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1. INTRODUCTION

1.1 TRAINLINE

Trainline was founded in 1997 by the Virgin Group. It is an international digital rail and coach
technology platform that aims to make travel simpler and more affordable for passengers.
Through its website and mobile app, the firm provides railway tickets, railcards, and live train
schedules. Trainline works with over 270 train companies and more than 40 countries to
provide tickets to its customers.

Trainline is the UK's top online train ticket supplier. It controls more than half of the market.
Trainline is also well-represented in other European markets such as France, Germany, and
Italy (Trainline, 2023).

1.2BUSINESS MODEL

Trainline's business strategy is based on the commission it receives from the sale of train
tickets. They do not own trains or rails, rather they serve as a middleman between railway
operators and passengers.

Trainline's business maodel is based on the following key principles:

Aggregation: Trainline aggregates train and bus ticket inventory from a wide range of carriers,
making it easy for customers to compare prices and book tickets from a single website.

Convenience: Trainline offers a convenient and user-friendly booking experience, allowing
customers to book tickets quickly and easily from their desktop or mobile device.

Personalization: Trainline uses customer data to personalize the booking experience,
providing customers with tailored recommendations and discounts.

Value-added services: Trainline offers a range of value-added services, such as travel
insurance and multi-currency payment options, to enhance the customer experience.

Trainline's business model has been successfulin the UK, and the company has grown rapidly
in recent years. In 2022, Trainline generated £1.4 billion in revenue and had over 30 million
customers (Canocchi, 2022)

1.3MARKET POSITION

Trainline has a market share of mare than 90% in the UK train ticket market. A variety of
reasons have contributed to the company's dominating position, including:

* |ts extensive selection of rail tickets, which includes tickets for all major UK train
services.

* |ts handy and user-friendly website and mobile app.

* |ts strong brand recognition.

* |ts partnerships with major rail operators.




Trainline is well-positioned to expand its market share
in the next years. The firm has a proven track record

of success, and it is well-capitalized to continue Additional detail
investing in its operations about Trainline’s
(https:/iwww thetrainline.com, 2023). market position in UK:
1. Market Share 90%
1.4PRIMARY COMPETITION 2. Mobile app
downloads: 1
Trainline's primary competitors include: million +

. Website traffic: 10

¢ National Rail Enquiries million unique
e Raileasy visitors per month

¢ Omio . Revenue - £430
million (2022)
Profit: £20 million

1.5SIGNIFICANT EVENTS IN THE (2022)

PREVIOUS FIVE YEARS

Trainline has been through several big events in the
last five years that have had an influence on its overall financial performance.

2019 - Trainline went public on the London Stock Exchange in 2019. This provided them with
more cash, which they utilised to invest in fresh growth prospects.

2020 - Trainline's business was severely impacted by the COVID-19 outbreak. Passenger
numbers plummeted substantially because of the epidemic, and Trainline's revenues fell.

2021 - Trainline began to recover from the COVID-19 pandemic. Revenues increased, and
the company returned to profitability.

2022 - Trainline continued to grow its business. Revenues and profits increased, and the
company launched a new loyalty program.

1.6 PRODUCTS AND SERVICES

Train tickets, railcards, and live train timetables are the company's main products and services.
They also provide additional services such as trip planning and travel insurance.

Train tickets: Trainline sells tickets for a variety of train operators, including national, regional,
and international operators. Passengers may purchase tickets for single trips, round trips, and
multi-leg trips.

Railcards: These cards provide savings on train tickets. There are many railcards available,
each with its unique set of features.




Live train times: Trainline offers live train schedules for all major train carriers in the United
Kingdom and Europe. This information may be used by passengers to plan their itineraries
and follow the progress of their trains.

1.7CONCLUSION

Trainline is a significant online train ticket vendor in the United Kingdom and Europe. The firm
has a history of growth and innovation, and it is well-positioned to flourish in the future.

2. CALCULATION OF KEY FINANCIAL RATIOS

2.1 TRAINLINE PLC (TRN) 5 - YEARS INCOME STATEMENT

Income Statement 28/02/2023| 28/02/2022| 28/02/2021| 28/02/2020| 28/02/2019
£ (Millions) |£ (Millions) |£(Millions) |£ (Millions) |£ (Millions)
Sales Revenue 327,147 188,513 67,084 260,753 209,504
Cost of Sales 74,923 44,626 18,408 59,602 54,059
Gross Profit/ (Loss) 252,224 143,887 48,676 201,151 155,445
Administrative expenses 224,585 154,200 148,380 198,890 144,932
Operating Profit/ (Loss) 27,639 -10,313 -99,704 2,261 10,513
Finance Income 4,721 3,950 578 692 1,100
Finance Costs -10,270 -9,179 -7,636 -83,184 -25,275
Net Finance Costs -5,549 -5,229 -7,058 -82,492 -24,175
Profit/(Loss) before tax 22,090 -15,542 -106,762 -80,231 -13,662
Profit/(Loss) after tax 21,217 - 05 -91,304 -80,938 -13,370
Basic EPS 4.53p (g;p) (-19.10p) (-17.67p) (-3.28p)
Diluted EPS 4.48p (-2.49p) (-19.10p) (-17.67p) (-3.28p)
Adjusted EPS 7.74p (-0.80p) (-19.10p) (-17.67p) (-3.28p)




350,000
300,000
250,000
200,000
150,000
100,000

50,000

Sales revenue of Trainline for the last 5 years

1 2 3 4 5

Figure 1. Sales revenue of Trainline




2.2 TRAINLINE PLC (TRN) 5-YEAR STATEMENTS OF FINANCIAL
POSITION 2019-2023

Cash and cash equivalents 57,337 68,496 36,575 92,120 94,447
Trade and other receivables 60,158 48,314 16,994 52,078 47,196
Current tax receivable 1,599 7,522

117,495 118,409 61,091 144,224 141,698

Current liabilities

Trade and other payables -200,202 -227,729 -37,990 -165,735 -161,684
Loan and borrowings -4,891 -4,914 -4,167 -2,698 -2,815
Current tax payable -7,642 -552 -1,093

-212,735 -232,643 -42,157 -168,985 -165,592
Net current assets/(liabilities) -95,240 -114,234 18,934 -24,761 -23,894

Total assets less current liabilitic 440,436 410,362 550,724 532,341 540,069
Non-current liabilities

an and borrowings -149,014 -149,996 -266,369 -154,402  -266,438
Other non-current liabilities -19,561
Share based payment liabilities -8,033
Provisions -778 -873 -850 -681 -1,566
Deferred tax liability -4,345 -7,882
-149,792 -150,869 -267,219 -159,428 -303,480

Net assets 290,644 259,493 283,505 372,913 236,589

ity

%Jre capital 4,807 4,807 4,807 4,807 422,555
Share premium 1,198,703 1,198,703 1,198,703 1,198,703 1,055,683
Preferences shares 50 50
Foreign exchange reserve 3,328 1,455 2,848 1,972 2,186
Other reserves -1,128,978 -1,136,661 -1,124,992 -1,125,755 -1,144,010
Retained earnings 212,784 191,189 202,139 293,136 -99,875
Total equity 290,644 259,493 283,505 372913 236,589




2.3TRAVELINE PLC (TRN) 5-YEARS RATIOS 2019-2023

TRAVELINE PLC (TRN) 5-YEARS RATIOS 2019-2023

Ratios Units 2023 2022 2021 2020 2019
Profitability
ROCE Percent 501 -3.78 -19.38 -15.07 -247
Gross profit margin Percent 77| T76.32 72.55 77.14 | 74.19
Net profit margin Percent 649 | -6.31 -136.17| -31.03| -6.38
Liquidity
Current ratio Times 0.55 0.51 1.45 0.85 0.86
Acid test Times 0.55 0.51 1.45 0.85 0.86
Cash ratio Percent 0.27 0.29 0.87 0.55 0.57
Receivables days Days 6722 93.37 92.60 73.10 | 82.19
Payables days Days 6023 | 06.13 76.89 63.67 | 62.67
Gearing
Debt to equity Percent 0.54 0.63 0.96 0.45 1.31
Debt to capital Percent 0.34 0.36 0.49 0.33 0.56
Interest cover Times -4.99 1.97 14.13 -0.03 -0.43
Efficiency
Non-current asset turnover £s 0.58 0.45 0.49 0.42 0.53

2.4CRITICAL EVALUATION OF RATIOS CALCULATED

2.5PROFITABILITY

5
Profitability ratios demonstrate a company's capacity to generate a reasonable profit and
return on investment.

The ratios are a measure of a compangg financial health and how well it manages its assets.
Profitability is a metric for identifying profit as a criterion for assessing the outcomes of a
company's actions over a certain time period. The quantity of profit is a symbol or indication
for investors and corporate shareholders to divide dividends into huge sums. The level of
profitability ratios using ROA proxy necessitates enterprises with high profitability and large
capitalization. Husain, T. et al. (2020)




Return on Asset - The net income to total assets ratio calculates the return on total assets
(ROA) after interest and taxes. The ratio reflects the efficiency with which management has

utilised its resources to generate revenue (Lesakova, 2007).

%’c profit after taxes
Return on total assets (ROA) =

Total assets

The higher the ROA, the higher the amount of profit made by the business and the better the
firm's position in terms of asset utilization. If the ROA is low, the amount of profit produced by
the business will be low, and the firm's position will be poor (Nalurita, 2015).

ROCE: assesses how effectively the firm is utilising its money to create profits. The
trend is favourable, increasing from -3.78% in 2022 to 5.01% in 2023. However, it
remains relatively low, suggesting that the company's capital usage must be improved
further.

Net Profit Margin - The gross profit margin is the proportion of the sale that remains after the
firm has paid for its items. So, a corporation with a high GPM (Gross Profit Marginjggjay be
desirable since the lower the relative cost of selling things, the better. Nariswari and Nugraha
(2020)

Net profit margin - represents the percentage of profit a company retains from its total
revenue after all expenses, including taxes. While it has improved significantly from -
136.17% in 2021 to 6.49% in 2023, it is still relatively low, suggesting the company needs
to control its expenses better.

Gross profit Margin - represents the percentage of revenue left after subtracting the
cost of items sold. The margin has been reasonably steady, circling 76-77%,
demonstrating continuous profitability in core businesses.

2.6 CONCLUSION OF PROFITABILITY RATIO

Profitability ratios are a valuable tool for assessing a company's financial health and how well
it manages its assets. By comparing a company's profitability ratios to those of its competitors,
investors and analysts can gain a better understanding of its financial position and potential
for future growth.

2.7 LIQUIDITY RATIO

According to Madushanka and Jathurika (2018) The opportunity cost of attaining

profitability is the meaning of retaining liquidity assets inside the organization.
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Current Ratio and Acid Ratio - Both Eiios measure the company's ability to meet short-
term obligations with its current assets. The current ratio and acid test ratio have been
consistently below 1, suggesting potential liquidity concerns. In 2023, the ratios are
both 0.55, indicating the company may face difficulties in paying off short-term
liabilities with its current assets.

2.8 GEARING RATIO

Debt to Equity Ratio - The decreasing trend in this ratio from 2019 to 2023 indicates that
the company has been reducing its reliance on debt financing, which is a positive sign
for its financial stability.

Interest Cover: The negative interest cover in 2023 is a significant concern, suggesting
that the company's operating profits are not sufficient to cover its interest payments.
This indicates a high financial risk and the need to address the interest expense burden.

2.9 EFFICIENCY RATIO

Non-current Asgat Turnover: The increasing trend in this ratio indicates an
improvement in the company's efficiency in utilizing its non-current assets to generate
revenue.

2.10 CONCLUSION OF TRAINLINE

The financial ratio study of Trainline shows various insights. Thgggorporation has made strides
toward greater profitability, most notably in terms of ROCE and Net Profit Margin. The changes
in Net Profit Margin, on the other hand, raise worriregarding constant profitability. Trainline
must also address liquidity problems, since both the Current Ratio and the Acid Test Ratio
remain below one, suggesting possible short-term liquidity challenges. The capacity of the
organization to collect receivables and handle cash should be evaluated further.

On the plus side, Trainline has reduced its dependence on debt financing (lower Debt to Equity
and Debt to Capital ratios). However, the negative Interest Cover ratio in 2023 deserves close
scrutiny since it may indicate financial danger associated with interest payments.

To improve its financial health and stability, Trainline should concentrate on optimizing capital
use, boosting profitability consistency, and resolving liquidity and interest coverage difficulties.
It is critical to include industry-specific considerations and competitive dynamics while
conducting a thorough review.




2.11 RECOMMENDATIONS

¢ Conduct a thorough examination of the company's cost structure in order to discover areas
where spending might be managed or lowered.

* Reduce receivables days and enhance cash flow by implementing more effective credit
rules and collection operations.

* Investigate options to improve supplier terms while preserving strong supplier relationships.

* To lessen dependency on debt funding, consider improving the company's capital
structure.

« Create and implement a comprehensive cash flow management strategy to improve
liquidity.

« Toincrease overall efficiency and profitability, prioritize strategic investments in assets that
yield better returns.




3. COMPREHENSIVE OVERVIEW OF INVESTMENT
APPRAISAL METHODS IN ASSESSING CAPITAL
INVESTMENT DECISIONS

Methods of investment assessment are an essential component in the process of analysing
prospective decisions about capital investments. These strategies help to determine which
investment opportunities offer the greatest potential rewards while also taking into account the
dangers involved and the overall feasibility of the investment. In this all-encompassing
grerview, we will talk about five methodologies that are often used to evaluate investments:
Payback Period (PP), Accounting Rate of Return (ARR), Net Present Value (NPV), and
Internal Rate of Return (IRR). Profitability Index (P1) will also be covered. Each approach will
be analysed in terms of the benefits it offers, the drawbacks it has, and how well it performs
in various investing scenarios. These evaluations will be supported by theoretical concepts
and numerical examples taken from scholarly publications.

3.1PAYBACK PERIOD (PP)

In a nutshell, the Payback Period is the amount of time that must pass before the initial
investment may be recouped through subsequent cash flows. It is a simplistic strategy that
places an emphasis on risk assessment and liquidity analysis.

3.2STRENGTHS

Simplicity: PP is easy to calculate and understand, making it suitable for quick assessments.

Liquidity Focus: The method prioritizes investments that offer quicker payback, reducing the
risk of illiquidity.

Risk Mitigation: Shorter payback periods imply quicker recovery, thus reducing exposure to
uncertainty.

3.3LIMITATIONS

Time Value of Money (TVM) Ignored: PP overlooks the concept of TVM, leading to the neglect
of potential cash flows beyond the payback period.

Ignores Cash Flow Patterns: The method does not consider the timing and size of cash inflows,
leading to a lack of insight into long-term profitability.

Subjective Cutoftf: It requires a subjective payback period cutoff, which can vary between
projects.

3.4EFFECTIVENESS IN INVESTMENT SCENARIOS

10




PP is more appropriate for projects with higher risk tolerance or when liquidity is a primary
concern. However, its limitations render it less effective in evaluating projects with significant
long-term cash flows.

24
Theoretical Concept: Let's consider an example of two projects: goject A with aggnitial
investment of $200,000 and expected cash inflows of $50,000 per year, and Project B with an
initial investment of $400,000 and expected cash inflows of $100,000 per year. Both projects
have a payback period of 4 years.

4. ACCOUNTING RATE OF RETURN

Calculating an investment's average yearly profit or return as a percentage of the initial
investment is what the annualized rate of return, or ARR, does.

4.1 STRENGTHS

ARR is straightforward to compute and understand because it is based on data from
accounting.

Utilizes Financial and Accounting Information: As a result of its reliance on accounting
indicators, it supplements the requirements for financial reporting.

4.2 LIMITATIONS

ARR, like PP, completely ignores the concept of the time value of money, which leads to
skewed outcomes.

Depending on Certain Accounting Measures: Accounting procedures can have an effect on it,
and it is susceptible to manipulation through various depreciation techniques.

4.3 EFFECTIVNESS IN INVESTMENT SCENARIOS

ARR is best suited for projects where accounting measures are absolutely necessary but
where there are limited investment prospects due to cash restrictions. However, this shouldn't
be the only factor taken into consideration when assessing the value of long-term investments.

Consider Project A, which had an initial investment of $200,000 and produced an annual profit
of $25,000 on average. This is an illustration of a theoretical concept. The actual rate of return
(ARR) for Project Ais 12.5%.

11




5. NET PRESENT VALUE

5.1 OVERVIEW

When calculating NPV, all potential future cash flows are brought down to their current value
and the initial investment is subtracted. It reflects the total profit (or loss) that was realized
from the investment.

5.2 STRENGHTS

The net present val@(NPV) provides a more realistic depiction of the profitability of the
investment by taking into account the time worth of money.

The net present value (NPV) provides a transparent picture of the monetary worth of the
project.

5.3 LIMITATIONS

The computation of NPV is more involved and may call for the usage of specialized software
designed for the finance industry.

The decision of what discount rate to choose can have a considerable impact on the NPV
findings.

5.4 EFFECTIVENESS IN INVESTMENT SCENARIOS

NPV is a reliable tool that can be used to evaluate long-term investments, particularly those
tor which the frequency and magnitude of cash flows are essential. Additionally, it makes direct
comparisons across projects that are incompatible with one another much easier.

Theoretical Concept: For instance, take into consideration two projects: Project A, with an
initial investment of $200,000 and expected cash flows of $60,000 per year for three years,
and Project B, with an initial investment of $400,000 and expected cash flows of $130,000 per
year for three years, discounted at 10% gfjoject A has an expected return on its investment
of $60,000 per year, while Project B has a discount rate of 10%. The net present value (NPV)
of Project A is 57,397 dollars, while the NPV of Project B is 89,741 dollars.

6. INTERNAL RATE OF RETURN

12




6.1 OVERVIEW

The internal rate of return (IRR) is the discount rate at which the net present value (NPV) of
an investment becomes zero. It is a representation of the rate of return for the project.

6.2 STRENGTHS

IRR takes into consideration TVM, which makes it a more accurate metric to use when
evaluating potential investment opportunities.

The IRR makes it possible to directly compare projects that have significantly diverse cash
flow patterns.

6.3 LIMITATIONS

There is a possibility that certain projects will have more than one IRR, which could result in

biguous interpretations.
22 P

The internal rate of return (IRR) makes the assumption that an investment will be reinvested
at the same rate, which may not always be feasible.

6.4 EFFCETIVNESS IN INVESTMENT SCENARIO

When evaluating projects that have stable cash flows, IRR is a helpful metric to use. In the
event that patterns of cash flow are altered, this could, nevertheless, result in incorrect results.

Theoretical Concept: Let's say we have two projects, A and B, argiboth of them have cash
flows that are comparable to the one in the preceding example. The internal rate of return
(IRR) for Project A is 15.63%, whereas the IRR for Project B is 18.98%.

7. CONCLUSION

In conclusion, investment assessment methodologies serve as essential tools in the process
of analyzing decisions pertaining to capital investments. Each approach features a unique set
of benefits and limitations, which enables them to be utilized effectively in a variety of contexts.
The particulars of the investment, the investor's comfort level with risk, and the goals they wish
to achieve financially all play a role in determining which approach is best. Investors should
apply a combination of these strategies to acquire a thorough understanding of the potential
rewards and dangers that are involved with each investment opportunity before making any
decisions. This will allow investors to make decisions that are well-informed. Researchers and
practitioners are always working to improve and adapt these strategies in order to ensure that
they are effective in dynamic market conditions as the financial landscape continues to shift.

13




. LIST OF REFRENCES

12
Canocchi, C. (2022) This is Money. Available at:
hitps:/Mmww.thisismoney.co.uk/money/markets/article-11214825/Trainline-sales-soar-rail-
ticketing-platform-sees-international-boom.html (Accessed: 10 July 2023).
s:/iwww.thetrainline.com/ (2023) (Accessed: 10 July 2023).
https:/ww.trainlinegroup.com/investors/results-reports-presentations/ (2019) (Accessed:
P July 2023).
Husain, T, Sarwani, Sunardi, N. & Lisdawati(2020). Firm's Value Prediction Based on
Profitability Ratios and Dividend Policy. Finance & Economics Review, 2(2), 13-26. Doi:
Pitps:/idoi.org/10.381 57/finance-economics-review.v2i2.102
Lesakova, L. (2007) 'Uses and Limitations of Profitability Ratio Analysis in Managerial
Practice', 5th International Conference on Management, Enterprise and Benchmarking,
June 1-2, 259-263. Available Mat: https://kgk.uni-
obuda.hu/sites/default/files/24_Lesakova.pdf (Accessed: 10 July 2023)
Madushanka, K. H. I. and Jathurika, M (2018) 'The impact of Liquidity Ratios on
Profitability’, International Research Journal of Advanced Engineering and Science, 3(4),
. 157-161.
Nalurita, F. (2015) 'The effect of profitability ratio, solvability ratio, market ratio on stock
return', Business and Entrepreneurial Review, 15(1), 73-94. Availabe at: https://www.e-
iournal.trisﬂi.ac.idnndex.phpfber/aniclefview/2080/1 763 (Accessed date: 10 July 2023)
Nariswari, T. and Nugraha, N. (2020) 'Profit Growth: Impact of Net Profit iggrgin, Gross
Profit Margin and Total Assets Turnover', IJFBS, 9(4), 90-96. Available at:
https://doi.org/10.20525/ijfbs.v9i4.937
Trainline (2023) Trainline About us. Available at: https://www thetrainline.com/about-us
(Accessed: 10 July 2023).

14




NOT LATE SUBMITTED BY ASSESSMENT TEAM SC

ORIGINALITY REPORT

19, 164 54« 140,

SIMILARITY INDEX INTERNET SOURCES PUBLICATIONS STUDENT PAPERS

PRIMARY SOURCES

.

www.riiopenjournals.com

Internet Source

2%

o

Submitted to University of Hertfordshire

Student Paper

(K

e

Submitted to University of Lincoln
Student Paper

T

-~

Submitted to Intercollege
Student Paper

T

o

Submitted to Nottingham Trent University

Student Paper

(K

Submitted to University of Derby

Student Paper

T

BH B

Submitted to CITY College, Affiliated Institute
of the University of Sheffield

Student Paper

T

investors.thetrainline.com

Internet Source

T

Submitted to (school name not available)
Student Paper

(K




—
-

Submitted to University of Northampton

Student Paper

(K

—_—
—

corporatefinanceinstitute.com

Internet Source

T

—
N

Submitted to Curtin University of Technology

Student Paper

T

—
w

docshare.tips

Internet Source

(K

IcjtlrfnieczlISC(JDESrFC)esqboIiI.cloudfront.net <1 o
fore-nuacu <7
o <71y
yass gnmenthelp.com <7«
SStuLiEnrtr;;EEred to University of Sunderland <1 o
oo <7«
D coue <1 w
SStiE)nErF];EEred to Coventry University <1 o




dentapoche.unice.fr

InternetScI)?Jrce <1 %
iimhamfbc.weebly.com

'IlnternetSource y <1 %

Submitted to Colorado State University, <1 o
Global Campus ’
Student Paper
Submitted to University of Wales, Lampeter

Student Paper y p <1 %
Submitted to Glasgow Caledonian Universit

Student Paper g y <1 %
Submitted to University of Glamorgan

Student Paper y g <1 %
Submitted to University of Durham

Student Paper y <1 %
docplayer.net 1

Internchoaice < %
investor.adultshop.com ’

Internet Source p < %

Submitted to International Business School <1
Student Paper 0p
my.co-aol.com

Inte>r/netSource <1 %

W
B

Submitted to Bournemouth University



Student Paper

<Tw
I\r/w\:(\e/r\:]\é\t/.SSLiJECeethisforme.com <1 o
iy scribd.com <Tw
Iinrtm(::nejgElrcge.thisismoney.co.uk <1 o
mxgézfrfeearchgate.net <1 o
I\:}\Q/r\ﬁ\é\t/.;Erlcaeurence.co.nz <1 o

Exclude quotes Off Exclude matches
Exclude bibliography Off

Off



