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[bookmark: _Toc203756896]Executive summary
This report shows the analysis of the financial performance and investment decisions of Imperial Brands Plc. The profitability, gearing, liquidity, efficiency, and investor ratios are estimated for the two financial years 2024 and 2023. These ratios are checked to show important trends, the factors behind any changes, and to acknowledge the ratio analysis. These findings help the company to strengthen its financial management, work more efficiently, and achieve sustainable investor returns.  The company evaluates three investment options using the NPV technique, assuming a 6% cost of capital, which is shown in the appendix. An approximate Internal Rate of return for the recommended option is calculated. Some companies still use methods that don't include discounting and other non-financial factors that can affect investment choices. Finally, the report finds the best investment plan for Imperial Brands Plc when money is tight, so the money can get the highest total NPV.
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[bookmark: _Toc203756897]Introduction
Introduction: Imperial Brand plc is a dynamic, international fast-moving consumer goods company dedicated to a healthier future while also providing adults around the world with moments of enjoyment and relaxation. Imperial brand operates in about 120 markets and has developed a strategy based on well-defined pillars, specific strengths, and disciplined implementation. The company's main vision is to build a strong challenger business driven by responsibility, choice, and focus. Imperial Brands aims to balance its renewed tobacco business with the expansion of its next-generation product. The company provides adult smokers with reliable alternatives that can help them quit smoking when there is clear demand from consumers. Imperial brand strengthens its position in its five key tobacco markets, which deliver around 70% of its profit, by investing in strong brands and stable pricing. The company continues to generate cash flow with £2.4 billion in free cash flow for the financial year 2024. The company's clear capital ensures steady dividends, low debt, and strong shareholder returns, including a £1.25 billion buyback in the financial year 2025. Imperial Brands also made a strong commitment to sustainability, has an ambitious goal to make its direct activities carbon neutral by 2030, and remains committed to lowering its scope 1 and scope 2 greenhouse gas emissions (Imperial, 2024)
[bookmark: _Toc203756898]Part 1
[bookmark: _Toc203756899]Computation of Profitability Ratios for the financial year 2024 and 2023
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Figure 2
Interpretation
The profitability ratios are interpreted to analyze the trend of the profit of the company for the past two consecutive financial years. The revenue of the company has slightly declined in the current year, signifying that the company is experiencing challenges in attracting customers from the given product type(Nariswari and Nugraha, 2020). The gross profit has slightly increased in the current year to 20.98% from 20.57% indicating that the cost of sales has appropriately reduced. The same enhancing trend has been observed for the operating margin, indicating that the company is constantly reducing its expenses for the execution of the operational activities and hence increasing the profit simultaneously. The administrative and other expenses have declined to £842 million from £940 million prevailing in the prior year, delivering a fruitful signal to the company(Husain and Sunardi, 2020). The higher margin signifies that the undertaken efforts were delivering benefits to the company in the long run. Further, a reduction in direct costs and indirect costs has enabled a company to increase the net margin by around 1% in the current year when the results have been compared to the previous year. The net profit of the company in the current year has reached £2747 million, thereby denoting a net margin of 8.48%. However, the net margin of the company for the previous year was limited to 7.56% signifying that the company is unable to derive a higher profit margin. The enhancement in the profit margin indicates that the company is effectively reducing its expenses. Further, in the analysis of the return on capital employed and return on assets, it has been observed that the performance has slightly increased to 21.72% and 12.77% respectively in 2024 from 19.43% and 11.57% respectively(Al Maani, Alawad, and Karaki, 2021). As the company is deriving net profit, the return on capital employed and the return on assets have also increased, indicating that assets and the capital employed have been effectively utilized to deliver the best return. The situation of the company is slightly improving from year to year, delivering a fruitful signal as this would lead to the maximization of the shareholders' wealth and a better expansion process. The development of the company can only take place when the operations of the company are being properly and effectively undertaken and deliver a positive result. In the current scenario, as the company is effectively minimising its cost of sales related to the direct cost and administrative cost related to indirect cost, performance has also improved accordingly. However, the finance cost has increased massively to £534 million in 2024 from £298 million, indicating that the company is undertaking a long-term loan for the successful accomplishment of the stated objectives(Mohammed et al., 2020). Such a rise in finance expenses has led to a decline in the net profit of the company. Hence, the company should focus onbetter management of expenses to fund the long-term project with minimum borrowings (Atabaeva et al., 2022). The enhancement in the borrowing would accordingly raise the financial burden due to a rise in the financial obligation, and such a process is not fruitful for effective business decisions.
[bookmark: _Toc203756900]Computation of Liquidity Ratios for the financial year 2024 and 2023
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Figure 4
Interpretation
The current ratio indicates how well Imperial Brands can cover its short-term obligations with its short-term assets. In 2024, the ratio of 2.428 is slightly lower than 2.478 in 2023, but still indicates that the company has good quality. According to the balance sheet, the company's current assets amount to £8,196 million (comprising goods, cash, and receivables), and current liabilities stand at £11,462 million, mainly due to high payables and borrowings. The minor decline in the ratio was due to a small reduction in inventories and cash, while current liabilities really didn’t change. The current ratio means the group maintains a comfortable buffer to meet its obligations as they fall due. With different ways to borrow money and steady cash flow from operations, this shows the group manages its money wisely. Investors and lenders are reassured that the group’s short-term bills can be paid easily. The quick ratio measures a company’s ability to pay short-term debts without relying on inventory, and is 2.072 for 2024, showing a slight dip from 2.098 in 2023. Based on the balance sheet, quick assets are £4,116 million. This worked out by taking out the inventories £4,080 million from total current assets £8,196 million. Most of the quick assets include cash £1,078 million and outstanding customer payments £2,645 million. These quick assets easily cover the current bills of £11,462 million, showing a strong quick ratio. The small decrease is due to lower cash and stock levels, which shows better control of working capital and improved inventory management. There is a small drop, but still the ratio stays strong, showing that Imperial Brands can easily pay its short-term debts without needing to sell its stock, which is reassuring during economic fluctuations. This financial net, combined with a spare cash reserve and a stable debt mix, helps the group stay adaptable and ready to cover any unexpected expenses (Wijaya and Sedana, 2020).
[bookmark: _Toc203756901]Computation of Solvency Ratios for the financial year 2024 and 2023
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Figure 6
Interpretation
The solvency ratios are interpreted to analyze the participation of internal funds and external funds in the execution of the long-term and short-term business activities. The higher deployment of external funds in the organization's capital structure would entail high interest payments, thereby reducing the profit margin accordingly(Syarifah, 2021). This procedure is not fruitful for the shareholders' wealth, as a major chunk of profit is being taken away by the borrowers, thereby leaving a minimized profit margin for the shareholders to enjoy. Therefore, the minimum contribution of external funds in the organization's capital structure is always preferred, thereby enhancing the profit margin. In the given scenario, the debt equity has reached the highest level at 3.615 in 2024 from 3.440 in the previous year, indicating that the company is entirely dependent on external funds for the effective functioning and completion of the long-term proposals (Makrelov, Davies, and Harris, 2021). The company is unable to gather internal funds for its respective operations and hence ends up paying an elevated amount on interest expenses to the external borrowers. Further, the rise in the solvency ratios also enhances the financial risk, and hence, the going concern becomes questionable for the shareholders. The situation of the company is shaky due to the massive participation oflong-term debts.  Further, the debt-assets ratio, which was limited to 0.777 in the previous year, has sharply increased to 0.783 in the current year, indicating that the company's assets are financed from an external source of finance. Such a process is not effective in the long run, as the company has to pay a high amount of interest expenses on the principal amount(Rudianto, 2022). The interest coverage ratio has declined massively in the current year to 6.655 from 11.416 in 2023, indicating that an increase in interest expense has reduced the ratio massively. This situation delivers an alarming signal to the effective shareholders and the management of the company, and hence, they should take noteworthy actions that would focus on the improvement of the solvency ratio by minimizing debt funds. 	
[bookmark: _Toc203756902]Computation of Efficiency Ratios for the financial year 2024 and 2023
[image: A screen shot of a computer

AI-generated content may be incorrect.] 
Figure 7
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Figure 8
Interpretation
The efficiency ratio is interpreted to analyze the business efficiency in the utilization of the non-current and current assets for the selected financial year. This process is employed to understand whether the company is effectively employing its available resources of assets or not, and accordingly take effective decisions to improve the aforesaid condition. In this sector, three ratios have been performed for the effective analysis that include debtor's days, creditor's days, and stock days. The debtor's days are interpreted to analyze the time taken by the company in the collection of the dues from its respective customers. The higher ratio would signify that the company has a longer time, and vice versa. In the given scenario, the company's collection time has increased to 29.79 days from 27.99 days, indicating that the company is struggling to collect the dues from the dedicated customer, thereby signifying unfavorable conditions as the fund availability would create a hindrance in the smooth functioning of the business (Nuriah, Laba, and Sobarsyah, 2020). The rising trend of the debtor's days would create a financial crunch in the enterprise, and hence, short-term obligations would not get paid in a timely manner, leading to multiple fines and penalties. Further, in creditors' days, it has been noticed that the company is taking equal time for both consecutive years for the payment to the creditors, that is, 135 days. Such an extended time period would not be appreciated by the creditor in the long run, and hence the relationship between creditors and the organization would not be effectively maintained(Kayedppour et al., 2021). The short-term obligation is not getting paid timely, which may further create issues while executing the operating activities. The creditor may halt materials due to non-payment for a longer time. In the analysis of stock days, it has been observed that the clearance process of the inventory has reduced to 58.10 days from 63.99 days, indicating that stock is getting replaced in a shorter time when compared to the previous year's performance. As the situation is improving for the stock days, the trend is effective. 
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Figure 10
Interpretation
The investment ratio is interpreted to analyze the return to the effective shareholders on the basis of the capital employed. The earnings per share of the company were limited to £252.40 in 2023, which further enhanced to £300 in the current year, indicating that the return has enhanced, which is due to the reduction in the shareholders' equity. The shareholders are withdrawing their capital from the company due to the prediction of higher risk, and hence, this situation leads to extensive borrowings, which are not favorable in the long run. Although the earnings per share have improved in the current year, such improvements are due to the reduction in the equity shareholders. Further, the price earnings ratio, which was standing at 8.37 in the previous year, has declined to 6.18 in the current year, indicating that the company's market share is declining. The reputation of the company is falling, and such a trend does not signify a favourable pattern for the upcoming period. 
[bookmark: _Toc203756904]Limitations of Ratio Analysis
Ratio analysis: The drawbacks of the ratio analysis can be:
1. Limitation of Accounting data: Ratio analysis depends on the past accounting records, which could have mistaken or missing information and may not accurately show the real financial situation. 
1. Lack of standard levels: There are no universally accepted standard ratios; therefore, the interpretation can differ from one analyst to another and may vary across different industries. 
1. Ignores price level changes: It does not take into account any changes in the inflation or deflation in the value of money, so the financial records become outdated and misleading in times when price fluctuates (Frenkel, 2019).
1. Forecasting: Ratios use the old information, and because of this, the company cannot predict the future on its own. To plan well, the company needs to combine or use other methods to forecast what might happen next. 
1. Variations in accounting practices: Different companies used different types of methods, such as inventory valuation and depreciation, which makes the comparison difficult (Aliganyira,2019).
[bookmark: _Toc203756905]Recommendation
The company should improve the capital structure to mitigate debt funds and start seeking funds from internal sources, which would allow deriving higher profit, thereby mitigating interest expenses simultaneously. The higher deployment of external finance in long-term projects reduces the ultimate margin, thereby delivering an ineffective signal to the company. The company is entirely dependent on external funds for effective functioning. Hence, the company needs to choose a different roadmap that would concentrate on the earnings from the internal funds only. The company should stop borrowing from external sources, and any projects that need additional deployment of funds should not be undertaken. Further, the collection process should be improved by making an effective strategy, such as training of staff to collect dues within the prescribed time frame. The sales revenue should be improved to derive higher profit. The company should execute the research process about the declining sales, as this process would enable an organization to form the product model effectively. The payment process towards settlement of creditors should be made more frequently, as this situation would improve the relationship with creditors, and various discounts would also be availed due to regular, prompt payments.
[bookmark: _Toc203756906]Conclusion
The above-discussed literature reveals that the performance of the company is not up to the mark, and hence the company should execute necessary adequate measures that would improve the overall performance. The company's profit margin has not even exceeded 10% indicating that the company's direct and indirect costs are massive, and hence generating profit is a challenging task. Further, the solvency ratio is following a rising trend, which leads to a fall in the profitability margin due to a massive rise in the financial burden. The enhancement in the external finance has made the situation risky for the company to sustain for a longer time. The operations of the company are not working effectively, which in turn creates issues in the normal functioning of the business processes.
[bookmark: _Toc203756907]Part 2
[bookmark: _Toc203756908]Solution a
For the given scenario, the company is identifying three alternative solutions for the business expansion process. All models have a four-year plan, which would involve different expenditures for each model. The discounting Arte has been taken at 6% per annum for the entire model along with the corporation tax of 25% and capital allowances of 20%. 
NPV is the process by which the company estimates the cash flow for the given projects by the application of a discounted factor (Gong et al., 2023).
[bookmark: _Toc203756909]Model A: Expansion of its Flourishing retail outlet to include all products
The cost of the capital allowances is £600,000
Calculation of Net profit after tax and net cash flow for the stated model
	 
	in  (£’000)  

	Year
	1
	2
	3
	4

	Cash flows
	200
	300
	400
	500

	Less: Depreciation
	120
	120
	120
	120

	Net profit before tax
	80
	180
	280
	380

	Less: Corporation tax @ @25%
	20
	45
	70
	95

	Net Profit after tax
	60
	135
	210
	285

	Add back: Depreciation
	120
	120
	120
	120

	Net cash flows
	180
	255
	330
	405


 
Calculation of the discounted cash flow for the stated model
	Year
	Cash flows £’000
	DR@6%
	Discounted Cash Flows (£'000)

	0
	-600
	1
	-600

	1
	180
	0.943
	169.81

	2
	255
	0.890
	226.95

	3
	330
	0.840
	277.07

	4
	405
	0.792
	320.80

	NPV
	394.63


 
[bookmark: _Toc203756910]Model B: Development into internet sales	
The capital allowance for this model is £1,000,000
Calculation of Net profit after tax and net cash flow for the stated model
	 
	in  (£’000)  

	Year
	1
	2
	3
	4

	Cash flows
	400
	450
	650
	980

	Less: Depreciation
	200
	200
	200
	200

	Net profit before tax
	200
	250
	450
	780

	Less: Corporation tax
	50
	62.5
	112.5
	195

	Net Profit after tax
	150
	187.5
	337.5
	585

	Add back: Depreciation
	200
	200
	200
	200

	Net cash flows
	350
	387.5
	537.5
	785


 
Calculation of the discounted cash flow for the stated model
	Year
	Cash flows £’000
	DR@6%
	Discounted Cash Flows (£'000)

	0
	-1000
	1
	-1000

	1
	350
	0.943
	330.19

	2
	387.5
	0.890
	344.87

	3
	537.5
	0.840
	451.30

	4
	785
	0.792
	621.79

	NPV
	748.15


 
[bookmark: _Toc203756911]Model C: Production of Curtains and Roman Blinds
The capital allowance for this model is £1,600,000
Calculation of Net profit after tax and net cash flow for the stated model
	 
	in  (£’000)  

	Year
	1
	2
	3
	4

	Cash flows
	400
	700
	850
	1100

	Less: Depreciation
	320
	320
	320
	320

	Net profit before tax
	80
	380
	530
	780

	Less: Corporation tax
	20
	95
	132.5
	195

	Net Profit after tax
	60
	285
	397.5
	585

	Add back: Depreciation
	320
	320
	320
	320

	Net cash flows
	380
	605
	717.5
	905


 
Calculation of the discounted cash flow for the stated model
	Year
	Cash flows £’000
	DR@6%
	Discounted Cash Flows (£'000)

	0
	-1600
	1
	-1600

	1
	380
	0.943
	358.49

	2
	605
	0.890
	538.45

	3
	717.5
	0.840
	602.43

	4
	905
	0.792
	716.84

	NPV
	616.21


 
The above calculated NPVs for the three models are as given below
Model A has an NPV of £394.06(000).
Model B has an NPV of £748.15(000).
Model C has an NPV of £616.21(000).
Therefore, Model B should be chosen with a given capital allowance of £1,000,000 and discounting rate of 6%, as the net outcome delivers a higher cash flow when compared to the other two given options (Dai et al., 2022). 
[bookmark: _Toc203756912]Solution b
Computation of the Internal Rate of Return for all models
[bookmark: _Toc203756913]Model A
In the computation of IRR, there needs to be two rates selected for each model.
Let Ra= 6% and Rb = 30%
Then, NPVa = £394.63 (000) and NPVb= -£18.64 (000)
IRR for Model A Ra NPVa (Rb-Ra)/ (NPVa- NPVb)
Substituting the value in the stated formulas:
= 0.06+ [394.63 (0.30-0.06)/ (394.63-(- -18.64))]
= 0.06+ (94.71/ 413.27)
= 0.06+ 0.2291
=0.2891 or 28.91%
Hence, for the Model A, the company would generate 28.91%
[bookmark: _Toc203756914]Model B
Let Ra= 6% and Rb = 40%
Then, NPVa = £748.15 (000) and NPVb= -£152.07 (000)
IRR for Model A Ra NPVa (Rb-Ra)/ (NPVa-NPVb)
Substituting the value in the stated formulas:
= 0.06+ [748.15 (0.40-0.06)/ (748.15-(-152.07))]
= 0.06+ (254.37/900.22)
= 0.06+ 0.2825
=0.3426 or 34.26%
Hence, for the Model B, the company would generate 34.26%
[bookmark: _Toc203756915]Model C
Let Ra= 6% and Rb = 25%
Then, NPVa = £616.21 (000) and NPVb= -£170.75 (000)
IRR for Model A Ra NPVa (Rb-Ra)/ (NPVa-NPVb)
Substituting the value in the stated formulas:
= 0.06+ [616.21 (0.25-0.06)/ (616.21-(-170.75))]
= 0.06+ (117.08/786.96)
= 0.06+ 0.1488
=0.2087 or 20.88%
Hence, for the Model B, the company would generate 20.88%
Therefore, after comparing all the above results of the given models, it has been highlighted that the company should choose Model as the internal rate of return is higher when compared to the other two models. 
[bookmark: _Toc203756916]Solution c
[bookmark: _Toc203756917][bookmark: _Toc203746038]Answer i)
 NPV is regarded as the most reliable method of investment appraisal because it directly measures how much profit the project will bring to the company’s owner after covering all costs. Whether an investment will make the business worth more or not. The idea behind the NPV is that it considers that money loses value over time. It converts all the money the project will earn in the future into today’s value. It helps the companies that every pound the project will earn later is given its true value in today’s terms.  The methods like Payback period or accounting rate of return, NPV approach all the money or cash inflow and outflow over the entire life of the project, ensuring no benefits or costs are ignored. One of the main advantages of the NPV is that it allows different projects to be added together, giving a clear picture of the combined financial benefit for the business. If the NPV of the project is positive, which means the project should take more money than its costs to fund it. This helps the company to earn extra profit for its owners, which the investment supports the fundamental aim of corporate finance (Chrysafis and Papadopoulos, 2020).
[bookmark: _Toc203756918][bookmark: _Toc203746039]Answer ii)
The continued popularity among decision makers of non-discontinuing methods of investment appraisal, including the discounted cash flow method, like Net Present value and Internal Rate of return, is seen better in theory. Still, different companies and managers rely on the non-discounted methods, or can be called a simple method, such as Payback period and Accounting Rate of return, to decide whether to invest in a project. Their ongoing use is mainly explained by the fact that they are practical, simple, and the ease with which they can be easily understood and explained to those who are not financial experts.
Many managers and companies use this method because it is easy and simple and shows quickly how risky the investment is, its liquidity, and how soon the funds will return into the business. For small companies or projects that do not have extra funds or money, the recovery of the money is crucial for the company or project to quickly keep the business running; that is why this method is crucial for real life. In today's world, the technologies are changing fast, and the products of the companies are getting outdated, where future cash flows are highly uncertain. The payback period helps the company and managers to get their money back sooner. Like this, the company goes smoothly with long-term investments that may become unprofitable (Nukala and Prasada, 2021).
Similarly, the accounting rate of return is also simple and easy because it connects project returns to the company's regular profit, which is shown in the accounts and financial records. ARR gives the percentage based on profits instead of looking at cash flow, so it becomes easy for the company to compare with measures like ROCE. For decision makers, ARR makes it simple and easy to read for those who are not used to complicated cash flow calculations. 
Non-discounting methods are useful when it is supplementary to discounted methods. Mostly, companies use the payback period to get their money back easily, as a risk indicator. For boards and managers, these methods are easier to understand and explain than complicated present value calculations. Smaller businesses do not have the data accuracy, the information, or the resources to forecast the future cash flow and discounted rates reliably.  
Conclusion: The non-discounting method is practical and useful in real life for companies. They are not only popular for being the strongest in theory, but they are easy and simple to use and relevant to real-world managerial concerns about risk and liquidity (Focacci, 2022). 
[bookmark: _Toc203756919][bookmark: _Toc203746040]Answer iii)
The other factors need to be considered before an investment decision is made, while the financial measure like Net present value and Internal rate of return plays an important role in vital assessing the viability and profitability of an investment project. Directors never rely on the numbers when making big spending decisions. Several strategic and qualitative factors are considered whether the decisions or options fit with Jordan Plc's investment or long-term plans and objectives, and how much risk the company and managers are ready to take (Pa et al, 2022).
Firstly, the company should examine whether the market situation is crucial. It must be clear that the demand for online wooden blind sales is real for buying, and how the customers are buying the products and changing their habits to shop. Understanding competitors’ strengths and possible reactions to fight back is also important. Thorough research can help confirm if the expected sales figures used in the cash flow plans are realistic (Pawlak and Zarzecki, 2020).
Secondly, the directors should also check that the investment matches the goal and plans for the company to grow. Selling the blinds online may attract more customers and more sales across the country or even worldwide, and make the brand feel more modern. On the other hand, making new designs of the curtains and roman blinds would add new products online and help in learning about the new products regarding the quality of the material, creative new designs, and the latest ones. Directors should also see how to pay for the project. How the company is paying for the project by saving profits or borrowing money from banks, or from outside investors. The company needs to keep in mind the cash flow constraints and working capital requirements, especially if the project needs a lot of money at the start but brings in income slowly. Lastly, directors must think about other effects too, not just profit. Directors should keep in mind the image of the company, how the plan affects the staff's jobs, and how well it keeps promises about helping the environment (Mohamad, Tahir, and Ahmad,2021).
It is also important to look at the risks and uncertainties. This includes the economic factors about things like changes in interest rates, exchange rate risk if selling in other countries, and extra costs to follow rules or to protect environmental compliance. By considering these factors, the board can make a more informed and balanced decision that not only delivers long-term business sustainability and growth but also delivers strong financial returns. 
[bookmark: _Toc203756920]Solution d
Divisible projects are those projects that can be undertaken part-wise as per the availability of the funds. Hence, according to this process, the company can take the optimum benefit of the fundavailable, thereby generating the maximum return. In the given scenario, the company has £2,000,000, and the projects are divisible (Tortia, 2021). Therefore, the company can take multiple projects for the available funds. Therefore, the company requires a choice process on the basis of NPV that has generated maximum cash flow for the selected model. In the calculation of the divisible projects, the profitability index comes into the picture and plays a pivotal role in the determination of the effective allocation of the fund available for the maximum generation of the outcome.
Profitability index = NPV/ Total investment made.
[bookmark: _Toc203756921]Step 1: Calculation of Profitability Index for each method
Preparation of Ranking Table for the Divisible Projects
	Model
	NPV (£’000)
	Initial investment
	Profitability Index
	Rank

	A
	394.63
	600
	394.63/600 = 0.66
	2nd

	B
	748.15
	1000
	748.1/1000= 0.75
	1st

	C
	616.21
	1600
	616.21/1600 = 0.39
	3rd


 
From the above table, it has been concluded that the company should give first preference to Model B as the NPV has reached to £748.15 (000), 2nd preference to Model A as the NPV has reached to£394.63 (000) and 3rd preference to Model C as the generated NPV is limited to 616.21 (000).
[bookmark: _Toc203756922]Step 2: From the above ranking process, the funds have been allocated accordingly, which are as follows:
	Model
	Fund available (£)
	Fund utilized (£)
	Remaining Fund (£)
	Proportion
	NPV (£)

	B
	2000000
	1000000
	1000000
	100%
	748150

	A
	1000000
	600000
	400000
	100%
	394630

	C
	400000
	400000
	0
	25%
	154053

	Total Result
	1296833


 
Hence, as the projects are divisible, the company can generate £1,296,833 from the deployment of £2000 000. The application of this process enables an organization to generate the maximum result.
[bookmark: _Toc203756923]Conclusion
The above calculation stated that the company should choose Model B when the funds are limited, and if the projects are divisible, then in such a case, the ranking process needs to follow for the generation of effective and maximum return. 
The main sources of finance are internal and external. In an internal source, the company can avail itself of finance from two sources, which include equity capital and retained earnings. The company can raise capital by the issuance of new equity shares (Polzin, Sanders, and Serebriakova, 2021). When the company has sufficient profits, which are present in the retained earnings, then such excessive funds are deployed in the expansion and development phase for the generation of the maximum result. In the internal source of finance, the company has no obligation to pay higher interest charges. However, when the funds are limited in nature, then the funds can be borrowed from outside sources that include debentures, bank loans, and preference share capital (Xiang, Liu, and Yang, 2022). The company can borrow from a bank loan or debentures at an inflated rate of interest to accomplish the funding process. In this process, there is no interference in the operational process, and you also would enjoy tax benefits while paying the interest expenses. However, there is a compulsory payment of interest and principal amount as per the stated limit. Hence, the company should accordingly choose the equity or debt source of capital in the funding process to maintain sufficient liquidity within an organization without changing the solvency ratios rapidly. The higher contribution of equity funds would lead to higher interference in the operational task, and on the other hand, the higher contribution of debt funds means that the company has to pay an elevated rate of interest charges for borrowing the principal amount. The weighted contribution must be deployed, which would equally contribute to the fund of equity sources as well as debt funds.
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Appendices
Appendix 1 Financial Ratios
	Particulars
	Formulas
	2024
	2023

	Profitability Ratios
	 
	 
	 

	Gross Profit Margin
	Gross Margin x 100/Total Sales
	20.98%
	20.57%

	Operating Profit Margin
	Operating Margin x 100/Total Sales
	10.97%
	10.48%

	Net Profit Margin
	Net Margin x 100/Total Sales
	8.48%
	7.56%

	Return on capital employed
	Operating Profit/ (Total Assets - Current Liabilities)
	21.72%
	19.43%

	Return on Assets
	Operating profit/ Total Assets
	12.77%
	11.57%

	Particulars
	Formulas
	2024
	2023

	Liquidity Ratios
	 
	 
	 

	Current Ratio
	Current Assets/ Current Liabilities
	2.428
	2.478

	Quick Ratio
	(Current Assets- Inventory)/ Current Liabilities
	2.072
	2.098

	Particulars
	Formulas
	2024
	2023

	Solvency Ratios
	 
	 
	 

	Debt-equity Ratios
	Total debts/shareholders' equity
	3.615
	3.440

	Interest Coverage Ratio
	EBIT/ Interest Expenses
	6.655
	11.416

	Particulars
	Formulas
	2024
	2023

	Efficiency Ratio
	 
	 
	 

	Debtors Day
	Debtors x 365/ Credit sales
	29.79
	27.99

	Creditors Days
	Creditors x 365/ Credit Purchases
	135.24
	135.54

	Stock Days
	Stock x 365/ Cost of sales
	58.10
	63.99

	Particulars
	Formulas
	2024
	2023

	Investment Ratios
	 
	 
	 

	Earnings per share
	Net profit/ total number of ordinary shares
	300.00
	252.40

	Price Earnings Ratio
	Market price per share/earnings price per share
	6.18
	8.37


 
Working notes
	Particulars
	2024 (£ million)
	2023 (£ million)

	Revenue
	32411
	32475

	Gross Profit
	6799
	6680

	Operating Profit
	3554
	3402

	Net Profit
	2747
	2456

	Total Assets
	27826
	29411

	Current Liabilities
	11462
	11899

	Current Assets
	27826
	29491

	Inventory
	4080
	4522

	Total Liabilities
	21797
	22849

	Shareholder Equity
	6029
	6642

	Trade Receivables
	2645
	2490

	Trade Payables
	9497
	9579

	Purchases
	25632
	25795

	Cost of sales
	25632
	25795

	Market Price per share
	1855
	2112

	Interest Expenses
	534
	298
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