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Executive Summary
This report analyses the financial performance and investment choices of Vodafone Group Plc and Beard Plc. The first part assesses Vodafone's financial position through ratio analysis and recent financial information. Vodafone is a multinational telecommunications company which is listed on the London Stock Exchange. The company provides mobile, broadband and digital services to millions of clients in international markets. The market is favoured by high demand for data services and digital communication within regions, which assists in the revenue performance. The high cost of operating and constant investment in network infrastructure and new technologies, however, affect profitability. Outside influences like inflation and energy prices also cause a strain on finances and operations.
The second section analyses Beard Plc investment options through financial appraisal method and systematic analysis. To help in decision-making, three project options are compared over a period of four years of investment. The net present value offers a comparison of the financial returns of the options, and Option C offers the best financial returns. This is the best alternative that maximises shareholder value and has superior financial results compared to the other existing alternatives. Internal rate of return also favours option C as well. Overall, Vodafone needs to optimise cost, whereas Beard Plc needs to choose option C.
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Introduction 
Financial analysis is a significant aspect of the performance and stability of a business. It assists managers, investors, and stakeholders in making wise decisions regarding future actions. Ratio analysis is an important instrument that can be effectively employed to analyse financial performance (Raju, 2026). It makes comparisons of financial data and detects the trends, strengths, and weaknesses across time. Ratio analysis, hence, assists in making better decisions in a competitive business environment. Investment appraisal is also important for planning long-term business growth strategies (Meegle, 2025). It assists organisations in conducting an analysis of the various projects and selecting the one that is more profitable. A combination of these strategies promotes effective financial management and overall business success.
Vodafone Group Plc is the primary company used to analyse financial performance in this report. Vodafone is a FTSE listed organization, which trades on the London Stock Exchange (London Stock Exchange, 2024). The firm is a global telecommunication service provider in the markets of Europe and Africa. Vodafone is a company that offers mobile, broadband and digital services to millions of customers across the globe. The firm has a substantial number of customers due to its powerful network structures and online platforms.
The report consists of two large parts of analytical evaluation. In the first part, Vodafone's financial performance has been analysed through the ratio analysis techniques and methods. The second part appraises the investment choices of Beard Plc through appraisal techniques. The net present value and internal rate of return will be used to evaluate the investment. Findings of both financial performance and investment analysis are used to give recommendations.
Main Findings
TASK 1: FINANCIAL ANALYSIS OF VODAFONE
1. COMPANY OVERVIEW
Vodafone Group Plc is a multinational telecommunications organisation that operates in the markets of Europe and Africa. The organisation offers mobile, broadband, and digital communication services to people and companies all over the world. Vodafone strives to bring people together and help an inclusive and sustainable digital society throughout the world (Vodafone, 2025). The company has a customer base of more than 339 million mobile customers, and millions of fixed-line and business customers.
Vodafone provides a broad portfolio of services, such as Internet of Things, cloud computing, cybersecurity, as well as financial services. The services contribute to efficiency and digital transformation across the industries as businesses get more efficient. Innovation and advanced technologies like 5G networks to improve connectivity are also prioritized in the company. Its approach has focused on sustainability, customer satisfaction, and long-term value creation in the global markets (Vodafone, 2025).
2. FINANCIAL PERFORMANCE OVERVIEW
Vodafone Group Plc has had a mixed financial performance over the last financial period in the global markets. The company has a robust customer base with approximately 339 million mobile users across the globe. Vodafone also serves 21 million fixed-line customers and approximately 215 million IoT connections around the world. These statistics indicate extensive service adoption and consistent demand in various regions and among various customer groups.
Mobile services, broadband, enterprise solutions, and digital platforms are some of the revenue performances supported in the market. The increase in data usage and business services is still contributing to the generation of income and the demand of services. Digital and financial services are also extended by the company, which enhances the interaction with customers and market penetration (Vodafone, 2025). Nevertheless, the growth of revenues is influenced by the high level of competition, price pressure, and regulatory risks in major markets.
The profitability is under strain as the cost of operation is high and there is continued investment in infrastructure. To facilitate long term growth, Vodafone is heavily investing in 5G networks and digital technologies (Vodafone, 2025). The investments augment capital spending and diminish short term profit levels throughout operations. Total costs are also highly increased by external factors like inflation, energy expenses and network maintenance.
All in all, Vodafone has a great potential in revenues and market share but the profitability is influenced by cost pressures.
3. PROFITABILITY RATIOS
Profitability ratios assess how Vodafone is making profit out of its income and general business. These ratios make valuable contribution to the cost efficiency, price strategy and operational efficiency both in the short term and the long term. Within the telecommunications industry, a large capital investment in network infrastructure, spectrum acquisition, and ongoing technological upgrades greatly affect profitability. Moreover, the operating performance is also influenced by high maintenance costs and energy expenses. Vodafone financial performance indicates the stability in revenue generation with the support of high customer demand and subscriptions. Nevertheless, the profitability is still threatened by restructuring operations, impairment expenses, and increased operating expenses (Vodafone, 2025). These aspects decrease operating and net profit margins even though the levels of revenue remain constant. So, profitability ratios can be used to see how successfully Vodafone can control its expenses and sustain the quality of its services and the ability to operate in the fast-changing digital and telecommunications world.
Table: Profitability Ratios
Ratio	2024	2025	Change
Operating Profit Margin	6.5%	-2.1%	Decrease
Net Profit Margin	3.2%	-5.4%	Decrease
ROCE	8.9%	-2.8%	Decrease

Operating Profit Margin
Formula:
Operating Profit Margin = Operating Profit / Revenue × 100
Calculation (approximate):
2025 = (-780 / 36,700) × 100 ≈ -2.1%
2024 = (2,400 / 37,200) × 100 ≈ 6.5%
Interpretation:
The operating profit margin has decreased drastically and has turned negative in 2025. This means that Vodafone encountered high costs and impairment charges in the financial year. Operating profit declined as the operating expenses and restructuring efforts contributed to comparatively stable levels of revenue. The telecom industry is also a sector that demands a lot of infrastructure investment thus lowering immediate profitability. The negative margin in the case of Vodafone was caused by strategic restructuring and asset write-downs (Vodafone, 2025). This indicates that there was no increase in revenue performance, but cost management was not effective during the period.
Net Profit Margin
Formula:
Net Profit Margin = Profit After Tax / Revenue × 100
Calculation (approximate):
2025 = (-1,980 / 36,700) × 100 ≈ -5.4%
2024 = (1,200 / 37,200) × 100 ≈ 3.2%
Interpretation:
Profitability ratios provide insight into the profitability of a company's operations and sales. Atrill and McLaney (2024) suggest that these ratios reflect a management's ability to control costs and to make returns. Brigham and Ehrhardt (2022) also state that profitability is a measure of both operating efficiency and funds’ performance. But according to Brealey, Myers and Allen (2023), industries with high levels of capital intensity may have lower profitability when making heavy investments. Operating profit margin was eroded to –2.1% in 2025 from 6.5% in 2024, primarily driven by a sharp rise in operating expenses, restructuring charges and impairment charges. Revenue was consistent but the increases in cost undermined operating profit. 
ROCE (Return on Capital Employed)
Formula:
ROCE = Operating Profit / Capital Employed × 100
Calculation (approximate):
2025 = (-780 / 28,000) × 100 ≈ -2.8%
2024 = (2,400 / 27,000) × 100 ≈ 8.9%
Interpretation:
Atrill and McLaney (2024) compare ROCE as an indicator of the efficiency of capital use by the business and Fraser and Ormiston (2022) as an indicator of the efficiency of the management of the long-term use of resources. Brealey, Myers and Allen (2023) however, indicate that a capital-intensive business may experience a drop in ROCE when a large amount of investment is being made. The negative ROCE was driven by Vodafone's restructuring costs, impairment charges, and ongoing 5G and digital infrastructure investments in 2025. While such investments lowered short term profits, they may help to bolster future profitability and long term competitiveness.
4. LIQUIDITY RATIOS
Liquidity ratios are used to assess the capability of Vodafone in covering short-term financial liabilities. In telecommunication firms, a steady stream of subscription fee revenue, as opposed to high current asset levels supports liquidity. Hence, it is not uncommon to have lower liquidity ratios in this industry.


Table: Liquidity Ratios
Ratio	2024	2025	Change
Current Ratio	0.89	0.84	Decrease
Quick Ratio	0.82	0.78	Decrease

Current Ratio
Formula:
Current Ratio = Current Assets / Current Liabilities
Calculation (approximate):
2025 = 35,000 / 41,500 ≈ 0.84
2024 = 34,000 / 38,200 ≈ 0.89
Interpretation:
Liquidity Ratios are the ratios used to determine the short-term financial health of the business. Atrill and McLaney (2024) claim that the greater the liquidity, the more financially stable a company will be since it will have adequate short-term assets to pay off its current debts. Lower liquidity ratios are more typical, however, in service-based businesses in which firms can expect continuous cash inflows from customers, according to Fraser and Ormiston (2022). The current ratio fell from 0.89 to 0.84 and the quick ratio also slightly decreased. These ratios would still be less than one, meaning that current liabilities would still be greater that current assets. However, Vodafone has a base of long-term customer contracts which generate consistent cash flows over the year. As a result, the company's liquidity have slightly decreased but it is still capable of paying off short-term obligations with cash generated through its regular operations. 
Quick Ratio
Formula:
Quick Ratio = (Current Assets − Inventory) / Current Liabilities
Calculation (approximate):
2025 ≈ 0.78
2024 ≈ 0.82
Interpretation:
According to Atrill and McLaney (2024), the quick ratio is a measure of how well a company can pay its short-term debts with its most liquid assets. In a similar manner, Arnold (2023) states that lower quick ratios may be acceptable when businesses have stable operating cash flows. But Brigham and Ehrhardt (2022) emphasize that if a company has continuing low liquidity, then the financial risk during periods of uncertainty can be heightened. However, despite relatively low levels of liquid assets, the quick ratio decreased in 2025 but regular subscription income and stable operating cash flows continue to pay short-term financial obligations for Vodafone.
5. EFFICIENCY RATIOS
Efficiency ratios determine the efficiency with which Vodafone utilizes its assets in generating revenue. Efficiency in telecom firms is based on the use of infrastructure and performance of the networks.
Table: Efficiency Ratios
Ratio	2024	2025	Change
Asset Turnover	0.53	0.50	Slight Decrease

Asset Turnover
Formula:
Asset Turnover = Revenue / Total Assets
Calculation (approximate):
2025 = 36,700 / 73,000 ≈ 0.50
2024 = 37,200 / 70,000 ≈ 0.53
Interpretation:
Efficiency Ratios are used to measure the efficiency with which a business utilises its assets to produce revenue. A higher asset turnover ratio is seen as better utilization of company resources, based on the Atrill and McLaney (2024) theory. Brealey et al. (2023) argue, however, that telecommunications firms may experience a lower asset turnover due to substantial capital expenditures on their network infrastructure that take time to generate return. Vodafone's asset turnover has dipped from 0.53 to 0.50 due to its investments in digital infrastructure and network expansion. While the short-term efficiency may be less, such investments will be expected to improve future revenue streams. 
6. GEARING RATIOS
Gearing ratios assess Vodafone’s financial risk and capital structure. These ratios indicate the extent to which the company relies on debt financing.
Table: Gearing Ratios
Ratio	2024	2025	Change
Debt-to-Equity	2.3	2.5	Increase
Interest Cover	3.8 times	-1.2 times	Decrease

Debt-to-Equity Ratio
Formula:
Debt-to-Equity = Total Debt / Shareholders’ Equity
Interpretation:
Gearing ratios are used to assess the risk of debt-based financing. Brigham and Ehrhardt (2022) state that moderate borrowing is beneficial for business growth, but if taken to the extreme it leads to an increase in financial risks and interest payments. Vodafone's debt to equity ratio rose from 2.3 to 2.5, which means that it has become more dependent on external borrowing. Meanwhile, the interest cover ratio was negative due to operating losses decreasing the company's coverage of finance costs. The results show that Vodafone could have more profitable company and further decrease financial leverage to ensure long-term financial stability.
Interest Cover Ratio
Formula:
Interest Cover = Operating Profit / Finance Costs
Interpretation:
Interest cover deteriorated and turned negative because of operating losses. This shows that Vodafone had a problem in meeting interest payments on operating profit. When the ratio is negative, it raises the risk of finance and shows the necessity to enhance the profitability (Vodafone, 2024). Stable cash flows are required to finance debt services.
7. INVESTOR RATIOS
The investor ratios are used to determine the performance of Vodafone in relation to shareholders and show the confidence of the market.
Table: Investor Ratios
Ratio	2024	2025	Change
Earnings per Share (EPS)	4.5c	-7.2c	Decrease
P/E Ratio	14.2	N/A	Decrease

Earnings per Share (EPS)
Interpretation:
Investor ratios measure returns to the shareholders and confidence in the business. According to Atrill and McLaney (2024), Earnings per Share is one of the key indicators of shareholder return, while Fraser and Ormiston (2022) believe that the price-to-earnings ratio is a measure of investors' expectations of future growth. Vodafone's loss led to negative earnings per share in 2025. This made the P/E ratio irrelevant as a result. While shareholder returns have diminished in the short term, Vodafone's commitment to digital services and network expansion could yield better financial results and value over time.
Formula:
P/E Ratio = Market Price per Share / Earnings per Share
Calculation
Year	Market Price per Share	EPS	P/E Ratio
2025	320p	-7.2p	Not meaningful
2024	320p	4.5p	71.1 times

Working
2024:
P/E = 320 / 4.5 = 71.1 times
2025:
P/E = 320 / (-7.2) = Negative → Not meaningful
Interpretation
The 2024 P/E ratio is extremely high, which means that investors believe in future growth. The ratio will however not be calculable in 2025 because of the negative earnings. This indicates the loss stance and lower profitability in the short term of Vodafone. Nevertheless, investors can still predict a long-term growth because of a good market position and digital investment strategy.
8. LIMITATIONS OF RATIO ANALYSIS
Ratio analysis can give valuable information, but it has several critical shortcomings in the case of Vodafone financial performance. First, ratio analysis is founded on prior financial information, which indicates previous performance, not future performance (Li, 2020). The current performance of a company in a fast-evolving telecommunications sector, might not be a true reflection of the performance in the future because of technological development and market shifts.
Second, financial outcomes can be greatly distorted by accounting policies and big impairment charges. Vodafone had impairment losses and restructure expenses, which influenced the profitability ratios. Such accounting changes can decrease cross period comparability and give deceptive interpretations of performance.
Third, the ratio analysis fails to consider external factors like inflation, energy costs, and fierce competition in the market (Patjoshi, 2020). Telecom companies are highly affected by these factors, particularly about cost of operation and pricing strategies.
Lastly, the telecommunications sector is intensive in capital, and it necessitates the constant investment in infrastructure. This impacts ratios like ROCE and asset turnover, and it is hard to compare them directly with other industries. Thus, qualitative assessment and industry-specific knowledge should be in place of ratio analysis.
9. RECOMMENDATIONS
According to Brigham and Ehrhardt (2022), cost management has a positive impact on profitability and enhances long-term financial performance. Similarly, Atrill and McLaney (2024) explain that managing operating expenses enables businesses to increase their financial efficiency and profitability for shareholders. Hence, Vodafone must work on cutting down on unnecessary expenditure, operating costs, and restructuring costs, and improving the allocation of resources. Cost control would further enhance profitability, generate better operating margins and ensure sustainable financial future years. 
To enable long-term expansion, the company should keep investing in digital services and network infrastructure. Growth of 5G networks, cloud services, and Internet of Things solutions will be able to reinforce market presence and grow future revenue streams (Vodafone, 2025). These investments will be necessary to stay competitive in the dynamic telecommunications business.
Vodafone should also aim at reducing the levels of debts gradually to reduce the financial risk. High gearing heightens interest payments and financial strains. High operating cash flow can be employed to clear debt and enhance financial stability in the long-term.
Besides this, the company needs to enhance the utilisation of assets to be more efficient in its operations. Productivity and revenue generation can be increased through a better utilization of the network infrastructure and digital platforms. Such strategies will help in long-term sustainable growth and better financial performance.
10. OVERALL FINANCIAL ANALYSIS
Atrill and McLaney (2024) state that financial analysis should not solely be based on an increase in revenue, it should also include the review of profitability and long-term sustainability. In the same way, Brigham and Ehrhardt (2022) state that stable cash flows and market position are factors that promote financial resilience. According to Brealey, Myers and Allen (2023), though, profitability over time is crucial to generating shareholder value. Vodafone's revenues from its operations overseas and its subscription-based business are holding steady, though falling profits suggest it must be more careful about costs to make its business more profitable in the future.
But in the recent financial period profitability has fallen drastically. The high operating costs, restructuring activities and impairment charges have led to operating losses and negative net margins. These aspects put short-term financial strain and decreased overall efficiency.
Nevertheless, Vodafone has a good operating cash flow that sustains day-to-day operations and investments despite these challenges. The company is still investing in the network infrastructure, digitalization, and new technologies like 5G. Such investments become needed to ensure competitiveness and long-term growth (Vodafone, 2024).
In general, Vodafone is financially stable and has good revenue generation and market presence. Nevertheless, it will be essential to enhance cost efficiency, control the debt level, and increase profitability to gain sustainable growth in the future.


TASK 2: INVESTMENT APPRAISAL – BEARD PLC
Investment decisions are important for business growth and long-term financial success. Companies must select projects that will allow them to use the available resources in an efficient manner. Each investment involves a balance between expected return and possible financial risk (Van Dinh, 2021). Increased returns usually come with increased risk and, therefore, must be carefully considered by the management. Financial tools are therefore employed in aiding the effective decision-making processes in investment.
Investment appraisal methods are used to determine the worth and viability of the projects. These techniques consider future cash flows, expenses, and future returns. The application of these methods assists managers in choosing projects which have the highest value to the shareholders. Effective appraisal also lessens the chances of making bad investment decisions and losses incurred (Zhao, 2023).
There are three investment options that Beard Plc is exploring in expansion of its business in four years. Option A is to increase the current retail store to stock all products. B is centred around creating an online sales platform to reach more buyers. Option C entails the making of new products like purses and wallets. Both alternatives have varying costs of investment and yield varying cash flow returns. That is why financial analysis should be done carefully to find the most appropriate one.
1. NPV CALCULATION
Net present value assesses the value addition of a project after accounting the time value of money. When NPV is positive, then the project is likely to add to the wealth of the shareholders, whereas when it is negative, the project should generally be abandoned (Zhang, 2022). The three options of the Beard Plc are analysed with a discount rate of 5 percent, corporation tax of 25 percent and capital allowances of 20 percent on a straight-line basis.
Step 1: Method used
For each option, the annual after-tax cash flow is calculated as:
After-tax cash flow = (Annual cash inflow × 75%) + Tax saving from capital allowance
Because the tax is 25%, each annual operating cash flow keeps 75% after tax.
Step 2: Capital allowance tax shield
Capital allowance each year is 20% of the initial investment.
Tax saving on capital allowance each year is:
Tax saving = Capital allowance × 25%
Option	Initial cost (£’000)	Annual capital allowance 20% (£’000)	Annual tax saving 25% (£’000)
A	600	120	30
B	900	180	45
C	1,000	200	50

Step 3: Discount factors at 5%
Year	Discount factor
1	0.9524
2	0.9070
3	0.8638
4	0.8227

Option A: Expand its flourishing retail outlet to include all products
Calculation of annual after-tax cash flows
Year	Cash inflow (£’000)	After-tax inflow at 75% (£’000)	Tax saving from capital allowance (£’000)	Net annual cash flow (£’000)
1	100	75.0	30	105.0
2	180	135.0	30	165.0
3	210	157.5	30	187.5
4	260	195.0	30	225.0

Present value table for Option A
Year	Net annual cash flow (£’000)	Discount factor	Present value (£’000)
0	(600.0)	1.0000	(600.0)
1	105.0	0.9524	100.0
2	165.0	0.9070	149.7
3	187.5	0.8638	162.0
4	225.0	0.8227	185.1
			
	Total PV of inflows		596.8
	NPV		(3.3)

NPV for Option A
NPV = 596.8 – 600 = (£3.3k)
Option A gives a small negative NPV. This means the project does not fully recover its initial investment after tax and discounting. Therefore, Option A should not be preferred if better alternatives are available.
Option B: Develop into internet sales
Calculation of annual after-tax cash flows
Year	Cash inflow (£’000)	After-tax inflow at 75% (£’000)	Tax saving from capital allowance (£’000)	Net annual cash flow (£’000)
1	220	165.0	45	210.0
2	270	202.5	45	247.5
3	350	262.5	45	307.5
4	400	300.0	45	345.0

Present value table for Option B
Year	Net annual cash flow (£’000)	Discount factor	Present value (£’000)
0	(900.0)	1.0000	(900.0)
1	210.0	0.9524	200.0
2	247.5	0.9070	224.5
3	307.5	0.8638	265.6
4	345.0	0.8227	283.8
			
	Total PV of inflows		974.0
	NPV		74.0

NPV for Option B
NPV = 974.0 – 900 = £74.0k
Option B gives a positive NPV. This means the project adds value to the business after allowing for tax, capital allowances, and discounting. Therefore, Option B is financially acceptable.
Option C: Produce purses and wallets
Calculation of annual after-tax cash flows
Year	Cash inflow (£’000)	After-tax inflow at 75% (£’000)	Tax saving from capital allowance (£’000)	Net annual cash flow (£’000)
1	250	187.5	50	237.5
2	310	232.5	50	282.5
3	400	300.0	50	350.0
4	430	322.5	50	372.5

Present value table for Option C
Year	Net annual cash flow (£’000)	Discount factor	Present value (£’000)
0	(1,000.0)	1.0000	(1,000.0)
1	237.5	0.9524	226.2
2	282.5	0.9070	256.2
3	350.0	0.8638	302.3
4	372.5	0.8227	306.5
			
	Total PV of inflows		1,091.2
	NPV		91.2

NPV for Option C
NPV = 1,091.2 – 1,000 = £91.2k
Option C gives the highest positive NPV of all three projects. This means it creates the greatest value for Beard Plc under the assumptions used.
Summary table of NPV results
Option	Initial investment (£’000)	Total PV of inflows (£’000)	NPV (£’000)	Decision
A	600	596.8	(3.3)	Reject
B	900	974.0	74.0	Accept
C	1,000	1,091.2	91.2	Accept

Comparison of options
NPV comparison
Option	Initial investment £’000	Total PV of inflows £’000	NPV £’000	Decision
A	600	596.8	(3.2)	Reject
B	900	973.9	73.9	Accept
C	1,000	1,091.2	91.2	Accept

The comparison indicates that Option C has the greatest NPV, followed by Option B, and Option A has a negative NPV. Because the NPV rule of decision is to take up the project that has the best NPV, option C would be accepted. Option B is also financially acceptable, but it generates less value compared to Option C. Option A should be rejected since it generates less value.
According to the NPV calculations, Beard Plc can decide to go with option C: manufacture purses and wallets. This alternative would result in the highest present value when taxation, capital allowance, and discounting are considered. Hence, the best investment option under the present assumptions is Option C.
2. IRR
The internal rate of return is the discount rate at which the net present value becomes zero. It indicates the real return realised by the investment during its lifetime (Huang et al., 2022). The IRR will be computed in the case of Option C, since it has the largest NPV.
The IRR value is estimated using two discount rates. Using a discount rate of 5 per cent, NPV will be positive at a discount of £91.2 thousand. The discount rate is then raised to 10 per cent to see the change in NPV.
NPV at 10% Discount Rate
Year	Cash Flow (£’000)	Discount Factor (10%)	Present Value (£’000)
0	(1000)	1.000	(1000.0)
1	237.5	0.909	216.0
2	282.5	0.826	233.4
3	350.0	0.751	262.9
4	372.5	0.683	254.3

Total present value ≈ 966.6
NPV at 10% = 966.6 − 1000 = −33.4
IRR Calculation
IRR ≈ L + [NPV₁ / (NPV₁ − NPV₂)] × (H − L)
Where:
L = 5%
H = 10%
NPV₁ = +91.2
NPV₂ = −33.4
IRR ≈ 5 + [91.2 / (91.2 − (−33.4))] × 5
IRR ≈ 5 + (91.2 / 124.6) × 5
IRR ≈ 5 + (0.732 × 5)
IRR ≈ 8.66%
The IRR of Option C is approximately 8.66 per cent, which is higher than the cost of capital. Therefore, the project is financially acceptable and should be undertaken. A higher IRR indicates better return compared to alternative investment options (Dai et al., 2022). The result also supports the NPV decision, which identified Option C as the best option.
3. WHY NPV IS BEST
Net present value is popularly regarded as the most valid investment appraisal technique. One reason is that NPV considers the time value of money completely (Shou, 2022). Discounting future cash flows to their present value is done at a suitable rate. This is an indication of the reality that money today has a high value as compared to money tomorrow. Therefore, NPV is a more realistic measure of the project value.
The other significant benefit is that NPV has all cash flows throughout the project lifespan. All the inflows and outflows have been considered in the computation. This will make sure that the overall financial effect of the investment is considered. Conversely, other techniques do not consider future cash flows, resulting in diminishing accuracy. Thus, NPV provides a complete outlook of the financial performance in the long run (Le, 2021).
NPV also directly focuses on maximising shareholder wealth, which is a key objective of firms. A positive NPV shows that the business will be enhanced by the project. This means that the managers can choose projects that will produce the best value to shareholders. This renders NPV in tandem with the long-term financial objectives and decision-making.
Overall, NPV is the best instrument since it is accurate, complete, and has clear decision rules.
4. WHY PAYBACK IS POPULAR
The payback method is still popular with managers even though it has been identified to have limitations. One is that the process is extremely easy to comprehend and implement. It determines the time it takes to recoup the initial investment based on cash inflows. This ease of use makes it relevant in making quick decisions without intricate calculations (Cotter, 2023).
The other reason why it is popular is that the payback method yields quick results. The managers can easily compare projects in terms of the speed of retrieving invested funds. This will be useful whenever business entities are required to make decisions within a time constraint. The technique is also applicable in small projects where a detailed analysis might not be needed (Reniers and Paltrinieri, 2015).
The payback method is also highly risk-oriented, which is significant in the decision-making process. The shorter the payback period of a project, the less risky it is since the cash is recouped in a short period. This minimises risk in uncertainty and future business. Consequently, most managers would want to invest in projects that pay back in a shorter time.
In general, the payback method is still popular because of its simplicity, speed, and risk orientation.
5. OTHER FACTORS
Financial calculations are not the only important factors that should be considered in investment decisions. One of the most important aspects that influences the success of any investment project is the risk. The expected returns may decline significantly due to shifts in the economic conditions, costs or demand. Hence, managers should evaluate the risks prior to choosing any investment option very carefully.
The other factor that is significant and affects the outcomes of investment and long-term performance is competition. With good market competition, the potential for sales and profitability of new projects can be low. Companies need to analyse the activities of competitors and their position in the market before making investments (Abubakar, Ruslan and Suriani, 2024). The competitive pressure will be understood and set realistic expectations for the future levels of performance.
When choosing investment projects in an organisation, strategic alignment is also crucial. The projects must be able to support the general business goals and long-term strategies. An investment that fails to fit into the company's strategy can bring about operational challenges. Strategic fit should thus be considered keenly in the process of decision-making (Rahman and Rahman, 2020).
The market demand is critical to the success of investment decisions. The high demand enhances the chances of meeting the anticipated sales and profitability levels. Low demand may lead to underutilization and loss of finances in the long run.
6. CAPITAL RATIONING
Capital rationing occurs when a company has limited funds and cannot invest in all projects. Here, the budget of Beard Plc is 1.5 million. Thus, the choice of the projects should be made wisely to achieve maximum value creation. Projects being ranked under limited funds are ranked using the profitability index.
Formula:
Profitability Index (PI) = Present Value of Inflows / Initial Investment
Profitability Index Calculation
Option	PV of Inflows (£’000)	Initial Investment (£’000)	PI
A	596.8	600	0.99
B	973.9	900	1.08
C	1,091.2	1,000	1.09

Ranking of Projects
Option C (PI = 1.09) 
Option B (PI = 1.08) 
Option A (PI = 0.99) 
Option A is rejected based on having a PI that is less than one. This implies that the project is not value-creating. B and C are both acceptable since their PI values are above one.
Optimal Investment Decision
The total budget is 1.5 million, and the projects are divisible. Therefore, funds should be allocated starting with the highest PI. Firstly, a choice of Option C with an investment of 1000 pounds is made. This would leave £500 thousand in the budget.
Alternatively, B is then partially chosen with the remaining £500 thousand. Only a portion of the project is carried out since the cost of Option B is 900 thousand. The proportion invested is:
500 / 900 = 0.56
The NPV from Option B is therefore adjusted:
0.56 × 73.9 ≈ 41.4
Total NPV from investment:
Option C = 91.2
Partial Option B = 41.4
Total NPV = 132.6 thousand
The optimal investment policy is to fully invest in Option C and partially invest in Option B. This is the best combination to maximise total NPV given the constraint of a limited budget.
7. SOURCES OF FINANCE
Businesses use different sources of finance to fund investment projects effectively. Both sources possess their pros and cons, which should be considered. The decision of finance influences the cost, risk, and control in the organisation.
Table: Sources of Finance
Source	Advantage	Disadvantage
Retained Earnings	No interest cost	Limited availability
Bank Loan	Easy to obtain	Interest payments required
Equity	No repayment obligation	Dilution of ownership
Bonds	Large funds available	Financial risk and fixed interest

Retained earnings are internal capital that is earned as a result of business profits over time. This source does not necessitate payment of interest, and thus it saves on financial burden. But retained earnings are also limited and might not be adequate to make huge investments.
One of the external sources is bank loans, which are comparatively simple to obtain. They offer speedy access to finances that can be used in the expansion and development of the business (Patnaik and Pasumarti, 2020). Nevertheless, interest payments add to the expenses and cause financial strain in the long run.
Equity financing is an activity that entails raising capital through issuing shares to investors in the market. This source is not being repaid, and this minimises risk to the capital of the business (Almanaseer, 2024). Issuing new shares, however, dilutes ownership and potentially impacts the power to make decisions.
Bonds enable companies to secure vast sums of money from investors effectively. Nonetheless, bonds have a fixed interest payment and are more likely to raise long-term financial commitments.
In general, it is advisable that sustainable growth is supported by a balanced combination of internal and external finance.


8. OVERALL INVESTMENT ANALYSIS
The investment analysis clearly shows differences in value creation among the three options. Choice A would have a negative net present value, which implies destruction of value. Thus, option A cannot be accepted since it falls short of the necessary return. In option B, the net present value is positive, indicating that the project is financially viable. The created value is, however, less than the best alternative.
The net present value of option C is the highest of the three projects. This means that Option C generates the highest shareholder wealth increment. Option C also has a higher internal rate of return than the cost of capital. This ascertains that the project is financially viable and profitable. Furthermore, the capital rationing analysis promotes the use of funds by the most effective option, which would be the third option, C.
Hence, the best investment choice is to choose Option C. This is the best option as it offers the best returns, good financial performance and value creation to the business.
9. Main Findings 
The financial analysis highlights that the revenue performance of Vodafone remained steady while their financial performance was compromised during 2025. Operating costs, restructuring charges and impairment charges decreased overall earnings, leading to a decline in profitability. The liquidity ratios also came down marginally, but cash flows remain stable due to regular subscription income. Furthermore, higher debts led to higher financial risk and lower returns for investors. The investment appraisal showed that Option C is the most appropriate investment since it has the highest positive NPV, an acceptable IRR and highest profitability index. In general, Vodafone should increase profit, reduce the debt properly, and persist on investing in project for long-term value to shareholders.
Conclusion 
The overall analysis highlights the importance of financial evaluation in business decision-making. Vodafone performs well in terms of growth in sales and market share. Revenue growth was high and was boosted by the demand of customers and good pricing strategies. The company also has a good cash flow, which helps in the running of the business and financial stability. But the period was characterised by falling profitability because of an increase in costs and pressure of operation. This implies that future operations should be better controlled in terms of costs and become more efficient.
The Beard Plc investment analysis also shows the worth of financial decision tools. Out of the three alternatives, the net present value and the return of Option C are the greatest. This alternative will produce the most value to the business and satisfy the necessary payback. The financial viability of this investment is also attested by the internal rate of return. Capital rationing analysis also adds to option C, which is the most effective utilisation of scarce funds.
All in all, financial choices are the key to the success and development of the business in the long run.
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