

[image: ]
WESTWORD PLC
ASSIGNMENT
[image: ]




Finance for Business Managers



JANUARY 12, 2026
     
     


[bookmark: _Toc218455396][bookmark: _Toc218468528][bookmark: _Toc218601086][image: Doctor of Business Administration (Full-time) | University of Wales Trinity  Saint David]


Finance for Business Managers (BMMB7005D)

Assignment on Westward Plc

Prepared By:
Antar Podder
Student ID: 2505892
Program: MSc in Financial Management
University of Wales Trinity Saint David

Prepared For:
Marie Pitson
University of Wales Trinity Saint David


[bookmark: _Toc218984722]Executive Summary
This report contains two evaluations and assessments of two different businesses. In part 1 it conducts a financial performance and position analysis of Coca-Cola HBC for the two years 2023 and 2024. In part 2 of this report, it is the appraisal of investment opportunities of the company Westward plc, for its three available expansion options. 
In the part 1 of this report, it shows that Coca-Cola HBC improved its business performance from the year 2023 to the year 2024. It shows that the organization’s strategy of price control, production efficiency, and others significantly contributed to its increased profitability. The company also increased in the value it offered for its shareholders and for itself. The company also employed a high-risk high-reward strategy where it deliberately kept its liquidity low due to its stable cash flows. Moreover, it also kept its inventory for longer days in 2024 than in 2023 and also billed its payables later as well. This is a strategy for a temporary increase in the liquidity but comes with some risks. The company remained largely solvent despite its high gearing rates. Overall the company is in a strong position. 
In the part 2 of this report, the company is Westward plc, and it is considering expansion across three mutually exclusive areas. The report utilizes various discounted and non-discounted techniques to assess the viability of these investment options. It uses NPV (Net Present Value) as its primary tool, due to the technique allowing for more realistic and holistic account of the company’s financial future. IRR and Payback Period offers supporting role for NPV. They provided the decision-makers with the additional information necessary to make an informed decision (Brainkart, 2018). Finally, the report also goes into the market environmental and internal factors that may affect the business growth of the company, and thus the company must take into account. 
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[bookmark: _Toc218984723]Introduction
Coca Cola HBC is a packaged goods business that is a strategic bottling partner of Coca-Cola. It is one of the world’s largest bottlers, with its branches in 29 countries worldwide across most major economies and also developing and emerging ones. The group has had a successful fiscal year of 2024, with its Integrated Annual Report hinting at a year of improvement, due to strategies such as great revenue management practices, product enhancement, and cost control (Palepu & Healy, 2020). Financial analysis is an essential business practice for the company, as it operates in markets that significantly vary from one another, with different customer needs, purchase power, inflation, and currencies (Best, 2013). It is essential for internal communication between the company’s different branches. 
In part 1 of this report, the financial performance and position of the company Coca-Cola HBC is analysed and evaluated using the financial information from Integrated Annual Reports of the years 2023 and 2024. In this report, the key areas that are focused on include profitability, liquidity, efficiency, solvency, and investor performance (Alexander & Britton, 2017). The information that is used in the calculation of these ratios come from the published reports of the organization’s financial statements and have been interpreted thoroughly taking into mind the group’s operations, pricing strategy, and capital management (Drury, 2020). The aim of this report is not only to calculate these ratios for better insight into the business performance of the organization, but to find better insights into the financial position, sustainable business performance, and risk profile of the company (Atrill & McLaney, 2006). In this report, management-level insights have been provided for the company in regard to the important factors that drive progress and performance, capital management, and financing (Bhimani, 2022). 
In part 2 of this report, the investment options of the company Westward plc are analysed and evaluated using the different evaluation methods. The company has three business growth investment options for a period of 4 years. Such expansions come with huge risks, and may even cause the company to run out of business if the investment does not give sufficient returns on the capital investment of the company. This is why, the company must take all the possible variables before deciding on which option to go with. The main areas that the company must consider are the returns for the shareholders and the company for the capital it invested, the time it might take for the company to get its return fully from the venture, and how much profitability this company offers (Oakshott, 2020). This report consults the directors of Westward plc in their business growth investment, in regards to which investment option they should choose and what are the factors that they must take into consideration. It uses the relevant methods, such as NPC, IRR, ARR etc. to make sure that the director reach their informed decisions. Moreover, it also consult the director on the environmental factors which influence the business success of their organization. 
[bookmark: _Toc218984724]Main Findings
[bookmark: _Toc218984725]Part 1
[bookmark: _Toc218984726]Profitability Analysis 
The ratios figured under profitability analysis is used to understand how effectively and efficiently Coca-Cola HBC gets profits from its sales and from the capital that is invested in the businesses (Bragg, 2018). This is one of the most crucial statistics of a business, and is essential investors to support the business and to attract and retain stakeholders (Van Greuning, 2006). 
[bookmark: _Toc218984727]Revenue and Margin Performance
In 2023, the net revenue from sales of Coca-Cola HBC was £8,860.1 million. In the next year, 2024, the revenue from sales became £9,356.3 million. There is a marked improvement in the revenue from sales, due to better pricing, product mix, and more volume of sales from different markets. However, revenue does not effectively reflect the business success of an organization. For that, profit margins serve far better (Kersten, et al., 2017). 
An increase in the gross profit margin can be seen from 2023 to 2024. In 2-23, the gross profit margin was 34.93%. In 2024, however, the gross profit margin became 36.06%. This shows an improvement in efficiency in sale and production. This increase suggests that Coca-Cola HBC was able to increase prices of its products, reorient itself towards higher-margin products, or control cost of production to increase profit (Bloomenthal, 2025). As Coca-Cola HBC is a bottling business, its production cost is significantly influenced by the price of raw materials, packaging materials, labour costs, logistics, and energy. Moreover, since the market is significantly saturated, and Coca-Cola has already achieved maximum market penetration, increasing profitability margins in such a scenario hints at the company having significant control and flexibility over its operations. What this means is that the company can hold onto significant amount of revenue after paying for the costs, which it could then reinvest into other business practices. 
[bookmark: _Toc218984728]Operating and Net Profitability
[bookmark: _Toc218984729]Operating Profit Margin
Operating profit margin refers to the proportion of revenue that a company can hold onto after paying for its operating costs, before taxes and financing (Atrill & McLaney, 2016). This ratio reflects the business performance and management of operating expenses (Palmer, 2018). 
There is an increase in the operating margin from the year 2023 in the year 2024. In the year 2023 the operating margin was 9.36%. In the year 2024 the operating margin was 11.02%. This is an improvement in operating profitability. This suggests that Coca-Cola HBC was able to grow its revenue and at the same time control its production costs. This would explain why its profit rose faster than its sales (Hayes, 2025). 
[bookmark: _Toc218984730]Net Profit Margin
Net profit margin refers to how much revenue a company has at its disposal after costs, interests, and taxes (Palasciano, 2025).
There was an increase in the net margin from 2023 to 2024. In 2023 the net margin was 6.24%. In 2024 the net margin was 7.62%. This hints at the fact that Coca-Cola HBC was able to increase its operating performance. Moreover, in the context, it also says that the financing and taxation costs were left at a level where the company could not only remain profitable but increase its profits (Clayman, et al., 2012). 

[bookmark: _Toc218984731]Return Measures: ROCE and ROE
In profit margins, the organization shows its performance on the basis of revenue. But in case of return ratio, the organization shows its performance on the basis of the capital that was invested. 
[bookmark: _Toc218984732][bookmark: _Hlk218839860]Return on Capital Employed (ROCE)
In ROCE ratio, it measures the return that the organization and its stakeholders got from the capital that was employed in its operations, using Operating Profit (PBIT). 
There was an improvement in Coca-Cola HBC’s ROCE from the year 2023 to the year 2024. In 2023 Coca-Cola HBC’s ROCE was 15.09%. In 2024, Coca-Cola HBC’s ROCE was 17.73%, This increase was only possible due to the company’s efficient and effective use of its long-term capital. This goes on to show that the company has been sensible with its investment into production, logistics, and supply-manufacture infrastructure, and as a result got good returns from them (Flynn, 2021). 
[bookmark: _Toc218984733]Return on Equity (ROE)
ROE measures the return generated for shareholders. ROE, or Return on Equity, is the return that company gives to its shareholders. There was an improvement in the percentage of ROE from 2023 to 2024. In the year 2023, the ROE was 20.55%. In 2024, it was 25.57%. This means that Coca-Cola HBC was able to add more value for its shareholders (Fernando, 2025). A company can get a higher ROE through increased profitability margins, better utilization of capital, and a more efficient financial standard (Gianfrate & Loewenthal, 2015).
Overall profitability conclusion: The ratio shows that Coca-Cola HBC improved its organizational profitability across all domains. This indicates that business success and business growth during 2024. 
[bookmark: _Toc218984734]Liquidity Analysis
Liquidity refers to the ability of a company to be able to meet its obligations in the short term. It is a really important metric of business performance for companies that are spread over multiple markets, as the flow of capital, payment for suppliers, and customer collection vary significantly across markets worldwide (CFI, 2020). 
[bookmark: _Toc218984735]Current Ratio
The current ratio compares current assets to current liabilities. The current ratio is the company’s existing assets in proportion to its existing liabilities.  The current ratio only showed slight improvement from the year 2023 to the year 2024. In the year 2023, the current ratio for Coca-Cola HBC was 1.02. In the year 2024, the current ratio is 1.06. This shows that the company only improved its short-term liquidity slightly. Moreover, that the value of current ratio is close to one suggests that the company only has limited liquidity buffer. This means that the company operates with regular flow of cash rather than keeping a strong liquidity reserve. This type of situation is sustainable for a fast-moving business with regular and predictable cashflows. In case of any disruption, however, the company would face a significant crisis.
[bookmark: _Toc218984736]Quick Ratio
The quick ratio of an organization focuses on liquidity by removing the product inventory from the existing assets of the company. 
The quick ratio for Coca-Cola HBC improved slightly from 2023 to 2024. In 2023 it was 0.81. In 2024 it was 0.86. But the ratio still remains below 1, despite the improvement. This means that without the price of the current product inventory, the company’s assets are unable to cover the liabilities that the company has. This further shows that Coca-Cola HBC relies on regular and predictable cash flows. This is common for large, consumer goods companies. However, this is vulnerable to market disruptions. 
[bookmark: _Toc218984737]Working Capital Liquidity Implications
Although Coca-Cola HBC’s liquidity ratios are seemingly low, they make sense in the context of the company’s business (Connolly, 2007). The company is more interested in achieving a dynamic state of operations using regular cash flows and working capital efficiency. And for a company like Coca-Cola HBC, it makes sense. The company has a huge business with regular cash flow thanks to its nature as a consumer goods business. It doesn’t matter that the company has low current and quick ratio, as long as the profitability of the business remains stable and the market experiences no disruptions, it could go on operating as normal. The liabilities that the company has can include trade payables, contract liabilities etc. 
Liquidity conclusion
Coca-Cola HBC’s liquidity ratios improved slightly from 2023 in 2024; however, it remains minimum. This shows the company’s strategy of operating efficiently with regular cash flows and supplier credit, using only short-term buffers of liquidity. 
[bookmark: _Toc218984738]Solvency and Capital Structure
Solvency is a metric hinting at the long-term financial stability and sustainability of a company, on the basis of its dependence on debt financing. Strong solvency is desirable in the business world, as it allows companies to withstand market disruptions, fulfil debt obligations, and retain its flexibility. 
[bookmark: _Toc218984739]Gearing Ratio
The gearing ratio refers to a proportion of the long-term capital funded by long-term borrowing. There is a clear increase in gearing from the year 2023 to the year 2024. In 2023 the gearing was 44.47%. In 2024 the gearing became 49.10%. This hints at the company relying more on long-term debt. This approach is risky, as higher gearing makes the company vulnerable to being leveraged by other organization, mostly debtors and investors, and may cause the company its profitability if interest rates were to rise (Kotey, 2019). 
But the gearing too must be interpreted in the context of Coca-Cola HBC’s situation. The company was able to secure higher profitability and return in 2024. The company could use this to counter balance leverage (Kenton, 2024). 
[bookmark: _Toc218984740]Relationship Between Gearing and Shareholder Returns
In some cases, high rates of gearing can increase ROE when a company has increased profits. This is mainly because shareholders have leverage on the company and benefits from said leverage. Coca-Cola HBC has had a successful year in 2024, where the company’s ROE increased from the previous year. This is one way for a company to increase its profitability. This is also a good strategy for the company as the debt that it has accrued is being used to fund growth actively (Campbell, 2021). 
[bookmark: _Toc218984741]Solvency Implications
Coca-Cola HBC’s gearing level is near 50%. This is a good sign, as it hints that the company has a balanced and somewhat leveraged structure. It is not an alarming rate. However, such a rate does make the company vulnerable to increase in the interest rates and market disruptions. For large organizations, debts are often managed intelligently in order to fund growth, capital investment, and shareholder returns. In the case of Coca-Cola HBC, the company can afford to remain stable despite its debt is because its cash flow is stable. Consumer goods, especially drinks, remain stable in their demand, especially in established markets. This can allow the company to take on moderate gearing. 
Solvency conclusion
In the year 2024, the company increased its reliance on long-term debt. This is a financial risk. But the increase in profitability and ROE makes it certain that Coca-Cola HBC remains solvent and stable. 
[bookmark: _Toc218984742]Efficiency Analysis
Working capitals are one of the most important assets for a company, thus a key metric for business success. Efficiency ratios consider how effectively a company manages its working capital. Working capital includes inventory, receivables, and payables (Relph, 2015). If a company has strong working capital, it supports the company’s liquidity, decrease financing risks, and creates better cash flow resilience (Chen, et al., 2010). 
[bookmark: _Toc218984743]Inventory Days
There was an increase in the inventory days from 2023 in the year 2024. In 2023 the number of inventory days was 42.59 days. In 2024 the number of inventory days was 45.85 days. Inventory days refer to the number of days that the product inventory was held onto by the company. Increased inventory days can mean a number of things. It could mean that Coca-Cola HBC is willingly holding on to its product inventory in order to be safer against any disruptions to its supply chains (Chopra, 2021). It could also mean that its production increased more than it can ship out. This could prove to be an issue as longer inventory days increase operational and overhead costs, and the company runs the risk of spoiling the products as they are consumer goods (Wright & Slaybaugh, 2020). 
[bookmark: _Toc218984744]Receivables Days
Receivable days refer to the average number of days that an organization takes to collect a payment from customers from a sale made in credit. Receivable days for Coca-Cola HBC show a slight increase from the year 2023 to the year 2024. In 2023 the number of receivable days was 42.58 days. In 2024 the number of receivable days became 42.02 days. This is a good sign for the company, as it shows that the company was able to bill and collect its payments from the customers regularly, ensuring that its cash flow remains stable. 
[bookmark: _Toc218984745]Payables Days
Payables days refers to how many days an organization takes to pay its suppliers for products that it bought on credit. There is an increase in the payable’s days from the year 2023 to the year 2024. In 2023 the payables days was 136.55. In 2024 the payables days were 141.73. This indicates that Coca-Cola HBC is taking longer to pay its suppliers in 2024 than it did in 2023. Generally, taking longer to pay suppliers reduces a company’s dependence on cash flow and short-term borrowing. It also increases liquidity (Hanantijo, 2023). However, taking too long may cause the company to have a bad reputation among the suppliers, or give it disadvantage in negotiations. Moreover, suppliers may also charge interests based on the delay, causing the company to lose revenue (CFI Team, 2022). 
Efficiency conclusion
Coca-Cola HBC’s working capital efficiency improved in some areas and worsened in others. It was mixed. Inventory days increased, receivable days decreased slightly, payables days increased. All this could be a willing step by the company to reduce pressure on its cash flows and increase revenue. But a balance needs to be maintained here (Chorafas, 2015). 

[bookmark: _Toc218984746]Investor Performance
[bookmark: _Toc218984747]Earnings Per Share (EPS)
EPS is the profit that the company gave out to its shareholders for every share. There was an increase in EPS from the year 2023 to the year 2024. In 2023 the EPS was £1.51. In 2024 the EPS was £1.96. This is supported by the increase in the company’s profits over this time period (Schmidt, 2022). This increase means that the company has added more value for the shareholders (Lichtenstein & Dade, 2007). This indicates business success and makes the company an attractive investment opportunity for the investors (Baker & Ricciardi, 2014). 
[bookmark: _Toc218984748]Dividend per Share (DPS)
Dividend per Share (DPS) refers to the cash dividend that has been proposed or has been paid per ordinary share. 
There was a slight increase in the dividend per share from the year 2023 to the year 2024. In the year 2023 the DPS was £0.81. In 2024 the DPS was £0.90. This is a hint that Coca-Cola HBC increased its return to the shareholders in 2024 from the previous year. This is aligned with the increased profitability of that year. 
[bookmark: _Toc218984749]Dividend Cover
Dividend cover refers to the measurement of how many times the amount of profit covers the amount of dividend payment. This is a key metric for sustainable dividend payments. 
The dividend cover shows a substantial increase from the year 2023 to the year 2024. In the year 2023 the dividend cover was 1.86 times. In 2024 the dividend cover was 2.19 times. This is a hint that Coca-Cola HBC’s profits increased a faster than its dividends, which only increased slightly. This ensures that the company can pay its returns to its shareholders and still have enough left over, increasing sustainability and reducing pressure both on the short- and long-terms. 
[bookmark: _Toc218984750]Dividend Yield
Dividend yield is a ratio of the dividend return against the share price. 
There was a slight decrease in the dividend yield from the year 2023 to the year 2024. In 2023 the dividend yield was 3.51%. In 2024 the dividend yield was 3.28%. This is a hint that the market valuation of Coca-Cola HBC’s shares increased in 2024, fueled by increased investor interest and trust in the company. 
[bookmark: _Toc218984751]Interest Cover
Interest cover is a measurement of how easily the operating profits can cover up the costs of financing. This is a metric of the strength of the company for debt servicing. 
There was a sharp increase in the interest cover from the year 2023 to the year 2024. In 2023 the interest cover was 9.17 times. In 2024 the interest cover was 7.11 times. This hints that for Coca-Cola HBC, the financing costs increased. This is most likely because of higher rates of interest that the company had to pay. Even still, the operating profits can still effectively cover the cost of financing. 
[bookmark: _Toc218984752]Price/Earnings (P/E) Ratio
Price/Earnings (P/E) ratio is a measurement of how much the investors would be willing to pay for £1 of earnings. This is an indication of how much confidence the investors have in the company. 
The P/E ratio showed a decrease from the year 2023 to the year 2024. In 2023 the ratio was 15.26. In 2024 the ratio was 13.94. This indicates that the EPS increased faster than the share price could. This decline can hint at stronger growth of earnings. Moreover, it could also hint at better value for the shareholders. However, this might also hint at any variations in the market environment or situation. 
[bookmark: _Toc218984753]Part 2
[bookmark: _Toc218984754]Investment Evaluation Options
Westward Plc, a company that produces high quality curtains, is faced with three investment options. These options are mutually exclusive, meaning that the company cannot follow more than a single one of them. These options include option A: Expanding its retail outlet that has been until now successful and include other products; option B: Expand into a digital business model; and option C: Introduce new products, wooden and Roman blinds. As with all investments into business growth, these investment options come with an initials cost. The company also provides a four-year projection of revenue. Given that corporation tax rate is 25%, capital allowances are 20% straight-line, and the discount factor is 6%. In such a scenario, this report analyses and evaluates these investment options to consult Westward plc about which option would be the best one for it to follow (Sanzo, 2005). 
These investment options come at a significant risk, and their failure after the significant initial investment could result in Westward plc losing its market relevance and share, with significant losses. To mitigate the risk as much as possible, the company has multiple appraisal methods available for it to make an informed decision. These options include Net Present Value (NPV), Payback Period, Accounting Rate of Return (ARR), and Internal Rate of Return (IRR). 
NPV is one of the best frameworks for appraisal, as it allows the organization to calculate the creation of value in terms of money and incorporates the fluctuations in the value of money over time (Spring, 2018). The internal Rate of Return is another great framework for understanding and making informed investment decisions. It allows businesses to assess the viability of an investment through a single percentage that is easy for the directors to interpret and compare with other investment options (Atrill, 2019). This works by figuring out the discount rate through which the company would break with the initial investment. But due to its simplicity, it can be unreliable in complex scenarios. In such complex scenarios, IRR might even give out wrong calculations (CFI, 2022). The focus of the Payback Period method, however, is on liquidity. The method works by identifying the time period necessary for the investment options to give the parent company its initial investment (Lin, 2019). But this method also has some shortcomings, as it cannot consider the fluctuations of the value of money over time or take into account cash flow after payback (Müller-Fürstenberger, 2017).  The Accounting Rate of Return is a highly popular method for many companies. However, its focus on profits over revenue makes it unreliable, as it may provide some misleading figures. Moreover, it also cannot take into account discounts. 
[bookmark: _Toc218984755]A. 
[bookmark: _Toc218984756]Net Present Value Technique
The NPV method evaluates whether a project is viable or not based on the comparison between the value of the future cash inflows to the initial investment by the parent company. If the result of the NPV is positive, it means that the investment would generate more returns than the cost of capital. This means that the venture would end up increasing the value for the shareholders (de Jongh, 2011). Negative NPV suggests that it’d generate less return than the initial investment, resulting in loss of value. 
Fortunately for Westward plc, all three of its investment ventures have a positive NPV value. Taking into account the taxation and capital allowance and a discount rate of 6%, the NPV value for option A, option B, and option C is respectively £643.17k, £792.23k, £742.48k. Since all three NPV values are in positive, this means that all three options for Westward plc are viable and would lead to business success. However, the best investment venture is the one with the best NPV. Thus, option B is the best investment venture option for the company. 
NPV is one of the best techniques for understanding which business investment venture is the best for an organization because it shows the time value of money, considers the capital costs, and is aligned with the value maximization for the shareholders (Hall & Sibanda, 2016). However, NPV calculations are strongly dependent on projection, and thus remain not fully reliable. If the future revenues are overstated, costs are understated, and discount rates are wrong, resulting figures from the NPV analysis are then unreliable and misleading. It also does not take many of the external market factors such as inflation and interest rates into account when measuring viability, thus being unreliable. 
However, its shortcomings notwithstanding, NPV is a really good method for measuring the viability of investment opportunities. In this scenario, the investment option with the best NPV is option B, and it should be the clear choice between the three investment options. 
[bookmark: _Toc218984757]Payback Period Method
The Payback Period method works by figuring out how much time it would take the investment option to give back the initial investment by the parent company using its own revenue. The shorter the time required, the best business investment options would be. In investing in a business growth venture, a company takes significant risk as it involves a lot of its funds in the new business venture, and longer time of payback means the company is vulnerable and under threat for longer. The different investment options for the different investment options show different timelines. The payback period for the investment options for the three different investment options are 2.22 years, 2.44 years, and 2.76 years for option A, option B, and option C respectively (Finance Management, 2022). 
These figures suggest that option A is the best investment option for Westward plc, as it would be able to get its initial investment back the fastest in this option. However, the Payback Period method also has significant weakness, or shortcomings. It is mainly focused on liquidity. Thus, option A seems the most viable as it prioritizes liquidity. However, it is worth pointing out that the method does not take into account the revenue generated after the payback period. Meaning, even if a venture generates more value overall, or more long-term value, but has a slow beginning, it would be flagged as unviable and less viable. It also does not take into account the fluctuation of the value of money over time (Kagan, 2025). 
Its shortcomings notwithstanding, according to the Payback Period method, Option A is the best investment option for Westword plc. However, it is worth noting that option B generates more value overall when taking into account discounting.
[bookmark: _Toc218984758]B.
[bookmark: _Toc218984759]Internal Rate of Return (IRR) Method
The Internal Rate of Return is a framework that is the discount rate in which a business investment venture’s NPV value is zero. It is a framework that shows the rate that the business investment venture is expected to give returns. If the business investment option’s IRR is more than the capital invested, the business investment option is viable. This is because it creates more returns than what is required at the minimum. 
The recommended project is option B, and its IRR is approximately 32.14%. This is higher than the discount rate, which would be 6%. According to IRR guidelines, it means that the investment project is going to give out much stronger return margin, much more than the company’s projected capital investments. This is in alignment with the conclusion of the NPV that the Option B is the best option in terms of financial attractiveness and value returns (Investopedia, 2022).  
IRR is also with its limits and shortcomings. It is worth noting that it cannot make sense of or take into account complex investment and business ecosystems, and becomes misleading when comparing multiple projects with different timelines and scale. It also functions under the implicit assumption that the interim revenues would be reinvested. Moreover, if the business venture’s revenues do not follow a predictable pattern, there can be multiple IRR rates (Azar & Noueihed, 2014). 
Its shortcomings notwithstanding, it is a great supporting measure to be used alongside NPV (Chron, 2023). 
[bookmark: _Toc218984760]Accounting Rate of Return (ARR)
The Accounting Rate of Return is one of the most popular frameworks in the business world, This is so because it is based on the accounting profit, and it is easy to use and compare different ventures to a target return. However, it is not a reliable method to investigate investment options. This is so because it disregards revenue and discounting. Also, it may not be able to reflect real economic and business performance of an organization (Adler, 2010). 
Westward plc provides revenue information rather than profit information. Moreover, the report also focuses on discounted revenue outcome rather than profit. Thus, ARR is not a useful method in this context (Gordon, 2020). At best it can remain a secondary, supporting measurement (CFI Team, n.d.). 
[bookmark: _Toc218984761]C. 
I. [bookmark: _Toc218984762]Why Net Present Value (NPV) and What is the Best Method for Investment Appraisal
The Net Present Value or NPV is one of the best approaches for the appraisal of investment options. This is so because the technique offers organizations that the different investment projects would contribute in terms of monetary value. It takes into account the value of future revenue after discounting. It also shows both profitability and timing. By taking into account capital investments, NPV figures out which project creates return more than the capital that the parent company has invested in it (Elliott & Elliott, 2017). 
Both NPV and IRR are methods that measure the discounted revenue rates. They are better than other methods that do not take into account the fluctuations of the value of money over time. But sometimes, it is possible that NPV and IRR gives out conflicting recommendations regarding which project to venture. In such scenarios, it is safe to go with NPV. This is even more true for the ventures that are mutually exclusive. NPV figures the total value, rather than the rate of returns. It also allows itself to be aggregated across multiple projects. 
For this analysis, as seen in the appendix, the NPV method is the best for figuring out the basis of informed decision-making. It isolates Option B as the best business investment option, as it offers the highest value. Although the Payback Period method offers Option A as the best business investment option. However, in this context, the Payback Period method cannot take into account the long-term implications. IRR is also thus used as a supporting method, but the main tool used here is NPV (Arjunan, 2017). 
Based on all the factors involved, and the context in which Westward plc operates, the NPV method is the best (Investguiding, 2023). 
II. [bookmark: _Toc218984763]Why Do Decision-Makers Use Non-Discounting Methods
Methods that use the discounting methods are better than those that do not. Still methods that do not use discounting remain popular, such as the Payback Period method, because they are simple and easy to compare. Also, they too measure some important aspects of business venture success, such as liquidity. This is why they are used as a supporting tool alongside NPV (Chron, 2023). The informed decisions are made by being aware of the shortcomings of each method, and taking all of their insights into account together. 
Methods that do not use discounting, such as the Payback Period method, is also quite useful when the full data is not available and also the decisions need to be made quickly. In many cases, the discounting rates and long-term projections are not valid, reliable, or trustworthy. In such situations, it is better to use Payback Period method and ARR, as these methods simplify the matter of decision-making quite a lot. 
In short, the use of non-discounting methods shows the practicality and need for informed decision-making, need for simplification, and risk management (Imarticus, 2024). 
III. [bookmark: _Toc218984764]Other Factors That Should Be Considered Before an Investment Decision is Made
Although this report mainly focuses on numerical and financial reporting, before making the leap to the investment, there are many other factors that the Westward plc must take into account. Many of the environmental factors that the financial forecast take for granted, such as stable market, good execution, is overly optimistic and do not allow the complexities that may arise out of a real world venture (Surridge, 2022). 
There are many macro-environment factors such as interest rates, inflation, consumer spending, growth and demand, competition from rivals etc. that complicates the situation of the company’s business expansion significantly (Johannesson, 2021). If the market faced recession or high inflation, if the purchase power per capita decreases, then the company faces significant challenges in establishing even a theoretically feasible business venture. There are other factors too, such as currency exchange rates, price of raw goods etc. 
Risk and ambiguity also have significant impact on the success or failure of a business investment venture. High return rates often come with high rates of risk and ambiguity. The company must first decide how much risk it is willing to take in its venture (Allen, 2021). Option B, for example, has the greatest creation of value but comes with the greatest risk, due to especially technology, competition, logistics, high overhead costs etc. 
Operational feasibility is critical. The availability of skilled staff, time required to implement, and resource capacity must be evaluated. A project may appear attractive financially but may fail if the company cannot implement it effectively. Governance and ethical risk should also be considered, including supplier dependencies, cyber risk (particularly for internet sales), regulatory requirements, and contractual liabilities.
There are many factors in the internal environment of the Westward plc that also play critical role in the performance of its business venture (Neneh, 2020). This includes the availability of human resources to ensure operational performance (Aydiner, et al., 2019). Even if a project is theoretically feasible, the methods used in finding its viability does not take into account factors such as this. Therefore, it is vital for Westward plc to take into account the availability of skilled staff. 
Lastly, even if the company has the ability to fund a project in theory, it may not be able to cope with the high upfront costs, leading to the failure of this project. Westward plc must take into account this factor as well. 
[bookmark: _Toc218984765]Recommendation
For Westward plc’s business expansion, all three investment options have got positive NPV. This means that the company can stick with any one of them and expect to have returns that are more than the capital invested in those businesses. Option B has got the highest NPV, with £792.23k. Option A has £643.17k. Option C has £742.48k. According to NPV, option B offers the best value for the shareholders, and therefore must be selected as the investment option. 
According to the Payback Period method, option A gives back the cost that the parent company gives earlier than the other option. However, this method does not take into account the value given after the return of the investment. This method does not take into account the discount future returns. Thus, NPV takes priority over this. Moreover, option B still has a short return period of 2.44 years. This makes it a reasonable choice supported by both NPV and Payback Period methods. 
Option B’s IRR is also quite good, with it being approximately 32.14%. This is significantly above the rate of 6% discounting. This makes it highly profitable. 
Based on the discussion above, as well as the calculations in the appendix below, it seems that the best decision for Westward plc is to invest into option B, which is Internet Sales. It creates the most value for the stakeholders and has got a good payback period too. 
[bookmark: _Toc218984766]Conclusion
Coca-Cola HBC’s financial ratios for the two years 2023 and 2024 show a clear improvement between the business performance. The company’s profitability improved quite a lot across all the dimensions: gross, operating and net margins. This happened because of the company being able to effectively and efficiently control its revenue, price setting, production and overhead expenditure etc. The return that the company gave also increased quite a lot. The increase in both ROCE and ROE suggests that the company was able to increase its returns for both investors and on the capital invested. The company’s liquidity remained low, due to its business of constant supply, demand, and cash flow (Gligor, 2020). The company took measures to include liquidity by increasing inventory days and payables days. This makes the company dependent on the suppliers. The company has high gearing and good solvency. This shows that Coca-Cola HBC has good resilience, dynamic finances, and stability. 
The investment appraisal conducted in this report concludes that even though all the investment options are viable for Westward plc, option B remains the best option for the company’s way forward. Option B has the best NPV approximately £792.23k. This shows that option B would create the greatest return for the shareholders. Its IRR is also quite good at approximately 32.14%, which is above the cost of capital. Although option A offers the company shortest payback period, it ignores the long-term value creation to decide on the Payback Period metric. Thus, NPV is taken to be the main deciding tool for Westward plc. However, the company must take into account the other factors that do not rely on numeric values before advancing on with its investment option. Macro and microenvironment factors can easily into loss any of the theoretically viable business ventures that Westward plc takes. These factors are more unpredictable, as they cannot be measured through calculations, projections, and reviews of the company’s performance. Rather, they require a deep understanding of the market environment. However, given their unpredictability, it becomes quite difficult to account for them. Thus, Westward plc must be prepared for anything, and not let the optimistic projection of the methods guide it. 
Bibliography
Adler, R., 2010. Enhancing business success: The role of performance management. Business Horizons, 53(4), p. 331–333.
Alexander, D. & Britton, A., 2017. International Financial Reporting and Analysis. 7 ed. London: Cengage Learning.
Allen, D., 2021. Risk and managerial finance. Managerial Finance, 21(1), p. 3–14.
Anon., n.d. [Online].
Arjunan, K., 2017. IRR Performs Better than NPV: A Critical Analysis of Cases of Multiple IRR and Mutually Exclusive and Independent Investment Projects. SSRN Electronic Journal, 1(1).
Atrill, P., 2019. Financial Management for Decision Makers. 9 ed. Harlow: Pearson.
Atrill, P. & McLaney, E., 2006. Accounting and Finance for Non-Specialists. 5 ed. Harlow: Pearson Education Limited.
Atrill, P. & McLaney, E., 2016. Financial Accounting for Decision-makers. 8 ed. Harlow: Pearson Education Limited.
Aydiner, A. et al., 2019. Business analytics and firm performance: The mediating role of business process performance. Journal of Business Research, Volume 96, p. 228–237.
Azar, S. & Noueihed, N., 2014. A Probabilistic Internal Rate of Return: Theory and Illustration. International Journal of Business and Managemen, 9(4).
Baker, H. & Ricciardi, V., 2014. Investor Behavior. Hoboken: John Wiley & Sons.
Best, R., 2013. Market-based Management: Strategies for Growing Customer Value and Profitability. Upper Saddle River, NJ: Pearson Education.
Bhimani, A., 2022. Financial Management for Technology Start-ups: A Handbook for Growth. 2 ed. London: Kogan Page.
Bloomenthal, A., 2025. Gross Profit Margin: Formula and What It Tells You. [Online] 
Available at: https://www.investopedia.com/terms/g/gross_profit_margin.asp
[Accessed 23 December 2025].
Bragg, S., 2018. Business Ratios and Formulas: A Comprehensive Guide. Hoboken, NJ: Wiley.
Brainkart, 2018. Factors influencing investment decisions. [Online] 
Available at: http://marts.brainkart.com/article/factors-influencing-investment-decisions---capital-budgeting-----a-conceptual-framework-1009/
[Accessed 07 March 2023].
Campbell, D., 2021. Business Strategy. 5 ed. London: Pearson.
CFI Team, 2022. Days Payable Outstanding. [Online] 
Available at: https://corporatefinanceinstitute.com/resources/accounting/days-payable-outstanding/
[Accessed 03 January 2026].
CFI Team, n.d. Annual Recurring Revenue (ARR). [Online] 
Available at: https://corporatefinanceinstitute.com/resources/valuation/annual-recurring-revenue-arr/
[Accessed 29 December 2025].
CFI, 2020. Liquidity Ratio. [Online] 
Available at: https://corporatefinanceinstitute.com/resources/accounting/liquidity-ratio/
[Accessed 02 January 2026].
CFI, 2022. NPV vs IRR. [Online] 
Available at: https://corporatefinanceinstitute.com/resources/valuation/npv-vs-irr/
[Accessed 26 December 2025].
Chen, W.-P., Chung, H., Hsu, T.-L. & Wu, S., 2010. External Financing Needs, Corporate Governance, and Firm Value. Corporate Governance: An International Review, 18(3), p. 234–249.
Chopra, S., 2021. Supply Chain Management: Strategy, Planning and Operation. 7 ed. New York: Pearson Education.
Chorafas, D., 2015. Business Efficiency and Ethics: Values and Strategic Decision-making. New York: Palgrave Macmillan.
Chron, 2023. Net Present Value method vs Payback period method. [Online] 
Available at: https://smallbusiness.chron.com/solve-conflicts-involving-capital-rationing-35799.html
[Accessed 20 December 2024].
Chron, 2023. Why is the Internal Rate of Return important to the organization?. [Online] 
Available at: https://smallbusiness.chron.com/solve-conflicts-involving-capital-rationing-35799.html
[Accessed 01 January 2025].
Clayman, M., Fridson, M. & Troughton, G., 2012. Corporate Finance. Hoboken, NJ: John Wiley & Sons.
Connolly, M., 2007. International Business Finance. New York: Routledge.
de Jongh, M., 2011. Shareholders’ Duties to the Company and Fellow Shareholder. SSRN Electronic Journal.
Drury, C., 2020. Management and Cost Accounting. 11 ed. Boston: Cengage Learning.
Elliott, B. & Elliott, J., 2017. Financial Accounting and Reporting. 18 ed. Harlow: Pearson.
Fernando, J., 2025. Return on Equity (ROE) Calculation and What It Means. [Online] 
Available at: https://www.investopedia.com/terms/r/returnonequity.asp
[Accessed 03 January 2026].
Finance Management, 2022. Payback Period. [Online] 
Available at: https://efinancemanagement.com/investment-decisions/payback-period-pbp
[Accessed 01 January 2025].
Flynn, B., 2021. On Theory in Supply Chain Uncertainty and its Implications for Supply Chain Integration. Journal of Supply Chain Management, 52(3), p. 3–27.
Gianfrate, G. & Loewenthal, S., 2015. Private Equity throughout the Financial Crisis. The Journal of Private Equity.
Gligor, D., 2020. The Role of Supply Chain Agility in Achieving Supply Chain Fit. Decision Sciences, 47(3), p. 524–553.
Gordon, L., 2020. Accounting Rate of Return vs. Economic Rate of Return. Journal of Business Finance & Accounting, 1(3), p. 343–356.
Hall, J. & Sibanda, T., 2016. Capital budgeting practices: An empirical study of listed small and medium enterprises. Corporate Ownership and Control, Volume 13, p. 199–208.
Hanantijo, G., 2023. Capital Structures Mediating Role in Profitability, Liquidity, and Firm Value. International Journal of Science and Research (IJSR), 12(7), p. 1163–1166.
Hayes, A., 2025. Operating Margin: What It Is and the Formula for Calculating It, With Examples. [Online] 
Available at: https://www.investopedia.com/terms/o/operatingmargin.asp
[Accessed 02 January 2026].
Imarticus, 2024. Discounting vs. Non-Discounting Methods: Which is Better for Capital Budgeting?. [Online] 
Available at: https://imarticus.org/blog/capital-budgeting-methods/
[Accessed 28 December 2025].
Investguiding, 2023. What is the best investment appraisal method?. [Online] 
Available at: https://investguiding-com.ngontinh24.com/articles/what-is-the-best-investment-appraisal-method#toc-2/
[Accessed 25 December 2024].
Investopedia, 2022. https://www.investopedia.com/terms/i/internal-rate-of-return-rule.asp. [Online] 
Available at: https://www.investopedia.com/terms/i/internal-rate-of-return-rule.asp
[Accessed 02 January 2025].
Johannesson, J., 2021. Business growth in a tough economy. International Journal of Business Competition and Growth, 1(3), p. 231.
Kagan, J., 2025. Payback period: Definition, formula, and calculation. [Online] 
Available at: https://www.investopedia.com/terms/p/paybackperiod.asp
[Accessed 02 January 2026].
Kenton, W., 2024. How the Gearing Ratio Works. [Online] 
Available at: https://www.investopedia.com/terms/g/gearingratio.asp
[Accessed 28 December 2025].
Kersten, R., Harms, J., Liket, K. & Maas, K., 2017. Small Firms, Large Impact? A Systematic Review of the SME Finance Literature. World Development, Volume 97, p. 330–348.
Kotey, B., 2019. Debt Financing and Factors Internal to the Business. International Small Business Journal, 17(3), p. 11–29.
Lichtenstein, S. & Dade, P., 2007. The Shareholder Value Chain: Values, Vision and Shareholder Value Creation. Journal of General Management, 33(1), p. 15–31.
Lin, H.-J., 2019. Why Should Managers Like Payback Period?. SSRN Electronic Journal, 1(1).
Müller-Fürstenberger, G., 2017. The Payback Period Rule: Its Impact on Innovation and Economic Growth. Bern: Universität Bern.
Neneh, B., 2020. Market orientation and performance: the contingency role of external environment. Environmental Economics, 7(2), p. 130–137.
Oakshott, L., 2020. Essential Quantitative Methods: for Business, Management and Finance. London: Macmillan International.
Palasciano, A., 2025. What is net profit margin? Formula for calculation and examples. [Online] 
Available at: https://www.investopedia.com/terms/n/net_margin.asp
[Accessed 04 January 2026].
Palepu, K. & Healy, P., 2020. Business Analysis & Valuation: Using Financial Statements. Mason, OH: South-Western.
Palmer, J., 2018. Financial Ratio Analysis. New York: American Institute of Certified Public Accountants.
Relph, G., 2015. Inventory Management: Advanced Methods for Managing Inventory within Business Systems. London: Kogan Page.
Sanzo, R., 2005. Ratio Analysis for Small Business. New York: Books for Busines.
Schmidt, J., 2022. Earnings Per Share Formula (EPS). [Online] 
Available at: https://corporatefinanceinstitute.com/resources/valuation/earnings-per-share-eps-formula/
[Accessed 29 December 2025].
Spring, D., 2018. An Examination of NPV Regulation. London: Chartered Institute of Public Finance & Accountancy.
Surridge, M., 2022. The Business Environment. London: Collins Educational.
Van Greuning, H., 2006. International Financial Reporting Standards: A Practical Guide. 4 ed. Washington, DC: World Bank.
Wright, D. & Slaybaugh, C., 2020. Inventory Management. Wellington: New Zealand Society of Accountants.



























[bookmark: _Toc218984768]Appendix 
[bookmark: _Toc218984769]Part 1
All amounts converted using €1 = £0.87. 
Gross Profit Margin
Gross Margin = (Gross Profit / Net Sales Revenue) * 100
	Year
	Gross Profit (£m)
	Net Sales Revenue (£m)
	Gross Margin (%)

	2023
	3,094.9
	8,860.1
	(3,094.9 / 8,860.1) * 100 = 34.93%

	2024
	3,373.4
	9,356.3
	(3,373.4 / 9,356.3) * 100 = 36.06%



Operating Profit Margin
Operating Margin = (EBIT / Revenue) * 100
	Year
	EBIT (£m)
	Revenue (£m)
	Operating Margin (%)

	2023
	829.6
	8,860.1
	(829.6 / 8,860.1) * 100 = 9.36%

	2024
	1,031.3
	9,356.3
	(1,031.3 / 9,356.3) * 100 = 11.02%



Net Profit Margin
Net Margin = (Net Profit / Revenue) * 100
	Year
	Net Profit (£m)
	Revenue (£m)
	Net Margin (%)

	2023
	553.1
	8,860.1
	(553.1 / 8,860.1) * 100 = 6.24%

	2024
	713.1
	9,356.3
	(713.1 / 9,356.3) * 100 = 7.62%



Return on Capital Employed (ROCE)
ROCE = (PBIT / (Total Assets – Current Liabilities)) * 100
	Year
	PBIT (£m)
	Total Assets (£m)
	Current Liabilities (£m)
	ROCE (%)

	2023
	792.0
	8,596.3
	3,347.2
	792.0 / (8,596.3 – 3,347.2) * 100 = 15.09%

	2024
	981.4
	9,268.7
	3,733.3
	981.4 / (9,268.7 – 3,733.3) * 100 = 17.73%



Return on Equity (ROE)
ROE = (Profit after Tax / Shareholders’ Funds) * 100
	Year
	Profit after Tax (£m)
	Shareholders’ Funds (£m)
	ROE (%)

	2023
	553.1
	2,690.7
	(553.1 / 2,690.7) * 100 = 20.55%

	2024
	713.1
	2,789.0
	(713.1 / 2,789.0) * 100 = 25.57%



Current Ratio
Current Ratio = Current Assets / Current Liabilities
	Year
	Current Assets (£m)
	Current Liabilities (£m)
	Current Ratio

	2023
	3,399.0
	3,347.2
	3,399.0 / 3,347.2 = 1.02

	2024
	3,969.3
	3,733.3
	3,969.3 / 3,733.3 = 1.06



Quick Ratio
Quick Ratio = (Current Assets – Inventory) / Current Liabilities
	Year
	Current Assets (£m)
	Inventory (£m)
	Current Liabilities (£m)
	Quick Ratio

	2023
	3,399.0
	672.8
	3,347.2
	(3,399.0 – 672.8) / 3,347.2 = 0.81

	2024
	3,969.3
	751.6
	3,733.3
	(3,969.3 – 751.6) / 3,733.3 = 0.86




Inventory Days
Inventory Days = (Inventory / Cost of Sales) * 365
	Year
	Inventory (£m)
	Cost of Sales (£m)
	Inventory Days

	2023
	672.8
	5,765.1
	(672.8 / 5,765.1) * 365 = 42.59 days

	2024
	751.6
	5,982.9
	(751.6 / 5,982.9) * 365 = 45.85 days



Receivables Days
Receivables Days = (Receivables / Sales) * 365
	Year
	Receivables (£m)
	Sales (£m)
	Receivables Days

	2023
	1,033.6
	8,860.1
	(1,033.6 / 8,860.1) * 365 = 42.58 days

	2024
	1,077.2
	9,356.3
	(1,077.2 / 9,356.3) * 365 = 42.02 days



Payables Days
Payables Days = (Payables / Cost of Sales) * 365
	Year
	Payables (£m)
	Cost of Sales (£m)
	Payables Days

	2023
	2,156.8
	5,765.1
	(2,156.8 / 5,765.1) * 365 = 136.55 days

	2024
	2,323.2
	5,982.9
	(2,323.2 / 5,982.9) * 365 = 141.73 days



Gearing Ratio
Gearing % = LT Borrowings / (LT Borrowings + Shareholders’ Funds) * 100
	Year
	LT Borrowings (£m)
	Shareholders’ Funds (£m)
	Gearing (%)

	2023
	2,154.5
	2,690.7
	2,154.5 / (2,154.5 + 2,690.7) * 100 = 44.47%

	2024
	2,690.0
	2,789.0
	2,690.0 / (2,690.0 + 2,789.0) * 100 = 49.10%



Earnings Per Share (EPS)
EPS = Profit after Tax / Number of ordinary shares
	Year
	Profit after Tax (£m)
	Shares (m)
	EPS (£)

	2023
	553.1
	367.1
	553.1 / 367.1 = 1.51

	2024
	713.1
	364.3
	713.1 / 364.3 = 1.96



Dividend per Share (DPS)
DPS = Dividend Declared / Number of ordinary shares
	Year
	Dividend per Share (€)
	Conversion (€ * 0.87)
	DPS (£)

	2023
	0.93
	0.93 * 0.87
	0.81

	2024
	1.03
	1.03 * 0.87
	0.90



Dividend Cover
Dividend Cover = Profit after Tax / Total Dividends Paid  (Total Dividends Paid = DPS (£) * Shares (m))
	Year
	Profit after Tax (£m)
	DPS (£)
	Shares (m)
	Total Dividends Paid (£m)
	Dividend Cover (times)

	2023
	553.1
	0.81
	367.1
	0.81 * 367.1 = 297.0
	553.1 / 297.0 = 1.86

	2024
	713.1
	0.90
	364.3
	0.90 * 364.3 = 326.4
	713.1 / 326.4 = 2.19



Dividend Yield
Dividend Yield = (Dividend per Share / Market Value per Share) * 100
	Year
	DPS (£)
	Share Price (£)
	Dividend Yield (%)

	2023
	0.81
	23.04
	(0.81 / 23.04) * 100 = 3.51%

	2024
	0.90
	27.32
	(0.90 / 27.32) * 100 = 3.28%



Interest Cover
Interest Cover = EBIT / Finance Costs
	Year
	EBIT (€m)
	EBIT (£m) (*0.87)
	Finance Costs (€m)
	Finance Costs (£m) (*0.87)
	Interest Cover (times)

	2023
	953.6
	953.6 * 0.87 = 829.6
	104.0
	104.0 * 0.87 = 90.5
	829.6 / 90.5 = 9.17

	2024
	1,185.4
	1,185.4 * 0.87 = 1,031.3
	166.7
	166.7 * 0.87 = 145.0
	1,031.3 / 145.0 = 7.11



Price/Earnings (P/E) Ratio
P/E = Market Value per Share / Earnings per Share
	Year
	Share Price (£)
	EPS (£)
	P/E (times)

	2023
	23.04
	1.51
	23.04 / 1.51 = 15.26

	2024
	27.32
	1.96
	27.32 / 1.96 = 13.94





[bookmark: _Toc218984770]Part 2
[image: ]
Option A
PV of inflows = 1,243.17
Initial investment = 600
PI(A) = 1,243.17 / 600 = 2.07
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Option B
PV of inflows = 1,792.23
Initial investment = 1,000
PI(B) = 1,792.23 / 1,000 = 1.79
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Option C
PV of inflows = 2,342.48
Initial investment = 1,600
PI(C) = 2,342.48 / 1,600 = 1.46
[image: ]                                                                    
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Assumptions

Corporation tax rate 0.25

Capital allowance rate (straight line) 0.20

Cost of capital / discount rate 0.06

Capital rationing budget (£'000) 2500

Project life (years) 4

Project data

Option Initial cost (£'000) Year 1 CF Year 2 CF Year 3 CF Year 4 CF

A 600 200 400 500 700

B 1,000 400 450 720 980

C 1,600 450 700 900 1,200

Westward Plc – Part 2 Investment Appraisal (All amounts in £'000)
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Year After-tax Cash flow

Discount Factor 

(6%)

PV

0 -600.00 1.0000 -600.00

1 180.00 0.9434 169.81

2 330.00 0.8900 293.70

3 405.00 0.8396 340.05

4 555.00 0.7921 439.61

Total NPV 643.17

Year After-tax Cash flow Cumulative CF

0 -600.00 -600.00

1 180.00 -420.00

2 330.00 -90.00

3 405.00 315.00

4 555.00 870.00

Payback (years) 2.22

IRR 38.98%

Profitabilit

y Index

2.07

Option A

Key outputs

Calculation of Net Present Value (NPV)

Calculation of Payback Period
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Year After-tax Cash flow

Discount Factor 

(6%)

PV

0 -1,000.00 1.0000 -1,000.00

1 350.00 0.9434 330.19

2 387.50 0.8900 344.87

3 590.00 0.8396 495.38

4 785.00 0.7921 621.79

Total NPV 792.23

Year After-tax Cash flow Cumulative CF

0 -1,000.00 -1,000.00

1 350.00 -650.00

2 387.50 -262.50

3 590.00 327.50

4 785.00 1,112.50

Payback (years) 2.44

IRR 32.14%

Profitabilit

y Index

1.79

Calculation of Payback Period

Key outputs

Calculation of Net Present Value (NPV)

Option B
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Calculation of Net Present Value (NPV)

Discount Factor
Year After-tax Cash flow (6%) PV

0 -1,600.00 1.0000 -1,600.00
1 417.50 0.9434 393.87
2 605.00 0.8900 538.45
3 755.00 0.8396 633.91
4 980.00 0.7921 776.25

Total NPV 742.48

Calculation of Payback Period
Year After-tax Cash flow Cumulative CF

0 -1,600.00 -1,600.00
1 417.50 -1,182.50
2 605.00 -577.50
3 755.00 177.50
4 980.00 1,157.50
| Payback (vears)| 2.76

Key outputs

IRR 22.20%

Profitabilit

1.46
y Index
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