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[bookmark: _Toc29303385][bookmark: _Toc29310044]Executive summary
This report has focused on the financial performance of Vodafone limited. In order to determine the actual financial condition of that selected company has evaluated with the help of financial ratios. In other words, different types of financial ratios have computed for analyzing the financial position of Vodafone in comparison to its major competitors. A brief history of Vodafone limited was also an important part of this analysis. On the other hand, some future project has evaluated based on the outcomes of investment appraisals. Efficiency of financial management of that company has also explained here for determining the future financial condition of Vodafone limited in the United Kingdom. Importance of using investment appraisals at the time of taking investment decision was also a significant part of this report. After considering this project, business models and financial status of Vodafone and its future achievements has estimated. Apart from that, this report will help the investors in taking investment decisions on the shares of Vodafone. Some recommendations are also there, which helps the management of Vodafone limited in resolving some determined financial issues.
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[bookmark: _Toc29313531]Introduction
Financial management has considered as one of the crucial factors to enhance the wealth of the investors. This also allows the organisation to achieve the ultimate aim of enhancing profit by fulfilling factors of the business concern. Apart from that, this department also helps a company in taking investment decisions. This current report will evaluate the financial performance of Vodafone to determine their financial position. Different kinds of financial ratio has selected for evaluation. Based on the investment appraisal, profitability of some future projects of that company will compute in this report. In addition to this, the advantages and disadvantages of investment appraisal analysis will be conducted. Hence, this report will provide the overall financial factor of Vodafone, in comparison to its major competitors.
[bookmark: _Toc29313532]Part A: A Brief history of Vodafone
Vodafone limited is telecommunication service provider of United Kingdom. Now this company has considered as a multinational company. It was established on 1st January 1985 and this company can regard as the first telecommunication company of UK. After that, several companies have entered in the telecommunication market of that country (Dženopoljac, Janoševic and Bontis, 2016). Out of these companies, BT group limited and Telephonic has considered as the major competitor company of Vodafone in the UK market. However, based on the financial performance, Vodafone has achieved a better position than its competitors have. According to the annual report of Vodafone, traditional business model has selected by the management of that company. The reason is that both direct service provision and franchise business option is available to this company and both models has classified under traditional model.  On 5th January of 1999, the total number of customers of that company was 5 million (Arkan, 2016). At that time, Vodafone limited was the monopoly business organization of UK telecommunication market. The main reason is that at that time, no other companies are there in that industry (vodafone.co.uk 2019).
Apart from that first 3G-voice call and network, Vodafone limited in the United Kingdom introduced system. In other words, no company will be able to beat this selected organization in terms of technology. In the year 1985, Racal Telecom has decided to merge its business with Vodafone and after that incident Vodafone limited came into existence as Racal Vodafone limited. However, in the year 1991, Racal telecom, again has decided to demerge its business.  After that incident Vodafone has came into existence as Vodafone Group in the UK in the year 2005, Vodafone limited has been awarded as the best ‘National Retailer of the Year’ and again in 2010, this company has been awarded as ‘Best Network’ (Rubin and Patel, 2017). As shown in the annual report of 2019, total number of subscriber of that network was 17.8 million in the UK. Besides that, financial statements of that company were also reflecting a better position in present telecommunication industry of UK (Prentice, 2016). The main reason is that, in 2015, Total available cash balance of Vodafone limited was £9,492,000 and it was £13,605,000 in the financial year 2019. Thus, it has considered as a financial growth of that organization. At the end of 2017, total revenue of that company was 6.925 billion and it became 7.078 billion in the financial year 2018 (vodafone.co.uk 2019). Thus, it also reflects the financial growth of Vodafone limited. In addition to this, that gas also considered as efficiency of financial management.
[bookmark: _Toc29313533]Part B: Analyzing financial performance of Vodafone
Market position of any organization can evaluate through comparing the financial ratios. The main reason of computing financial ratio is that these ratios help in analyzing the financial position of a company (Grant, 2016). As per the financial theories, several types of theories are there, out of them, mainly five types of ratios have calculated in this report. In other words, Profitability ratios, Liquidity ratios, Efficiency ratios, Investment ratios and Gearing ratios, computed in this report, which will help in evaluating the financial performance of Vodafone Company and its competitors (Pratt, 2016). Based on the result of those ratios, financial condition of Vodafone will also be possible to compare with its major competitor BT group limited. Part from that share related information of Vodafone and its competitor companies has also compared through computing PE ratio, Yield ratio and Share prices. Hence, following financial ratios are reflecting financial efficiency of Vodafone Company in the telecommunication market of United Kingdom.

In order to evaluate the profitability of Vodafone, operating profit margin, Gross profit margin, Return on capital employed and Return on equity has computed. Based on the results of those ratios, entire profit structure and give chance for the company to acquire profit and maintain growth (refer appendix 1)
Operating profit margin of Vodafone was not reflecting a better financial condition (Khan and Jain, 2018). The reason is that, in 2015, Operating profit ratio was 4% and it has gradually increased up to the financial year 2019 and it became 12%. However, in respect to BT group, rate of generating operating profit reflects a better financial position. The main reason is that, BT group generates only 6% in 2019. 
According to the outcomes of Gross profit ratio of Vodafone, its ability to generate profit can evaluate. Thus, based on this ratio, a good rate of Gross profit can observe. In the year 2015, this ratio was 26%, which has increased by 3% in the financial year 2019. This also reflects the efficiency of financial management of company. Apart from that, gross profit margin of BT group limited represents a poor financial condition of company, in comparison to Vodafone limited (Bragg, 2018). Due to the gross profit margin BT group limited was 28% in 2019, which is lower by 1%, than Vodafone. Based on the gross profit ratio, this company can regard a best company for financial, investment than its competitors.
Return on capital employed, reflects the ability of a company in generating the profit against its capital employed. That capital employed represents the capital, which was employed by the management of an organization, in respect to conducting its business activities effectively (KHAN and SAFIUDDIN, 2016). Through reducing the total assets, total liabilities, total value of capital employed can evaluate. After implementing that capital, the ability of management in generating profits or net incomes, can analyze through this ratio. According to that ratio, Vodafone plc has achieved a better financial position (Chandra, 2017). The reason is that, the amount of EBIT is higher than the amount of Capital employed. In other words, the management of Vodafone is able to generate profit, which is enough recover it has invested or employed capital. Apart from that, BT get group was not being able to generate the profit in comparison to Vodafone. Thus, as per the outcomes of that ratio, financial condition of Vodafone can regard as better than BT group.
Return on equity also can consider as the ratio, which reflects the ability of management of an organization in generating the income against its value of share capital. In other words, through dividing the amount of Net income by Value of shareholders' equity, Return on equity can compute (Osadchy et al. 20). As per the ratio, financial condition of Vodafone has considered as poor than BT group. The main reason is that, high fluctuation has noticed in the Return on equity ratio during 2015 and 2019. In the financial year 2015, 2017 and 2019 Vodafone has achieved a better position than BT group. In 2016 and 2018, BT group has achieved better position than Vodafone. Hence, it has declared that, the financial management of Vodafone limited was not being able to generate enough for profit against its share capital value (Rahmatillah and Prasetyo, 2016). It reflects the inefficiency of its management.
Liquidity ratio helps the accountants in generating a report, in respect to the liquidity of an organization. In other words, the short-term profitability of a company can evaluate with the help of liquidity ratio. After breaking factors of current assets by present liabilities, ability of company in resolving the short-term liabilities can analyze (Ishibashi et al. 2016). As per the theory of financial accounting, in order to achieve a better financial condition regarding the Liquidity ratio, any organization is required to compute its liquidity ratio as two. Here, in this case, Liquidity ratio of Vodafone was not being able to achieve the specified position. However, this can also regarded as better than its competitors can and better for its future financial condition (refer appendix 2)
Acid test ratio and current ratio has been used for purpose of determining the liquidity of Vodafone and BT group. Current ratio of 2015, can consider as poor financial condition, however, after 2016 that ratio became 1 and more. In the financial year 2019, best current ratio has determined (Jan, 2016). In that year current ratio was 1.61, which is also can take as good financial condition of organization. In that same year, current ratio of BT group was 1.5, which is lower than Vodafone. Hence, according to that ratio, financial condition of Vodafone has taken as better than BT group.
In Acid test ratio, short term asset of a company will be break by present liabilities, after reducing it by Inventory. This, it reflects a different financial position of an organization than Current ratio. This also represents the above; the identity of a company in resolving its short-term liabilities, after reduced it by Inventory. In other words, Inventory has not regarded as liabilities in case of computing Acid test ratio (Monahan, 2018). Based on that ratio, Vodafone has achieved a better financial condition. In order to achieve a good financial condition, regarding Acid test ratio, any company is required to get 2. Here in this case, Vodafone had achieved better condition after 2016 up to 2019. However, BT group only has achieved a good financial condition in 2019. Hence, in respect of this ratio, Vodafone has also considered as a better company than BT group.
Based on the liquidity ratios, it can state that, Vodafone has the ability in resolving its short-term liabilities. Hence, it also reflects the efficiency of financial management Vodafone.
Efficiency ratios are helps in determining the efficiency of financial management in maintaining the business activities. Apart from that, this ratio also helps the investors in taking investment decisions. The main reason is that this ratio reflects the security of its stakeholders, which can attract the investors. As per the financial accounting, there are different kinds of ratios that indicate the efficiency of a company (Nielsen, Roslender and Schaper, 2016). Here, in this case, Assets turnover ratio, Return per employee and Sales per square foot has selected for determining the efficiency ratio (refer appendix 3)
Turnover ratio of assets, reflect capability of an organization to generate the sales against the value of total assets of that company. This ratios, reflects that, in 2015, the amount of sales of that company, can support to recover its overall value of assets by six times. Thus, financial management of that company can consider as highly efficient. Apart from that in the financial year 2016 and 2017, this ratio has increased than its previous year (Kim, Lu and Yu, 2016). On the other hand, in the year 2018 and 2019, again a reduction has observed. In 2019, asset turnover ratio of BT group was 6.25, which was lower than Vodafone. 
Apart from that, return per employee, reflects the ability of financial management of a company in generating the profit against the number of employees of that company. Through dividing the net income by number employees this ratio can compute. Based on this ratio, financial condition of Vodafone can consider as poor. The main reason is that, high fluctuation has observed (Juárez, Pérez and Useche, 2017). In 2016 and 2018, negative resulted has been generated buy that ratio. A-art from that, this ratio of BT group was positive during 2015 and 2019. Thus, based on this ratio, financial condition of BT group has considered as better than Vodafone. This ratio also reflects the efficiency of its employees for generating revenue for the organization.
Sales per sq foot, reflects the ability of generating the sales through utilizing the resources properly. In other words, the ability of company to utilize its available resources, can evaluate through this ratio. Due to space is, one of the most important resources of a company, net sales of a Vodafone against its spaces, also reflects the efficiency of its financial management. Based on the results of this ratio, financial management of that company can be considered as efficient (Usenko et al. 2018). From the financial year 2016, an increment has observed in his ratio. In addition to this, rate of sale per sq. ft. of BT group was 0.56 in 2019, which was lower than Vodafone (0.60). Hence, in respect to that ratio, against Vodafone has achieved better financial position than BT group.
Investment ratio helps the investors in taking investment decisions. The reason is that, those ratios are reflecting exact profitability of stakeholders of a company. After considering that ratio, ability of financial management of an organization in generating distributable net income has determined (Loughran and McDonald, 2016). Earnings per share, Dividend per share and Dividend coverage ratio reflects the entire capital structure of Vodafone (refer appendix 4)
According to the Earning per share, in 2015, financial management of company has achieved better financial position. However, in 2016 and 2018 financial management of Vodafone (Guay, Samuels and Taylor, 2016) has generated a negative figure. Thus, as per this ratio, this company cannot regard as efficient. However, in the financial year 2019, EPS of Bt group was 0.15, which was higher than Vodafone (0.11). Hence, according to the earning per share, Vodafone has not achieved a good position in current telecommunication market of United Kingdom.
Dividend per share also reflect the ability if company in managing its financial factors and capital structure. Through dividing the amount of annual dividend by number of shares, this Dividend per share has computed here. An increment has determined in Vodafone Company, regarding the dividend per share ratio (Dong, Liao and Liang, 2016). Thus, based on the results of this ratio, this organization has achieved a better position in current telecommunication market. Apart from that during the previous 5 years, total DPS ratio of BT group was not being able to cross Vodafone. It reflects strength of this company against its competitors.
Dividend Cover ratio, represents the ability of a company in recovering its dividend amount through generating the sales. Thus, it also reflects the efficiency of financial management of any organization. At the time of calculating the ratio, net income is required to divide by Amount of annual dividend. In the financial year 2016 and 2018, again negative condition has reflected by that company (Liang et al. 2016). However, in 2019, the Dividend coverage ratio of Vodafone was 0.915 and in case of BT group, it was 0.86. Thus, based on the results of that ratio, Vodafone Company also can consider a good company than BT group for investment.
Gearing ratio reflects the capital structure of any organization. According to financial accounting, different types of gearing ratios are there, out of those ratios, Interest gearing ratio and Interest coverage ratio has selected for evaluating the capital structure and strength of capital fund of Vodafone Company. Net gearing ratio represents the amount of total debts of a company against its total equity share capital. Based on the theory of financial accounting, all the business organizations are need to maintain the Debt Equity or net gearing ratio maximum 2. In other words, the total amount of debt of a company must not exceed double the amount of its total value of equity share capital. Otherwise, financial condition of a company will considered as poor (refer appendix 5)
Here in this case, increment can observed regarding that ratio of Vodafone. As a result of this, in 2015, ratio of debt equity was 1.27 and it was 1.8 in the year 2019. Thus, in every year, finance management factors of chosen company were able to maintain the threshold limit of financial accounting. In other words, capital structure of that company also has declared as strong and it represents the efficiency of financial management of that organization. However, debt equity of BT group higher than Vodafone and this indicates the efficiency of Vodafone than its competitors. The reason is that, Debt is the liability of any company and this ratio reflects the level of liability of a company. Thus, liability of BT group was higher than Vodafone, due to its Debt equity ratio was higher than Vodafone (btplc.com 2019). Here, both companies can regard as able to maintain its capital structure.
Interest coverage ratio, reflect the ability of a company in generating the EBIT which able to recover its interest expenses. This also helps in determining the efficiency of financial management of any organization. Through dividing Interest expenses of a company by its EBIT, interest coverage ratio can compute. Based on that ratio, financial management of Vodafone can regard as highly efficient in resolving its interest expenses. The main reason is that, EBIT of that entity was 21% higher than its interest expenses (icaew.com 2019). This has decreased, after 2016 and in the financial year 2019, it became 12%. In Respect to annual report of BT group, that ratio was 9% in 2019, which was lower than Vodafone. Hence, based on that ratio, again Vodafone has regarded as a better company than BT group in respect to maintaining capital structure.
Share based ratios, helps in determining the ability of any organization in generating capital funds for its business activities. This ratio of Vodafone has compared with its competitors. Only financial report of 2019 has considered at the time of ratio computing. Price-Earnings ratio, Dividend Yield ratio and the share price of the company have calculated for evaluating the share structure of this organization (refer appendix 6)
PE ratio reflects a better financial condition of Vodafone than its rival companies do. The main reason is that, in 2019, PE ratio of Vodafone was 10.43 and it was 8.99 in case of BT group. Apart from that in 2019, PE ratio of Telephonic was 14.62. Hence, according to the PE ratio of three companies, Vodafone has achieved better financial condition (telefonic.co.uk 2019).
Dividend yield ratio is the main financial ratio, which helps the investor in taking any type of investment decision. The main reason is that, this ratio reflects the rate of dividend by the company to its investors, against its share prices. In other words, the amount of dividend against share price has compared by its ratio (Erenrich et al. 2018). Based on this ratio, most of the investors are deciding the profitability of a stock before investment. In this case, Dividend yield ratio of Vodafone limited was 5.17 in 2019 and it was 7.85 in case of BT group limited. Thus, based on this ratio, BT group has considered a better company for monetary investment. On the other hand, Dividend yield ratio of Telephonic was 5.07 in 2019, which was lower than both companies were. 
Share price of any organization, reflects the valuation of its entire business. In case of unlevered firms, only share capital reflects the value of firm and in case of levered firm total value of share and debt reflects the value of firm. In order to understand growth of Vodafone and its competitors, share prices has also taken into account (Böhm, Eggert and Thiesbrummel, 2017). Based on the share price, BT Group has achieved a better financial condition than Vodafone limited and Telephonic (btplc.com 2019). The main reason is that, in 2019, share price of Vodafone was £147.94 m and share price of Telephonic was £6.31 m. whereas at the same time the share price of BT Group was £193.7 m, which was higher than both Vodafone and Telephonic.
Recommendation
Based on the financial statement of Vodafone limited, financial management of that company has considered as efficient. However, in respect to return on capital employed, Earnings per share and share based ratios, BT Group can consider as a better company than Vodafone limited. Thus, it has taken as the major challenges to Vodafone limited. In order to overcome those challenges, financial management of that organization is required to increase its net income, through reducing the operating costs and through increasing the revenue. For increasing the revenue scale, this company is required to introduce new plans, to attract new customers and to retain the existing subscribers.
After increasing the net revenue, the net income or net profit of Vodafone will automatically increase in future. As a result of this, the amount of dividend will also increased and this attracts more investors. The main reason is that the increment in Dividend, improves the Dividend yield ratio, attract more investor in the shares of Vodafone limited.
[bookmark: _Toc29313534]Part C: Investment appraisals
According to the theory of financial management, investment appraisal helps in determining the profitability of an investment project. There are two types of investment appraisals, can observe in financial management. One is Traditional approach and another is modern approach. Accounting Rate of Return was under the traditional approach and NPV, IRR, PBP, PBR, MIRR has considered under modern approach (Higham, Fortune and Boothman, 2016). In this report, NPV, IRR, PBP and ARR have computed for analyzing the profitability of two future projects of Vodafone limited. 
[bookmark: _Toc29313535]1. Evaluating the results of investment appraisals
NPV reflects overall value of total cash flow of that project, through considering the time value of money. In others words, reducing the president of entire cash flow by initial investment, this NPV has computed. Based on the results of NPV profitability of any project determined. According to the NPV of Project A and B of Vodafone, second project has considered as more profitable for the company (Alkaraan, 2017). The main reason is that, NPV of Project A is 16.97 and project B is 24.27.  Due to this appraisal, consider the time value of money, the results of this management tool has regarded as reliable. This also helps in evaluating the acceptability of any project (refer appendix 7)
Payback Period had classified under the modern approach of financial management. However, time value of money also not considered at the time of computing PBP. This investment appraisal reflects the volume of period within that investor would be able to maintain its entire initial investment (Baker, 2017). Based on the results of PBP of Project A and B of Vodafone limited, Project B has considered as more profitable than Project A. Due to PBP of project A is 3years 2 months and PBP of project B is 2 years 3 months, second project reflects earlier recovery than first project. Hence, Project B is more acceptable to the financial management of Vodafone limited (refer appendix 9)
IRR is considered as investment appraisal, which has classified under the modern approach. At the time of determining the IRR, it is also required to count as time value of monetary factors. This financial management tools, reflects the rate, through which this company will be able to recover its entire investment amount, within the estimated cash flow period (Dye, 2017). Thus, it has also considered as an effective tool that helps in taking investment decisions. Here in this case, Project B can consider as more profitable than Project A. The main reason is that IRR of Project A is 14% and IRR of project B is 20%. In other words, Project B will provide ability to manage initial investment before project A (refer appendix 10)
ARR is also an investment appraisal, which has classified under Traditional approach. In traditional approach, no investment appraisal is required to count as monetary value of organisation. This is the main difference between traditional and modern approach. This appraisal, provides the Rate in which, selected project will be able to generate profit the investor. Based on the results of ARR of project A and project B of Vodafone limited, Project A has considered more profitable for the company (Gaynor et al. 2016). The main reason is that, this ARR of Project A is 75% and ARR of Project B is 72%.  In other words, rate of profit generated by project A is higher than B and this is the only reason, for which financial management of Vodafone limited is required to accept project A (refer appendix 8)
[bookmark: _Toc29313536]2. Benefits and limitations of investment appraisals
NPV
According to the financial management, monetary value is one of considerable factors, which has required taking into account at the time of taking investment decisions. NPV considers the time value of money, thus, it can determine as an advantages of using this appraisal. The reason is that, actual profit will be possible to be determined through using this tool (Sohangir et al. 2018). However, a special is required for computing this investment appraisal. Thus, special training is required to provide by the company to its employees, which increases the cost of company. Hence, it has considered as the disadvantages of using NPV.
Internal Rate of Return
IRR is an investment appraisal under modern approach and time value of money has not required considering at the time of evaluating this appraisals. No special training is required for determining the IRR and it is very easy to understand. Thus, it has considered the advantages of applying Internal Rate of Return. However, all cash flows used in computing IRR have assumed and the discounting factor has estimated by the financial management (vodafone.co.uk 2019). Thus, the result provided by IRR will be estimated and not actual. This can consider as a disadvantages of IRR.
Payback Period
This investment appraisal provides the period; within which investor of any project will be able to recover its entire invested money. Liquidity of any investment has considered at the time of computing the PBP and this is the main advantages of using this investment appraisal. Apart from that, in case of taking investment decision, a certain period of getting back cost of investment, is possible to determine by PBP (icaew.com 2019). Thus, it has regarded as the advantages of using this tool. However, not all cash flows have considered at the time of taking cash flow and time value of money has not taken into account. Those have considered as disadvantages of using Payback Period.
Accounting Rate of Return
Through using this appraisal, entire profit, which will generated by the project, is possible to analyze. Both internal and external factors of investment have considered in computing ARR and this is the main advantage of using ARR (Dye, 2017). Apart from that, Time value of money is not taking into account and this is the main disadvantages of using this investment appraisals.
[bookmark: _Toc29313537]Conclusion
After considering the entire report, overall financial condition of Vodafone limited has evaluated. Based on the available information, Vodafone limited has entered into the UK telecommunication market in 1985, along with the company named Racal Telecom. After in the year 1991, Racal has emerged from that amalgamated company and Vodafone limited came into existence individually. As per the financial reports of past years, this company has achieved the best position in Telecommunication industry of UK.
According to the financial statement, Sales, Net profit and Closing balance of Vodafone has increased in 2019 in comparison to its previous years. Apart from that, results of financial ratios 
in respect to share based ratios and dividend per share ratio, BT group has achieved better financial position than Vodafone. Thus, financial management of Vodafone has recommended taking reasonable steps in increasing sales and reducing costs. In addition to this, based on the results of NPV, IRR and PBP Project B are more profitable for the company. Only ARR reflect a good financial outcome of Project A. Hence, financial management of Vodafone is required to accept the Project B for strengthen its future financial condition.
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	Profitability ratio

	

	Year 
	Operating profit margin of Vodafone
	BT Group

	2015
	Operating Profit
	1967
	0.046582
	0.035

	
	Net Sales
	42227
	
	

	2016
	Operating Profit
	1377
	0.033607
	0.029

	
	Net Sales
	40973
	
	

	2017
	Operating Profit
	3725
	0.078205
	0.0825

	
	Net Sales
	47631
	
	

	2018
	Operating Profit
	4299
	0.092311
	0.0865

	
	Net Sales
	46571
	
	

	2019
	Operating Profit
	5860
	0.120775
	0.0656

	
	Net Sales
	48520
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Year 
	Gross profit margin  of Vodafone
	BT Group

	2015
	Gross Profit
	11345
	0.268667
	0.2122

	
	Net Sales
	42227
	
	

	2016
	Gross Profit
	10538
	0.257194
	0.2366

	
	Net Sales
	40973
	
	

	2017
	Gross Profit
	13055
	0.274086
	0.2561

	
	Net Sales
	47631
	
	

	2018
	Gross Profit
	13800
	0.296322
	0.2852

	
	Net Sales
	46571
	
	

	2019
	Gross Profit
	14200
	0.292663
	0.2892

	
	Net Sales
	48520
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	





	
	
	

	Year 
	Return on Capital Employed  of Vodafone
	BT Group

	2015
	EBIT
	11915
	3.631515
	3.26

	
	Capital employed
	3281
	
	

	2016
	EBIT
	11612
	4.133855
	3.26

	
	Capital employed
	2809
	
	

	2017
	EBIT
	14149
	4.012762
	3.56

	
	Capital employed
	3526
	
	

	2018
	EBIT
	14437
	5.238389
	4.12

	
	Capital employed
	2756
	
	

	2019
	EBIT
	15420
	5.253833
	5

	
	Capital employed
	2935
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Year 
	Return on Equity  of Vodafone
	BT Group

	2015
	Net income
	5917
	0.081546
	0.0566

	
	shareholders equity
	72560
	
	

	2016
	Net income
	-3181
	-0.03808
	0.02

	
	shareholders equity
	83544
	
	

	2017
	Net income
	2439
	0.033781
	0.042

	
	shareholders equity
	72200
	
	

	2018
	Net income
	-8020
	-0.11857
	0.056

	
	shareholders equity
	67640
	
	

	2019
	Net income
	3560
	0.057218
	0.045

	
	shareholders equity
	62218
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	Liquidity Ratio

	

	Year 
	Current Ratio  of Vodafone
	BT Group

	2015
	Current Asset
	1405
	0.56699
	0.495

	
	Current Liabilities
	2478
	
	

	2016
	Current Asset
	1304
	1.090301
	0.586

	
	Current Liabilities
	1196
	
	

	2017
	Current Asset
	1520
	1.527638
	1.236

	
	Current Liabilities
	995
	
	

	2018
	Current Asset
	1650
	1.609756
	1.426

	
	Current Liabilities
	1025
	
	

	2019
	Current Asset
	1860
	1.614583
	1.526

	
	Current Liabilities
	1152
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Year 
	Quick ratio  of Vodafone
	BT Group

	2015
	Current Asset
	1405
	1.03461
	0.999

	
	Current inabilities - inventory
	1358
	
	

	2016
	Current Asset
	1304
	2.397059
	1.021

	
	Current liabilities - inventory
	544
	
	

	2017
	Current Asset
	1520
	1.811681
	1.256

	
	Current liabilities - inventory
	839
	
	

	2018
	Current Asset
	1650
	2.0625
	1.865

	
	Current liabilities - inventory
	800
	
	

	2019
	Current Asset
	1860
	2.363405
	2.1

	
	Current liabilities - inventory
	787
	
	






[bookmark: _Toc29313542]Appendix 3: Efficiency ratios
	Efficiency ratio

	

	Year 
	Asset turnover ratio  of Vodafone
	BT Group

	2015
	Net Sales
	42227
	6.757401
	5.265

	
	Average total assets
	6249
	
	

	2016
	Net Sales
	40973
	7.328385
	4.95

	
	Average total assets
	5591
	
	

	2017
	Net Sales
	47631
	7.189585
	5.26

	
	Average total assets
	6625
	
	

	2018
	Net Sales
	46571
	6.82359
	4.986

	
	Average total assets
	6825
	
	

	2019
	Net Sales
	48520
	6.996395
	6.25

	
	Average total assets
	6935
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Year 
	Return per Employee  of Vodafone
	BT Group

	2015
	Net income
	5917
	0.066844
	0.08

	
	Number of employees
	88520
	
	

	2016
	Net income
	-3181
	-0.03296
	0.025

	
	Number of employees
	96520
	
	

	2017
	Net income
	2439
	0.024498
	0.019

	
	Number of employees
	99560
	
	

	2018
	Net income
	-8020
	-0.07449
	0.026

	
	Number of employees
	107667
	
	

	2019
	Net income
	3560
	0.033065
	0.036

	
	Number of employees
	107667
	
	

	
	
	
	
	
	
	
	
	














	
	
	
	
	
	
	
	
	

	Year 
	Sales Per Sq. Ft.  of Vodafone
	BT Group

	2015
	Net Sales
	42227
	0.527838
	0.335

	
	Total area of Organization (in Sq. Ft.)
	80000
	
	

	2016
	Net Sales
	40973
	0.512163
	0.389

	
	Total area of Organization (in Sq. Ft.)
	80000
	
	

	2017
	Net Sales
	47631
	0.595388
	0.426

	
	Total area of Organization (in Sq. Ft.)
	80000
	
	

	2018
	Net Sales
	46571
	0.582138
	0.512

	
	Total area of Organization (in Sq. Ft.)
	80000
	
	

	2019
	Net Sales
	48520
	0.6065
	0.563

	
	Total area of Organization (in Sq. Ft.)
	80000
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	Investment ratio

	

	Year 
	Earning per share  of Vodafone
	BT Group

	2015
	Net income
	5917
	0.222201
	0.156

	
	Number of shares
	26629
	
	

	2016
	Net income
	-3181
	-0.11917
	0.12

	
	Number of shares
	26692
	
	

	2017
	Net income
	2439
	0.085399
	0.15

	
	Number of shares
	28560
	
	

	2018
	Net income
	-8020
	-0.27049
	0.168

	
	Number of shares
	29650
	
	

	2019
	Net income
	3560
	0.117686
	0.153

	
	Number of shares
	30250
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Year 
	Dividend per share  of Vodafone
	BT Group

	2015
	Annual Dividend
	2290
	0.085996
	0.058

	
	Number of share
	26629
	
	

	2016
	Annual Dividend
	1960
	0.07343
	0.06

	
	Number of share
	26692
	
	

	2017
	Annual Dividend
	3520
	0.123249
	0.089

	
	Number of share
	28560
	
	

	2018
	Annual Dividend
	3560
	0.120067
	0.1

	
	Number of share
	29650
	
	

	2019
	Annual Dividend
	3890
	0.128595
	0.996

	
	Number of share
	30250
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Year 
	Dividend Cover  of Vodafone
	BT Group

	2015
	Net income
	5917
	2.583843
	1.865

	
	Amount of Dividend
	2290
	
	

	2016
	Net income
	-3181
	-1.62296
	0.22

	
	Amount of Dividend
	1960
	
	

	2017
	Net income
	2439
	0.692898
	0.564

	
	Amount of Dividend
	3520
	
	

	2018
	Net income
	-8020
	-2.25281
	1.25

	
	Amount of Dividend
	3560
	
	

	2019
	Net income
	3560
	0.915167
	0.865

	
	Amount of Dividend
	3890
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	Gearing ratio

	

	Year 
	Net gearing ratio  of Vodafone
	BT Group

	2015
	Total Debt
	92560
	1.275634
	1.12

	
	Total Equity
	72560
	
	

	2016
	Total Debt
	125600
	1.503399
	2.2

	
	Total Equity
	83544
	
	

	2017
	Total Debt
	96320
	1.334072
	2.35

	
	Total Equity
	72200
	
	

	2018
	Total Debt
	102500
	1.515376
	2.12

	
	Total Equity
	67640
	
	

	2019
	Total Debt
	114250
	1.836285
	1.9

	
	Total Equity
	62218
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Year 
	Interest coverage ratio  of Vodafone
	BT Group

	2015
	Interest expenses
	2590
	0.217373
	0.15

	
	EBIT
	11915
	
	

	2016
	Interest expenses
	2410
	0.207544
	0.158

	
	EBIT
	11612
	
	

	2017
	Interest expenses
	2350
	0.166089
	0.1569

	
	EBIT
	14149
	
	

	2018
	Interest expenses
	2256
	0.156265
	0.1835

	
	EBIT
	14437
	
	

	2019
	Interest expenses
	1950
	0.126459
	0.095

	
	EBIT
	15420
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	Ratios based on shares

	

	Ratios
	Vodafone
	BT Group
	Telefonica

	
	
	
	

	P/E
	10.43
	8.99
	14.62

	Dividend Yield
	5.17
	7.85
	5.07

	Price
	147.94
	193.7
	6.31
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Appendix 7: Net Present Value
	NPV of Project A

	Year 
	Cash flows
	Cost of capital
	Present value of cash flow

	0
	-103
	1
	-103

	1
	10
	0.919709372
	9.197093718

	2
	30
	0.845865329
	25.37595986

	3
	50
	0.77795027
	38.8975135

	4
	65
	0.715488154
	46.50673002

	NPV
	16.9772971

	
	
	
	

	
	
	
	

	NPV of Project B

	Year 
	Cash flows
	Cost of capital
	Present value of cash flow

	0
	-115
	1
	-115

	1
	60
	0.919709372
	55.18256231

	2
	40
	0.845865329
	33.83461315

	3
	60
	0.77795027
	46.6770162

	4
	5
	0.715488154
	3.577440771

	NPV
	24.27163243
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	ARR of Project A

	Initial investment
	103
	
	
	
	 

	Year 
	Cash flows
	
	Average Cashflow
	38.75

	1
	10
	
	Average Investment
	51.5

	2
	30
	
	
	
	 

	3
	50
	
	Accounting Rate of Return (ARR)
	75%

	4
	65
	 
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	ARR of Project B

	Initial investment
	115
	
	 
	 
	 

	Year 
	Cash flows
	
	Average Cashflow
	41.25

	1
	60
	
	Average Investment
	57.5

	2
	40
	
	 
	 
	 

	3
	60
	
	Accounting Rate of Return (ARR)
	72%

	4
	5
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	PBP of Project A

	Year 
	Cash flows
	Cumulative Cash flow

	0
	-103
	-103

	1
	10
	-93

	2
	30
	-63

	3
	50
	-13

	4
	65
	52

	Extra period in %
	20%

	Extra period in month
	2.4

	Payback Period 
	3 years 2 months

	
	
	

	
	
	

	PBP of Project B

	Year 
	Cash flows
	Cumulative Cash flow

	0
	-115
	-115

	1
	60
	-55

	2
	40
	-15

	3
	60
	45

	4
	5
	50

	Extra period in %
	25%

	Extra period in month
	3

	Payback Period 
	2 years 3 months
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	IRR of Project A

	Year 
	Cash flows

	0
	-103

	1
	10

	2
	30

	3
	50

	4
	65

	Internal Rate of Return
	14%

	
	

	
	

	
	

	
	

	IRR of Project B

	Year 
	Cash flows

	0
	-115

	1
	60

	2
	40

	3
	60

	4
	5

	Internal Rate of Return
	20%
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