering was under pressure, with revenue down 13% and recurring operating margin at 11.1%, yet it still remained profitable at the operating level. Compared with these peers, Burberry's -0.1% operating margin is weak (LVMH, 2026; Hermes International, 2026; Richemont, 2025; Kering, 2026).







Table 2. Comparative Operating Margin Analysis
Company	Year / latest period	Revenue / sales	Operating margin indicator	Interpretation for Burberry benchmark
Burberry	FY2025	GBP2.461bn	-0.1% operating margin	Underperforming; revenue decline translated into operating loss.
LVMH	2025	EUR80.8bn	22% recurring operating margin	Shows scale and portfolio resilience in a difficult luxury market.
Kering	2025	EUR14.675bn	11.1% recurring operating margin	Also under pressure, but remained profitable at operating level.
Hermes	2025	EUR16.002bn	41.0% recurring operating margin	Indicates strength of exclusivity, pricing and vertical integration.
Richemont	FY2025	EUR21.399bn	20.9% operating margin	Balanced jewellery exposure supported profitability.



This benchmark has two implications. First, it prevents a simplistic conclusion that Burberry's decline is entirely caused by the macroeconomic environment. The sector faced slower demand, but stronger houses maintained high operating margins. Second, it shows that Burberry's recovery should be judged against peer standards for gross margin, operating leverage and brand desirability. The company cannot rely only on a general market recovery; it must rebuild its differentiated proposition in outerwear, scarves and British luxury while protecting full-price discipline. Brand value and consumer meaning are important because luxury customers are purchasing symbolic value as well as products (Kantar, 2025).
The benchmark also suggests that Burberry's recommendations should not focus only on cost reduction. Hermes demonstrates the financial power of scarcity, craftsmanship and vertical integration, while LVMH demonstrates the resilience of a diversified portfolio and strong maison management. Burberry cannot copy these models directly because it is a smaller company, but it can learn from the importance of product coherence, client experience, selective distribution and high-quality execution. Kering's weaker 2025 results also show that large luxury groups can suffer when flagship brands lose momentum, making brand turnaround execution critical.

1.6 Limitations of ratio analysis and recommendations

Ratio analysis is useful because it organises large financial statements into comparable indicators, but it has important limitations. Ratios are backward-looking and depend on accounting classification, year-end balances, exceptional items and management judgement. They do not directly measure brand desirability, creative quality, customer loyalty, store experience, online engagement or employee capability. They can also be distorted by foreign exchange, lease accounting and changes in business mix. Therefore, the ratios should be treated as diagnostic evidence rather than a complete explanation of performance (IFRS Foundation, 2024a; IFRS Foundation, 2024b; Financial Reporting Council, 2024).
The first recommendation is to focus on margin recovery. Directors should set clear internal targets for full-price sales mix, markdown dependency, inventory ageing and gross margin by product category. Cutting price too aggressively could weaken luxury positioning, so the priority should be improved product acceptance and tighter buy planning rather than indiscriminate discounting. The second recommendation is to protect liquidity by linking capital expenditure to store productivity and payback evidence. New investment should be approved only where management can show likely revenue density, customer acquisition benefits or operational efficiency improvements.
The third recommendation is to reduce gearing gradually as profitability recovers. Burberry should preserve cash, maintain committed financing facilities and use future free cash flow to reduce balance sheet risk before returning to substantial dividends or buybacks. This is consistent with pecking-order reasoning: when external markets are uncertain and internal cash generation is weak, financial flexibility is valuable (Myers and Majluf, 1984; Baker and Wurgler, 2002; Fama and French, 2002). The fourth recommendation is to improve performance reporting. Directors should receive an integrated dashboard that links finance and operations: comparable store sales, traffic, conversion, full-price sales, markdowns, inventory ageing, digital conversion, regional gross margin and cash conversion. These indicators would reveal whether Burberry Forward is improving underlying economics before annual profit ratios fully recover.












Task 2: Beard Plc investment appraisal

2.1 Screening the three alternatives

The Beard Plc decision is best treated as a staged investment screen rather than a mechanical calculation exercise. The three proposals require different capital commitments and expose the business to different types of risk. Retail outlet expansion is closest to the current selling model, internet sales may change the route to market, and purses and wallets extend the product range. For comparability, all three options have been assessed using the same discount rate of 5%, 25% corporation tax and straight-line capital allowances at 20% of the original cost per year.
The appraisal uses after-tax cash flows because the board ultimately needs to know how much cash the projects are expected to return to the business. Capital allowances have been treated as a cash tax benefit, not as a non-cash accounting entry. This is consistent with discounted cash-flow principles, where the relevant evidence is the incremental cash generated by the proposal and the timing of that cash (Brealey, Myers and Allen, 2023; Pike, Neale and Akbar, 2018).

Table 3. Comparative Net Present Value Outcomes
Proposal	Strategic description	NPV outcome	Financial reading
A	Expand the retail outlet to include all products	-GBP3.26k	Close to break-even but below the required return
B	Develop internet sales	GBP73.95k	Value-creating and useful for market reach
C	Produce purses and wallets	GBP91.23k	Highest base-case value creation


2.2 What the numbers imply for management

Option A should not be prioritised. Its negative NPV is small, so the project is not financially catastrophic, but a marginally negative result is weak when the directors have two alternatives that generate positive value. The result suggests that retail expansion may have insufficient incremental cash flow for the amount of capital required. If management still favours this route for brand or customer-service reasons, it should be redesigned and re-costed rather than accepted in its current form.
Option B is financially acceptable because it produces a positive NPV of around GBP73.95k. It could also give Beard Plc a wider geographic market, direct customer data and a platform for future product launches. However, the result should not be read as a guarantee that online sales are low risk. E-commerce may require website development, fulfilment capability, digital marketing spend, returns handling and cybersecurity controls. These costs should be tested carefully before the board commits to a full launch.
Option C is the preferred single project. Its NPV of approximately GBP91.23k is the highest of the three and the approximate IRR of 8.57% is above the 5% cost of capital. The project also appears to fit Beard Plc's existing brand and production knowledge. Purses and wallets are adjacent products, so management may be able to share materials, supplier contacts and design expertise. This strategic fit strengthens the financial recommendation, although it does not remove the need for market testing.

2.3 NPV, IRR and the selection rule

NPV should be the main selection rule because it measures the expected increase in company value in monetary terms. A positive NPV shows that a project is expected to cover the required return and still leave a surplus. This is stronger than a percentage-only measure because directors need to know the scale of value created, not only the rate of return. NPV is also consistent with shareholder wealth maximisation because it discounts future cash flows at the opportunity cost of capital (Atrill, 2019; Arnold and Lewis, 2019).
IRR is still useful, but it should be used with care. Option C's IRR of about 8.57% supports acceptance because it is above the hurdle rate. The weakness is that IRR can encourage managers to prefer a project with a high percentage return even when another project creates more total wealth. It can also create confusion if cash flows change sign more than once. In this case the IRR result is helpful as a confirmation, not as a replacement for the NPV ranking.

2.4 Why simpler methods are still used

Although discounted cash-flow methods are theoretically stronger, managers often continue to use payback and accounting rate of return. This is not necessarily irrational. Payback focuses attention on liquidity and forecast risk by showing how quickly the initial investment is recovered. For a business with limited funds, quick cash recovery can be important because it reduces exposure to uncertain later-year forecasts. ARR is also attractive because it uses accounting profit, which links more easily to budgets and performance targets.
The weakness is that both methods can produce incomplete decisions. Payback usually ignores cash flows after the recovery point, so it may reject projects with strong later benefits. ARR is based on accounting numbers rather than cash and can be affected by depreciation assumptions. Beard Plc can use these measures as communication and risk-control tools, but the investment should not be accepted or rejected mainly on that basis. The base-case NPV ranking gives the sounder decision.

2.5 Capital rationing under the GBP1.5m limit

The capital rationing result changes the practical recommendation. If projects are divisible and only GBP1.5m is available, Beard Plc should not simply take the largest project and leave the remaining funds unused. The company should first invest in the positive-NPV project that provides the highest NPV per pound invested, then apply the remaining capital to the next best positive-NPV project.

Table 4. Capital Rationing
Step	Action	Use of capital	NPV contribution
1	Accept Option C in full	GBP1,000,000	GBP91,226
2	Invest the remaining budget in 55.56% of Option B	GBP500,000	Approximately GBP41,084
3	Exclude Option A	Nil	Nil, because NPV is negative
Total	Recommended constrained package	GBP1,500,000	Approximately GBP132,310


This package is stronger than accepting Option C alone because it uses the remaining GBP500,000 to capture part of Option B's positive value. The recommendation depends on divisibility. If Option B cannot be undertaken in a partial form, the board would need a different comparison, such as Option C alone versus Option B plus Option A. Since Option A is negative, that alternative would be unattractive unless there were major strategic benefits not included in the cash flows.

2.6 Risk, implementation and financing
	
Before approval, the board should test demand, cost and implementation assumptions. Option C depends on customers accepting Beard Plc as a producer of smaller leather goods, not only handbags. The company should therefore review expected price points, channel margins, capacity, quality standards and supplier reliability. Option B requires additional checks around online fulfilment, payment processing, returns rates and digital marketing. Sensitivity analysis should be completed for sales volumes, gross margin, launch delay and higher operating costs.
Financing should be mixed rather than dependent on one source. Retained earnings are flexible and avoid dilution, but using too much cash could leave the company short of working capital for inventory and launch costs. A medium-term bank loan would preserve ownership and match repayment to the life of the project, but interest and capital repayments create fixed obligations. Equity finance would reduce financial risk but may be expensive and dilute existing owners. Leasing could help if new equipment is required, although it does not remove the economic cost of using the asset.
The recommended policy is to fund the programme mainly with retained earnings, supported by a moderate bank facility or asset finance where needed. This gives Beard Plc access to the GBP1.5m programme while preserving enough liquidity for trading risk. The board should approve Option C and the partial Option B investment only after confirming that the projects can be implemented in stages and that the cash-flow forecasts have been stress tested.

.






















Conclusion

Burberry's FY2025 ratios show a business under material pressure. Profitability deteriorated most severely, with gross margin falling from 67.7% to 62.5% and operating margin moving from 14.1% to -0.1%. Liquidity is acceptable on paper, but the increase in cash should be interpreted alongside increased borrowings and high lease commitments. Gearing has become more concerning because equity fell while net debt remained substantial. Efficiency ratios show lower asset productivity, and investor ratios show a sharp loss of earnings and dividend suspension.
The benchmark against LVMH, Kering, Hermes and Richemont suggests that the luxury sector was challenging, but Burberry's deterioration is more severe than the strongest peer outcomes. The directors should therefore focus on factors within management control: restoring full-price demand, improving inventory discipline, linking capital expenditure to productivity, maintaining financial flexibility and reporting operational KPIs that show whether the Burberry Forward strategy is working. The recommendation is not to cut investment indiscriminately, but to target investment where it rebuilds brand desirability and improves cash generation.
For Beard Plc, Option C is the best single investment because it provides the highest NPV of GBP91.23k and an approximate IRR of 8.6%, above the 5% cost of capital. Under capital rationing with divisible projects and GBP1.5m available, the optimal policy is to invest fully in Option C and 55.56% in Option B, producing total NPV of approximately GBP132.31k. The board should use NPV as the main decision rule, but it should also examine market demand, strategic fit, operational capacity and financing capacity. A mixed financing structure, combining internal funds with moderate debt or leasing while preserving liquidity, is the most balanced approach.
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The tables below reproduce the relevant financial statement lines used in the ratio analysis. Figures are in GBP millions unless stated otherwise. Source: Burberry Group plc Annual Report 2024/25.

	Income statement line
	2025
	2024

	Revenue
	2,461
	2,968

	Cost of sales
	(923)
	(959)

	Gross profit
	1,538
	2,009

	Operating expenses
	(1,564)
	(1,604)

	Other operating income
	23
	13

	Net operating expenses
	(1,541)
	(1,591)

	Operating (loss)/profit
	(3)
	418

	Finance income
	25
	31

	Finance expense
	(88)
	(66)

	Net finance expense
	(63)
	(35)

	(Loss)/profit before taxation
	(66)
	383

	Taxation
	(9)
	(112)

	(Loss)/profit for the year
	(75)
	271

	Basic EPS
	(20.9)p
	74.1p

	Interim dividend per share
	-
	18.3p

	Proposed final dividend per share
	-
	42.7p



	Balance sheet line
	2025
	2024

	Non-current assets
	1,775
	1,946

	Inventories
	424
	507

	Trade and other receivables - current
	309
	340

	Derivative financial assets - current
	11
	2

	Income tax receivables
	95
	122

	Cash and cash equivalents
	813
	441

	Assets held for sale
	-
	12

	Current assets
	1,652
	1,424

	Total assets
	3,427
	3,370

	Non-current liabilities
	(1,395)
	(1,359)

	Current liabilities
	(1,111)
	(857)

	Total liabilities
	(2,506)
	(2,216)

	Net assets / Total equity
	921
	1,154
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	Area
	Ratio
	Formula
	2025 working
	2025 result
	2024 working
	2024 result

	Profitability
	Gross profit margin
	Gross profit / Revenue
	1,538 / 2,461
	62.5%
	2,009 / 2,968
	67.7%

	Profitability
	Operating margin
	Operating profit / Revenue
	(3) / 2,461
	-0.1%
	418 / 2,968
	14.1%

	Profitability
	Net profit margin
	Profit after tax / Revenue
	(75) / 2,461
	-3.0%
	271 / 2,968
	9.1%

	Profitability
	ROCE
	Operating profit / (Total assets - Current liabilities)
	(3) / 2,316
	-0.1%
	418 / 2,513
	16.6%

	Liquidity
	Current ratio
	Current assets / Current liabilities
	1,652 / 1,111
	1.49
	1,424 / 857
	1.66

	Liquidity
	Quick ratio
	(Current assets - Inventory) / Current liabilities
	(1,652 - 424) / 1,111
	1.11
	(1,424 - 507) / 857
	1.07

	Gearing
	Net debt to equity
	Net debt / Equity
	1,111 / 921
	120.6%
	1,125 / 1,154
	97.5%

	Efficiency
	Asset turnover
	Revenue / Total assets
	2,461 / 3,427
	0.72x
	2,968 / 3,370
	0.88x

	Efficiency
	Inventory days
	Inventory / Cost of sales x 365
	424 / 923 x 365
	168 days
	507 / 959 x 365
	193 days

	Efficiency
	Receivables days
	Trade and other receivables / Revenue x 365
	309 / 2,461 x 365
	46 days
	340 / 2,968 x 365
	42 days

	Investor
	Basic EPS
	Reported EPS
	Annual report figure
	(20.9)p
	Annual report figure
	74.1p

	Investor
	Dividend per share
	Interim + proposed final dividend
	0p + 0p
	0p
	18.3p + 42.7p
	61.0p



Note: net debt includes borrowings, bank overdrafts and lease liabilities less cash and cash equivalents. ROCE is calculated as operating profit divided by total assets less current liabilities.

[bookmark: _Toc227521290]Appendix C: Beard Plc NPV and IRR calculation tables

All figures are GBP000 unless stated otherwise. Taxable profit = cash flow - capital allowance. Tax = taxable profit x 25%. After-tax cash flow = cash flow - tax. Discount factors use a 5% cost of capital.


A - expand retail outlet
	Item
	Year 1
	Year 2
	Year 3
	Year 4

	Cash flow
	100.0
	180.0
	210.0
	260.0

	Capital allowance
	120.0
	120.0
	120.0
	120.0

	Taxable profit
	-20.0
	60.0
	90.0
	140.0

	Tax at 25%
	-5.0
	15.0
	22.5
	35.0

	After-tax cash flow
	105.0
	165.0
	187.5
	225.0



B - develop internet sales
	Item
	Year 1
	Year 2
	Year 3
	Year 4

	Cash flow
	220.0
	270.0
	350.0
	400.0

	Capital allowance
	180.0
	180.0
	180.0
	180.0

	Taxable profit
	40.0
	90.0
	170.0
	220.0

	Tax at 25%
	10.0
	22.5
	42.5
	55.0

	After-tax cash flow
	210.0
	247.5
	307.5
	345.0



C - produce purses and wallets
	Item
	Year 1
	Year 2
	Year 3
	Year 4

	Cash flow
	250.0
	310.0
	400.0
	430.0

	Capital allowance
	200.0
	200.0
	200.0
	200.0

	Taxable profit
	50.0
	110.0
	200.0
	230.0

	Tax at 25%
	12.5
	27.5
	50.0
	57.5

	After-tax cash flow
	237.5
	282.5
	350.0
	372.5



	Project
	PV of Y1
	PV of Y2
	PV of Y3
	PV of Y4
	Total PV
	Initial cost
	NPV at 5%

	A - expand retail outlet
	100.00
	149.66
	161.97
	185.11
	596.74
	600
	-3.26

	B - develop internet sales
	200.00
	224.49
	265.63
	283.83
	973.95
	900
	73.95

	C - produce purses and wallets
	226.19
	256.24
	302.34
	306.46
	1091.23
	1000
	91.23



	Project C IRR estimate
	NPV GBP000

	5.0%
	91.23

	8.0%
	13.75

	8.6%
	-0.72

	9.0%
	-10.18

	10.0%
	-33.24




Approximate IRR for Option C is 8.6%. The NPV changes from positive to negative between approximately 8% and 9%, so the rounded IRR is around 8.6%.

	Capital rationing step
	Calculation
	NPV GBP000

	Accept Option C in full
	Initial investment GBP1,000k
	91.23

	Remaining funds
	GBP1,500k - GBP1,000k = GBP500k
	-

	Invest in 55.56% of Option B
	GBP500k / GBP900k = 55.56%
	55.56% x 73.95 = 41.08

	Total NPV
	91.23 + 41.08
	132.31
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