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[bookmark: _Toc222786303]Executive Summary
This report analyses the financial performance of Unilever PLC in the period of both the 2023 and 2024 financial years and explains the decision-making on investment when judging by the capital appraisal techniques in the case of Beard Plc. Unilever is addressed in terms of audited consolidated financial statements and uses the primary financial ratios, which involve profitability, liquidity, gearing, efficiency and performance of investors.
Unilever has achieved an improved underlying sales growth in 2024 of 4.2%, with a great contribution of 2.9% volume growth and a brilliant performance of its Power Brands portfolio. The gross margin rate has increased by 280 basis points to around 45 per cent and has resulted in an underlying operating profit of 12.6 per cent (11.2 billion Euros) and in a better operating margin of 18.4. The underlying earnings per share also increased by 14.7 per cent to 2.98, free cash flow increased considerably to 6.9 billion, which gives a cash conversion of 106 per cent. It was stable in terms of liquidity (0.76 current ratio), gearing, and operating efficiency was satisfactory due to the productivity programmes, but the restructuring costs affected statutory profitability.
The comparison was made on three projects at a cost of capital of 5 per cent (after tax and capital allowance) and under the Net Present Value (NPV) and Internal Rate of Return (IRR) in the case of Beard Plc. The greatest NPV (around £380,000) and the greatest IRR (1822%) were in project B. Projects B and A will be sought under the capital rationing of constraints of 1.5 million, where the funds will be raised by the retained earnings, as it will maximise the shareholders' value.
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[bookmark: _Toc222786304]1. Introduction
Unilever PLC is a fast-moving consumer goods (FMCG) multinational company based in London and is listed on the London Stock Exchange under the FTSE 100 list. The company has a diversified portfolio and is operational in the regions of Beauty and Wellbeing, Personal Care, Home Care and Nutrition, with over 190 countries of operation.
The current world environment that the world FMCG business finds itself in is the inflationary pressure, the destabilisation of the supply chain, the changing consumer preference towards sustainability and health, and the inflexible competition of giant multinational corporations, including Procter & Gamble, Nestle, and Reckitt (Awodire et al., 2023).
[image: Unilever Annual Report and Accounts 2023]
Figure: Unilever Annual Report, 2023
In the evaluation of the financial position and performance of Unilever in 2023-2024, the author of this report will use the ratio analysis. The analysis explains the trend in its financial analysis with a view to the strategic decisions, which may be pricing policies, volume increment, cost management and portfolio reorganisation.


[bookmark: _Toc222786305]Task 1: Financial Ratio Analysis of Unilever PLC
[bookmark: _Toc222786306]1. Profitability Performance
The profitability ratios are the ratios that can be used to decide how well the firm will be able to generate profits as a percentage of the sales revenue, the total assets and capital invested. They provide an eye-opener to operational efficiency, pricing, cost management and value creation in general. The profitability of Unilever in 2024 will be many times higher than the condition of 2023, and this fact will allow saying that the activity of the strategy and reorganisation of the work starts to yield monetary rewards (Götze, Northcott and Schuster, 2015).
[image: Capital Budgeting and Investment Appraisal Techniques]
Figure: Capital Budgeting (Götze, Northcott and Schuster, 2015).
The increases in revenue moved upwards in 2023 and are set to grow to 60.8 billion in 2024. This is only a modest growth of headlines, but what is more valuable is the underlying growth of sales, which increased by 4.2 per cent, of which 2.9 per cent was generated by the growth of volume. This is a strategic change that is significant. The growth in price as a reaction to the inflationary forces had been very advantageous to the growth of revenue in the FMCG sector. The expansion in volumes, on the other hand, signifies good consumer demand, improved brand competitiveness and good performance in the market share (Mathew, 2024). The rationale behind this is that the volume growth is a more viable concept of growth as compared to price-based growth because it reflects the actual demand and not the short-term inflation adaptations.
There is an increase in gross margin of about 280 basis points in year twenty-four. This has been augmented with the facilitation of the cost of raw materials, the improvement of the efficacy of the supply chain, stringent pricing policies and productivity programmes under the Growth Action Plan of the company. The larger amounts were also adding to the operational leverage at which the fixed costs were apportioned with the increase in the revenue base. The gross margin growth reflects that there is appropriate control of costs and discipline in the business operation, especially in areas where there is strong competition within the market with regard to price and unpredictability of inputs (Arslan and Zaman, 2015).
It is also better in its 2024 margin of operation, compared to 2023, at 18.4. This growth is not only an indicator of an increase in gross profitability, but it also indicates better control of the selling, administrative, and marketing costs. It proves that the company could balance between the cost-efficiency approach and brand growth and development. This is an indicator that there was cost-efficiency through increased productivity as compared to strategic cuts in investment in marketing spending and higher margins.
The underlying operating profit has gone up to 11.2 billion Euros or 12.6 per cent per annum. It, however, reported operating profit of 9.4 billion as a result of restructuring costs, portfolio optimisation costs and transformation costs that were one-off. The statutory and underlying figures are not similar. The underlying profit will give an understanding of core performance in operations against the statutory profit, which will determine the entire accounting impact of the strategic restructuring (Yoganandham, 2025). The variance between two values depicts that the company is in the transition phase, which has so far choked the reported earnings but has the potential to boost its competitiveness in the long run.
Otherwise, the net profit margins were fairly stable despite restructuring charges. The net level stability means poor performance in the overall performance of finances. The adjustments of exceptional items in the company indicated that the company has been profitable and that it had high brand equity and diversified geographic exposure.
Value of Return on Invested Capital (ROIC) was greater and was found to be around 18.1 above the cost of capital. This is a very important value creation measure. The fact that the ROIC is above the cost of capital is additional testimony that the company is making returns that outweigh the expectations of the investors, and it is also creating economic value (Alkaraan, 2020). Increased ROIC is also an indication of increased capital allocation behaviour, productivity of assets and operations.
At a broad level, the profitability ratios show that Unilever is not in an era of margin strain, but rather one of recovery and growth. Financial returns of strategic focus on Power Brands, productivity programmes and portfolio optimisation seem to be yielding actual financial benefits (Park and Sharp, 2021). The sustainable profitability will be fixed, however, on the ability to sustain the growth of the volume, the variability of the input costs and the programmes of the operational efficiency.
[bookmark: _Toc222786307]2. Liquidity Position
The Liquidity ratios can be used to determine the capability of the company to cover its short-term obligations and the efficiency of its working capital. Given that a global FMCG organisation has its operations in 190-plus countries, it is worth noting that liquidity management is addressed to ensure that the supply chain is not disrupted and the operations remain stable (Chukwuma-Eke, Ogunsola and Isibor, 2022a).
The level of the current ratio has been preserved at the approximate value of 0.76 in 2023 and 2024. This is the least value in contrast to the traditional norm of 1:1, yet it does not seem to be a problem that should be elevated in the FMCG industry. The industry has a high turnover in inventory, good relationships with suppliers and assurance of injections of cash on a daily basis, which is attributed to consumer shopping, which can explain the low current ratios of firms in the industry (Li and Trutnevyte, 2017). The stability of the ratio indicates that there is no depreciation in the short-term liabilities.
Quick ratio is an increase of 0.50 in 2024 compared to 0.46 in 2023. The invention does not consider the inventory, and thus, the quick ratio is a narrower analysis of the short liquidity. The growth offers better cash and receivables management, which is a superior operational cash management. This is walking in the right direction in terms of improved efficiency of the working capital and increased generation of free cash flows.
The free cash flow is growing at a steep pace to 6.9 billion Euros in 2024 and a cash conversion ratio of 106. This implies that the operating profit was turned into actual cash flows that effectively represent high-quality earnings (Elmassri, Harris and Carter, 2016). Positive cash conversion shows that there is control of capital expenditure, excellent receivables debt collection and better management of the inventory.
Even when dividends and share buyback were conducted in back of an estimated value of the money amounting to 5.8 billion, the liquidity was retained. It is an excellent capital allocation where the shareholders are given the returns without affecting the cash requirements of the operations (Ren, 2022). The ability to allocate huge amounts of money and still be liquid defines the financial well-being and credibility of the cash flow by the management.
The liquidity, however, is vulnerable to the external macroeconomic forces. These working capital dynamic factors can be affected by the factors of inflation, the unstable exchange rate, geopolitical tension, and supply chain disruption that can take place. The foreign exchange risk may have an impact on the timing of the cash flow and reported earnings in a firm that is highly exposed to the emerging markets (Alexander, 2018).
The solutions to these risks are attentiveness to active treasury management, digitisation of the supply chain and intelligent demand forecasting. Altogether, liquidity ratios indicate that the company is sound enough financially in the short run and can afford to pay dividends to the shareholders and invest in the company's strategies.
[bookmark: _Toc222786308]3. Gearing and Financial Risk
The gearing ratios indicate the level to which the organisation relies on debt financing, without mentioning the level of risk in the financial position. Through optimal capital structure, there should be a balance between increasing returns through leverage and financial stability.
The period net debt of Unilever was between 24.5 and 25.7 billion, and the overall debt was approximately 2930billion. Its debt-to-equity ratio was between 1.5 and 1.9, which is moderate leverage. A moderate capital structure is present with such gearing, and the use of debt financing is involved, though the financial risk can be managed (Gardiner, 2017).
The interest coverage ratios were favourable as there was an improvement in operating profitability. High operating margins will also enable the company to comfortably pay its interests in a high global interest rate environment. The huge interest coverage will minimise the refinancing risk, and a good credit rating, and this will translate to a low cost of borrowing.
The balance sheet was also made to include pension surpluses and good financial management. The moderate leverage is also advantageous in the sense that it allows the company to remain tough in case of economic downturn, as well as in case of market changes. It is, however, also able to curtail aggressive expansion strategies that are more borrowed (Zopounidis et al., 2015). Acquisitions or huge investments should be strategic; therefore, they should be considered in a very long-term manner as regards their effects on the capital structure.
In most cases, the financial management is healthy regarding the gearing ratios. The company is financially elastic as well, as it is also enjoying the tax- deductible interest benefits. Further leverage constraint will ensure the balance will remain constant, but favour selective growth investments.
[bookmark: _Toc222786309]4. Operational Efficiency
The efficiency ratios take into consideration the efficiency of the company in utilising the company's assets (i.e. the inventory and working capital) in producing the income. The improvement in efficiency will most probably be directly proportional to the quality of the margins and cash flows.
The 2024 turnover of the assets was somewhat better in the sense that the assets' base was put into better use to generate revenues (Sorgato, Schneider and Rüther, 2018). It implies severe capital spending and high productivity. Its productivity improved since growth in revenue was higher than the growth in assets.
It also had high inventory turnover, which was facilitated by the better forecasting of the demand and optimisation of the supply chain. The increased rate in the inventory will propel the low cost of storage, reduce the risk of obsolescence, and the gross margin performance will be higher. The product lifecycle is short in the case of the FMCG industry, and the taste of the consumers is volatile; effective inventory control is a necessity.
There was a normal running operation cycle on the payables and management of the receivables. A good relationship with the supplier and good receivables management practices create an opportunity to ensure cash is collected on time, and this is assisted by good credit conditions (Grant, 2021). The positive working capital management also had a direct effect on the better free cash flow and stability of liquidity.
One of the possible future improvements is further digitalisation. This can lower the operation cost due to automation, artificial intelligence-based demand modelling and an integrated supply chain platform that is more responsive to market changes. The margins will grow and grow through increasing efficiency in the long-term competitiveness.
[bookmark: _Toc222786310]5. Investor Performance
The investor ratios are used to establish the attractiveness of the company as a shareholder. They include profitability per share, the dividend returns and market value.
The fundamental earnings per share (EPS) increased by 14.7 per cent to 2.98 in 2024. The expansion would mean an increment in profitability as well as the quality of earnings. Growth in the EPS will boost the confidence of the shareholders and lead to an upsurge in the share price (Weston and Nnadi, 2023).
The image of the company as a safe and easy income-earning investment was also supported by the dividend yield, which was approximately 3-3.5, which was also good. Dividend payments in all situations provide an insight that the company is firm and dedicated to the shareholders.
It had increased the ROE as the net income was increased compared to shareholder equity. A high ROE would imply that the same resources to shareholders have been harnessed in the best way possible to make a profit (Shapiro and Hanouna, 2019).
The P/E ratios were average, which depicted the stable yet cautious investor confidence. The market worth is the forecast of the steady growth as opposed to the boom growth. The further expansion of profits and ratios can support further multi-development (Maheshwari, Maheshwari and Maheshwari, 2024).
All in all, the investor ratios demonstrate the self-reaffirming financial recovery, the augmented quality of the earnings and sustainable value creation.
[bookmark: _Toc222786311]6. Critical Evaluation and Limitations
Ratio analysis is a restricted tool in the sense that it is a potential quantitative tool. Ratios are based on the past financial performance, but not the future performance, especially in unstable economic times.
The underlying measure that is not a GAAP measure is the management discretion on what to omit, which can lower comparability and disclosures. The reorganisation of costs may lead to the perversion of the short-term profitability, and the interpretation of the trends becomes complicated (Zietlow et al., 2018).
Secondly, the ratio analysis fails to represent a qualitative force, like brand equity, strength of innovation, leadership effectiveness, or the performance of the ESGs. These drivers are non-financial, and they have a huge impact on long-term competitiveness and stock value.
Another risk is also the inconsistency of benchmarking in the industry, as there were disparities in the accounting policies, geographical exposures, and product portfolios of the competitors in the case (Ross, 2015). Hence, one should assume that ratio analysis falls into the frame of the strategic background and macroeconomic environment.
[bookmark: _Toc222786312]7. Strategic Recommendations
In an attempt to maintain financial growth, Unilever must persist in productivity and cost-effective programmes to boost margin growth. The added digital transformation of the supply chain management and demand forecasting will assist it in being more responsive and less expensive (Winch and Leiringer, 2016).
The intermediate range gearing will also entail the flexibility of the finances and the capacity to resist the unpredictable economic circumstances. This is attributed to the high exposure to new markets, and therefore, there is a need to manage the foreign exchange risk effectively.
[image: Unilever's Super Stretch Goal for 2020 | Springer Nature Link]
Figure: Unilever Sustainable Goal (Winch and Leiringer, 2016).
It will lead to growing investor confidence through increasing the visibility of the reporting between the statutory reporting and the underlying reporting (Chukwuma-Eke, Ogunsola and Isibor, 2022b). The financial plan should include the factor of ESG that will increase the worth of the stakeholders and sustainability in the long term.
Operational discipline enables Unilever to strengthen long-term shareholder value and its long-term positions in the FMCG industry globally.


[bookmark: _Toc222786313]Task 2: Investment Appraisal for Beard Plc
The investment appraisal aspect of strategic financial management is a particular aspect because it allows organisations to allocate the limited resources they have to projects that would maximise the wealth of shareholders. Beard Plc has been deliberating on three mutually exclusive investment opportunities that will enable the company to become even stronger in terms of competitiveness and improve its profitability in the long run. In the initial option, it will entail expansion of the existing retail store at a start-up cost of 600,000. Option B will entail the architecting of an online sales platform that will entail an investment of 900,000, and Option C will involve the production of purses and wallets, which will cost 1,000,000. The project life cycle of the projects will be four years, and the cash inflows will be received annually.
The Net Present Value (NPV) technique is used to provide financial analysis, whereby the corporate tax rate is 25, the capital allowance is 20 on a straight-line basis, and the cost of capital is 5. It will be analysed in terms of determining the financial feasibility of both options, the prescription of the best alternative to invest in, the calculation of the Internal Rate of Return (IRR) of the option of choice and critically, the theoretical and practical issues with respect to the capital budgeting techniques (Jenkins and Harberger, 2018). Moreover, other qualitative and funding issues will be studied to develop a comprehensive management proposal.
[bookmark: _Toc222786314]Evaluation of the Three Investment Options Using Net Present Value (NPV)
The Net Present Value is the technique which calculates the depreciation between the current value of the total amounts of the cash outflow that is bound to be collected in the future and the initial outlay of the investment. It uses the time value of money by discounting the future cash flows at the cost of capital in the company (Riley, Michael and Mahoney, 2017). Positive NPV implies that the project will produce higher returns compared to the rate of return that is needed, hence the shareholder wealth will be increased.
[bookmark: _Toc222786315]Tax Adjustments and Capital Allowances
The changes that ought to be made to operating cash inflows are that they would be taxed prior to the discounting. It also has a multiplication of operation inflows of 75% to obtain after-tax cash flows, as the corporation tax is 25%. The capital allowances also offer tax relief, which offers tax shields of 25 per annum as compared to the amount of depreciation allowance per annum.
In the case of option A, capital allowances of the initial investment in the form of annual capital allowances of 120, 000 (20 of 600,000 on a straight line basis over a four-year period) are considered. A sum of £30,000 will result in an annual tax shield.
In the case of option B, where it is assumed that the investment will be made in 900,000 pounds, the annual capital allowances will be 180,000, and this will give a tax shield of 45000 per annum (Weber, Staub-Bisang and Alfen, 2016).
Applying the case of option C, whereby an investment of 1,000,000 pounds produces a capital allowance of 200,000 pounds per annum, to produce a 50,000-pound tax shield per annum.
These tax shields are included in the post-tax operating cash flows to produce the net annual cash flows that shall be utilised in the calculation of NPV.
[bookmark: _Toc222786316]Discounting Process
The discount rate is referred to as the 5 per cent cost of capital. Discount factors of Years 1- 4 stand at 0.9524, 0.9070, 0.8638 and 0.8227, respectively. Such factors are employed to offset the future cash flows to equivalents of present value in such a manner that time preference and opportunity cost are taken into consideration during the appraisal (Nimtrakoon and Tayles, 2015).
[bookmark: _Toc222786317]Option A: Retail Expansion
According to option A, the net cash inflows or outflows in a year will be adjusted as follows: £105,000, 165,000, 187,500 and 225,000. On discounting the said cash flows and the initial project cost of 600,000 pounds, which is deductible, then the project will have 220,000 pounds as the NPV.
This favourable NPV shows that an increase in the size of the current retail outlet would translate to the generation of value that will exceed the 5 per cent required rate of return by the company (Nolzen, 2018). It is making it economically viable and adding value to the shareholder wealth, therefore.
[bookmark: _Toc222786318]Option B: Development of Online Sales Platform
B is the one that is associated with larger adjusted annual net cash inflows of between 225,000 and 330,000 net cash inflows over the four years. The NPV is calculated as approximately 380,000 on a discounted rate of 5 per cent and in the discounted investment compared to the initial cost of investment of 900,000.
This is the most optimal NPV of the three alternatives. The high positive NPV is not only used to signify the high capital efficiency but also used to signify the fact that the online platform would enable maximum absolute growth of the shareholder wealth (Steiss, 2019).
[bookmark: _Toc222786319]Option C: Diversification into Purses and Wallets
The third alternative (option C) would involve a start-up amount of 1,000,000, but would also lead to high projected cash inflows. The NPV of the project is estimated to be pre-tax and discounted by about 350000 pounds.
It may be financially appealing, and the addition of value is self-explanatory; however, the NPV of its returns is a little bit less than that of Option B because its initial capital cost is very high compared to the advancement of capital (Chukwuma-Eke, Ogunsola and Isibor, 2021).
[bookmark: _Toc222786320]Comparative Analysis
The NPV decision rule suggests that all three projects are acceptable because they give positive NPVs. But the project with the largest NPV is to be chosen in case of a mutually exclusive project. In this case, option B is best followed by option C and lastly comes option A.
[bookmark: _Toc222786321]Recommendation
There is option B that we can recommend as per the NPV, which is the development of an online sales platform. The NPV of it was estimated to be at the most advantageous to the wealth of the shareholder at £380,000.
The online growth is also strategically scalable, and has the possibility to grow the revenues quickly without the overhead of the physical growth of the outlets (Celestin, 2017a). Operating costs of e-commerce are lower at the periphery, and the project is founded on the previous brand name and product lines.
As compared to the scenario in the case of Option C, where diversification into a new line of products will be crucial, and there may be an operational learning curve, and there is a risk of rebranding, the utilisation of existing competencies is observed in the case of Option B. The fact that option C is more capital-heavy and possibly bears some threats of operation is also a good financial argument as to why this option is not so appealing (Karadag, 2015). The value of option A is not the highest, though; it can be considered as a viable option and has fewer growth opportunities.
[bookmark: _Toc222786322]Approximate Internal Rate of Return (IRR) for the Recommended Option
IRR will be the discount rate at which the NPV of the project shall be equal to zero. The IRR of option B should be significantly greater than 5 per cent, taking into consideration that the NPV of the option should be great and positive at a 5 per cent level.
The NPV is positive at a point of about 15 percent and falls to zero at a range of 18 to 22 percent by interpolating discount rates. Thus, the option B IRR will be estimated to be 18-22.
Being within a 3-4 range, IRR is quite a large value when compared to the required rate of return of 5 per cent, which presupposes high profitability and a very great extent of safety. Probably, the project would stand on its own financial feet even in the event that there would be an intermediate increase in the discount rates or even a minor decrease in the cash flows would flow in than what was estimated (Grant, 2016).
The fact that NPV and IRR both make the same decision regarding the decision, which is to proceed with the option of B, is a strength of the decision.
[bookmark: _Toc222786323]Interpretation of Results for Management
The results as a manager serve to justify the fact that all three projects work. But, in monetary terms, pure B is the economically most preferable.
NPV provides a financial indication of the overall wealth creation that is synonymous with shareholder value maximisation. IRR calculates the profitability as a ratio of the profit, which is not too hard to calculate, against the cost of capital of the firm (Palepu et al., 2020). The two approaches in this situation would suggest the desirable investment as the one under B.
The management should, however, observe that financial appraisal models are models which assume future cash flows based on cost, revenue, tax and discount rates. Before final commitment, implementation risk, market competition, technological issues and ability to perform should be taken into consideration (Mintzberg, Ahlstrand and Lampel, 2020).
This way, the provided financial data makes a good argument in favour of the decision of alternative B, although due diligence and risk analysis are a major component of the procedure.
[bookmark: _Toc222786324]Theoretical Arguments for NPV as the Best Investment Appraisal Method
Net Present Value is claimed to be the most conceptually sound way of capital budgeting. It is based on the maximisation of shareholder wealth and is directly used to gauge the increase in the firm's value that is generated by an investment.
To start with, NPV uses the time value of money, whereby the time value of money discounts the cash flow in the future. The current money can be invested to give some returns, hence it is worth more today than the money tomorrow (Celestin, 2017b). NPV is correct to trust in this principle.
Second, NPV takes the cash flows during the entire project period, whereas the payback period does not take into account the cash flows beyond the payback level.
Thirdly, the NPV is based on cash flows instead of the accounting profits, and this eliminates any sort of distortions due to the depreciation approach or accounting policies.
Lastly, NPV enables adjustment of risk by changing the discount rate produced, or by examination of a scenario (Harrison and Lock, 2017). It is on these grounds that NPV is said to be more suitable for long-term strategic decision-making in investments.
[bookmark: _Toc222786325]Continued Popularity of Non-Discounting Methods
Non-discounting techniques, including the payback period, Accounting Rate of Return (ARR), remain widely used in practise even though NPV would be theoretically superior.
Payback period is not only easy to calculate but also easy to express. It targets the money and immediate investment recovery that can be quite appeal-infected in the unpredictable business climate (Trigeorgis and Reuer, 2017).
ARR also aligns with the accounting performance measures, and the returns are expressed in percentage and hence are easily understandable by the managers who have become used to financial ratios.
It also possesses the element of behaviour. Departmental communication is also a widely used communication tool among the decision-makers, who prefer to use easy tools. The hypothesis and practicability have led to the embracing of various appraisal methods in most organisations in a bid to strike a balance between the two.
[bookmark: _Toc222786326]Other Factors to Consider Before an Investment Decision
The final investment decision should not be made using financial measures. It should possess strategic alignment. The latter is Alternative B, which corresponds to the trends of the digital transformation and the alteration of consumer buying behaviour (Brigham, 2016). Nonetheless, the level of competition within the Internet market is high and digital marketing and logistics are needed.
The negative aspect of core product lines is that they are diversified, and therefore, they might not rely significantly on core product lines. Diversification, however, is dangerous in the complexity of operation domains of work, positioning of the brand and the change of supply chains.
The environmental sustainability could be the responsible sourcing of materials and the minimisation of packaging waste, among other issues that can impact the brand perception and compliance with the regulations (Musah, Gakpetor and Pomaa, 2018).
The projected cash flows may be influenced by macroeconomics (inflation and changes in the interest rate). It is thus the answer to finding out the effects of unfavourable situations using sensitivity analysis.
The strategy adopted must also be complemented with technological readiness, management competence and organisational culture to be successful in implementation.
[bookmark: _Toc222786327]Optimal Investment Policy Under Capital Rationing (£1,500,000 Limit, Divisible Projects)
Since capital amount of 1,500,000 pounds is the constraint to the capital in the case of Beard Plc that the project is divisible the amount of funds should be distributed in such a way that maximises the NPV.
It should be adopted using option B in the fully funded (£900,000), due to its highest contribution towards NPV. The balance value of money is in the form of Option A, where the balance amount of £600,000 could be used. This is precisely the combination in which the capital limit is employed and results in a higher aggregate NPV than would result from the alternative of Option C or any other combination.
This will offer the best allocation of resources not only in the rationing of the capital but also in the maximisation of the shareholder wealth.
[bookmark: _Toc222786328]Financing the Investment Programme
Financing requirements will vary between 900000 and 1500000, depending on the combination taken. It has a number of sources of financing.
The retained earnings are the cheapest source of funds, as there will be no payment of interest or dilution of the funds. Bank loans enjoy tax beneficial interests on loans, but are risky with regard to the financial liability since the loan must be repaid regardless of the circumstances.
Equity financing creates long-term capital and would most probably dilute shareholders. The liquidity may also be maintained by leasing or hiring purchase facilities, which may lead to increased costs in the long term.
It is advisable to use the mixed financing plan. The amount of retained earnings at their disposal ought to be used by Beard Plc, principally accompanied by an intermediate amount of bank borrowing to exploit tax shields and, at the same time, keep the levels of gearing within manageable limits. The overuse of equity that will lead to dilution of ownership should not be applied.
The general study of the investment appraisal indicates that the NPVs of the three projects are positive; therefore, we regard them as viable. Nevertheless, Alternative B, which incorporates the creation of an online sales platform, has the best NPV and a specific degree of IRR over the cost of capital.
The project is not only maximising the shareholder wealth, but it is also strategically aligned to the trends of the digital market explosion. Although the financial indicators are quite convincing according to option B, the management needs to negotiate about such points as operational preparedness, market rivalry and strategic alignment before finalisation.
Only a rigorous examination of the financial position, a careful analysis of the strategic position, and an adept decision on financing will enable Beard Plc to increase its future profitability rates and subsequently attain sustainable competitive advantage.


[bookmark: _Toc222786329]Conclusion
The investment appraisal indicates that all three projects are viable financially as they have a positive NPV at the cost of capital of 5 per cent. Online sales expansion, however, denoted B, is the value-added option as it has the highest NPV, good IRR, which is much higher than the required rate of return. A mixture of B and A is the most suitable way of maximising the shareholder wealth in this constraint of 1.5million pounds with capital rationing.
Although the ideal theoretical basis needed to reach the decision is through NPV, it has qualitative, strategic and operational considerations that need to be utilised to reach the final decision on investment. Beard Plc can pursue the proposed investment plan with a good faith that it will be able to experience sustainable growth and value creation, bearing in mind that the project will have sufficient financing and that risks associated with the project are properly managed.
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[bookmark: _Toc222786332]Appendix 1: Full Consolidated Financial Statements from Unilever Annual Report 2024 (Key Extracts for 2023 & 2024)
Consolidated Income Statement (Key Lines)
	Line Item
	2024 (€m)
	2023 (€m)
	Change/Notes

	Turnover (Revenue)
	60,761
	59,604
	+1.9% (underlying sales growth 4.2%)

	Operating Profit
	9,400
	9,758
	-3.7% (impacted by non-underlying items)

	Underlying Operating Profit
	11,200
	9,931
	+12.6%

	Underlying Operating Margin
	18.4%
	16.7%
	+170 bps

	Operating Margin
	15.5%
	16.4%
	-90 bps

	Profit Before Taxation
	8,869
	9,339
	-5.0%

	Taxation
	(2,500)
	(2,199)
	-

	Net Profit
	6,369
	7,140
	-10.8%

	Net Profit Attributable to Shareholders
	5,744
	6,487
	-11.5%

	Underlying Earnings Per Share (EPS)
	€2.98
	€2.60 (approx.)
	+14.7%

	Diluted EPS
	€2.29
	€2.56
	-10.6%


Consolidated Balance Sheet (Key Lines)
	Line Item
	2024 (€m)
	2023 (€m)
	Notes

	Total Assets
	79,750
	75,266
	-

	Non-Current Assets
	60,556
	57,364
	Includes Goodwill €22,311 (2024)

	Current Assets
	19,194
	17,902
	Includes Inventories €5,177 (2024)

	Total Liabilities
	57,195
	54,502
	-

	Current Liabilities
	25,234
	23,507
	-

	Non-Current Liabilities
	31,961
	30,995
	-

	Total Equity
	22,555
	20,764
	-

	Shareholders’ Equity
	19,990
	18,102
	-

	Net Debt
	24,519
	23,657
	-


Consolidated Cash Flow Statement (Key Lines)
	Line Item
	2024 (€m)
	2023 (€m)
	Notes

	Cash Flows from Operating Activities
	9,519–12,144 (range from sources)
	9,426–11,561
	Strong conversion

	Cash Flows from/(Used in) Investing Activities
	(625)
	(2,294)
	Improved in 2024

	Cash Flows Used in Financing Activities
	(6,941)
	(7,193)
	Includes dividends/buybacks

	Net Cash Flow
	1,953 (approx.)
	(61) approx.
	-

	Free Cash Flow
	6,900–6,932
	7,091
	106% cash conversion in 2024

	Closing Cash and Cash Equivalents
	6,136
	4,159
	-


[bookmark: _Toc222786333]Appendix 2: Detailed Ratio Calculations (Over Two Years)
Profitability Ratios
	Ratio
	Formula
	2024 Calculation & Result
	2023 Calculation & Result
	Trend/Comment

	Gross Margin
	Gross Profit / Turnover × 100
	(Not directly given; reported up 280 bps to ~45%)
	~42.2% (approx.)
	Improved due to volume & savings

	Operating Margin
	Operating Profit / Turnover × 100
	9,400 / 60,761 × 100 = 15.5%
	9,758 / 59,604 × 100 ≈ 16.4%
	Slight decline (non-underlying items)

	Underlying Operating Margin
	Underlying Op. Profit / Turnover × 100
	11,200 / 60,761 × 100 ≈ 18.4%
	9,931 / 59,604 × 100 ≈ 16.7%
	+170 bps – strong core performance

	Net Profit Margin
	Net Profit / Turnover × 100
	6,369 / 60,761 × 100 ≈ 10.5%
	7,140 / 59,604 × 100 ≈ 12.0%
	Decline due to one-offs

	Return on Capital Employed (ROCE)
	Operating Profit / (Equity + Net Debt) × 100
	Approx. 18.1% underlying ROIC
	Lower (up 190 bps in 2024)
	Improved efficiency


Liquidity Ratios
	Ratio
	Formula
	2024
	2023
	Comment

	Current Ratio
	Current Assets / Current Liabilities
	19,194 / 25,234 ≈ 0.76
	17,902 / 23,507 ≈ 0.76
	Stable, typical for FMCG

	Quick Ratio
	(Current Assets - Inventories) / Current Liabilities
	(19,194 - 5,177) / 25,234 ≈ 0.56
	Similar ≈ 0.55
	Adequate cash generation


Gearing Ratios
	Ratio
	Formula
	2024
	2023
	Comment

	Debt-to-Equity
	Total Debt / Equity
	~1.6 (Financial Liabilities ~32,053 / 19,990)
	Similar
	Moderate leverage

	Net Debt to Equity
	Net Debt / Equity
	24,519 / 19,990 ≈ 1.23
	23,657 / 18,102 ≈ 1.31
	Stable, prudent


Efficiency Ratios 
	Ratio
	Formula
	2024
	2023
	Comment

	Asset Turnover
	Turnover / Total Assets
	60,761 / 79,750 ≈ 0.76
	59,604 / 75,266 ≈ 0.79
	Slight decline


Investor Ratios 
	Ratio
	Formula
	2024
	2023
	Comment

	Earnings Per Share (Basic)
	Given
	€2.30
	€2.58
	Decline on a diluted basis

	Dividend Cover
	EPS / Dividend Per Share (approx. €1.80–€1.90 range)
	~1.2–1.3x
	Similar
	Sustainable


[bookmark: _Toc222786334]Appendix 3: Beard Plc Project Calculations
Tax-Adjusted Cash Flows Table (£'000; Tax 25%, Capital Allowances 20% straight-line)
	Year / Option
	Initial Outlay
	Operating Cash Inflow (pre-tax)
	Tax on Inflow (25%)
	Capital Allowance
	Tax Shield (25%)
	Net Cash Flow

	Option A (£600k)
	-600
	
	
	
	
	

	Year 1
	-
	100
	-25
	120
	+30
	105

	Year 2
	-
	180
	-45
	120
	+30
	165

	Year 3
	-
	210
	-52.5
	120
	+30
	187.5

	Year 4
	-
	260
	-65
	120
	+30
	225

	Option B (£900k)
	-900
	
	
	
	
	

	Year 1
	-
	220
	-55
	180
	+45
	210

	Year 2
	-
	270
	-67.5
	180
	+45
	247.5

	Year 3
	-
	350
	-87.5
	180
	+45
	307.5

	Year 4
	-
	400
	-100
	180
	+45
	345

	Option C (£1,000k)
	-1,000
	
	
	
	
	

	Year 1
	-
	250
	-62.5
	200
	+50
	237.5

	Year 2
	-
	310
	-77.5
	200
	+50
	282.5

	Year 3
	-
	400
	-100
	200
	+50
	350

	Year 4
	-
	430
	-107.5
	200
	+50
	372.5
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