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Executive Summary
The report looks at the fiscal years of 2023 to 2024 of Reckitt Benckiser Group plc and specifically the key financial ratios in reference to profitability, liquidity, efficiency, and gearing, as well as investor performance. The review shows that it has improved its gross profit margin and capital efficiency, but operating and overall profitability have limited margins due to an increase in finance expenses. Liquidity ratios cast doubt on the short-term solvency, and efficiency ratios put an aggressive working-capital concept portrayed with a negative cash conversion cycle under the spotlight. The increasing trend of the gearing ratios means that there is increased financial leverage and that the capital structure has to be managed with care. Investor ratios show a decreasing dividend cover, and this explains why the company needs a more sustainable dividend policy.
Based on these findings, the report dispenses various recommendations, such as a more vigilant management of operating expenses, the reinforcement of the liquidity fortitude, and a moderate disposition of debt and equity financing, thus assuring profitability in the long term and financial agility. In addition, the report will estimate the capital investment options of Westward Plc using Net Present Value (NPV) and Internal Rate of Return (IRR) to evaluate three projects that will be mutually exclusive. The findings show that the best business channel, in terms of NPV and IRR, is B, which is an online retail channel that is friendly and the best investment in terms of this criterion. In line with this, the report recommends the priority of using Option B with references to capital rationing considerations.
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	Introduction
The current report not only determines the financial performance of Reckitt Benckiser Group plc (Reckitt) but also analyzes strategic investment choices in Westward Plc, thus giving an insight and recommendations that are aimed at improving long-term profitability and value of the shareholders. Reckitt, which belongs to the FTSE 100 and is located on the London Stock Exchange, will go through significant restructuring in 2024 and will focus on refocusing products, simplifying its organization, and cutting its costs so that it can execute operations better and achieve better medium-term profitability (Reckitt Benckiser Group plc, 2025). Alongside this change agenda, the report will analyze the financial performance of Reckitt (fiscal years 2023-2024) based on finance, profitability, liquidity, efficiency, gearing, and investor ratios, and provide practical advice to the directors in the company (London Stock Exchange, 2025).
On the other hand, Westward Plc, a major UK manufacturer of quality curtain products, is considering three strategic expansion options due to the increasing competition in the industry and varying market trends. These alternatives are increasing its retail facility, developing an internet marketing store, and producing wooden and Roman blinds. These strategic options are reviewed in the report using capital investment appraisal methods of net present value (NPV) and internal rate of return (IRR), and the report will address managerial implications, financing, and capital rationing, aiming to optimize shareholder value (London Stock Exchange, 2025).




TASK 1
1.0 Profitability Analysis 
Table 1: Profitability Ratios (FY2023–FY2024) (Author)
Ratio	Formula	FY2023	FY2024
Gross Profit Margin (%)	(Gross Profit ÷ Revenue) × 100	59.97%	60.66%
Operating Profit Margin (%)	(Operating Profit ÷ Revenue) × 100	17.33%	17.11%
Net Profit Margin (%)	(Profit After Tax ÷ Revenue) × 100	11.34%	10.08%
Return on Capital Employed (ROCE) (%)	Operating Profit ÷ Capital Employed × 100	29.89%	36.09%

The FY2023 and FY2024 profitability ratios at Reckitt Benckiser Group plc portray a complex array of positive and negative trends and should be considered in more detail in comparison to the industry values.
Gross Profit Margin also grew slightly, though, from 59.97 in FY2023 to 60.66 in FY2024. This upgrade shows that the company was able to maintain its pricing strength and product mix, although it focuses on high-margin Powerbrands. Besides, actions like simplification of portfolios and concentration in core brands are seen to have produced positive results. However, in comparison with the industry average of consumer goods companies, which is between 40% and 50% on average, the margin of Reckitt is still strong, which shows that it has a competitive advantage in product prices and costs (Reckitt Benckiser Group plc, 2025).
The Operating Profit Margin slightly dropped to 17.11 though it used to be 17.33%. Although the gross profit margin showed a small increase, the decreasing trend in the operating margin indicates that operating costs such as restructuring, branding support, and administrative costs went up at a rate higher than the gross profits. This is striking when compared against the average operating margin of about 20 to 25 percent in the consumer goods market and serves as a sign of a possible inefficiency in operating cost control as compared to sales growth (Atrill & McLaney, 2025).
The Net Profit Margin has undergone a greater decrease in the years 11.34% in the FY2023 and 10.08% in the FY2024. This meltdown can be greatly explained by increased financial expenses and declining after-tax profits, which have a huge impact on highly leveraged organizations. By contrast, the average net profit margin in the industry is approximately 8%-10%, signifying that the activity of Reckitt is not at its very best but in fact under strain in terms of shareholder returns, specifically in respect of its financial assimilatory indulgence (Berk et al., 2019).
On the contrary, the Return on Capital Employed (ROCE) increased significantly, reaching 29.89 percent to 36.09 percent. Such augmentation is an indicator of more efficient utilization of capital, which may be supported in capital structure through share buybacks or capital impairment recognition. The ROCE benchmark in the consumer goods sector typically revolves around 20 percent to 25 percent, and thus, the performance in this area by Reckitt is quite good. However, a rising ROCE would also be indicative of the shrinking capital base that would be a cause for concern unless it is supplemented by actual operational improvement (Gitman and Zutter, 2018).
Recommendations: the management should make control of operating costs stricter in order to convert gains on gross margin into sustainable operating profit, re-evaluate the financing structure with an aim of reducing the interest expense exposure, and ensure that operating profit growth is not based on balance-sheet shrinkage in the name of performance improvement.
2.0 Liquidity Analysis
Table 2: Liquidity Ratios (FY2023–FY2024) (Author)
Ratio	Formula	FY2023	FY2024
Current Ratio	Current Assets ÷ Current Liabilities	0.635883905	0.5788745
Quick Ratio	(Current Assets − Inventory) ÷ Current Liabilities	0.43955385	0.3878887


The liquidity ratios of Reckitt Benckiser Group plc show some anxieties about the short-term solvency as well as the ability of the company to meet the immediate financial commitments. Improving liquidity position, FY2023 current ratio: 0.64, FY2024 current ratio: 0.58. A current ratio of less than one indicates that the firm is not able to meet its short-term commitments, and this is even more worrying when compared to industry standards, which are usually 1.5 to 2.0 in the case of consumer-goods firms. This fall implies that there will be an increasing dependency on future cash flows and that the management of working capital must be properly executed to take care of the short-term obligations year (Horngren et al., 2013).
Equally, the quick ratio, which excludes inventory under current assets, has declined to 0.39 in FY2024 compared to 0.44 in FY2023. This also highlights the issue of liquidity, since it shows that despite not having inventory, the company's liquid assets (which mostly comprise cash and receivables) are not enough to meet current obligations. The 0.39 ratio on the quick ratio is significantly lower than the commonly used standard of 1.0 to indicate strong liquidity capability, indicating the possible difficulties in managing cash flows in the case of economic instability or a changing demand environment (Palepu et al., 2022).
Recommendation: The management of the company has to strengthen the short-term liquidity resiliency through the improvement of receivables collection procedures and the maintenance of a sufficient cash buffer, and reconsider the trade-off between aggressive working-capital policies and financial risk in order to guarantee the stability of operations.
3.0 Efficiency Analysis
Table 3: Efficiency Ratios (FY2023–FY2024) (Author)
Ratio	Formula	FY2023	FY2024
Inventory Days (days)	(Inventory ÷ Cost of Sales) × 365	102.190012	99.337101
Receivables Days (days)	(Trade Receivables ÷ Revenue) × 365	51.52529609	53.865128
Payables Days (days)	(Trade Payables ÷ Cost of Sales) × 365	343.7130152	346.46842
Cash Conversion Cycle (days)	Inventory Days + Receivables Days − Payables Days	-189.997707	-193.2662

The efficiency ratio of Reckitt Benckiser Group plc indicates that the company has adopted an extremely aggressive working-capital policy, which is portrayed by a negative cash conversion cycle. The decrease in INV Days between 102.19 of FY2023 and 99.34 of FY2024 proves the enhancement of the inventory turnover and a better capacity to organize the stock levels. The trend is aligned with the simplification of the strategic portfolio of Reckitt and the focus on the core brands that presumably lowered the complexity of the products and the threat of obsolescence (Reckitt Benckiser Group plc, 2025). Against the industry, in which consumer-goods companies usually indicate between 30 and 60 days for turnover of inventory, Reckitt has a relatively sluggish turnover; however, the monitored progress indicates improved management of stocks.
On the other hand, Receivables Days were 51.53 in FY2023 and 53.87 in FY2024, which means that the decrease in accounts receivable collection has slowed down. The cause of such an increase could be the extension of various credit terms to customers to maintain levels of sales or an increase in exposure to new markets that have longer collection cycles. The standard level of industry at receivables is in the range of 40 to 50 days, and thus, Reckitt has a slightly higher standard than the industry; thus, there is concern about its liquidity and its ability to cover the cash-flow requirements (Khan and Jain, 2014).
Payables Days also increased to 343.71 and 346.47, which indicates the dependency of the supplier credit as a financing tool by Reckitt. Although this measure can increase the short-term cash flow, it will elevate supplier relations and performance, as well as harm long-term price dealings (Penman, 2010). The average payables days outstanding in the industry is between 60 and 90 days; therefore, Reckitt is paying much above the standard, indicating that it is using aggressive credit management methods at the risk of losing supplier goodwill.
The cash conversion cycle deteriorated slightly, reaching -193.27 days in FY2024, compared to 189.99 days in FY2023. Continued operation of a negative cycle is part of the indication that Reckitt is getting money in the form of cash from the customers before payments to the suppliers are made, hence enhancing cash flow and capital-repayment efficiency. Still, the very negative values can indicate the presence of seasonality in working-capital balances and can be a difficulty for sustainability across the year (Ross et al., 2016). 
Recommendation: The management is encouraged to further optimize its inventory levels and tighten the control over receivables to avoid further decline in the efficiency of the collection, and review the practices of the supplier payment periodically to reconcile the cash benefits with the long-term resiliency of the supply chain.
4.0 Gearing Analysis
Table 4: Gearing Ratios (FY2023–FY2024) (Author)
Ratio	Formula	FY2023	FY2024
Debt-to-Equity Ratio	Total Debt ÷ Total Equity	2.204156335	2.7645833
Gearing (%)	Net Debt ÷ (Net Debt + Equity) × 100	68.79%	73.44%
Interest Cover (times)	Operating Profit ÷ Finance Costs	7.444117647	6.0323383

The financial leverage of Reckitt Benckiser Group plc also demonstrates a tangible increase in the financial leverage during FY2023-2024, which emphasizes an exaggerated use of debt financing. The debt-to-equity ratio saw an increase in FY203, compared to FY204, illustrating a significant decline in equity and a significant growth in debt. This development can either be explained by the restructuring of equity capital or the impairment of assets or shareholder dividend payments that shrank equity capital, thus increasing the leverage ratio, despite the relative stability in the absolute debt level. As a result, the increased financial leverage triggers concerns over the ability of the firm to handle debt in times of economic turbulence because the industry average, as per the debt equation that marks a healthy debt-to-equity ratio in consumer-goods businesses, is between 0.5 and 1.0 (Reckitt Benckiser Group plc, 2025).
The gearing ratio also increased to 73.44% as compared to 68.79%, which means that the company is funding the capital structure more with debt. Even though an elevated gearing ratio will enhance equity returns in the projection of steady earnings, it will also increase financial risk. The increased debt dependence in a setting that experiences an increase in the interest rates could exacerbate profitability strain, with the increased amount of interest payments consuming a larger portion of operating profits (Shim and Siegel, 2012).
The Interest Cover Ratio decreased to 6.03 times in FY2024 as compared to 7.44 times in FY2023, indicating a reduced capacity to meet the interest expense using the operating profit. Even though the ratio remains well above the traditional 23 times, the negative trend indicates that Reckitt has fewer buffers to work through financial shocks and rate rises. Constant deterioration of interest coverage, especially with the subsequent increase in gearing, might cause a lack of confidence by the market regarding the financial stability of the firm over the long term (Farris and Hutchison, 2002).
Recommendations: the management should focus on the stabilization of the equity base with the help of retained earnings, thoroughly address decisions to borrow further, and also consider a gradual deleverage that will allow the company to maintain financial flexibility and have confidence in investors.


5.0 Investor Ratio Analysis
Table 5: Investor Ratios (FY2023–FY2024) (Author)
Ratio	Formula	FY2023	FY2024
Dividend Cover (times)	EPS ÷ DPS	1.188051948	1.0054429

In FY2024, the dividend cover ratio decreased compared to FY2023 by 0.19 times, and it means that the earnings were almost equal to the dividends paid in FY2024. This decline can be attributed to declining earnings per share (EPS) and a slight increase in dividends per share (DPS). The preference of the management to maintain dividend payments despite declining profitability seems to be intended to increase shareholder confidence, but it also limits resources and the ability to invest or pay debts, which may limit financial flexibility over the long term (Watson et al., 2023).
The dividend cover ratio is worrying because of industry standards, where the usual dividend cover ratio of between 2 and 3 years is considered to be healthy, whereas Reckitt has a 1.01 times ratio. It shows an increasing reliance on the modernized earnings to sustain the dividend distributions and hence could weaken the subsequent capital growth, especially in a space marked by the increase in leverage and financing expenses (Drury and Tayles, 2024). It is, however, vital to note that the computation of dividend coverage is done based on accounting earnings and not cash flows, which can give a false impression of the financial position of the company.
Recommendation: Reckitt can implement a more moderate dividend policy in line with sustainable earnings and cash generation in order to safeguard the long-term shareholder value.
6.0 Limitations in Ratio Analysis
Even though the ratio analysis gives a systematic approach to the evaluation of the financial performance, it also has a number of limitations that should be discussed. First, ratios are very susceptible to accounting policies and judgments such as depreciation procedures, impairment recognition, and inventory valuation. In the case of a multinational like Reckitt Benckiser Group plc, year-on-year comparisons can also be considerably misleading as accounting estimates change or exceptional items are not treated, especially when there has been some great restructuring or even portfolio changes (Atrill and McLaney, 2025).
Second, ratios are calculated using previous financial information, and as such, will signal the past performance and not future performance. During both strategically important changes and unstable situations in the market, historical ratios might offer limited information regarding the anticipated performance or risk level (IFRS, 2025).
Third, the ratio analysis fails to effectively reflect upon external and non-financial aspects, including brand value, regulatory risk, litigation risk, or consumer behavior changes, which are very important within the context of the consumer health and hygiene industry. Lastly, there are problems of comparability in terms of benchmarking periods or competing with other businesses because of competing business models, geographic exposure, and accounting practices.
Consequently, the ratio analysis must be adopted as an auxiliary tool alongside the cash flow analysis, strategic analysis, and qualitative evaluation as opposed to the decisive basis.
7.0 Recommendations 
The ratio analysis that includes FY2023—FY2024 recommends four financial-based steps that Reckitt Benckiser Group plc needs to prioritize. First, to make the small net margin turn into a stronger bottom-line performance, the management should strengthen its control over operating costs by introducing zero-based budgeting in the areas of overheads and seeking specific procurement savings and more rigorous bottom-line control on brand and marketing budgets; the status quo in operating efficiency is imperative to increase profitability. Second, the liquidity resilience should be enhanced. The case under consideration also shows a decreasing trend in current and quick ratios, which points toward the increasing overdependence on cash timing in the short term. The ways in which Reckitt should speed up the collection of receivables include stiffer credit conditions for risky clients, better dispute resolution frameworks, and targeted early-pay incentives, all without compromising inventory gains so that cash will not be locked away in slow-moving stock. Third, the capital structure has to be actively managed. The increase in gearing and the decline in the interest cover are a warrant of a progressive deleverages strategy involving the use of excess operational cash flows and controlled use of capital that lowers the sensitivity to interest rate changes. Lastly, the almost unity payout cover indicates a limited buffer of earnings; Reckitt must think of a more flexible payout policy, pegged on sustainable earnings and cash flow generation, so as to trade between shareholder payouts and the ability to retain earnings and capacity to support a balance sheet.

Task 2
1.0 Methodology and Assumptions 
Cost of capital: 6%
Corporation tax rate: 25%
Capital allowances: 20% straight-line per annum
Project life: 4 years
All cash flows occur at year-end
Capital allowances create a tax shield equal to: Capital allowance × tax rate
This appraisal uses the methods of discounted cash flow (DCF) in order to make a comparison of the three mutually exclusive projects on a similar and value-based basis. The elevation principle is Net Present Value (NPV), which is bolstered by a rough Internal Rate of Return (IRR) to the favored decision since NPV gauges the absolute wealth produced after considering the time worth of money and the opportunity cost of capital (Bhimani, 2022). A discount rate of 6 percent is taken as the cost of capital by considering the discount rate required on projects of similar risk, although this does not yield the same result, and therefore the directors are advised to see the rankings in conjunction with risk and strategic fit (Atrill and McLaney, 2025). The cash flow will be computed as end-of-year cash flows over the 4-year horizon and transformed to after-tax cash flows at a corporate tax rate of 25. Capital allowances are calculated at 20 percent on a straight-line basis and result in tax shields every year that are added to after-tax operating cash flows, which is also in line with the standard practice of project appraisal (Drury and Tayles, 2024).
2.0 Net Present Value (NPV) Evaluation 
2.1 Capital Allowances and Tax Effects
Table 6: Capital Allowances and Tax Shields (Author)
Option	Initial Investment (£000)	Annual Allowance (20%)	Annual Tax Shield (25%)
A	600	120	30
B	1,000	200	50
C	1,600	320	80

 
The Westward Plc investment appraisal is based on after-tax returns because taxation is a bona fide cash outflow, which has a direct effect on the wealth of the shareholders. Corporation tax will be paid on the annual operating cash flows of 25 percent and 20 percent capital allowances over each option on a straight-line basis. Capital allowances, though non-cash accounting expenses, do create equal tax shields as the allowance times the tax rate, which increases the net project cash inflows (Penman, 2010). Table 3.1 indicates that the annual tax shield represents the maximum (£80k) in Option C because it is more capital intensive but the lowest of all (£30k) in Option A. Omission of tax shields would significantly underestimate capital-intensive projects and will lead to an inaccurate inter-project comparison, making it critically important to capture the project on the unbiased NPV evaluation (Kersten et al., 2017).
2.2 NPV of Options A, B, and C Calculations
Computation of NPVs of Options A, B, and C is done by discounting after-tax cash flows containing tax shields at a 6 percent discount rate, which is then subtracted from the initial investment. All the calculations in detail are made in the appended tables, and a summary is provided in the NPV Results Table.
Table 7: NPV of Options A, B, and C Calculations (Author)

In the first alternative, there is a total present value of £1243.2k that entails an NPV of 643.2k. Its cash flows increase consistently in the four years of analysis, but the amount of inflows to its values remains rather small due to its comparably limited scale. Option B gives a present value of the greater amount of £1792.3k and an NPV of 792.3k, which is the strongest amongst all three options. This is a result of the rapid increase in cash flows in Years 3 and 4, representing scalability and increased growth potential, which is rewarded in the framework of the discounted cash flow analysis (Berk et al., 2019). Although on cash inflows, Option C provides the greatest absolute present value of cash inflows (£2342.5 1000), its NPV is less than that of Option B at 742.5 1000 as a result of a considerable initial investment of 1.6m.
This is one of the most interesting comparisons of NPV: it takes into account not just the size of an inflow but also when it comes in (both delivered and received).


2.3 NPV Ranking and Recommendation 
Table 8: Summary of NPV Results (Author)
Option	Initial Cost	NPV (£’000)	Ranking
A	600	643.2	3rd
B	1,000	792.3	1st
C	1,600	742.6	2nd


According to the NPV results, the projects will be sorted as follows: Option B (first), Option C (second), and Option A (third). Option B makes more financial sense, as it will provide the best positive NPV, thus maximizing shareholder wealth. The corporate finance theory explains that a mutually exclusive project should be chosen, which has the highest NPV, provided there has been a strategic and operational feasibility (Ross et al., 2016).
3.0 Internal Rate of Return (IRR)
The implicit rate of return earned by an investment is estimated by calculating the Internal Rate of Return (IRR, in short) of an investment by determining the discount rate at which the Net Present Value of the project is zero. It is broadly used in practice since it highlights project performance as a single percentage that can easily be understood by managers and is also easy to compare with the cost of capital of the firm (Saunders et al., 2024). The use of IRR, however, should be taken with care and considered with NPV, especially where the projects vary in size or cash-flow distribution.
Table 9: Internal Rate of Return (IRR) (Author)

IRR = 30 +  x (35-30)
= 30 + 0.45 x 5
= 32.2%
In this evaluation, the IRR of the preferred project (Option B) is calculated through linear interpolation between two discount rates, which result in positively and negatively discounted NPV, respectively. This is an acceptable estimation of the actual IRR, which does not involve complicated iterative procedures and is widely used in practical financial analysis (Palepu et al., 2022).
The estimated IRR of about 32.2 percent is considerably greater than the estimated cost of capital of 6 percent, implying that the returns obtained through the project are much greater than this assumed cost of capital, and hence the project creates economic value. Notably, this conclusion is also consistent with the NPV decision because Option B is also the tool that returns the highest positive NPV. This uniformity makes the investment recommendation stronger and proves the suitability of the adoption of Option B both in theory and in practice (Khan and Jain, 2014).
4.0 Interpretation for Management 
4.1 Why NPV Is the Preferred Appraisal Method 
The common understanding of Net Present Value is that it can be viewed as the most theoretically sound method of investment appraisals since it directly quantifies the amount of incremental wealth generated for the shareholders that is not derived by neglecting the time value of money and the opportunity cost of capital of the firm (Horngren et al., 2013). Instead of the percentage-based measures of value, NPV measures value in monetary absolute terms and thus allows a definite prioritization of mutually exclusive projects. This feature is especially relevant to Westward Plc, where the investment alternatives vary significantly in terms of magnitude and profiles of cash flow. The Internal Rate of Return (IRR) may be intuitively attractive, but it does result in deceptive rankings when projects have a different initial investment or when they are subject to reinvestment at the IRR at all, which is typically unrealistic (Shim and Siegel, 2012). Conversely, NPV is reinvested at a cost of capital, thus having a more realistic look at the market and wealth maximization (long term). Therefore, NPV offers the best basis for strategic capital allocation decisions.
4.2 Continued Use of Non-Discounting Methods
Irrespective of the weaknesses underlying this theory, non-discounting systems like the payback period and the Accounting Rate of Return (ARR) have still found favor among managerial decision makers. The payback framework is praised due to its simplicity, as well as its focus on liquidity and risk exposure, especially in unpredictable environments where timely cash recovery is extremely important (Gitman and Zutter, 2018). ARR is often widely used since it works well with accounting profit measures that are being used in performance measurement. Nevertheless, neither of the two methods takes into consideration the time value of money: the payback method does not consider cash flows past the cutoff date, and ARR uses accounting data and not cash-generating data (IFRS, 2025). This means that these strategies should be used as an addition and not the main factor when making decisions.
4.3 Other Factors Affecting the Investment Decision
In addition to the quantitative appraisal, the Board needs to take qualitative factors into consideration before investing. Strategic fit is very relevant, especially whether the project is supportive of the long-term growth and positioning of Westward Plc or not. Sustainability of the projected cash flows will depend on the market-demand conditions, including the consumer preferences and the level of competition. The operational capability should also be evaluated since there is a high likelihood that operational risk can destroy the expected returns in case of a lack of resources or expertise. Lastly, sensitivity or scenario analysis should be considered a way to analyze risk and uncertainty, which includes demand volatility, cost inflation, and technological change, as an additional measure to the financial measures (Ross et al., 2016).
5.0 Capital Rationing Analysis 
5.1 Profitability Index and Ranking 
Table 10: Profitability Index (Author)
Option	PV of Inflows (£’000)	Initial Cost (£’000)	PI
A	1,243.20	600	2.07
B	1,792.25	1,000	1.79
C	2,342.51	1,600	1.46


The Profitability Index (PI) is the best appraisal measure in capital rationing conditions, as it analyzes the level of efficiency of each project in utilizing limited capital in terms of value created per pound invested (Watson et al., 2023). In this case, on the basis of the discounted present values calculated earlier, the PI of Option 1 is the greatest that is, 2.07, then its counterpart, Option 2, 1.79, and lastly, the PI of Option 3 is the lowest, 1.46. This ranking explains that the highest return will be achieved by investing in Option A, as the return will pay off even when one is operating with a limited amount of funds. Significantly, this ranking is not the same as the NPV ranking, which emphasizes the fact that the highest value creation projects are not necessarily the most effective utilization of scarce capital, which underlines the applicability of PI in the rationing context (Theodore Farris and Hutchison, 2002).


5.2 Optimal Investment Policy
Having a total amount of no more than 2.5 million, the Westward Plc is supposed to invest as per PI ranking. The full undertaking of Option A (£600k) and B (£1,000k) is done using 1.6m, and the amount remaining is 900k. Since projects can be separated, one should allocate the remainder of the funds to Option C.
Fraction of C = 
​=56.25% 
NPV from C portion=0.5625×742.51
=417.66 
Total NPV under capital rationing: 643.20+792.25+417.66
=£1,853.11k 
The allocation maximizes the total NPV within the capital constraint and proves that profitability index (PI), instead of net present value (NPV), is the right decision assumption when the funds of investment projects are limited.
6.0 Funding the Investment Program
Westward Plc can also finance the proposed investment by the combined efforts of retained earnings, debt, and, where needed, equity, and hence preserve the flexibility but regulate the cost of capital. The best source is often retained earnings, which do not require the issuance cost and incur no financial obligations, but it can be overutilized to a point that raises liquidity pressure and might not be realistic in case the cash is needed to supply the working capital and dividends (Atrill and McLaney, 2025). Financing through debt is typically less expensive than financing through equity since the tax on the interest can be deductible, and it can increase returns in cases where cash flows are predictable, whereas increased gearing increases the financial risk and refinancing risk, especially when market conditions worsen (Theodore Farris and Hutchison, 2002). 
Recommendations: Populate the project by making use of retained earnings and complement it with moderate long-term debt in line with the cash-flow profile of the project, and only employ equity when the covenant risk or constraints of leverage get binding.
Conclusion
This report has critically assessed the financial performance of the Reckitt Benckiser Group plc (Reckitt) and has evaluated the strategic investment options of Westward Plc. The financial ratios of Reckitt represent an ambivalent result with excellent gross margins and capital efficiency, and, simultaneously, show weakness in operating and net profitability, liquidity, and gearing. The recommendations emphasize the importance of high cost containment, better management of liquidity in the short term, and a rational attitude towards leverage with the overall aim of increasing long-term profitability and financial sustainability.
In the case of Westward Plc, three strategic expansion options have been considered using Net Present Value (NPV), Internal Rate of Return (IRR), and Profitability Index (PI) measures. The NPV analysis found the development of the online retail channel (Option B) to be the most appealing and the most lucrative in terms of returns on investment. Further, capital rationing was taken into account, which justified a recommendation to focus on Options A and B and selectively invest in Option C. The investment program financing plan must be based on retained corporate earnings and quantifiable debt, and thus, it will maintain flexibility in operations and moderate the cost of capital.
Reckitt needs to simplify its business and optimize its capital structure so that the company may be better positioned to grow its businesses. Westward Plc needs to implement its Option B with the help of the strategic allocation of capital in order to increase shareholder value and long-term profitability.
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Year Cash Flow After-Tax (×0.75) + Tax Shield Net Cash Flow

Discount Factors @ 

6%

Present Value

1 200 150 30

180

0.943 169.74

2 400 300 30

330

0.89 293.70

3 500 375 30

405

0.84 340.20

4 700 525 30

555

0.792 439.56

Total PV 1243.20

Initial expenditure 600.00

NPV 643.20

Year Cash Flow After-Tax (×0.75) + Tax Shield Net Cash Flow DF Present Value

1 400 300 50

350

0.943 330.05

2 450 337.5 50

387.5

0.89 344.88

3 720 540 50

590

0.84 495.60

4 980 735 50

785

0.792 621.72

Total PV 1792.25

Initial expenditure 1000.00

NPV 792.25

Year Cash Flow After-Tax (×0.75) + Tax Shield Net Cash Flow DF Present Value

1 450 337.5 80

417.5

0.943 393.70

2 700 525 80

605

0.89 538.45

3 900 675 80

755

0.84 634.20

4 1,200 900 80

980

0.792 776.16

Total PV 2342.51

Initial expenditure 1600.00

NPV 742.51



Option A



Option B

Option C
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At 30%

Year CF DF @30% PV

1 350 0.7692 269.22

2 387.5 0.5917 229.28

3 590 0.4552 268.57

4 785 0.3501 274.83

Total PV 1041.90

Initial expenditure 1000

NPV

41.90

At 35%

Year CF DF @35% PV

1 350 0.7407 259.25

2 387.5 0.5487 212.62

3 590 0.4064 239.78

4 785 0.3011 236.36

Total PV 948.01

Initial expenditure 1000

NPV

-51.99



Internal Rate of Return (IRR)
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