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Executive Summary
This report aims at discussing financial performance of BP PLC and assessing investment and financing decision of Beard Plc applying various financial techniques and theoretical frameworks. The report is divided into two key sections that are the ratio analysis of BP PLC and capital investment appraisal of Beard Plc that will be backed up with the consideration of financing and qualitative factors influencing decision-making. Financial performance of BP PLC in the first part is calculated in terms of profitability, liquidity, efficiency, gearing and investor ratios over a period of two years. The results indicate a net increase of profitability, gross profit margin, operating profit margin, net profit margin and return on capital employed (ROCE). This shows better operations and cost management. Nonetheless, efficiency ratios indicate issues, especially with regard to receivables collection and asset utilisation, which implies less efficient operations. The liquidity is stable but somewhat tight whereas the level of gearing has gone up which implies the increased dependence on debt financing. Although earnings per share (EPS) is stronger, investor confidence seems to be a little lower, which is indicated by the deteriorating price-to-earnings (P/E) ratio.
The second section analyses the three investment opportunities available to Beard Plc, which include retail expansion, online development, and product diversification, using Net Present Value (NPV), and Internal Rate of Return (IRR). Project C is the feasible one, because it provides the largest NPV (£91,208) and IRR (13.2%), much higher than the cost of capital (5%). Project B is also feasible but not as attractive whereas Project A is rejected on account of negative returns. In the frontier of capital rationing of £1.5 million, the best plan will be to invest in Project C with full investment and partial investment in Project B to form a combination of NPV of portfolio of £132,295. Another important critical analysis of the report is the investment appraisal theory, which emphasizes that NPV is the most-sound method, but the practicality of non-discounting methods, like payback period and ARR are also mentioned. Last, it suggests a moderate debt and a balanced financing approach through retained earnings to finance growth and financial risk management. 
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[bookmark: _Toc227610511]Introduction
This report is a detailed financial analysis and investment appraisal study of two different business scenarios BP PLC and Beard Plc. It is placed within the larger context of financial decision-making in the competitive and uncertain market environments where organisations have to measure performance and allocate the limited resources effectively to maximise shareholder value.The initial section of the report concentrates on BP PLC, a FTSE 100 listed corporation and discusses the financial results of the company in the past two years. This is done by calculating and interpreting the key financial ratios that include profitability, liquidity, efficiency, gearing and investor performance. Such measures not only give information about the operational efficiency, financial stability and performance of the company but also identify trends and drivers of change.
The second section of the report transports to Beard Plc, which is a handbag making company that is exploring three strategic ways of expansion, which include: retail expansion, development of online sales, and product diversification. Capital investment appraisal techniques, such as Net Present Value (NPV), Internal rate of return (IRR), and Profitability index (PI) are used to evaluate these options in order to decide on the most financially viable project. Moreover, capital rationing is believed to represent the real-world budget constraints.The report critically reviews theoretical frameworks that underlie investment appraisal techniques as well as examines alternative financing sources such as equity, debt and retained earnings. It also measures the qualitative factors that affect the decision of investments like market trend, competition and supply chain risks. This report will combine financial theory with practicability to assist in the informed managerial decision-making and strategic financial planning.
[bookmark: _tvnnyyvxk16a]

[bookmark: _Toc227610512]Main Findings
[bookmark: _Toc227610513]Part A: A Critical Financial Performance Evaluation of BP PLC: Ratio Analysis and Strategic Recommendations
This report applies financial ratio analysis in analyzing the performance of BP plc in the past two financial years. The research uses the main ratio analysis theory in evaluating the profitability, liquidity, efficiency, gearing and investment performance (Hasidi et al., 2024). 
[bookmark: _Toc227610514]1. Financial Ratio Analysis
[bookmark: _Toc227610515]1.1 Profitability Ratios
1.1.1 Gross Profit Margin 
	Ratio
	2025
	2024

	Gross Profit
	33,529,000
	30,239,000

	Cost of Revenue
	155,806,000
	158,946,000

	Total Revenue
	189,335,000
	189,185,000

	Gross Profit Margin
	17.71%
	15.98%



The gross profit margin of BP increased by 15.98% in 2024 to 17.71% in 2025, which signifies the improved profitability on the fundamental operational level (BP Annual Report, 2025). This growth indicates that the company was able to manage its cost of revenue better and even this fell even though the total revenue remained relatively constant. The gain indicates the enhanced cost management, which can be motivated by operational efficiencies or favourable cost situation in the energy market (Oteri et al. 2023). 
1.1.2 Operating Profit Margin 
	Ratio
	2025
	2024

	Operating Income
	15,808,000
	13,615,000

	Operating Expense
	17,721,000
	16,624,000

	Total Revenue
	189,335,000
	189,185,000

	Operating Profit Margin
	8.35%
	7.20%


An improvement in operational efficiency was also seen as the operating profit margin of BP rose during the period between 2024 and 2025 by 0.55%. This was supported by a rise in operating income from 13,615,000 to 15,808,000, despite an increase in operating expenses from 16,624,000 to 17,721,000 (BP Annual Report, 2024). The increase in operating income was higher than the expenses, which is a good sign of more cost control and improved core business (Shubina et al., 2022). 
1.1.3 Net Profit Margin 
	Ratio
	2025
	2024

	Total Revenue
	189,335,000
	189,185,000

	Total Expenditure
	173,527,000
	175,570,000

	Net Profit Margin
	8.35%
	7.20%

	ROCE
	17.40%
	14.51%



In 2025, the Net Profit Margin had improved as compared to 2024 (7.20 to 8.35) and this is a sign of greater profitability (BP Annual Report, 2025). This improvement is supported by a rise in total revenue from 189,185,000 to 189,335,000. The growth indicates that the company has been more effective in managing costs and transforming revenue into actual profit leading to improvement in its overall operation performance (Pasaribu and Batubara, 2022).
1.1.4 Return on Capital Employed (ROCE)
	Ratio
	2025
	2024

	EBIT
	12,874,000
	11,361,000

	Total Assets
	278,526,000
	282,228,000

	Total Liabilities
	204,526,000
	203,910,000

	ROCE
	17.40%
	11.51%



The improvement in the efficiency of capital utilization to generate operating profit was notable in that the ratio rose by 2.4 percentage points in 2025 compared to 14.51 in 2024. EBIT rose from 11,361,000 to 12,874,000, while total assets decreased slightly from 282,228,000 to 278,526,000, indicating better asset utilization (BP Annual Report, 2025). Though the liabilities slightly rose to 204,526,000,000, the net growth in the ROCE indicates better capital efficiency and enhanced returns to the invested capital in the firm in 2025.
Analysis: BP profitability ratios will improve in 2025, and Gross Profit Margin will be higher than in 2020 (15.98 to 17.71), as well as Operating Profit Margin, Net Profit Margin, and ROCE (14.51 to 17.40) (BP Annual Report, 2024). This performance can be attributed to relatively stable revenues of approximately £ 189,185,000-189,335,000, as well as better control of costs, as the total expenditure is reduced to between £ 175,570,000 and 173,527,000 (BP Annual Report, 2025). But the external oil price volatility and refining margins are also sensitive to profitability and are important drivers in energy industry (Shokouhi et al., 2024). Moreover, the current renewable energy expenditures undertaken by BP could reduce the short-term margins but sustainability in the long run.
[bookmark: _Toc227610516]1.2 Efficiency Ratios
1.2.1 Asset Turnover 
	Column 1
	2025
	2024
	2023

	Sales and other Operating Revenues
	12,243,000
	14,869,000
	16,287,000

	Average Total Assets
	280,377,000
	281,261,000
	

	Asset Turnover
	0.04
	0.05
	



The Asset Turnover ratio decreased a bit in 2025 with 0.04 compared to 0.05 in 2024, which means that the company is less efficient in converting assets into revenue. This is mainly due to a fall in sales and other operating revenues from £ 14,869,000 in 2024 to £ 12,243,000 in 2025 (BP Annual Report, 2025). The decline indicates that the company earned less revenue per unit of assets in 2025 than it earned in 2024, indicating lower productivity of assets.


1.2.2 Inventory Turnover 
	Colomn1
	2025
	2024
	2023

	COGS
	110,640,000
	113,941,000
	119,307,000

	Inventory (Closing)
	22,499,000
	23,232,000
	22,819,000

	Average Inventory
	22,865,500
	23,025,500
	

	Inventory Turnover
	4.838730839
	4.948470174
	



The 2024 inventory Turnover was 4.95 times, 2025 was 4.84 times, a slight decline in the inventory movement. This is based on COGS falling from £ 113,941,000 in 2024 to £ 110,640,000 in 2025 (BP Annual Report, 2025). The decrease indicates that the inventory is sold and replenished in 2025 a bit less often, but the efficiency of the inventory remains relatively constant.
1.2.3 Receivables Days 
	Column 1
	2025
	2024
	2023

	Sales and other Operating Revenues
	12,243,000
	14,869,000
	16,287,000

	Current Trade Receivables
	21,107,000
	21,659,000
	25,175,000

	Non-Current Trade Receivables
	6
	502
	652

	Total
	21,107,006
	21,659,502
	25,175,652

	Average Receivables
	21383254
	23417577
	

	Receivables Days
	637
	575
	



Receivables Days improved considerably, 575 days were in 2024 and 637 days in 2025, which is a sign that the company is slowing down in collecting cash due. This is due to a decline in revenue from £ 14,869,000 in 2024 to £ 12,243,000 in 2025, while average trade receivables decreased in 2025 (BP Annual Report, 2025). The growth in the collection period indicates less efficiency in the collection control and a prolonged duration of converting receivables into cash, in 2025.
Analysis: BP's efficiency ratios reflect a rather volatile although on the decline trend for 2025. Asset Turnover reduced from 0.05 in 2024 to 0.04 in 2025 as a result of reduction of revenue thus indicating poorer use of asset for BP. Inventory Turnover also declined somewhat as the COGS decline and this implies the speed of inventory movement is not so fast as compared to previous years. In fact the key observation is that the Receivable Days has significantly increase by 575 days from 2024 to 637 days in 2025 meaning that cash collection efficiency has weakened considerably (BP Annual Report, 2025). This clearly demonstrates poorer credit control ability and possible shortage in cash flow. Overall, efficiency of operations in BP has weakened slightly due to lower receivables management although the inventory management is stable (Newstyle and Opuene, 2022). This might imply weak demand and volatile nature in energy market on the sales performance.
[bookmark: _Toc227610517]1.3 Liquidity Ratios
1.3.1 Current Ratio
	
	2025
	2024

	Current Assets
	101,786,000
	102,834,000

	Current Liabilities
	80,581,000
	82,241,000

	Current Ratio
	1.263151363
	1.25039822



The current ratio of BP has slightly changed 1.25 in 2024 to 1.26 in 2025, meaning that BP is in a stable liquidity position (BP Annual Report, 2025). A ratio of more than 1 indicates that the company can afford its immediate debt using its current assets. Nevertheless, the low change suggests that there has not been a major change of working capital management and liquidity is rather tight in a company of this size.


1.3.2 Quick Ratio
	
	2025
	2024

	Current Assets
	101,786,000
	102,834,000

	Current Liabilities
	80,581,000
	82,241,000

	Inventories
	22,499,000
	23,232,000

	Quick Ratio
	0.983941624
	0.967911382



The quick ratio slightly increased 0.97 in 2024 to 0.98 in 2025, which is still below the optimal level of 1 (BP Annual Report, 2025). This means that BP might not be in a position to meet all its short-term liabilities out of its most liquid assets, but not including inventory (Rashid and Hersi, 2022)
Analysis: Liquidity position of BP is relatively stable in 2025, but there is only a slight improvement in both ratios. The current ratio was slightly improved in 2024 (1.25) to 2025 (1.26) which means that current assets of are sufficient to meet current liabilities of £ 80,581,000 (BP Annual Report, 2024). Equally, the quick ratio increased by 0.97 to 0.98 implying that highly liquid assets coverage weakened slightly after the removal of inventories. Nevertheless, the quick ratio at less than 1 indicates the possibility of depending on the inventory and operating cash flows to cover the short-term liabilities. This is characteristic of liquidity management of large integrated oil corporations, where constant cash flows minimize the necessity of high liquid buffers (Barnabas and Oloyede, 2024). Nonetheless, there is a risk that BP would experience the short-term cash flow pressure associated with fluctuations in oil prices, capital expenditure capital requirements, and energy transition investment (ur Rehman et al.2025). There is a sufficient but weak liquidity, and it means that the working capital structure is conservative but efficient, as opposed to an excess of short-term financial flexibility.


[bookmark: _Toc227610518]1.4 Investment Ratios
1.4.1 Earnings Per Share (EPS) 
	Column 1 
	2025
	2024

	Net Income Continuous Operation
	1,295,000
	1,229,000

	Ordinary Shares Number
	15,376,725.29
	15,850,481.41

	EPS
	0.084218192
	0.077537077



There was an improvement in EPS in 2025, which rose to 0.0842, as compared to 2024 of 0.0775, thus showing that shareholders have better profitability (BP Annual Report, 2025). This rise is supported by an increase in net income from continuous operations from £ 1,229,000 in 2024 to £ 1,295,000 in 2025, while the number of ordinary shares decreased from 15,850,481.41 to 15,376,725.29 (BP Annual Report, 2025). The enhancement implies increased earnings per share in 2025, a good performance of equity investors.
1.4.2 Price/Earnings Ratio 
	Column1
	2025
	2024

	Net Income Continuous Operation
	1,295,000
	1,229,000

	Ordinary Shares Number
	15,376,725.29
	15,850,481.41

	EPS
	0.084218192
	0.077537077

	Shares Price
	413.7
	438.1

	P/E Ratio
	4912.240349
	5650.2000086



The P/E ratio fell significantly from 5650.20 in 2024 to 4912.24 in 2025, showing a decrease in the market’s willingness to pay for each unit of earnings. This decline is due to the combination of a falling share price (438.1 to 413.7) and rising EPS (0.0775 to 0.0842) (BP Annual Report, 2025). Although earnings improved, the reduction in P/E suggests that investor expectations or confidence in future growth slightly weakened in 2025.
Analysis: The investment ratios of BP indicate that its earnings perform better but market value is lower in 2025. EPS has also improved with increased net income of continuous operations that increased by increasing in 2024 and 2025, respectively, but the number of ordinary shares has decreased. But the P/E ratio showed a significant downward trend, 5650.20 in 2024 to 4912.24 in 2025, indicating a decrease in share price of 438.1 to 413.7, although with better EPS (BP Annual Report, 2025). This is an indication that investor sentiment deteriorated slightly, which could be as a result of worries about the volatility of oil prices, the cost of energy transition, or reduced growth expectations in the future (Ali et al.,2022). Although BP shows better underlying profitability per share, it is not reflected in the perception of the market. The de-coupling of the growth of EPS and the falling P/E indicates that investor confidence is cautious, implying external uncertainties in the energy industry have a greater impact on the valuation of BP than on the immediate earnings performance.
[bookmark: _Toc227610519]1.5 Gearing Ratios
1.5.1 Debt-to-Equity
	Column1
	2025
	2024

	Total Debt
	72,529,000
	71,547,000

	Total Equity
	74,000,000
	78,318,000

	Debt-to-Equity Ratio
	0.9801216
	0.9135448



Debt-to-Equity ratio rose to 0.98 in 2025, up by 0.91 in 2024, which means that the company finances its operations with higher levels of debt rather than equity (BP Annual Report, 2025). This change indicates that the financial leverage of the company has been growing marginally in 2025, i.e. the company is borrowing a comparatively larger amount of money to fund its activities, which could result in greater financial risk.
1.5.2 Interest Coverage
	Column 1
	2025
	2026

	EBIT
	12,874,000
	11,361,000

	Interest Expense
	5,128,000
	4,579,000

	Interest
	2.5105304
	2.4811094


Interest Coverage ratio has gone slightly better with 2.48 in 2024 to 2.51 in 2025, indicating a slight improvement in the capacity of the company to cover interest payments. EBIT increased from £ 11,361,000 to £ 12,874,000, while interest expense also rose from £ 4,579,000 to £ 5,128,000 (BP Annual Report, 2025). Although the interest costs are increasing, the operating profit is growing, which means that the company is still comfortably in a position to meet its finance costs.
Analysis: The Debt-to-Equity ratio rose, driven by an increase in total debt from £ 71,547,000 to £ 72,529,000 alongside a decline in total equity (BP Annual Report, 2025). This implies that it depends more on borrowed capital and risk of finance more, especially at a volatile energy market. But there was an improvement in the Interest Coverage Ratio, with the rising EBIT, supporting this increase in the Interest Coverage Ratio, although the increasing interest expenses rose to £ 5,128,000 This indicates that BP continues to make enough operating profit to cover interest payments without any problem (BP Annual Report, 2025). As a strategic move, an increase in gearing can indicate BP capital intensive investments in renewable energy and transition projects, which are heavy-long-term investments (Lawal and Iliyasu, 2024). Although this is a plus in the growth ahead, it also subjects the firm to the risks associated with the increase in interest rates and refinancing risks and therefore the debt management is a prudent move to financial stability.


[bookmark: _Toc227610520]Part B: Investment Capital Budgeting and Financing Analysis of Beard Plc
[bookmark: _Toc227610521]1. Investment Appraisal Using NPV
The approach of this report is rooted in Net Present Value (NPV), which is used to assess the decision of an investment based on discounted cash flows (Sinaga et al., 2023). This is because the NPV formula is: the present value of future cash inflows less initial investment. The analysis is based on discounted cash flow as it takes into consideration the time value of money by transforming future cash flows into the present value with the help of a discount rate (Dai et al., 2022). The rationale behind this is that the money that you will get tomorrow will be less valuable than the money that you will get today because of inflation, risk, and opportunity cost. 
1.1 [bookmark: _Toc227610522]Calculation of Cash Flows
	Year
	Project A (£’000)
	Project B (£’000)
	Project C (£’000)

	0
	-600,000
	-900,000
	-1,000,000

	1
	100,000
	220,000
	250,000

	2
	180,000
	270,000
	310,000

	3
	210,000
	350,000
	400,000

	4
	260,000
	400,000
	430,000



Project A will have the least initial cost (£600,000) but the lowest annual inflows, increasing by 100,000 in Years 1 to 260,000 in Years 4. Project B has a greater investment (£900,000) with a gradually growing cash flow between 220,000 and 400,000. Project C is the most expensive to start (£1,000,000) and it provides the best inflows which increase between £250,000 and 430,000. Generally, there is an upward trend of cash flow with respect to profitability over the years with Project C exhibiting the greatest growth potential.

[bookmark: _Toc227610523]1.2 Discounting Cash Flows
	Year
	Project A PV
	Project B PV
	Project C PV

	0
	-600,000
	-900,000
	-1,000,000

	1
	100,002
	200,004
	226,195

	2
	149,655
	224,482.5
	256,227.5

	3
	161,962.5
	265,618.5
	302,330

	4
	185,107.5
	283,831.5
	306,455.75



The discounted cash flow table illustrates the present value (PV), of future cash inflows of each project has been adjusted to the time value of money. Project A PV decreases between Years 1 and 4 to a cumulative amount of £100,000 in 1 and 185,107.5 respectively which show that it creates minimal value. Project B has better discounted returns with PV growing to reach £283,831.5 in Year 4. Project C provides the greatest PVs, in all years, with a peak of £306,455.75 in Year 4. This shows that Project C yields the highest present-day value of future cash inflows whilst Project A is relatively weak even after discounting.
1.3 NPV Results Summary Table
	Project
	Initial Investment (£’000)
	PV of Cash Flows (£’000)
	NPV (£’000)
	Decision

	A
	600,000
	596,727
	-3,273
	Reject

	B
	900,000
	973,937
	73,937
	Accept

	C
	1,000,000
	1,091,208
	91,208
	Accept (Best)



The results of the NPV show the general financial feasibility of every project taking into account discounted cash inflows and initial investment. Project A has a negative NPV of -£3,273, which implies that it does not provide good returns and must be rejected. Project B gives a positive NPV of 73,937, and therefore is financially acceptable. Project C is the most effective one with the NPV of the greatest values at 91,208, which shows the best shareholder value creation. Thus, both B and C can be regarded as viable investments although Project C is the most appealing one as it has a better net value and a higher long-term profitability than the other projects.
[bookmark: _Toc227610524]2. Internal Rate of Return (IRR) – Selected Project 
The discount rate of the Net Present Value (NPV) of the project is the IRR at which the NPV takes the value of zero. Calculation of the IRR is done through trial and error or interpolation method which involves selecting two discount rates, one with a positive NPV and the other with a negative NPV (Czipf, 2025). 
[bookmark: _Toc227610525]2.1 IRR Result
	NPV at 12%

	Total PV
	1028342


	NPV
	28,342


	NPV at 14%

	Total PV
	982448


	NPV
	-17,552



IRR:  
=13.23%
The estimated that Project C has an Internal Rate of Return (IRR) of about 13.2%. This is the discount rate where the Net Present Value (NPV) of the project is zero and hence the anticipated rate of the project. The IRR is much greater in comparison to the cost of capital of 5%. This implies that Project C yields return which are much higher than the minimum required rate of return. The project is financially viable since IRR is greater than the Cost of Capital and should be adopted (Liu, 2022). 
[bookmark: _Toc227610526]2.2 Interpretation
Project C has an Internal rate of return (IRR) of approximately 13.23%, this is much greater than the cost of capital of the firm which is 5. The IRR decision rule further states that a project will be accepted when its IRR is higher than the necessary rate of return. Thus Project C is economically viable and is to be accepted. This outcome shows that the project should yield returns that are far above the minimum limit that investors would need, which shows high profitability. The difference between the two of 8.2 percentage points implies that the project has a significant margin of safety, i.e. it can still be profitable even when the actual returns are slightly lower than expected. This increases the trust in the investment choice. On the profitability side, Project C has a better IRR given the fact that it has high and rising cash flows with time, which shows that it utilizes capital effectively and can generate consistent returns. 
[bookmark: _Toc227610527]3. Investment Appraisal Theory
[bookmark: _Toc227610528]3.1 Why NPV is best method
The method of investment appraisal that is considered to be the most effective is the Net Present Value (NPV) as it takes into consideration the time value of money in full as it understands that cash today is more worthwhile than what it will be tomorrow. Compared to accounting-based measures, NPV utilizes real cash flows as opposed to accounting profit, which is more realistic in decision-making (Shou, 2022). It also takes risk into consideration by the discount rate where the higher the riskiness of a project, the higher the required returns used. However, most importantly, NPV is the direct measure of the maximization of shareholder wealth since it quantifies the absolute increase in firm value. When NPV is positive, then the project is valuable and it should be accepted.
[bookmark: _Toc227610529]3.2 Why non-discounting methods are still used
Although it has its benefits, non-discounting techniques such as Payback Period and Accounting Rate of Return (ARR) are still very popular in practice. Payback Period is very popular due to its simplicity and easy to grasp nature, as managers do not take a long time to determine the time it takes to break even on the initial investment (Cotter, 2023). It is also helpful in particular to companies with a liquidity orientation and a short-term risk-oriented environment, particularly in uncertain settings. Likewise, ARR is appealing as it is simple to compute and uses available accounting data that is easy to prepare internal reporting. These techniques are typically employed as an additional tool to NPV (Mollah et al., 2023).
[bookmark: _Toc227610530]3.3 Limitations of NPV
Despite its theoretical superiority, NPV has certain flaws. It also depends much on the proper cash flow forecasts, which may not be easy to forecast in dynamic markets. Minor inaccuracies in estimation can make a huge difference. Moreover, NPV is also susceptible to discount rate variations that can occur due to economic conditions or risk assumptions (Chen, 2022). Also, NPV lacks managerial flexibility, including the ability to postpone, extend or drop a project due to altered conditions, which can play a crucial role in practical decision-making.
[bookmark: _Toc227610531]3.4 Qualitative Factors
Quality factors such as financial metrics are not the only qualitative factors to consider in investment decisions. In a handbag related project, demand in the market is very vital especially the shifting preferences and trends in the consumers. Pricing power and market share may be affected by competition by well-established luxury brands (Daming and Widyawati, 2024). The emergence of digital transformation, such as e-commerce and social media marketing, affects business success. This should also be accompanied by the assessment of brand positioning risk in order to make sure that it is aligned with the target customers. Lastly, cost, delivery and project feasibility may be influenced by supply chain limitations including sourcing materials and logistic disruptions (Mesioye and Bakare, 2024).
[bookmark: _Toc227610532]4. Capital Rationing Decision
It has a capital budget limitation of £1,500,000 and this implies that it cannot invest in all the projects to their full extent even though some of them are profitable. The projects can be separated, so the company can invest in projects in parts instead of dedicating to them. This enables a more relaxed budgetary allocation to optimize the total returns. 


[bookmark: _Toc227610533]4.1 Calculate Profitability Index (PI)
	Column1
	Project A
	Project B
	Project C

	Initial Investment
	600,000
	900,000
	1,000,000

	NPV
	-3,273
	73937
	91208

	Profitability Index
	-0.0055
	0.08215
	0.091208


The table shows that Project C has the highest profitability index (0.091208) and NPV (£91,208), making it the most attractive investment. Project B is also viable with a positive PI (0.082152) and NPV (£73,937). In contrast, Project A has a negative PI (-0.005455) and NPV, indicating it should be rejected.
4.2 Ranking of Projects
	Rank
	Project
	Profitability Index (PI)
	Decision

	1
	Project C
	0.091208
	Accept (Best)

	2
	Project B
	0.082152
	Accept

	3
	Project A
	-0.005455
	Reject



As indicated in the ranking table, Project C is the most attractive investment because it has the highest profitability index (0.091208) and thus highest return per unit of investment. The second project is B with a slightly lower PI (0.082152) but one that is still viable in terms of finances. The last project A is the worst since it has negative PI (-0.005455) implying that it eliminates value and must not be accepted. In general, the ranking suggests the first priority to Project C and then Project B to optimize returns at the capital level.
[bookmark: _Toc227610534]4.3 Optimal Investment Mix
Funds ought to be allocated to the maximum profitability index to maximise total NPV with the budget of less than 1,500,000. Thus, the first project (Project C) (£1,000,000) should be fully invested in by the firm. The rest of the £500,000 investment would be proportionately invested in the second-ranked Project B. This constitutes about 55.6 percent of the total investment of Project B. Project A will not be included since it has negative returns. This distribution will guarantee effective utilization of scarce capital and it will focus on projects that will yield maximum value per pound invested. 
[bookmark: _Toc227610535]4.4 Final NPV from portfolio
The NPV of the optimal investment mix is the sum of returns of Project C and partial investment in Project B; Project C will result in NPV of 91,208; the partial investment in Project B would result in yields of about 41,087. A sum total of these yields an overall portfolio NPV of £132,295. This is the optimal value that can be attained given the constraint of £1.5 million. The outcome justifies the fact that the selection of higher-ranked projects will result in better overall profitability, and provide the most optimal financial performance of the firm.
[bookmark: _Toc227610536]5. Financing the Investment Programme
[bookmark: _Toc227610537]5.1 Sources of Finance
The investment programme can be financed by the firm using various sources. Equity financing is a method of raising funds through the issuance of shares to investors. Bank loans are loans that are to be repaid with interest. Bonds or debt finance is borrowing funds by the people or institutions at a required rate (Chakraborty et al. 2025). Finally, retained earnings are internally generated funds that are invested back into the business instead of being paid out as dividend.
[bookmark: _Toc227610538]5.2 Evaluation of Each Source
Equity Finance: It offers capital without repayment of the capital, and this lessens financial burden on a firm and enhances liquidity (Sha'ari et al., 2023). It can be used in long-term growth projects. 
Bonds (Bank Loans / Bonds): The benefits of debt finance are substantial because the interest paid is tax-deductible and thus the cost of a debt finance is lower (Naomi, 2023). It enables the company to have complete ownership power. 
Retained Earnings: The retained earnings are internally raised funds, which implies that it does not have any external dependency or interest cost and therefore it is a low-risk source of finance (Oganda et al., 2022). This enhances stability in finances and prevents loss of ownership. 
[bookmark: _Toc227610539]5.3 Recommended Financing Strategy
It is suggested to adopt a mixture of debt and retained earnings as the means of financing. Primary sources can be realized through retained earnings, which is inexpensive and at the same time, moderate debt can increase the returns due to tax advantages (Gautam and Purohit, 2024). This strategy fits the risk profile of luxury market development where financial flexibility and risk control is necessary without sacrificing growth and value creation.


[bookmark: _Toc227610540]Conclusion
Key financial theories and decision-making techniques have been critically applied in evaluating the financial performance of BP PLC and the investment appraisal decisions of Beard Plc in this report. The BP PLC ratio analysis shows that the company has improved its profitability generally, in terms of gross profit margin, operating profit margin, net profit margin, and ROCE. Nonetheless, this good performance comes with the mixed indicators in terms of liquidity and efficiency, especially the increasing receivables days and slightly decreasing asset turnover which indicates that the company may face some operational issues in terms of managing cash and using assets. There is also an increased gearing indicating increased dependence on debt financing that increases financial risk although interest coverage is high. 
In the second section, NPV, IRR and capital rationing methods were used in the evaluation of investment options of Beard Plc. Project C was the most viable in terms of financial aspects as it produced the greatest NPV (£91,208) and IRR (13.2%), which is much higher than the cost of capital (5%). This proves its high capacity to achieve shareholder value and generate better returns than Projects A and B under capital rationing conditions, the combined portfolio NPV of both Project C and B is 132,295, which is an efficient allocation of scarce capital resources. Another issue that was noted in the report is that although NPV is the best form of investment appraisal, non-discounting techniques are still practical in decision making. Moreover, the financing decisions must be made on a proportionate combination of both retained earnings and debt to ensure financial flexibility and sustain the growth. In general, the discussion establishes that using a combination of quantitative financial instruments and qualitative factors allows making stronger, more strategic and value-maximising business judgments in competitive markets.


[bookmark: _Toc227610541]Recommendation 
BP plc should prioritise tighter working-capital discipline and more selective capital allocation. Although the report indicates stronger gross margin, operating margin, net margin and ROCE, the sharp rise in receivables days, softer asset turnover and higher debt-to-equity ratio suggest that profit improvement is not yet matched by equally strong cash conversion and balance-sheet resilience. Management should therefore strengthen credit control, accelerate collections, maintain cost efficiency in core operations and continue reviewing non-core or underperforming assets. At the same time, BP should keep investment in transition and renewable projects disciplined, with spending tied to clear return thresholds and cash-flow visibility, so that growth in lower-carbon businesses does not weaken short-term financial stability. This would protect liquidity, support investor confidence and reduce refinancing risk in a volatile energy market (BP Annual Report, 2025; Hasidi et al., 2024; Olambo and Aluoch, 2022; Barnabas and Oloyede, 2024; Lawal and Iliyasu, 2024; Shokouhi et al., 2024).
Beard Plc should select Project C as the best stand-alone option because it produces the highest NPV and an IRR well above the 5% cost of capital, showing it creates the most value for shareholders. When capital is limited, the company should fully invest in Project C and use the remaining funds for Project B, as this combination gives the highest overall NPV. However, the final decision should not depend only on spreadsheet results. Management should also carefully review demand forecasts, expected working capital requirements, supply chain capacity, and any potential execution risks before moving ahead. Financing should follow a balanced approach, using retained earnings as the primary source where possible and moderate debt only where repayment can be comfortably supported by forecast cash inflows. This would preserve financial flexibility while still allowing growth, and it is more consistent with sound capital-budgeting practice than over-reliance on payback or accounting-based measures (Sokolov, 2024; Purnamasari and Adriza, 2024; Hartmann and Weißenberger, 2024; Sha’ari et al., 2023; Gautam and Purohit, 2024).
[bookmark: _30obcdgs7r1a]
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Part A: Financial Ratios of BP PLC
Appendix A: Gross Profit Margin
	Ratio
	2025
	2024

	Gross Profit (£)
	33,529,000
	30,239,000

	Cost of Revenue (£)
	155,806,000
	158,946,000

	Total Revenue (£)
	189,335,000
	189,185,000

	Gross Profit Margin
	17.71%
	15.98%



Appendix B: Operating Profit Margin 
	Ratio
	2025
	2024

	Operating Income (£)
	15,808,000
	13,615,000

	Operating Expense (£)
	17,721,000
	16,624,000

	Total Revenue (£)
	189,335,000
	189,185,000

	Operating Profit Margin
	8.35%
	7.20%



Appendix C: Net Profit Margin 
	Ratio
	2025
	2024

	Total Revenue (£)
	189,335,000
	189,185,000

	Total Expenditure (£)
	173,527,000
	175,570,000

	Net Profit Margin
	8.35%
	7.20%

	ROCE
	17.40%
	14.51%




Appendix D: Return on Capital Employed (ROCE) 
	Ratio
	2025
	2024

	EBIT (£)
	12,874,000
	11,361,000

	Total Assets (£)
	278,526,000
	282,228,000

	Total Liabilities (£)
	204,526,000
	203,910,000

	ROCE
	17.40%
	14.51%



Appendix E: Current Ratio
	
	2025
	2024

	Current Assets (£)
	101,786,000
	102,834,000

	Current Liabilities (£)
	80,581,000
	82,241,000

	Current Ratio
	1.263151363
	1.25039822



Appendix F: Quick Ratio
	
	2025
	2024

	Current Assets (£)
	101,786,000
	102,834,000

	Current Liabilities (£)
	80,581,000
	82,241,000

	Inventories (£)
	22,499,000
	23,232,000

	Quick Ratio
	0.983941624
	0.967911382





Appendix G: Asset Turnover 
	Column1
	2025
	2024
	2023

	Sales and other operating revenues (£)
	12,243,000
	14,869,000
	16,287,000

	Average Total Assets (£)
	280,377,000
	281,261,000
	

	Asset Turnover 
	0.04
	0.05
	



Appendix H: Inventory Turnover 
	Column1
	2025
	2024
	2023

	COGS (£)
	110,640,000
	113,941,000
	119,307,000

	Inventory (Closing) (£)
	22,499,000
	23,232,000
	22,819,000

	Average Inventory (£)
	22,865,500
	23,025,500
	

	Inventory Turnover
	4.838730839
	4.948470174
	



Appendix I: Receivables Days 
	Column1
	2025
	2024
	2023

	Sales and other operating revenues (£)
	12,243,000
	14,869,000
	16,287,000

	Current Trade Receivables (£) 
	21,107,000
	21,659,000
	25,175,000

	Non-Current Trade Receivables 
	6
	502
	652

	Total (£)
	21,107,006
	21,659,502
	25,175,652

	Average Receivables (£)
	21383254
	23417577
	

	Receivables Days
	637
	575
	





Appendix J: Debt-to-Equity
	Column1
	2025
	2024

	Total Debt (£)
	72,529,000
	71,547,000

	Total Equity (£)
	74,000,000
	78,318,000

	Debt-to-Equity Ratio
	0.9801216
	0.9135448



Appendix K: Interest Coverage
	Column1
	2025
	2024

	EBIT (£)
	12,874,000
	11,361,000

	Interest Expense (£)
	5,128,000
	4,579,000

	Interest Coverage Ratio
	2.5105304
	2.4811094



Appendix L: Earnings Per Share (EPS) 
	Column1
	2025
	2024

	Net Income Continuous Operation (£)
	1,295,000
	1,229,000

	Ordinary Shares Number
	15,376,725.29
	15,850,481.41

	EPS
	0.084218192
	0.077537077



Appendix M: Price/Earnings Ratio 
	Column1
	2025
	2024

	Net Income Continuous Operation (£)
	1,295,000
	1,229,000

	Ordinary Shares Number
	15,376,725.29
	15,850,481.41

	EPS
	0.084218192
	0.077537077

	Share Price
	413.7
	438.1

	P/E Ratio
	4912.240349
	5650.200086





Appendix N: Profitability Ratio 
	Ratio
	2025
	2024

	Gross Profit (£)
	33,529,000
	30,239,000

	Cost of Revenue (£)
	155,806,000
	158,946,000

	Operating Income (£)
	15,808,000
	13,615,000

	Operating Expense (£)
	17,721,000
	16,624,000

	Total Revenue (£)
	189,335,000
	189,185,000

	Total Expenditure (£)
	173,527,000
	175,570,000

	EBIT (£)
	12,874,000
	11,361,000

	Total Assets (£)
	278,526,000
	282,228,000

	Total Liabilities (£)
	204,526,000
	203,910,000

	Gross Profit Margin
	17.71%
	15.98%

	Operating Profit Margin
	8.35%
	7.20%

	Net Profit Margin
	8.35%
	7.20%

	ROCE
	17.40%
	14.51%




Appendix O: Current Ratio 
	Column1
	2025
	2024

	Current Assets (£)
	101,786,000
	102,834,000

	Current Liabilities (£)
	80,581,000
	82,241,000

	Inventories (£)
	22,499,000
	23,232,000

	Current Ratio
	1.263151363
	1.25039822

	Quick Ratio
	0.983941624
	0.967911382





Appendix P: Efficiency Ratio 
	Column1
	2025
	2024
	2023

	Total Revenue (£)
	189,335,000
	189,185,000
	210,130,000

	Total Assets (£)
	278,526,000
	282,228,000
	280,294,000

	COGS (£)
	110,640,000
	113,941,000
	119,307,000

	Inventory (Closing) (£)
	22,499,000
	23,232,000
	22,819,000

	Average Inventory (£)
	22,865,500
	23,025,500
	

	Inventory Turnover (£)
	4.83873084
	4.94847017
	

	Sales and other operating revenues (£)
	12,243,000
	14,869,000
	16,287,000

	Current Trade Receivables (£) 
	21,107,000
	21,659,000
	25,175,000

	Non-Current Trade Receivables 
	6
	502
	652

	Total (£)
	21,107,006
	21,659,502
	25,175,652

	Average Receivables (£)
	21383254
	23417577
	

	Receivables Days
	637
	575
	

	Average Total Assets (£)
	280,377,000
	281,261,000
	

	Asset Turnover
	0.04
	0.05
	



Appendix Q: Gearing Ratio 
	Column1
	2025
	2024

	Total Debt (£)
	72,529,000
	71,547,000

	Total Equity (£)
	74,000,000
	78,318,000

	EBIT (£)
	12,874,000
	11,361,000

	Interest Expense (£)
	5,128,000
	4,579,000

	Debt-to-Equity Ratio
	0.9801216
	0.9135448

	Interest Coverage Ratio
	2.5105304
	2.4811094




Appendix R: Investment Ratio 
	Column1
	2025
	2024

	Net Income Continuous Operation (£)
	1,295,000
	1,229,000

	Ordinary Shares Number
	15,376,725.29
	15,850,481.41

	EPS
	0.084218192
	0.077537077

	Share Price
	413.7
	438.1

	P/E Ratio
	4912.240349
	5650.200086


Part B: Financial Projections of Beard PLC
Appendix A: Project A
	Project A

	Initial Investment
	600,000
	
	
	
	
	
	

	Year
	Cash Flow (£)
	Capital Allowance (£)
	Taxable (£)
	Net Cash Flow (£)
	Cumulative Cash Flow (£)
	Discount Factor (5%)
	Present Value (£)

	0
	600,000
	120000
	
	
	-600,000
	1
	

	1
	100,000
	120000
	-20,000
	105,000
	-495,000
	0.9524
	100002

	2
	180,000
	120000
	60,000
	165,000
	-330,000
	0.907
	149655

	3
	210,000
	120000
	90,000
	187,500
	-142,500
	0.8638
	161962.5

	4
	260,000
	120000
	140,000
	225,000
	82,500
	0.8227
	185107.5

	Total PV
	
	
	
	
	
	
	596727



Appendix B: Project B
	Project B

	Initial Investment
	900,000
	
	
	
	
	
	

	Year
	Cash Flow (£)
	Capital Allowance (£)
	Taxable (£)
	Net Cash Flow (£)
	Cumulative  Cash Flow (£)
	Discount Factor (5%)
	Present Value (£)

	0
	900,000
	180,000
	
	
	-900,000
	1
	

	1
	220,000
	180,000
	40,000
	210,000
	-690,000
	0.9524
	200004

	2
	270,000
	180,000
	90,000
	247,500
	-442,500
	0.907
	224482.5

	3
	350,000
	180,000
	170,000
	307,500
	-135,000
	0.8638
	265618.5

	4
	400,000
	180,000
	220,000
	345,000
	210,000
	0.8227
	283831.5

	Total PV
	
	
	
	
	
	
	973936.5

	NPV
	73,937
	
	
	
	
	
	





Appendix C: Project C
	Project C

	Initial Investment
	1,000,000
	
	
	
	
	
	

	Year
	Cash Flow (£)
	Capital Allowance (£)
	Taxable (£)
	Net Cash Flow (£)
	Cumulative  Cash Flow (£)
	Discount Factor (5%)
	Present Value (£)

	0
	1,000,000
	200,000
	
	
	-1,000,000
	1
	

	1
	250,000
	200,000
	50,000
	237,500
	-762,500
	0.9524
	226195

	2
	310,000
	200,000
	110,000
	282,500
	-480,000
	0.907
	256227.5

	3
	400,000
	200,000
	200,000
	350,000
	-130,000
	0.8638
	302330

	4
	430,000
	200,000
	230,000
	372,500
	242,500
	0.8227
	306455.75

	Total PV
	
	
	
	
	
	
	1091208.25

	NPV
	91,208
	
	
	
	
	
	









Appendix D: IRR
	Project C

	NPV at 12%

	Year
	Cash Flow (£)
	Discount Factor
	PV (£)

	0
	1,000,000
	
	

	1
	250,000
	0.8929
	223225

	2
	310,000
	0.7972
	247132

	3
	400,000
	0.7118
	284720

	4
	430,000
	0.6355
	273265

	Total PV
	1028342
	
	

	NPV
	28,342
	
	

	

	NPV at 14%

	Year
	Cash Flow (£)
	Discount Factor
	PV (£)

	0
	1,000,000
	
	

	1
	250,000
	0.8772
	219300

	2
	310,000
	0.7695
	238545

	3
	400,000
	0.675
	270000

	4
	430,000
	0.5921
	254603

	Total PV
	982448
	
	

	NPV
	-17,552
	
	

	IRR 
	13.235106985662600%
	
	


Appendix E: PI
	
	Project A 
	Project B
	Project C

	Initial Investment (£)
	600,000
	900,000
	1,000,000

	NPV
	-3,273
	73937
	91208

	Profitability Index
	-0.0055
	0.08215
	0.091208
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