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[bookmark: _Toc224073111]Introduction
The report has been written to assess financial performance and assist in strategic financial decision making in accordance with the objectives of the Finance for Business Managers course. This report is a dual-purpose review; the first one is to determine the financial status and performance of Unilever plc based on the available financial data in years 2024 and 2023, and the second one is to analyze investment opportunities that Westward plc is presented with and identify the most suitable course of action with the help of the proven methods of capital appraisal. Combining financial statements is a valuable channel of communication to directors, investors, and lenders and other parties due to the evidence presented by the statements on the profitability and liquidity, efficiency, risk and shareholding profit (IASB/IFRS Foundation, n.d.; ResearchGate, 2023).
Part 1 is restricted to Unilever plc, a FTSE 100 and London Stock Exchange listed corporation that calculates and interprets the primary ratios, and also evaluates them critically, and, supported by the trend analysis and selective benchmarking against the relevant industry competitors (i.e., Reckitt, Haleon and Diageo) (Unilever plc, 2024a; London Stock Exchange, n.d.). Part 2 looks into the investment proposals of Westward plc over a period of four years by evaluating the application of net present value (NPV), internal rate of return (IRR), capital rationing and a survey of appropriate sources of financing. These tools are commonly applied in financial decision-making since they enable investment appraisal based on value and broader managerial judgement with risk and resources restrictions (Huang, 2022; MDPI, 2023; Bank of England, 2023). 








[bookmark: _Toc224073112]Part 1: Unilever plc financial analysis
[bookmark: _Toc224073113]1. Company background and benchmarking basis
Unilever plc is a highly diversified consumption-based company with a extensive range of food, personal care, beauty, wellbeing, and home-care products active in the globe. The level of internationalisation, product diversification and strong brand portfolio qualify it as a company to consider when applying financial analysis since it offers a plenteous platform to assess profitability, liquidity, efficiency, gearing and investor performance in a very competitive environment (Unilever plc, 2024a; Unilever plc, 2025c). Moreover, Unilever is publicly traded in the London Stock Exchange and included into FTSE 100 Index that meets the condition of the assignment and ensures the availability of financial statements organized in a way susceptible to a thorough ratio-based evaluation (London Stock Exchange, n.d.; Unilever plc, n.d.). 
The two years chosen in this analysis are of 2024 and 2023 because they form the two latest complete years of financial operations and reporting that can be found in the public domain and enable a significant year on year analysis of financial performance and position. Working with two years in succession contributes to trend analysis and finding out whether the changes in the ratios are associated with an increase in operational effectiveness, margin strain, alterations in the financing structure or are the shifts in returns to shareholders (Unilever plc, 2023; Unilever plc, 2024a).
This report is based on benchmarking not on a universal set of universal benchmarks, since ratios of the financial information depend upon the industry, the type of business, the capitals depth and the strategic focus of the business. Unilever instead is put in comparison with other pertinent peer consumer-goods companies namely Reckitt, Haleon and Diageo. They are all large LSE-traded consumer-facing groups, and Reckitt and Haleon are of particular interest due to their close interactions with household, health and personal care segments akin to some of Unilever businesses ( Reckitt Benckiser Group plc, n.d.; Haleon plc, n.d.; Diageo plc, n.d.).
[bookmark: _Toc224073114]2. Financial statement basis and methodology
This discussion uses the current financial data of Unilever plc that was published by the end of 31 December 2024 and 31 December 2023. The evaluation takes the consolidated income statement, the consolidated balance sheet (statement of financial position), the cash flow statement, the notes to the accounts, and supporting investor/share data of the annual reporting and market information for the company. However, these sources enable the report to evaluate the performance provided in a number of angles such as profitability, liquidity, efficiency, gearing and investor return, not just a single statement. Under IAS 1 entities are also required to report a full set of financial statements at least once a year with comparable information being presented on the previous period which allows a two-year trendline analysis to be carried out.  
The analytical approach is a mix of ratio analysis, trend analysis and selective benchmarking with similarities of consumer-goods. One of the strengths of ratio analysis is that it reduces large accounting data and presents it in an understandable manner, which attracts the attention of the managers and other external stakeholders. Nevertheless, ratio analysis is also limited in some significant ways. Accounting policy differences, acquisitions and disposals, restructuring activity, inflation, exchange-rate and other non-financial effects e.g. brand strength, strategy, sustainability performance or market conditions can distort comparisons.   
Unilever plc balance sheet summary (£000)
	Item
	2024
	2023

	Total assets
	79,750,000
	75,266,000

	Current assets
	19,194,000
	17,902,000

	Cash, cash equivalents & short-term investments
	7,629,000
	6,109,000

	Inventory
	5,177,000
	5,119,000

	Non-current assets
	60,556,000
	57,364,000

	Net PPE
	11,669,000
	10,707,000

	Goodwill and other intangible assets
	40,901,000
	39,466,000

	Total liabilities
	57,195,000
	54,502,000

	Current liabilities
	25,234,000
	23,507,000

	Current debt and lease obligations
	6,202,000
	4,901,000

	Non-current liabilities
	31,961,000
	30,995,000

	Long-term debt and lease obligations
	24,453,000
	23,692,000

	Total equity
	22,555,000
	20,764,000

	Stockholders’ equity
	19,990,000
	18,102,000

	Working capital
	(6,040,000)
	(5,605,000)

	Total debt
	30,655,000
	28,593,000

	Net debt
	23,033,000
	23,039,000



[bookmark: _Toc224073115]3. Ratio analysis and calculations
In this section, the ratio analysis will be implemented on Unilever plc based on the provided financial data of 2023 and 2024. The ratios can be classified into profitability, liquidity, efficiency, gearing/financial risk and investor measures so as to present a structured evaluation of the financial performance. The usefulness of ratio analysis is in there being an accounting data changed into an indicator that can be compared across time and where applicable peer in the sector. Nevertheless, ratio interpretation must be considered contextual and be connected to strategy, capital structure, portfolio alterations and broader market factors instead of being perceived in a vacuum (ResearchGate, n.d.; Corporate Finance Institute, n.d.). 
Ratio calculation table
	Ratio
	Formula
	Workings 2023
	Result 2023
	Workings 2024
	Result 2024

	3.1 Profitability ratios
	
	
	
	
	

	Gross profit margin
	Gross profit / Revenue × 100
	25,175,000 / 59,604,000 × 100
	42.24%
	27,370,000 / 60,761,000 × 100
	45.05%

	Operating margin
	Operating income / Revenue × 100
	10,041,000 / 59,604,000 × 100
	16.85%
	11,250,000 / 60,761,000 × 100
	18.52%

	Net profit margin
	Net income / Revenue × 100
	6,487,000 / 59,604,000 × 100
	10.88%
	5,744,000 / 60,761,000 × 100
	9.45%

	ROCE
	Operating income / Invested capital × 100
	10,041,000 / 45,300,000 × 100
	22.17%
	11,250,000 / 49,159,000 × 100
	22.88%

	ROE
	Net income / Shareholders’ equity × 100
	6,487,000 / 18,102,000 × 100
	35.84%
	5,744,000 / 19,990,000 × 100
	28.73%

	3.2 Liquidity ratios
	
	
	
	
	

	Current ratio
	Current assets / Current liabilities
	17,902,000 / 23,507,000
	0.76 : 1
	19,194,000 / 25,234,000
	0.76 : 1

	Quick ratio
	(Current assets − Inventory) / Current liabilities
	(17,902,000 − 5,119,000) / 23,507,000
	0.54 : 1
	(19,194,000 − 5,177,000) / 25,234,000
	0.56 : 1

	3.3 Efficiency ratios
	
	
	
	
	

	Inventory days
	Inventory / Cost of sales × 365
	5,119,000 / 34,429,000 × 365
	54.3 days
	5,177,000 / 33,391,000 × 365
	56.6 days

	Trade receivable days
	Trade receivables / Revenue × 365
	Trade receivables not provided
	N/A
	Trade receivables not provided
	N/A

	Trade payable days
	Trade payables / Cost of sales × 365
	Trade payables not provided
	N/A
	Trade payables not provided
	N/A

	Asset turnover
	Revenue / Total assets
	59,604,000 / 75,266,000
	0.79 times
	60,761,000 / 79,750,000
	0.76 times

	Cash conversion cycle
	Inventory days + Receivable days − Payable days
	Data incomplete
	N/A
	Data incomplete
	N/A

	3.4 Gearing / financial risk ratios
	
	
	
	
	

	Debt-to-equity
	Total debt / Shareholders’ equity × 100
	28,593,000 / 18,102,000 × 100
	157.95%
	30,655,000 / 19,990,000 × 100
	153.35%

	Debt ratio
	Total debt / Total assets × 100
	28,593,000 / 75,266,000 × 100
	37.99%
	30,655,000 / 79,750,000 × 100
	38.44%

	Interest cover
	EBIT / Interest expense
	10,414,000 / 1,075,000
	9.69 times
	9,987,000 / 1,118,000
	8.93 times

	3.5 Investor ratios
	
	
	
	
	

	Earnings per share (EPS)
	Earnings attributable to ordinary shareholders / Weighted average shares
	Given in data
	2.90
	Given in data
	2.59

	Dividend per share (DPS)
	Total ordinary dividends / Number of ordinary shares
	Year-specific dividend note not provided
	N/A
	Year-specific dividend note not provided
	N/A

	Dividend payout ratio
	DPS / EPS × 100
	DPS not provided
	N/A
	DPS not provided
	N/A

	Dividend cover
	EPS / DPS
	DPS not provided
	N/A
	DPS not provided
	N/A

	Dividend yield
	DPS / Market price per share × 100
	Year-end price not stated
	N/A
	Year-end price not stated
	N/A

	Price/earnings ratio
	Market price per share / EPS
	Year-end price not stated
	N/A
	Year-end price not stated
	N/A

	Net asset value per share
	Shareholders’ equity / Ordinary shares
	18,102,000 / 2,221,349.18
	8.15
	19,990,000 / 2,200,552.98
	9.08



3.1 Profitability ratios
Profitability profile of Unilever indicates both mixed and overall strong results. Gross profit margin was improved by 42.24 to 45.05 in 2023 and 2024 respectively indicating better pricing, product mix, cost management or reduced input-cost pressure. This has also enhanced the operating performance of the company as the operating margin has increased to 18.52 compared to 16.85%. The ROCE increased a bit by 22.17% to 22.88% which indicates that the group still was able to make good returns on capital invested. Nevertheless, net profit margin had decreased between 10.88% and 9.45, and ROE had dwindled between 35.84 and 28.73, which means that operating-level gains were not fully succeeded to bottom-line returns, potentially due to the effect of finance costs, taxes, or unusual items or other non-operating factors (Unilever plc, 2024a; Unilever plc, 2023).
3.2 Liquidity ratios
Liquidity is in fact unhealthy. The current ratio remained the same, and was 0.76:1 in both years, and the quick ratio had only marginally increased in form, 0.54:1 to 0.56:1. This implies that the current assets are less than current liabilities and Unilever are still operating at negative working capital levels. Although it is not an unfamiliar situation in large fast-moving consumer-goods firms with solid cash generation, it still implies the reliance on an effective management of the working-capital, as well as incessant cash inflows (Anton and Bostan, 2020; Baafi, 2024).    
3.3 Efficiency ratios
The inventory days went up to 56.6 days compared to 54.3 days, which is a slight indication that inventory movement is slower in 2024. The asset turnover is down by 0.79 to 0.76 times indicating that the growth of assets is faster compared to the growth of revenue.  
3.4 Gearing / financial risk ratios
Debt-to-equity was also high but slightly better than 157.95% to 153.35% that determines that Unilever is materially leveraged. The debt ratio rose slightly and it was 37.99 to 38.44. The interest cover dropped to 8.93 times, as compared to 9.69 times which implies that the business still has enough to pay off the interests, but with less safety. 
3.5 Investor ratios
The EPS decreased by 2.90 to 2.59 and this indicates that it can pay smaller amounts to its shareholders in the year 2024. There was also an improvement in the NAV per share, which went up to 9.08 as opposed to 8.15 which gives stronger support of equity per share. The annual report dividend notes and the market price at the end of the year should be inputted on the final version with DPS, payout, dividend cover, dividend yield and P/E. On the whole, the set of ratios is a powerful background to consider the profitability, efficiency, risk, and interest of shareholders, yet it should be evaluated in the context of narrative reports and strategy (Unilever plc, 2024a; ScienceDirect, 2024). 
[bookmark: _Toc224073116]4. Critical evaluation of Unilever’s performance
Profitability trend and reasons for movement
The financial results of Unilever in 2023-2024 represent an ambivalent but quite strong trend. On the bright side, the company improved its gross profit margin by a percentage of 42.24 to 45.05 and operating margin by 16.85 per cent to 18.52 per cent. This implies that the company could enhance pricing discipline and have product mix and cost control at the operating level even though the external environment was tough. The rise in ROCE of 22.17% to 22.88% is also one of the indications that capital was still used effectively in producing operating returns. All these are in line with the premise that ratio analysis can help to point out operational strengths that cannot be easily perceived based on absolute data itself (ResearchGate, 2023; MDPI, 2022). Nevertheless, the fact that the net profit margin dropped to 9.45 per cent. and ROE dropped to 28.73 per cent. indicates that the improved trading results were not completely reflected in increased returns to the shareholders. This could represent the influence of non-operational charges, finance costs, restructuring influences and unusual items, which could back bottom-line profitability despite any rate of operating margin improvement (Unilever plc, 2024a; Unilever plc, 2023). Operational profitability increased thus, shareholder level returns became weaker.  
Liquidity and working capital management
Liquidity position of Unilever is tight. Current ratio remained the same over the two years at 0.76:1 and the quick ratio increased marginally only by 0.54:1 to 0.56:1. Besides this, working capital was still negative, shifting between £(5,605)m of 2023 and £(6,040)m of 2024. These ratios, on the face of it, indicate a low short term liquidity position as the current liabilities are higher than the current liabilities are. But in the case of a very large multinational fast-moving consumer goods business, negative working capital is not necessarily indication of distress. Another way is that it demonstrates a high bargaining power among suppliers, a high level of stock turnover and recurring cash flows as a result of well-established brands and distribution channels (Anton and Bostan, 2020; Baafi, 2024). With that said, low liquidity ratios raise the dependency on loving treasury management, robust operating cash flow and stringent control of inventories and payables. That is, there is minimal room in the group to suffer short term disruption in case of deterioration of the trading conditions or increase in the cost of financing.  
Efficiency and operating-cycle interpretation
The outcomes of efficiency are more conflicting. The increase in the number of days in inventory was observed as 54.3 days transformed into 56.6 days indicating that inventory flowed slower in 2024. This can represent weaker demand within certain types, stock-building, or restructuring of the supply chain. Simultaneously, the asset turnover dropped to 0.76 times versus 0.79 times, which means that the growth rate of assets surpassed the growth rate of revenue. In part this can have an indication of investment in brands or acquisitions or intangible assets or repositioning as opposed to actual operating inefficiency. Nevertheless, the trend even indicates that the company is making considerably less revenue per pound invested in property in 2024 (Corporate Finance Institute, n.d.; DOAJ, n.d.). 
Gearing, debt capacity and financial risk
Unilever is still a geared company. The similarity between the two years is that debt-to-equity was also large with a slight improvement of 157.95% (2023) to 153.35% (2024). The debt ratio increased marginally to 38.44 percent compared to 37.99 percent, which proves the existence of a great percentage of assets being funded by debt. Moreover, the interest cover deteriorated between 9.69 times to 8.93 times. This still means that the servicing capacity remained comfortable, but implies that the protection that lenders had in 2024 was slightly reduced. A rather high, though still maintainable, leverage position is not specific to a mature multinational with strong cash flows, though it still exposes it to refinancing risk, changes in interest rates, and diminished financial flexibility in case of deterioration in trading (ScienceDirect, 2024; Unilever plc, 2024a). The cash generation of the group is also a significant mitigating force in this case. 
Investor attractiveness and dividend policy
As an investor, the image is neither consistently high nor consistent in the strength. The EPS decreased to 2.59 compared to 2.90, indicating poorer results on the side of the ordinary shareholders. Contrastingly, net asset value per share also increased by 8.15 to 9.08 which is more robust equity base per share. Another reason of why many investors is also interested in Unilever is due to its size, established brands and long-term dividend record, although any ultimate comment on the sustainability of dividends should be related to payout, dividend cover and free cash flow as opposed to dividend level itself (Unilever plc, 2025a; Unilever plc, 2025c). This becomes particularly crucial in cases where profits are under stress yet dividend payments to shareholders will be critical as far as confidence in the market is concerned.
Credit quality / implications for lenders and external stakeholders
To lenders and the rest of the outside stakeholders, Unilever looks financially viable despite its average risk’s aspects. Disclosure of investors and finance implies a good-quality of credit in the long run, with rating of around year-end 2024 of A1 by Moody and A+ by S&P, and Fitch confirmed an A rating with a stable outlook until withdrawal in 2024 (Unilever plc, 2025e; Unilever plc, 2025f; Fitch Ratings, 2024). Such ratings indicate that debt markets perceive that the business entity has a high ability to service financial obligations. This is important to creditors, suppliers and institutional investors as it reduces perceived default risk and may facilitate borrowing at more favourable conditions.  
Overall financial position
In general, Unilever 2024 report results can be considered operationally solid yet financial mixed. There was been improvement in margins and ROCE, which is a good sign of operating management, but the net profitability, EPS and interest cover was weak, and it is pressure below operating line. It was still close to the liquidity, but fairly regular within the bounds of a large consumer-goods group and gearing was high, but manageable. That is why the company may be viewed as in a strong position, yet the analysis also indicates that the directors must remain attentive to the quality of earnings, discipline of working-capital policy, policy of leverage and shareholder distribution (Unilever plc, 2024a; Unilever plc, 2023).
[bookmark: _Toc224073117]5. Limitations of ratio analysis
Ratio analysis is a viable tool when it comes to the interpretation of financial statements but has significant weaknesses and cannot be considered as a measure of a comprehensive performance. To begin with, ratios are largely historical as they utilize previous financial reports. It implies that they aid in explaining what has transpired, but on its own they do not forecast future performance, strategy execution and external shocks (Corporate Finance Institute, n.d.; ResearchGate, 2023). Second, accounting policy differences can also distort comparisons when presentation options and methods of estimation across firms do not reflect correspondingly similar accounting policies absent differences between accounting frameworks of companies (IASB/IFRS Foundation, n.d.).
Another weakness is the existence of year-end window dressing whereby the short-term measures, which are in place during the reporting date, enhance the outlook of liquidity, the gearing or the working-capital ratios without showing the status quo of the business. Ratios can also be influenced by the inflation particularly when the value of an asset is depreciated when such assets are held at historical value and current levels of revenues and costs are at more recent levels. Besides this, acquisitions, disposals and restructuring programmes may also cause an extreme distortion of year-on-year comparison as they alter the business base, asset mix, and cost structure (Unilever plc, 2024a; Unilever plc, 2023).
The differences in industries also affect the ratios hence there seems to be no specific benchmark that would be applicable in all industries. The ratio that is weak in a given industry might be normal in another one. Furthermore, the ratio analysis rules out most qualitative aspects, including the brand strength, the ability of management, creativity, ESG performance, market positioning, and competitive approach. Lastly, investor ratio like dividend yield and P/E can be so highly affected that a 1-year measure may have been caused by market sentiment and not necessarily the business fundamentals (ScienceDirect, 2024; Corporate Finance Institute, n.d.)
[bookmark: _Toc224073118]6. Recommendations to Unilever directors
To start with, Unilever needs to enhance the working-capital discipline due to the low value of both current ratio and quick ratio and negative working capital. Management ought to increase their control of receivables, schedule payment accordingly and increase short-term cash forecasts in order to maintain their liquidity resilience (Anton and Bostan, 2020; Baafi, 2024).
However, there is the need to enhance inventory efficiency and supply-chain resiliency since inventory days have been on the rise in 2024. More effective expectation control, category-level stock and supply-chain-level coordination would assist in minimizing the excessive holding length and cash discharge.
Thirdly, the directors are supposed to safeguard interest cover and leveraging capacity. Debts are massive and interest covers are weak although gearing is manageable. Financial flexibility could be enhanced by a more frugal attitude towards expansion based on the use of debt as well as more attention to deleveraging using operating cash flow (Unilever plc, 2024a; Fitch Ratings, 2024).
Fourth, the management ought to maintain the portfolio prioritisation and margin discipline. Gross and operating improved and therefore the company ought to expand on this by putting investment on the more desirable brands, profitable geographies and operational efficiency.
Fifth, Unilever must have sustainable dividend policy in relation to the quality of earnings, free cash flow, and balance-sheet position. As EPS decreased in 2024, dividend policy would need to be a trade-off based on the reinvestment requirements and the holding stock value (Unilever plc, 2025a; Unilever plc, 2025c). 












[bookmark: _Toc224073119]Part 2: Westward plc investment appraisal and financing
[bookmark: _Toc224073120]Introduction to the investment decision
The Westward plc is planning an extensive expansion programme and it has come up with three alternative investment options within four years planning horizon. The first alternative is to build on its successful retail shop to incorporate all products, the second one is to build internet sales and the third option is to expand to include wooden blinds and Roman blinds production. Both alternatives have varying levels of investment to outlay and the expected inflows of cash and hence a good financial analysis will have to be conducted prior to any decision being taken. Here, the analysis should include corporation tax of 25, capital allowances at 20 and cost of capital of 6 as the discount rate of investment appraisal which is on a straight-line basis.
This section is intended to choose the alternative that gives the business the strongest value and thus the best returns to shareholders wealth maximisation. Practically, one should estimate investment decisions with the help of discounted cash flow methods since it takes the time value of money and the significance of value creation instead of merely considering profit on the balance sheet (Huang, 2022; MDPI, 2023). 
[bookmark: _Toc224073121]NPV appraisal of options A, B and C
The net present value (NPV) methodology must be used to evaluate the three project investment options that Westward plc has since NPV is the absolute gain in shareholder wealth generated by the projects following the identification of the time value of money. The alternatives in this case are considered on a 6% cost of capital and 25 and 20 percent corporation tax and capital allowance on a straight-line basis respectively over a four-year span. Firstly, capital allowance tax shield is added to the annual operating cash inflows as they are adjusted to take into account tax. This method is suitable since capital allowances are deductibles of taxable incomes and hence, provide cash tax savings, which must be counted during the project appraisal (Huang, 2022; MDPI, 2023). 
The annual capital allowances are:
· Option A: £600,000 × 20% = £120,000 per year
· Option B: £1,000,000 × 20% = £200,000 per year
· Option C: £1,600,000 × 20% = £320,000 per year
Since the corporation tax rate is 25%, the annual tax shield is:
· Option A: £120,000 × 25% = £30,000
· Option B: £200,000 × 25% = £50,000
· Option C: £320,000 × 25% = £80,000
The discount factors at 6% are:
· Year 1 = 0.943
· Year 2 = 0.890
· Year 3 = 0.840
· Year 4 = 0.792
Step 1: Tax-adjusted annual net cash flows (£’000)
	Year
	Option A cash flow
	After-tax cash flow (75%)
	Tax shield
	Net annual cash flow

	1
	200
	150.0
	30
	180.0

	2
	400
	300.0
	30
	330.0

	3
	500
	375.0
	30
	405.0

	4
	700
	525.0
	30
	555.0



	Year
	Option B cash flow
	After-tax cash flow (75%)
	Tax shield
	Net annual cash flow

	1
	400
	300.0
	50
	350.0

	2
	450
	337.5
	50
	387.5

	3
	720
	540.0
	50
	590.0

	4
	980
	735.0
	50
	785.0



	Year
	Option C cash flow
	After-tax cash flow (75%)
	Tax shield
	Net annual cash flow

	1
	450
	337.5
	80
	417.5

	2
	700
	525.0
	80
	605.0

	3
	900
	675.0
	80
	755.0

	4
	1,200
	900.0
	80
	980.0



Step 2: NPV calculation table (£’000)
	Year
	Discount factor 6%
	Option A net cash flow
	PV A
	Option B net cash flow
	PV B
	Option C net cash flow
	PV C

	0
	1.000
	(600.0)
	(600.0)
	(1,000.0)
	(1,000.0)
	(1,600.0)
	(1,600.0)

	1
	0.943
	180.0
	169.8
	350.0
	330.2
	417.5
	393.4

	2
	0.890
	330.0
	293.7
	387.5
	344.9
	605.0
	538.4

	3
	0.840
	405.0
	340.0
	590.0
	495.4
	755.0
	633.9

	4
	0.792
	555.0
	439.6
	785.0
	621.8
	980.0
	776.8

	Total PV of inflows
	
	
	1,243.1
	
	1,792.3
	
	2,342.5

	NPV
	
	
	643.1
	
	792.3
	
	742.5



Ranking and recommendation
All the three projects also have a positive NPV indicating that all the options would be adding value to the Westward plc and in principle must be acceptable. Where however the projects are alternatives, the project that has the highest NPV should be preferred in most cases since it provides the best increase in shareholder wealth (Huang, 2022; MDPI, 2025).
The projects rank as follows:
1. Option B: Develop into internet sales — NPV £792.3k
2. Option C: Produce wooden blinds and Roman blinds — NPV £742.5k
3. Option A: Expand retail outlet — NPV £643.1k
Thus, according to the NPV parameter, it should be recommended to use Option B. It gives highest excess amount of present value by taking allowance of taxation, capital allowance tax relief and time value of money. This indicates that internet sales provide the best financial payoff, as well as the most effective contribution to value of shareholders in the four-year period. Although C is also financially appealing and can still be a solid alternative, it generates less value as compared to Option B and needs the highest startup capital. The least compelling of the three is option A which is, however, value-creating, on financial terms.   
[bookmark: _Toc224073122]IRR of the preferred option
The best project according to the NPV analysis is available under option B (development into internet sales). Internal rate of return (IRR) is the discount rate of the project at which the project NPV is zero. It hence indicates the implicated percentage payback of the project and may be contrasted with the 6-percent cost of capital of the company. In cases where the cost of capital is lower than the IRR, the investment is economically viable since it will yield a high value than the necessary rate of compensation (Huang, 2022; MDPI, 2023).
For Option B, the annual net cash flows after tax and capital allowance tax shield are:
· Year 0 = £(1,000,000)
· Year 1 = £350,000
· Year 2 = £387,500
· Year 3 = £590,000
· Year 4 = £785,000
Using trial discount rates:
NPV at 30%


NPV at 35%


So, the IRR lies between 30% and 35%. Using interpolation:



Therefore, the approximate IRR for Option B is 32.2%. The calculated NPVs used in the interpolation are +41.9 at 30% and -52.0 at 35%.
This IRR is significantly higher than the cost of capital of 6% which means that Option B would result in a significantly higher return than the required rate of the company. This is a major justification to the previous NPV finding that the option B should be adopted because it seems to provide a very attractive path of return and that its ability to create value is the highest of the three other options. 
[bookmark: _Toc224073123]Interpretation for management
[bookmark: _Toc224073124]Why NPV is the best appraisal technique
Net present value has been described as the most theoretically correct way of investment appraisal as it is directly used on the basis of measuring the value that a project contributes to the firm. It has the advantage of it appreciating the value of money based on timing and therefore cash obtained in the present has more value than the cash obtained in the future. It is more realistic to use NPV rather than simple accounting-based or non-discounting techniques to evaluate long-term investments (Huang, 2022; MDPI, 2023). Another strength is that, NPV takes into account all the project cash flows that relate to the project life as opposed to concentrating on the early recovery or accounting profit. This is significant in the given case since a choice, between the three options, do not only vary in timing but also in the amount of cash flows, hence a method that will capture the entire flow of the after-tax benefits is vital.
Shareholder wealth maximisation is also closely interrelated with NPV since favourable NPV manifests an idea that a project is likely to yield more returns than the cost of capital and hence enhancing worth of business. That is why it aligns with the financial goal of value creation and not with the growth of the revenue or immediate cash restoration (MDPI, 2025; Atlantis Press, 2022). It is particularly superior in cases that vary in size and timing like in Westward plc case since it bares alternatives on the basis of actual value created and not just percentage return. This is why it is more reliable as compared to IRR in which the size of projects varies remarkably.
[bookmark: _Toc224073125]Why non-discounting methods remain popular
Non-discounting techniques like payback period have found some popularity even after the theoretical superiority of NPV was proven. One is simplicity: they are simple to compute, simple to explain and easy to be understood by non-financial managers. The approach of senior managers is usually to use the approach that can be talked about within decision meetings without progressing a lot of financial modelling (MDPI, 2023). Moreover, non-discounting methods tend to be liquidity-based in nature, which is desirable in a business where cash is sensitive in terms of recovery particularly in times of uncertainty or constraints in borrowing money.
The other reason is the risk awareness. A smaller payback period can be seen to expose less as it recovers the initial investment at a quicker rate though the approach does not take into account the future cash flows and time value of money. It is also the problem of familiarity of managers: most of decision makers have long been using rudimentary screening tools and have to rely on them to make a first impression. Practically, firms usually screen through the use of payback prior to the application of a more rigid discounted cash flow methodology. Thus, the fact that non-discounting techniques will persist in their popularity does not presuppose their superiority; on the contrary, that aspect is due to their expediency, convenience, and relative utility in the initial stages of decision-making (ResearchGate, 2025; MDPI, 2023).
[bookmark: _Toc224073126]Other factors before final investment decision
Westward plc will have to prospect into various non-financial and strategic aspects before making a final decision. To begin with the project needs to be strategically aligned with long-term goals of the company. Internet sales would be the most successful in generating the highest NPV, although the success of this strategy will be determined by whether it aligns with an overall market positioning and competitive strategy of the firm or not. Second, the management should evaluate the operational and, in specific, digital capability since the online expansion needs corresponding systems, fulfilment process, cybersecurity, customer service and marketing capability.
Uncertainty in market demands should also be studied by the directors as the projected cash flows might not be realised in case customer demand is not strong as expected. Besides this, a standard supply risk and inflation would impact the cost of inputs and over the four years it would also affect margins and delivery performance. Financing availability also needs to be reviewed by the business, since a positive-NPV project might be liquidity-constraining when capital is not available at reasonable rates (Bank of England, 2023; OECD, 2024). The other significant requirements are execution risk, particularly the capacity to complete the project on schedule and on budget and the necessity of an audit following the completion of the project, to ensure that the actual output is compared with projections and that the lessons which were learnt during the investments are learnt to invest in future. Last but not least, to provide the modern investment choices, directors must take into account ESG and reputational criteria, as modern investment choices would raise the level of stakeholder trust, sustainability performance, and long-term brand value (MDPI, 2020; OECD, 2021).
[bookmark: _Toc224073127]Capital rationing with divisible projects
Where funds are limited, and projects are divisible, the correct approach is to rank projects by the value created per pound invested rather than by total NPV alone. This is because capital rationing requires the firm to maximise the return from a scarce investment budget. In practice, this is done using the profitability index (PI) or NPV per £1 invested. This approach is appropriate in Westward plc’s case because the available capital is limited to £2.5 million, while the three projects together require £3.2 million in total (Institute of Cost Accountants of India, n.d.; Cracollegesonepat, n.d.).
Step 1: Profitability index / NPV per £1 invested
Using the NPVs already calculated:
· Option A
Initial investment = £600,000
NPV = £643,100
NPV per £1 invested = 643.1 / 600 = 1.072
· Option B
Initial investment = £1,000,000
NPV = £792,300
NPV per £1 invested = 792.3 / 1000 = 0.792
· Option C
Initial investment = £1,600,000
NPV = £742,500
NPV per £1 invested = 742.5 / 1600 = 0.464
Step 2: Ranking
The ranking is therefore:
1. Option A = 1.072
2. Option B = 0.792
3. Option C = 0.464
Step 3: Optimal allocation of the £2.5 million budget
Westward plc should first invest fully in Option A (£600,000) and Option B (£1,000,000), as these provide the highest NPV per pound invested.
Funds used so far:

Funds remaining:


The remaining £900,000 should be invested in Option C. Since projects are divisible:


So, Westward plc should undertake 56.25% of Option C.
Step 4: Total NPV from the optimal policy

Therefore, the optimal investment policy is to undertake all of Option A, all of Option B, and 56.25% of Option C, giving a resulting total NPV of approximately £1.853 million. This policy maximises shareholder value under the capital constraint and is consistent with accepted capital rationing principles (Cracollegesonepat, n.d.; ResearchGate, 2025).
[bookmark: _Toc224073128]Financing the investment programme
The proposed investment programme should be financed by Westward plc as a balanced blend of internal and external finance as opposed to using a single source of funds. Since it does not add to fixed repayment obligations and dilute control, retained earnings is generally the most inexpensive and the most flexible as well. They as such make a good initial source of funds, especially some part of Option B which has the highest NPV. Nevertheless, retained earnings can be constrained and their application alone may compromise liquidity and consequent capacity of the firm to react to the unpredicted trading strains (Bank of England, 2023; OECD, 2024).
Bank loan is both a feasible and realistic medium-term funding options of a 4-year project since it provides a repayment structure and is very popular with UK businesses. Its drawback is that it makes leverage and interest liabilities greater. Overdraft or short-term working-capital facility is handy during short-term fluctuations in cash flow but cannot be relied on to finance long-term projects as it is repayable on demand and can be costly. The use of bond finance is normally applicable in larger firms, having direct access to the capital market hence it is unlikely to be feasible to apply to Westward plc. Unless there is a significant need in the project, equipment, technology platforms or vehicles, leasing or asset finance could be suitable as it disperses cash outflows, and working capital is maintained. Equity funding lowers the amount of debt, whereas it dilutes ownership and can be expensive to an established company. Venture or personal capital does not apply as much except when the company is going through a transformation of high growth or even risky. Long-term finance should not be substituted by trade credit or supply-chain finance, which can be used to support working capital on a daily basis (Bank of England, 2020; OECD, 2022).
In general, retained earnings and a medium-term bank loan would be the most realistic mix in the case of the Westward plc as the mix will be backed by limited leasing and working-capital facilities where necessary.
[bookmark: _Toc224073129]Conclusion
The investment appraisal shows that in terms of NPV and IRR, the best project is the development into internet sales since it will make higher amounts of both NPV and return on investment. It is based on this that Westward plc ought to conduct the investment, as it is likely to deliver the highest value to the shareholders (Huang, 2022; MDPI, 2023). The best policy with capital rationing would be to take all of Option A, all of B, and 56.25 percent of C resulting in the greatest total of NPV.
That investment should be supported by a prudent mixture of retained earnings and bank loan and that leasing and other short-term working-capital assistance be realized in places where necessary. It is a cost-effective way of operating. The most important implementation warning is that the management needs to pay special attention to the execution risk, digital capacity, market demand and after-communication performance as even the most economically successful projects may fail to accomplish their goals as they are not completed properly and, in a way, consistent with the strategy (Bank of England, 2023; OECD, 2024).   
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Interest Income 398,000 = 438,000 442,000 281,000
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Net Interest Income

Reconciled Cost of Revenue
Reconciled Depreciation
NetIncome from Contining Op...
Total Unusua Hems Exclucing ...
Total Unusua tems

Normalzed EBITOA

Tax Rate for Calos

Tax Effect of Unusual ftems.

9,469,000
5,671,000
398,000

1,024,000

9,717,000

11,070,000

1,353,000
5,671,000

5,744,000

7,209,440

1,118,000
-680,000
9,987,000
11,744,000
33,391,000
1,757,000
5,744,000
2,064,000
2,064,000
13,808,000

-598,560

6,487,000
6,660,811
442,000
1,075,000
633,000
10,414,000
11,992,000
34,429,000
1,578,000
6,487,000
229,000
229,000
12,221,000
o

55,189

7,642,000
6,811,66025
281,000
789,000
-508,000
11,126,000
13,072,000
35,906,000
1,946,000
7,642,000
1,038,000
1,038,000
12,034,000
0

207,660.25
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r— Income Statement  Balance Sheet  Cash Flow
News
P All numbers in thousands: Annual  Quarterly ¢ Expand All
Conversations —— 2 amn 20z 0N
p—
cat Dot ~ Total Assets 79,750,000 75,266,000 77,821,000 75,095,000
f— ~ Current Assets 19,194,000 17,902,000 19,157,000 17,401,000
[ 7,629,000 6,109,000 5,840,000 4,849,000
Analysis 5.177,000 5,119,000 5,931,000 4,683,000
CorD 167,000 691,000 28,000 2,401,000
Holders
149,000 37,000 238,000 76,000
~ Total non-current assets 60,556,000 57,364,000 58,664,000 57,694,000
~ Net PPE 11,669,000 10,707,000 10,770,000 10,347,000
 Goodwill And Other Inta... 40,901,000 39,466,000 40,489,000 38,591,000
Financial Assets 68,000 75,000 51,000 52,000
Defined Pension Benefit 4,164,000 3,781,000 4,260,000 5,119,000
Other Non Current Assets 533,000 423,000 338,000 415,000
~ Total Liabiltes Net Minority L. 57,195,000 54,502,000 56,120,000 55,349,000
 Current Liablties 25,234,000 23,507,000 25,427,000 24,778,000
Current Provisions: 831,000 537,000 748,000 480,000
~ Curent Debt And Capita... 6202,000 4,901,000 5,571,000 7,061,000
Other Current Liablities 16,000 167,000 78,000 44,000
 Total Non Current Liabiliti... 31,961,000 30,995,000 30,693,000 30,571,000
Long Term Provisions 571,000 563,000 550,000 611,000
~ Long Term Debt And Cap... 24,453,000 23,692,000 22,868,000 22,611,000
Tradeand Other Payables N... 585,000 384,000 94,000 148,000
Non Current Accrued Expen... 148,000 105,000 141,000 91,000
Derivative Product Liabilities 442,000 446,000 529,000 99,000
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Holders

v Current Debt And Capita...
Other Current Lisblties
(@Total Non Current Lisbile...

Long Term Provisions
~ Long Term Debt And Cop...
Tradeand Other Payables N...
Non Current Accrued Expen...
Derivative Product Lisblties
Other Non Current Liabilties

v Total Equity Gross Minority In...

Total Capitalization

‘Common Stook Equity

[ r———

Net Tangible Assets

Working Capital

Invested Capital

Tangible Book Value

Total Debt

Net Debt

E—

Ordinary Shares Number

Treasury Shares Number

57,195,000
25,234,000
831,000
6,202,000
16,000
31,961,000
571,000
24,453,000
585,000
148,000
442,000
55,000
22,555,000
43279000
19,990,000
1,486,000
-20,911,000
6,040,000
49,159,000
-20,911,000
30,655,000
23,033,000
224133097
220055298

40,777.99

54,502,000
23,507,000
537,000
4,901,000
167,000
30,995,000
563,000
23,692,000
384,000
105,000
446,000
33,000
20,764,000
40,733,000
18,102,000
1,395,000
21,364,000
5,605,000
45,300,000
21,364,000
28,593,000
23,039,000
223697541
222134918

1562623

56,120,000
25,427,000
748,000
5571000
78000
30,693,000
550000
22,868,000
94,000
141,000
529,000
129,000
21,701,000
40,821,000
19,021,000

21,468,000
6,270,000
46,052,000
21,468,000
28,439,000
22,705,000
2,337,105.57
224799611

89,109.47

55,349,000
24,778,000
480,000
7,061,000
44,000
30,571,000
611,000
22,611,000
148,000
91,000
99,000
184,000
19,746,000
38,434,000
17,107,000
1,649,000
21,484,000
7,377,000
45,130,000
21,484,000
29,672,000
24,608,000
2,337,105.58
227641464

60,690.94.
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— Unilever PLC (UL) * ® Get top stock picks.
News
P 66.43 +0.07 (+0.11%)
. 5 Aaof 11:03:45 AM EDT. Market Open.
Statistics. Income Statement  Balance Sheet  Cash Flow
Historical Data
Profile. All numbers in thousands reT iy — 2 Expand All
pereren — m|  amom| omam  comm|  ams
Opions ‘Operating Cash Flow 8,350,000 9,519,000 9,426,000 7,262,000 7,972,000
Hz= Investing Cash Flow 3,118,000 625,000 2,204,000 2,453,000 -3,246,000
Financing Cash Flow 6,814,000 6,941,000 7,193,000 -8,890,000 7,099,000
v End Cash Position 3,870,000 5,950,000 4,045,000 4,225,000 3,387,000
Capital Expenditure -1,591,000 1,971,000 1,745,000 1,709,000 1,340,000
Issuance of Debt = = 4972000 7,776,000 4,748,000
Repayment of Debt - - 3,905,000 8,440,000 3,550,000
Repurchase of Capital Stock -1,510,000 1,508,000 -1,507,000 1,509,000 -3,018,000

Free Cash Flow, 6,759,000 7,548,000 7,681,000 5,573,000 6,632,000




