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[bookmark: _Toc243612739]Executive Summary
The aim of this report is to analyse the financial performance of AstraZeneca Plc and also to analyse three investment options that Beard Plc can consider for investment. For AstraZeneca the profitability analysis, liquidity analysis, gearing analysis, efficiency analysis and investor ratios are analysed for the years 2024 and 2025. The assessment of Beard Plc is done using the following methods: net present value (NPV), internal rate of return (IRR), profitability index and divisible capital rationing. The figures of financials are based on audited statements presented by AstraZeneca and the figures of Beard Plc are provided in the assignment brief.
AstraZeneca's revenues jumped 8.63% to $58,739 million and its operating margin went up from 18.50% to 23.40%. The return on capital employed also has improved from 13.63% to 17.22%. The movements indicated that the operating profit increased at a higher rate than revenue and the capital base. Further, interest cover rose from 5.74 to 8.11 times and gross debt to equity ratio came down from 74.12% to 60.80%. So, there was an increase in earning potential and financial stability. However, there was still limited availability of liquidity in the short-term. The current and quick ratios changed from 0.93 to 0.94 and 0.74 to 0.72, respectively. There was also a decrease in the inventory and trade receivables turnover. Management should therefore ensure that the enhanced profitability is maintained by imposing more stringent working-capital targets, better demand and inventory planning and maintaining a linkage between reducing debt and generating operating cash.
Beard Plc has 20% straight-line capital allowances as well as 25% corporation tax included in its after-tax cash flows. The NPV of Option A at a cost of capital of 5% is −£3.26 thousand, the NPV of Option B at a cost of capital of 5% is £73.95 thousand and the NPV of Option C at a cost of capital of 5% is £91.23 thousand. Purses and wallets, therefore, is the most successful single product, in terms of cash flows, in option C. It has an approximate IRR of 8.57%, which exceeds the desired return of 5%. The best policy is to do all of Option C and 55.56% of Option B with £1.5 million (million pounds) of divisible capital. The net present value for this policy is estimated to be approximately £132.31 thousand.
This recommendation is subject to due diligence on its operations. Before committing to Beard Plc, it is important to test the demand, and ability of digital, capacity of supply and downside cash flows. Yet, since the current financial situation is not provided, the funding capacity is not assumed. A staged combination of available internal funds and term debt might be appropriate only when the liquidity, leverage and security and debt-service tests are not compromised. They may be considered as equity or asset finance, when they alleviate refinancing needs or better fit the asset and risk profile.
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[bookmark: _Toc243612740]1. Introduction
AstraZeneca Plc is a Science led global biopharmaceutical firm listed on the London Stock Exchange (LSE) and included in the FTSE 100 Index (London Stock Exchange, 2026). It works in oncology, biopharmaceuticals and rare diseases, where sustained finance is required owing to the research and manufacturing process or the long development cycles. Financial statements provide information on performance, position and cash flows, and ratios provide assistance with comparison (Atrill and McLaney, 2022; IFRS Foundation, 2018). Various factors, such as accounting policy, year end timing, inflation, acquisitions and business mix can impact on ratios (Barnes, 1987; Nissim and Penman, 2001). The profitability, liquidity, gearing, efficiency and investor measures are therefore linked, based on the 2025 audit statements, comparables for 2024 and balances for 2023 (averages required), which are provided by AstraZeneca (AstraZeneca, 2024; AstraZeneca, 2025a). The tying together of the ratios ends up sidelining one positive movement as proof of overall improvement in the financial aspects.
Beard Plc is interested in a four-year investment in a larger outlet, internet sales or the production of purses and wallets, alongside its existing high-quality handbag business. Time, risk and opportunity cost of funds (Brealey et al., 2023; Götze, Northcott and Schuster, 2015) are all aspects of investment appraisal. The NPV is a measure of present value added and the IRR is the rate that creates a zero NPV. Payback and accounting rate of return do not incorporate the time value analysis, but can be useful for simplicity and in liquidity screening (Drury and Tayles, 1997; Graham and Harvey, 2001; Siziba and Hall, 2021). Only the above 25% tax, straight-line allowances of 20% and only £1.5m divisible budget and cost of capital of 5% have been used in the analysis. Financing is dependent as Beard's balance sheet information, borrowing capacity and preferences are not available. The case, therefore, distinguishes between value creation and the liquidity screening and funding capacity, instead of considering it as a single decision.
[bookmark: _Toc243612741]2. Main Findings
[bookmark: _Toc243612742]2.1 Task 1: AstraZeneca Plc financial performance
[bookmark: _Toc243612743]2.1.1 Data, method and basis of calculation
The consolidated audited statements include the revenue, profit, assets, liabilities, inventory, trade receivables, debt and equity of the shareholder group. The main statements and cash generation (IAS 7) have been structured in the framework of IAS 1 (IFRS Foundation, 2022a; IFRS Foundation, 2022b). Reported EPS is prepared in accordance with the IAS 33 (IFRS Foundation, 2021a). Loans and lease liabilities are included in debt, under the IFRS rules. The IFRS rules state that most lease liabilities are recorded on the statement of financial position (IFRS Foundation, 2021b). The consolidated profit includes non-controlling interests, while profit attributable to owners of the Parent is disclosed separately.
When comparing flows over a period of time with balances at a given point in time, average inventory, receivables, capital employed and equity are used (Subramanyam, 2014; Fairfield and Yohn, 2001). Average denominators dampen any unusual closing balance, but can not perfectly capture any seasonality that occurs within the year. Total revenue is used as a proxy for credit sales since these are not disclosed. Answers are rounded to 2 decimal places and full working in Appendix B.




Table 1. AstraZeneca key ratios
	Category
	Ratio
	Basis
	2024
	2025
	Movement

	Profitability
	Gross profit margin
	Gross profit ÷ revenue
	81.12%
	81.90%
	+0.78 pp

	Profitability
	Operating margin
	Operating profit ÷ revenue
	18.50%
	23.40%
	+4.90 pp

	Profitability
	ROCE
	Operating profit ÷ average capital employed
	13.63%
	17.22%
	+3.59 pp

	Liquidity
	Current ratio
	Current assets ÷ current liabilities
	0.93x
	0.94x
	+0.01x

	Liquidity
	Quick ratio
	(Current assets − inventory) ÷ current liabilities
	0.74x
	0.72x
	−0.02x

	Gearing
	Gross debt to equity
	Interest-bearing loans ÷ total equity
	74.12%
	60.80%
	−13.32 pp

	Gearing
	Interest cover
	Operating profit ÷ finance expense
	5.74x
	8.11x
	+2.37x

	Efficiency
	Inventory turnover
	Cost of sales ÷ average inventory
	1.91x
	1.80x
	−0.11x

	Efficiency
	Trade receivables turnover*
	Revenue ÷ average gross trade receivables
	6.44x
	6.31x
	−0.13x

	Investor
	Return on equity
	Profit ÷ average total equity
	17.59%
	22.84%
	+5.25 pp

	Investor
	Basic EPS
	Reported basic EPS
	$4.54
	$6.60
	+45.37%

	Investor
	Dividend cover
	Basic EPS ÷ dividend declared
	1.46x
	2.06x
	+0.60x



[bookmark: _Toc243612744]2.1.2 Profitability
Revenue rose 8.63%, from $54,073 million to $58,739 million, while gross margin increased from 81.12% to 81.90%. While the improvement is good, the gross margin alone does not demonstrate improved production efficiency. Conclusions from the simple cross-firm approach are restricted by product mix, patents, royalties, supply arrangements and accounting classifications (Penman, 2013; Delen, Kuzey and Uyar, 2013).
Operating profit rose from $10,003 million to $13,743 million while operating margin went up from 18.50% to 23.40%. The R&D was up 4.78% compared to revenues, whereas the selling, general and administrative expense was nearly equal, and the restructuring costs dropped from $1,154 million to $237 million (AstraZeneca Plc, 2025a; AstraZeneca Plc, 2026). This resulted in a gain attributable to sales growth, operating leverage and lower restructuring charges, but may not be sustained due to the restructuring charges. The movement can not be considered just as general efficiency. However, the margin improvement due to less restructuring charges could be a one-off event in the year ahead.
The ROCE improved from 13.63% to 17.22% as operating profit grew faster than average capital employed. Fairfield and Yohn (2001) isolate the margin and turnover effects; Piotroski (2000) recommends interpreting the profitability and leverage and efficiency aspects. AstraZeneca's improved profitability must be considered alongside weaker inventory and receivables turnover which should be checked by management on cash conversion and working-capital control. Sustainable operating cash flows are most beneficial in higher accounting profits.
[bookmark: _Toc243612745]2.1.3 Liquidity and working capital
The current ratio (0.93:0.94) and the quick ratio (0.74:0.72) were below one due to the increase in inventory relative to liquid assets. A universal 2:1 ratio doesn't work due to the predictable receipts, facilities and rapid supplier cycles for big firms. However, sub-one coverage will reduce the disruption capacity and requires to be evaluated in terms of cash flows, maturities and funding access (Atrill, 2020; Palepu, Healy and Peek, 2020). Consider the need for headroom in a large group if there are delays in receiving, or disruption in markets.
Operating cash inflow grew by 22.88% to $14,575 million while cash rose from $5,488 million to $5,711 million (AstraZeneca, 2025a). However, increases in trade and other receivables and inventories of $1,728 million and $755 million, respectively, used up cash. As a result, cash generation continued to be good with a tight short term coverage. There is some good evidence, but not consistent. Operating cash flow and maturities of near-term debt are important to the Board to review prior to determining whether the small ratio movement is acceptable.
The relationship between working-capital and profitability is linked to the level of working-capital which is dependent on industry and risk (Deloof, 2003; García-Teruel and Martínez-Solano, 2007; Enqvist, Graham and Nikkinen, 2014; Anton and Nucu, 2021; Aldubhani et al., 2022). Reducing inventory excessively may weaken supply resilience. Aktas, Croci and Petmezas (2015) and Boisjoly, Conine and McDonald (2020) thus suggest an optimal level which isn't necessarily minimal. AstraZeneca need to adopt a more effective way of managing stock to differentiate strategic stock from slow or exposed stock, and to track the overdue stock by market. This is a way to do it, without adding up unnecessary cash in current assets.
[bookmark: _Toc243612746]2.1.4 Gearing and financing risk
The level of gross debt to equity was reduced from 74.12% to 60.80% because equity increased from $40,871 million to $48,719 million while borrowings (including leases) decreased from $30,295 million to $29,622 million. Net debt also decreased to $23,374m (AstraZeneca, 2025a). Debt reduction and retained value, therefore, contributed to an improvement in gearing, while leases included recognised the contractual obligation. The movement subsequently occurs on either side of the ratio and not just because of growth in the denominator.
The interest cover rose from 5.74 to 8.11 times, thus providing a better buffer over the finance expense. Fixed obligations and distress risk, however, need to be taken into account when considering the tax benefits of debt (Modigliani and Miller, 1958; Myers, 1984; Frank and Goyal, 2009). The Board should conduct stress tests on weaker sales and currency fluctuations as well as refinancing costs, since year-end ratios do not include exposure to maturity, rate, or covenant.
[bookmark: _Toc243612747]2.1.5 Efficiency
Average inventory grew faster than the cost of sales causing a drop in inventory turns from 1.91 to 1.80 times, as was consistent with the cash absorption. It could be due to capacity or perhaps length of supply chain or its resilience but doesn't prove it. They are thus questions posed not facts set forth in the accounts. Disruption can affect the working-capital results, and deviations from the optimum working-capital level can negatively affect the profitability (Demiraj, Dsouza and Abiad, 2022; Baños-Caballero, García-Teruel and Martínez-Solano, 2012).
Trade receivables turnover decreased from 6.44 to 6.31 times. The denominator is used appropriately using gross trade receivables and the 2023 comparator; total revenue is used as a proxy for unidentified credit sales. The change doesn't necessarily reflect weak control; it could be simply a change in the nature of the composition of customers or in how they are being collected. Overdue days, disputes, expected credit losses and country concentration (IFRS Foundation, 2021c) should be a focus point for management under the new IFRS 9 approach.
Efficiency, as a result, reveals the increased margins and ROCE: there were higher levels of inventory and receivables tied up. Nissim and Penman (2001) are in favour of separating operating and financing effects. AstraZeneca needs to make available unneeded working capital without compromising the quality of sales or supply. Volume, price, product-mix and collection effects should be specifically identified in monthly reporting, thus enabling corrective actions to be taken that focus on cause rather than an unnecessary reduction in working-capital.
[bookmark: _Toc243612748]2.1.6 Investor ratios
ROE rose from 17.59% to 22.84% as profit outpaced average equity, while EPS increased 45.37% from $4.54 to $6.60 (AstraZeneca, 2025a). The higher ROE also has less influence of an increase in financial risk as gearing decreases.
Dividend per share rose to $3.20 from $3.10 and cover v ratio jumped to 2.06 from 1.46, providing more of an earnings margin for dividends. This can help to rebuild and recover. These measures do not include market valuation and total shareholder return, though, and reported EPS may include 'exceptional items' and estimates, even though the IAS 33 share-count rules (IFRS Foundation, 2021a) have been applied. Therefore, distributions should be based on free cash flow, rather than on one investor ratio, as well as on pipeline investment and leverage.
[bookmark: _Toc243612749]2.1.7 Limitations of the analysis
When using ratio analysis, the statements are simplified but there is a limit on the data. These two years may be indicative of atypical restructuring or product events and annual balances may vary from the seasonal averages. Average denominators reduce, but do not eliminate, this weakness. Other accounting policies and estimates have an impact on R&D, impairment, provisions, acquisitions and currency translation. The IFRS Framework works to increase consistency, but does not create uniformity among business models (IFRS Foundation, 2018; Barnes, 1987).
Ratios do not include pipeline quality, patent expiry, regulation and clinical risk, and are historical. Not a matched peer benchmark is provided, which can lead to misinformation by therapeutic mix, geographic location, acquisition experience. There is also no matched peer so there is a greater ability to assess directionality within AstraZeneca as compared to relative ranking versus peers. Alternatively, ratio models can have sampling and stability issues (Balcaen and Ooghe, 2006), while combined measures tend to provide more information (Altman, 1968; Linares-Mustarós et al., 2022). The results do not predict what will happen in the future, nor do they eliminate uncertainty, rather they inform questions and decisions.

[bookmark: _Toc243612750]2.1.8 Recommendations to AstraZeneca’s Board
Table 2. Financial-management recommendations
	Action
	Specific recommendation
	Measure
	Expected effect

	Working-capital control
	Set inventory targets; review slow stock, overdue balances and disputes monthly.
	Turnover; operating cash flow
	Release cash without weakening supply.

	Cash-linked growth
	Show margin, cash-conversion and downside cases for major plans, with named owners.
	ROCE; margin; cash conversion
	Protect the improved return.

	Debt resilience
	Stress-test maturities, rates and covenants; repay expensive debt selectively.
	Debt/equity; interest cover; net debt
	Reduce refinancing risk.

	Distribution discipline
	Link dividends and buy-backs to free cash flow after R&D, capital and debt needs.
	Dividend cover; EPS; net debt
	Balance returns and innovation.

	Board dashboard
	Link thresholds, causes and actions instead of isolated ratio targets.
	All ratio groups
	Improve accountability.




The recommendations are based on greater profitability and financing strength, with lower liquidity and efficiency of working capital. Each target requires an owner, a tolerance and escalation path (Financial Reporting Council, 2024) for the 2024 UK Corporate Governance Code, which puts boards' feet on the ground with regards to risk management and material controls.

[bookmark: _Toc243612751]2.2 Task 2: Beard Plc capital investment appraisal
[bookmark: _Toc243612752]2.2.1 Case data and tax treatment
Beard Plc has three plans of £600,000, £900,000 and £1,000,000 for expanding their retail segment, developing internet sales and producing purses and wallets, respectively. With 25% tax and 20% straight-line allowances arising in the same year, annual allowances are £120,000, £180,000 and £200,000. The tax-adjusted project cash flow equals 75% of the pre-tax cash flow plus tax relief of 25% of the annual capital allowance. All residual value, inflation, working capital recovery and additional data are not assumed.




	After-tax project cash flow: (pre-tax cash flow × 75%) + (capital allowance × 25%)



Table 3. Beard Plc tax-adjusted cash flows (£000)
	Option
	Initial cost
	Annual allowance
	Year 1
	Year 2
	Year 3
	Year 4

	A: retail expansion
	600.00
	120.00
	105.00
	165.00
	187.50
	225.00

	B: internet sales
	900.00
	180.00
	210.00
	247.50
	307.50
	345.00

	C: purses and wallets
	1,000.00
	200.00
	237.50
	282.50
	350.00
	372.50



[bookmark: _Toc243612753]2.2.2 Net present value evaluation
NPV is the calculation of incremental discounted inflows less the initial investment. A positive NPV is a good sign for accepting the project if the forecast is appropriate and cost of capital is appropriate. At 5%, years one to four use factors of 0.952381, 0.907029, 0.863838 and 0.822702. The results are summarised in Table 4 and Appendix D shows the full working.
	Net present value: Σ[CFₜ ÷ (1 + 0.05)ᵗ] − initial investment



Table 4. NPV and profitability-index results at 5% (£000)
	Option
	Initial cost
	PV of inflows
	NPV
	PI
	Decision

	A: retail expansion
	600.00
	596.74
	−3.26
	0.9946
	Reject

	B: internet sales
	900.00
	973.95
	73.95
	1.0822
	Accept

	C: purses and wallets
	1,000.00
	1,091.23
	91.23
	1.0912
	Accept; rank 1



The costs must be separated into both Option A and B & C and then Option A should be rejected as it loses £3.26 thousand, whereas B and C will gain in value. However, if a single option is needed then C is the better option as its NPV (£91.23 thousand) and its PI are higher. When the projects are mutually exclusive and the projects vary in size, it is more useful to consider the absolute increase of owner value (Brealey et al., 2023; Götze, Northcott and Schuster, 2015).
[bookmark: _Toc243612754]2.2.3 Approximate IRR of Option C
The rate that gives the NPV value of zero is defined as IRR. Option C’s NPV is £13.75 thousand at 8% and −£10.18 thousand at 9%; interpolation and iteration both give 8.57%, or about 8.6%. This is the limit of cost of capital which is more than 5%, hence IRR has agreed with NPV.
	Interpolated IRR: 8% + [13.75 ÷ (13.75 + 10.18)] × 1% = 8.57%



Table 5. Option C IRR check
	Discount rate
	PV of Option C inflows (£000)
	NPV (£000)

	8%
	1,013.75
	13.75

	9%
	989.82
	−10.18

	Iterative result
	1,000.00
	0.00 at approximately 8.57%



[bookmark: _Toc243612755]2.2.4 Why NPV is the primary decision method
NPV takes into account the time value, all incremental cash flows, risk and financing opportunity cost (Arnold and Lewis, 2019; Drury and Tayles, 2021; Ross et al., 2022). If the result is positive then the benefits will be discounted relative to the resources committed: additivity is particularly useful when resources are limited. A wide range of discounted cash flow and increasingly complex appraisal (DCF) is also found in surveys (Kim et al., 2021; Siziba and Hall, 2021; Graham and Harvey, 2001). This can help reinforce decisions but is unable to improve bad forecasts (Purnamasari and Adriza, 2024; Darmansyah, Ali and Parveen, 2025).
NPV is still very much dependent on volume, margin, timings, tax and discount rate assumptions. There may be other cash-flow risks covered by one rate. The traditional NPV method undervalues options to delay, expand or abandon, and uncertainty and organisational conditions impact on the use of the method (Verbeeten, 2006; Trigeorgis, 1993). To support it, sensitivity, scenarios, and real-option thinking should be supported.
IRR will report a percentage return, but can yield multiple rates of return if flow is non-conventional, and can be misleading for NPV ranking. It is well documented that theory-practice gap and misuse of this exist (Drury and Tayles, 1997; Bennouna, Meredith and Marchant, 2010). Although the flows are traditional, C is chosen as it has a higher NPV as 8.57% is greater than 5%.
[bookmark: _Toc243612756]2.2.5 Why non-discounting methods remain popular
These are easy to calculate and understand, and are still popular for payback and ARR calculations. Payback emphasizes cash recovery, whereas ARR relates to accounting performance, when cash is relevant because of liquidity or technological change or because of trouble in the distant future. There are firms that are using more than one method (Sandahl and Sjögren, 2003; de Andrés, de Fuente and San Martín, 2015).
Simple payback, however, ignores the time value of money and cash flows after payback, while ARR depends on accounting policies and depreciation. Both can be mis-ranked if their assumptions are not appreciated (Drury and Tayles, 1997). They are complementary screens, not in place of NPV. There may be several reasons for corporate constraints, and Beard would be able to set up a discounted payback, or a cash burn, and still use NPV as the last measurement (Graham and Harvey, 2001).
[bookmark: _Toc243612757]2.2.6 Other factors before approval
Table 6. Non-financial and risk factors
	Factor
	Board question and action

	Demand and competition
	Test demand, price, repeat purchase and cannibalisation; brand fit alone is insufficient.

	Operational capability
	Assess suppliers, quality, lead times, skills, packaging, fulfilment and returns.

	Risk and sensitivity
	Recalculate NPV for lower volume or margin, delay and higher cost; identify break-even drivers.

	Strategy and flexibility
	Test product-range fit and whether staging, piloting or abandonment reduces downside.

	Tax and regulation
	Confirm allowance eligibility and consumer, data, employment and product obligations.

	Sustainability and reputation
	Review sourcing, labour, waste, durability and traceability.

	Governance and review
	Set approval gates, owners, benefit tracking and post-completion review.



A business case should include strategy, delivery and risk and cash flows. The Green Book's approach of breaking down impacts into costs, benefits, risks and non-monetised effects is applicable outside of the public sector (HM Treasury, 2026). Beard needs to independently challenge forecasts and employ clear gates (Jensen, 1986; Trigeorgis, 1993) because an optimistic outlook and lack of information can reduce investment. Customer testing, capacity and ownership of implementation of suppliers must support the cash flows in option C so that it can be implemented.
[bookmark: _Toc243612758]2.2.7 Sensitivity and decision risk
Base NPV of option C is a point estimate. With the above tax and allowance, a 10% decrease in the pre-tax inflows decreases the NPV from £91.23 thousand to −£0.17 thousand, a 10% increase in the pre-tax inflows increases the NPV to £182.62 thousand. Therefore, nearly all value is removed by an operating cash change of approximately 10% which makes the sales and contribution evidence very critical.
If all after-tax project inflows, including allowance tax relief, occur one year later, then the NPV is reduced to £39.26 thousand, but if the cost of the initial investment is increased by 10%, with capital allowances held unchanged, then the NPV is reduced to −£8.77 thousand. These are individual tests; worse if the sales decline and the overrun and delay were all at the same time. The probabilities of scenarios are not available so no expected monetary value is calculated.
Table 7. Option C sensitivity analysis
	Scenario
	Change tested
	NPV (£000)
	Indication

	Base case
	Stated cash flows and £1,000k initial cost
	91.23
	Accept

	10% lower pre-tax inflows
	Each stated operating inflow reduced by 10%
	−0.17
	Marginally reject

	10% higher pre-tax inflows
	Each stated operating inflow increased by 10%
	182.62
	Accept

	One-year delay
	All after-tax inflows, including allowance tax relief, received one year later
	39.26
	Accept, with lower value

	10% initial-cost increase
	Initial cost rises to £1,100k; capital allowances are unchanged
	−8.77
	Reject



Sensitivity indicates where information is important and not probability of scenarios. The Board should develop integrated base case, downside case and severe downside cases with break even sales and early warning owners, and get customer evidence and supplier quotes and an implementation plan. Decision Gates are linked to cost and sales evidence to verify the cost and sales prior to each decision. A pilot can leave an opportunity to the table and/or revise the design, as per real-options theory (Trigeorgis, 1993).
[bookmark: _Toc243612759]2.2.8 Divisible capital rationing
The brief says that the projects are divisible and that Beard Plc has a capital budget of £1.5 million. Hence the projects are in the order of their profitability indices: Option C has the highest profitability index of 1.0912, Option B has the second highest profitability index of 1.0822 and Option A has the lowest profitability index of 0.9946. Beard should spend £1.0 million on Option C and spend £0.5 million on 55.56% of Option B. Option A should not be considered since its profitability index is less than 1.0 and its negative NPV will have a detrimental impact on shareholder value, while option B is a partial investment and will generate an additional £41.08 thousand NPV.
	Profitability index: present value of future cash inflows ÷ initial investment



Table 8. Optimal divisible investment policy
	Option
	PI
	Fraction taken
	Capital used (£000)
	NPV contribution (£000)

	C
	1.0912
	100.00%
	1,000.00
	91.23

	B
	1.0822
	55.56%
	500.00
	41.08

	A
	0.9946
	0.00%
	0.00
	0.00

	Total
	—
	—
	1,500.00
	132.31



This outcome is based on the assumption in the brief that the projects are divisible and that the cash flows, the risks and benefits vary in direct proportion to the portion of the project that is undertaken. The Internet, product and retail investments, however, may include fixed costs which cannot be apportioned. The Board should ensure that 55.56% of Option B is operationally feasible prior to approval. If there is no real possibility of splitting the project it should be reviewed by Beard to see what combinations of whole projects are realistic within the capital limit (£1.5m).
[bookmark: _Toc243612760]2.2.9 Financing the investment programme
No financing source can be identified as best or cheapest as the balance sheet, ownership and facilities of Beard are not available. Cash reserves, working capital, leverage, security and covenants and debt service are all tests on financing. While there may be information gaps that are favourable to internal funds, and then debt and equity (Myers and Majluf, 1984), the end product is a mix between information and risk and flexibility.
Table 9. Critical comparison of financing sources
	Source
	Advantages
	Disadvantages
	Application to Beard

	Retained earnings
	No issue cost or dilution; flexible.
	Reduces liquidity and may constrain working capital.
	Use only verified surplus above contingency needs.

	Bank term loan
	Matches multi-year assets and preserves ownership.
	Repayments, security, covenants and rate risk.
	Require stressed debt-service headroom.

	New equity
	No mandatory repayment; absorbs risk.
	Dilution, valuation, issue cost and possible control loss.
	Consider if leverage or project risk is high.

	Asset finance or leasing
	Matches payment to asset use and protects cash.
	Overall cost, restrictions and residual-value terms.
	Use for eligible assets, not operating losses.

	Government-backed lending
	Guarantee may improve eligible firms’ access.
	Still debt; eligibility, fees and assessment apply.
	Check the Growth Guarantee Scheme.

	Staged or partner finance
	Limits exposure and permits learning.
	May delay benefits or share control and returns.
	Useful for pilots or weak demand evidence.


The tax and agency/distress effects are not identical for debt and equity. While in a frictionless benchmark, financing is irrelevant, when there are taxes, information and distress, financing is important (Modigliani and Miller, 1958; Myers, 1984; Frank and Goyal, 2009). Access is influenced by size, age and information, and leasing can help to alleviate constraints (Berger and Udell, 1998; Cassar, 2004; Sharpe and Nguyen, 1995).
Smaller businesses in the UK rely on finance from banks, assets and equity, though the costs and availability of these types of finance do vary (British Business Bank, 2025; British Business Bank, 2026; OECD, 2024). Extension of rationing can be achieved without the loss of assessment or repayment risk, for example through guarantees. (Cowling, 2010). The Growth Guarantee Scheme can be used to support eligible lending but Beard will still be liable (Department for Business and Trade, 2024).
Beard should invest after performing due diligence: if it has surplus cash, then it should be used for a pilot; term debt should finance long-term assets only if stressed cash flows support repayments and covenant compliance. Equity or partner finance may be appropriate where leverage or demand risk is high. All the proposed facilities must be assessed with regard to overall costs, repayment terms, security, covenants and resilience taken into account in the same downside scenario as the project. This is, of course, to ensure that liquidity is not created without capacity.
Approval should include original assumptions, mandatory monthly delivery and cash reporting and review for completion. Variances in volume, price, cost, delay and financing separate out to better enable accountability and provide a measurement of the benefits promised.
[bookmark: _Toc243612761]2.2.10 Recommendation to the Board
Beard Plc should go for option C as it is the best investment with the highest positive NPV of £91.23 thousand and an estimated IRR of around 8.57%, which is higher than the required rate of 5%. Given that the capital is limited to £1.5 million, Beard should invest in 100% of Option C and 55.56% in Option B. The total NPV of this portfolio is expected to be around £132.31 thousand. The NPV of option A is negative at around £3.26 thousand so it should be rejected. However, the recommendation is still subject to proper diligence related to demand, operational expenses, timing of implementation, taxation and the feasibility of splitting the implementation of Option B.
It has been impossible to identify any financing source as the best or cheapest as Beard's balance sheet, ownership structure, cash reserves, borrowing capacity and finance facilities are not provided. Internal finance could be considered if there is verified surplus cash in excess of working-capital and contingency needs for a staged pilot. Only a term loan or an asset finance is recommended if there are stressed cash-flow projections that there is enough capacity to repay and covenant headroom. If leverage and/or project risk are high, equity finance or a business partner might be more appropriate. Thus, the Board should consider the cost of financing, the repayment schedule, the security requirements, the dilution of ownership, the flexibility and downside resistance of the financing before taking its final decision. The process of approval should also involve documented assumptions, staged decision points and monthly delivery/cash-flow reporting and regular investigation of cost, revenue and timing variances.
[bookmark: _Toc243612762]3. Conclusion
Overall AstraZeneca showed improvement of its 2025 performance. The increase in revenue was accompanied by higher profit growth and lower restructuring charges which positively contributed to the hike in operating margin from 18.50% to 23.40% and ROCE from 13.63% to 17.22%. The ROE, EPS and dividend cover all went up while the debt to equity ratio went down and the interest cover went up. So, the financing resilience and the earning ability also increased.
But liquidity remained constrained as the current ratio remained below 1.0, the quick ratio decreased and inventory and receivables turnover slowed. Good operating cash flow means immediate concerns are reduced but not eliminated, as good cash flow does not equate to control. AstraZeneca ought to focus on the working capital by market segment, push for stock reduction and debt recovery, correlate growth with cash conversion and ROCE, and test their debt and payout policy.
For Beard Plc, Option A’s NPV is −£3.26 thousand, B’s is £73.95 thousand and C’s is £91.23 thousand. The best single investment is option C (purses and wallets) with an IRR of approximately 8.6%, exceeding the 5% cost of capital. If the £1.5 M projects can be divided, then NPV is maximised at £132.31 thousand with an investment of £1.0 million in C and a 55.56% investment in B.
Primary is NPV, as it treats all incremental cash flows, risk and timing, but still the quality of the forecasts is important. Beard needs to run a demand, cost, delay and downside analysis, and then use payback as a liquidity filter. If there are no financial statements then no funding source is final. Staged approach may be more appropriate when internal cash surplus and term debt are appropriate when liquidity and stressed debt service are satisfactory; equity, partnership or asset finance may be more appropriate for absorbing risk. Approval should not be based on tax treatment alone, project divisibility and sufficient financing headroom should be considered.
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Source: AstraZeneca (2025a), Consolidated Statement of Comprehensive Income and Consolidated Statement of Financial Position. Parentheses indicate expenses or liabilities.

Table A1. Extracted consolidated financial data
	Item
	2024 ($m unless stated)
	2025 ($m unless stated)

	Revenue
	54,073
	58,739

	Cost of sales
	10,207
	10,633

	Gross profit
	43,866
	48,106

	Operating profit
	10,003
	13,743

	Finance expense
	1,742
	1,694

	Profit for the period
	7,041
	10,233

	Current assets
	25,827
	28,723

	Inventories
	5,288
	6,557

	Gross trade receivables
	8,335
	10,289

	Cash and cash equivalents
	5,488
	5,711

	Total assets
	104,035
	114,074

	Current liabilities
	27,866
	30,617

	Interest-bearing loans incl. leases
	30,295
	29,622

	Total equity
	40,871
	48,719

	Net cash inflow from operating activities
	11,861
	14,575

	Net debt
	24,570
	23,374

	Basic EPS ($)
	4.54
	6.60

	Dividend declared per share ($)
	3.10
	3.20



Source: AstraZeneca (2024; 2025a), including notes to the financial statements.
[bookmark: _Toc243612766]Appendix B: AstraZeneca ratio workings
Table B1. Ratio calculations
	Ratio
	2024 calculation
	2024
	2025 calculation
	2025

	Gross profit margin
	43,866 ÷ 54,073 × 100
	81.12%
	48,106 ÷ 58,739 × 100
	81.90%

	Operating margin
	10,003 ÷ 54,073 × 100
	18.50%
	13,743 ÷ 58,739 × 100
	23.40%

	ROCE
	10,003 ÷ [(70,577 + 76,169) ÷ 2] × 100
	13.63%
	13,743 ÷ [(76,169 + 83,457) ÷ 2] × 100
	17.22%

	Current ratio
	25,827 ÷ 27,866
	0.93x
	28,723 ÷ 30,617
	0.94x

	Quick ratio
	(25,827 − 5,288) ÷ 27,866
	0.74x
	(28,723 − 6,557) ÷ 30,617
	0.72x

	Gross debt/equity
	30,295 ÷ 40,871 × 100
	74.12%
	29,622 ÷ 48,719 × 100
	60.80%

	Interest cover
	10,003 ÷ 1,742
	5.74x
	13,743 ÷ 1,694
	8.11x

	Inventory turnover
	10,207 ÷ [(5,424 + 5,288) ÷ 2]
	1.91x
	10,633 ÷ [(5,288 + 6,557) ÷ 2]
	1.80x

	Trade receivables turnover
	54,073 ÷ [(8,452 + 8,335) ÷ 2]
	6.44x
	58,739 ÷ [(8,335 + 10,289) ÷ 2]
	6.31x

	ROE
	7,041 ÷ [(39,166 + 40,871) ÷ 2] × 100
	17.59%
	10,233 ÷ [(40,871 + 48,719) ÷ 2] × 100
	22.84%

	Dividend cover
	4.54 ÷ 3.10
	1.46x
	6.60 ÷ 3.20
	2.06x



Capital employed = total assets − current liabilities. The 2023 figures used in average balances are: capital employed $70,577m; inventory $5,424m; gross trade receivables $8,452m; and total equity $39,166m.
[bookmark: _Toc243612767]Appendix C: Beard Plc after-tax cash-flow workings
Table C1. Tax-adjusted cash flows (£000)
	Option
	Cost
	Allowance
	Year 1
	Year 2
	Year 3
	Year 4

	A
	600.00
	120.00
	100×0.75 + 120×0.25 = 105.00
	180×0.75 + 120×0.25 = 165.00
	210×0.75 + 120×0.25 = 187.50
	260×0.75 + 120×0.25 = 225.00

	B
	900.00
	180.00
	220×0.75 + 180×0.25 = 210.00
	270×0.75 + 180×0.25 = 247.50
	350×0.75 + 180×0.25 = 307.50
	400×0.75 + 180×0.25 = 345.00

	C
	1,000.00
	200.00
	250×0.75 + 200×0.25 = 237.50
	310×0.75 + 200×0.25 = 282.50
	400×0.75 + 200×0.25 = 350.00
	430×0.75 + 200×0.25 = 372.50





[bookmark: _Toc243612768]Appendix D: Beard Plc NPV workings at 5%
Table D1. Option A NPV
	Year
	After-tax cash flow (£000)
	Discount factor 5%
	Present value (£000)

	0
	-600.00
	1.000000
	-600.00

	1
	105.00
	0.952381
	100.00

	2
	165.00
	0.907029
	149.66

	3
	187.50
	0.863838
	161.97

	4
	225.00
	0.822702
	185.11

	NPV
	—
	—
	-3.26



Table D2. Option B NPV
	Year
	After-tax cash flow (£000)
	Discount factor 5%
	Present value (£000)

	0
	-900.00
	1.000000
	-900.00

	1
	210.00
	0.952381
	200.00

	2
	247.50
	0.907029
	224.49

	3
	307.50
	0.863838
	265.63

	4
	345.00
	0.822702
	283.83

	NPV
	—
	—
	73.95



Table D3. Option C NPV
	Year
	After-tax cash flow (£000)
	Discount factor 5%
	Present value (£000)

	0
	-1,000.00
	1.000000
	-1,000.00

	1
	237.50
	0.952381
	226.19

	2
	282.50
	0.907029
	256.24

	3
	350.00
	0.863838
	302.34

	4
	372.50
	0.822702
	306.46

	NPV
	—
	—
	91.23




[bookmark: _Toc243612769]Appendix E: Option C IRR and capital-rationing workings
Table E1. Option C interpolation points (£000)
	Rate
	Year 1 PV
	Year 2 PV
	Year 3 PV
	Year 4 PV
	NPV (£000)

	8%
	219.91
	242.20
	277.84
	273.80
	13.75

	9%
	217.89
	237.77
	270.26
	263.89
	-10.18



Table E2. Capital-rationing calculation
	Option
	PI calculation
	PI
	Capital (£000)
	NPV contribution (£000)

	C
	1,091.23 ÷ 1,000.00
	1.0912
	1,000.00
	91.23

	B
	973.95 ÷ 900.00
	1.0822
	500.00
	73.95 × 500/900 = 41.08

	A
	596.74 ÷ 600.00
	0.9946
	0.00
	0.00

	Total
	—
	—
	1,500.00
	132.31
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