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Introduction
NEXT plc is a well-known UK retailer offering clothing, footwear, accessories and home products. The Company's segments include NEXT Retail, a chain of over 500 stores in the United Kingdom and Eire. ((Next PLC, Financial Times Equities, 2020) 
This company is a very old brand in this market they started in 1864 in the United Kingdom as J Hepworth & Son, a gentleman’s tailors based in Leeds, England (“Next PLC Our History”, 2016)
Next PLC nowadays have a representative position in the UK and worldwide market with over 4 million customers. Their website is serving in 70 different countries. Just Next International Retail is representing at world scale 200 franchised stores. They have also design department is called Next Sourcing and Lipsy creating and selling products for young women especially fashion products. (Next PLC, Financial Times Equities, 2020)
Comparing with another UK retail player in the market as is Market & Spencer, so is clear that this company is one of the most  important competitor for Next PLC in the market because they have 1380 stores over the world, international franchise, website, over 300 full line stores (womenswear, lingerie, menswear, kids wear, beauty and home products), that means is larger than Next (Mark and Spencer Group PLC, 2020).
Considering Marketline report for the last 5 years, Next PLC reported revenues 4,167.4 million pounds for the fiscal year ended January 2019, an increase of 2.8% over 2018 for  
all these Next PLC structures: NEXT Retail, NEXT Online, NEXT International Retail, NEXT Sourcing, Lipsy and Property Management. January 2019, it operated a total of 528 stores with a retail space of 8,029 thousand sq. ft. Next is a large retailer offering 140 million products from approximately 40 countries, owning 9 warehouses, four international hubs and six distribution centers (NEXT plc MarketLine Company Profile, 2019).
The main Historical points in the last 5 years for Next PLC are:
· Year 2015, Next PLC opened 20 new stores but closed its store in Grafton Street, Dublin;
· Year 2016, The company opened 21 new stores and is starting a partenership with Sears.com;
· Year: 2017, The company decided to open new shop in Crawley and to create its new-own label brand;
· Year 2018, in March they opened new store at Intu Metrocentre, England;
· Year 2019, In June, Next PLC acquired Marie Claire Beauty Limited from Ocado Group payng Plc.(NEXT plc MarketLine Company Profile, 2019).
 All these events are affecting and influencing Next PLc as a brand and also is giving a suport viewing  5 years business financial evolution and trends.

Continuing to compare these two competitors is relevant this next table thet is bringing information about the size and business aspects for both companies:


	
	Year
	Stores
	Employees
	Revenue in GBP
	Net income in GBP

	Next PLC
	2019
	over 500
	28150
	4.22bn
	603.10m

	Mark & Spencer
	2019
	1380
	78600
	10.27bn
	58.40 m


(Next PLC, Financial Times Equities, 2020) and (Mark and Spencer Group PLC, 2020).
The interesting aspect in this table is that Next PLC Net Income is more than 10 times bigger than Mark and Spencer, altought Mark and Spencer is larger company as number of stores and employees (by 2.8 times) but the Revenue is just more than double for the Mark and Spencer considering (by 2.4 times).

Observations about his concurrent as is Mark and Spencer referring just last year (2019) they acquired Ocado Group PLC-Online Grocery Shopping Business (993.75 million pounds) so the another part of the Ocado concern in this case they were focussed in grocery more than Next PLC as is focused in beauty business department  (Next PLC, Financial Times Equities, 2020) and (Mark and Spencer Group PLC, 2020).

Finance business analysis comparing Next PLC and Mark & Spencer PLC
Leverage (gearing) ratios:
· Debt – Equity ratio
· Debt to Capital Ratio
Leverage Gearing ratios for both companies are showing the position of the company considering the situation of debts and in another side or point of view the company owned funds. 
Table 1 Next PLC Leverage (Gearing) Ratios 
	Next PLC
	Jan-15
	Jan-16
	Jan-17
	Jan-18
	Jan-19

	borrowing 1
	2.80
	342.40
	35.30
	180.00
	377.30

	borrowing 2
	838.20
	615.00
	913.50
	908.50
	905.20

	total equity
	322.00
	311.80
	510.50
	482.60
	553.80

	debt-equity ratio
	2.61
	3.07
	1.86
	2.26
	2.32

	debt to capital ratio
	0.72
	0.75
	0.65
	0.69
	0.70



Observing the time scale evolution in the last 5 years for Next PLC and comparing with the last year financial situation for Mark & Spencer is the way to understand the trend of both ratios and the relative score considering debt level. The best year considering these ratios was 2017 when was recorded also the second highest value for total equity in this 5year period. Considering these important two ratios Debt-equity ratio and Debt to capital ratio are offering us a timely image about the report of debts and owned funds or capital. In 2016 the level of debts was at the highest level in the last 5 years and equity level the smallest in the same period considered 2015 – 2019. Although the borrowing level had a increasing trend in the last 3 years but also the company is confronted with an increase of total equity with 12% in 2019 comparing with year 2018.
The Total Equity increase is doubled by a consistent level of total debts are the sources of the highest level of these ratios in the last two years comparing with 2017 when the borrowing level was the smallest in this period of time.
Table 2 Mark & Spencer Group PLC
	Mark & Spencer Group PLC
	28.09.2019

	[bookmark: _GoBack]borrowing 
	1792.60

	Total equity
	2680.00

	debt-equity ratio
	0.67

	debt to capital ratio
	0.40


The Table is showing that the grade of debts for Next PLC is with 500 million £ less than Mark & Spencer so considering this positive aspect that is damaged by total equity Next PLC is under Mark & Spencer performance, funds and capital owned. The best way for both companies is to keep at low grade or level of debts and a high level-value for total equity. 
Large and stable publicly traded companies have their ratios between 2 and 5. “Any higher than 5 or 6 and investors start to get nervous” (A Refresher on Debt-to-Equity Ratio, Amy Galo, July 2015). Considering that both companies have their Debt-to-Equity Ratio between 1 to 5 in this period studied so they are in the safe financial interval.
Debt to capital ratio in 2019 is in the same way in the Mark & Spencer advantage because for this year because their total equity level is higher in percentage than Next PLC total equity level. The borrowing level of Next PLC is higher than Mark & Spencer, considering also the smaller level as sustainable level as is M&S (0.40 debt to capital ratio in 2019) and for Next PLC being equal with 0.7, so lower score ratio meaning an equilibrium between debts and equity. From this ratios point of view Mark & Spencer has a better financial and market position as a business.
Profitability ratios: 
· Gross margin
· Operating margin
· Net Profit
Gross margin, Operating margin and Net profit margin are ratios or profitability indicators. These indicators are showing how profitable is a company in comparation with other company in the market.
Gross margin for Next PLC analysis is taking in account retail sales and online sales for all the group. The gross profit is the result of difference between Revenue (or sales) and Cost of goods sold.
Table 3, Gross Margin for the last 5 years (2015 – 2019)
	Next PLC / year
	Jan-15
	Jan-16
	Jan-17
	Jan-18
	Jan-19

	Retail sales
	2348.00
	2406.00
	2305.00
	2123.00
	1955.00

	Online sales
	1541.00
	1688.00
	1726.00
	1672.00
	1919.00

	Total sales
	3889.00
	4094.00
	4031.00
	3795.00
	3874.00

	Gross profit
	1530.00
	1420.00
	1300.00
	1420.00
	1320.00

	Gross margin [%]
	39.34
	34.68
	32.25
	37.42
	34.07



The table is showing a decrease trend for retail sales year 2019 vs year 2015 the retail sales in the shop are reduced with 16.7% and online sales increase with 19.7% in the year 2019 against the year 2015. In conclusion the trend is in the direction to grow the online sales because the internet and phones apps are more used nowadays for buying. As we can see in the year 2019 the level of online sales is quite equal with traditional retail sales. The highest level of sales was recorded in 2016 year of political major changes, the most important one being Brexit vote which affected the Next PLC by an negative trend of sales with the minimum level in the year 2018 when the sales was reduced with 7.4%  compared with the year 2016 when was recorded maximum level of sales in this period. In 2019 the trend of sale started to be positive but still under the average level considering this 5years period.
Considering ANNUAL REPORT & FINANCIAL STATEMENTS 2019 for Mark & Spencer total UK operating cost is 3409.6 million £ and total group revenue (food, clothing and home products) is 10,377.3 million £. The M&S Group company Gross Margin is 32.86% so their gross margin value is under the Next PLC gross margin in the year 2019 with 1.21% and with 2.69% percent less than Next PLC gross margin average in the period 2015 – 2019. The M&S operational costs are sensitive smaller than Next PLC costs so this aspect or subject can be relative with suppliers cost level or other costs are occurring because the warehouses and shops geographical distribution.
Operating margin for the companies is generating by the operating income divided with total sales or revenue. Considering “Understanding Operating Income and Profit Margin”, Joshua Kennon article redacted in June 2019, operating income is called operating profit so this represents the pre-tax profit for a business that is generated from its operations. Investors and analysts are using operating profit information to understand the desirability of companies as investment candidates.
The highest level of operating income was recorded for Next PLC in the year 2016 before Brexit vote so from this point of view operating income was affected being reduce in the next 3 years.
Table 4. Operating margins considering Next PLC in the period 2015 - 2019
	Next PLC / year
	Jan-15
	Jan-16
	Jan-17
	Jan-18
	Jan-19

	Retail sales
	2348.00
	2406.00
	2305.00
	2123.00
	1955.00

	Online sales
	1541.00
	1688.00
	1726.00
	1672.00
	1919.00

	Total sales
	3889.00
	4094.00
	4031.00
	3795.00
	3874.00

	Operating income
	811.20
	866.20
	826.70
	758.90
	761.90

	Operating margin [%]
	20.86
	21.16
	20.51
	20.00
	19.67



The operating income was reduced progressive with 4% in the year 2017 and between 13-14% in the years 2018 and 2019. In the last year, 2019 was growing just 1% compared to the year 2018 so what happen in 2016 is continuing to affect the operating income for the company and the similar situation is affecting the total sales trend just 2% increase between the year 2018 and the year 2019.
Table 5. Operating margin for Mark and Spencer Group PLC
	Mark & Spencer PLC Group 
	2019
	year

	Adjusted Revenue
	10337.30
	million £

	Adjusted Operating profit
	162.40
	million £

	Operating margin
	1.57
	%



Considering the year 2019, Mark and Spencer Group PLC recorded just 162.4 million £ as is 4 times less than Next PLC and sales are 60% higher for M&S than Next so all these are generating an Operating margin for M&S score more than 10 times smaller than Next. In conclusion the operating income is showing a higher level of profitability for Next PLC. This situation is because in 2019 Next PLC recorded with 500 million £ operating income more than Mark and Spencer Group PLC. In the same time Mark and Spencer have had with 60% percent higher level of sales than Next PLC (10337.30 million £ vs 3874 million £). Finally considering just operation margin in this point, the more profitable company seem to be Next PLC.
Net profit margin is mentioned as profitability indicator or ratio, this showing us that for each dollar in revenues that is available to equity holders after the company pays all the taxes.
Table 6. Net profit situation in the period 2015 -2019
	Next PLC / year
	Jan-15
	Jan-16
	Jan-17
	Jan-18
	Jan-19

	Retail sales
	2348.00
	2406.00
	2305.00
	2123.00
	1955.00

	Online sales
	1541.00
	1688.00
	1726.00
	1672.00
	1919.00

	Total sales
	3889.00
	4094.00
	4031.00
	3795.00
	3874.00

	Net income
	634.90
	666.80
	635.30
	591.80
	590.40

	Net profit margin [%]
	16.33
	16.29
	15.76
	15.59
	15.24



Net profit margin is a report between this relation (Revenue−cost of the goods sold−Operating and other expenses−Interest−Taxes) or called Net Income that is divided with Revenue (total sales). 
The trend of Net Income is decreasing yearly less than one percent so is not a massive change between pre-Brexit situation and the last year situation. Between the year 2015 and the year 2019 the net income was reduced with 44.5 million £ but the Net profit margin remains at the same level of percentage because also the total revenue from sales was reduced progressive every year. in the last two years the total sales increase with 79 million £ the Net Income value or amount continuous to decrease with 1.4 million pounds. In this period the Net profit margins are between 15 and 16 % so there are not notable change considering company profitability.
Table 7. Mark and Spencer PLC group considering the Net profit margin
	Mark & Spencer PLC Group 
	2019
	year

	Adjusted Revenue
	10337.30
	million £

	Net income
	37.30
	million £

	Net profit margin [%]
	0.36
	%


In the year 2019 Mark and spencer Net income is 15 times less than Next PLC and sales or total revenue is 2.5 times bigger than Next PLC. So, in conclusion the Net income for M&S is the worst indicator considering profitability knowing that Net income for Next PLC is with 552 million £ bigger than M&S. Considering equity aspect and shareholders advantages are more likely better in the Next PLC. Is a considerable difference between those company Net profit margin 15.24% for Next PLC and just 0.36% for Mark and Spencer PLC. 
Considering the grocery  as more than 50% percent from Mark and Spencer business is the reason for this big difference so they are operating in the retail clothing and home industry both companies but for Mark and Spencer PLC the biggest financial segment is food industry, so different industry characteristics involving different financial results. 
However, in the terms of value Mark and Spencer PLC has 15 times less Net income generated than Next PLC so this is showing possible issues in generating profit because malfunction, or there are poor management performance and are existing possible decisional business level issues.
Liquidity Ratios:
· Current Ratio
· Quick Ratio
· Cash Ratio
Current ratio represents the report between total current assets are divided with total current liabilities for the company.
The assets are giving to the company a strong position and stability, they are representing what the company is owning and is using in their production, operational and business interest in the other hand the liabilities are borrowings or other current debts for the company to banks or other companies.
Table 8, Current ratio in the period year 2015 – 2019 for Next PLC
	Next PLC / year
	Jan-15
	Jan-16
	Jan-17
	Jan-18
	Jan-19

	current assets
	1616.00
	1642.20
	1660.60
	1797.50
	2032.20

	borrowing in current liabilities
	2.80
	342.40
	35.30
	180.00
	377.30

	other current liabilities
	883.80
	828.20
	689.70
	734.80
	735.20

	total current liabilities
	886.60
	1170.60
	725.00
	914.80
	1112.50

	current ratio
	1.82
	1.40
	2.29
	1.96
	1.83


Next PLC recorded increasing trend for current assets and current liabilities as well. The best year for Next PLC considering this financial indicator was 2017 this situation appeared because the level of liabilities was the lowest in this 5years period although the current assets level was one of the lowest in this period considered. The worst year considering this period was 2016 because together with the new incertitude of the Brexit the company Next PLC was under pressure of the highest level of liabilities. From this point of view for Next PLC the year 2019 recorded the highest value of current assets in the last five years so, probably this is one reason for Next PLC good level of Current ratio.
Table 9. Current ratio situation for Mark & Spencer Group PLC
	Mark & Spencer PLC Group 
	2019
	year

	current assets
	1490.40
	million £

	total current liabilities
	2228.40
	million £

	current ratio
	0.67
	 


 Current assets are just 67% from current liabilities value so in this situation the company owned assets are not covering the value of liabilities. The level of liabilities is higher so the result of ratio 0.67 is showing a deficit of current assets as are cash in bank or hand, inventories and trades or other receivable and also the level of debt (borrowing) high.
Comparing the both companies Next PLC is in advantage because their current assets (cash in hand in bank, inventories and trades or other receivable) in total have a bigger sum than Mark and Spencer value. So Next PLC counts with 542 million £ more current assets value than Mark and Spencer. The year 2019 recorded for Next PLC an extraordinary grow of current assets this affecting the Current ratio result in the favourable situation and because current liabilities for Mark and Spencer are double than Next PLC is affecting seriously this current ratio comparation. Next PLC is in one better or favourable situation considering current assets and liabilities. 
Quick ratio
This ratio is the most focussed in liquidity, especially cash which can bring the quick liquidity for the company and is not taking in account indispensable inventories because they are used in the day to day activities purposed to keep business running The cash being more volatile and bringing safety and covering in situation of emergency the current liabilities.
Table 10. Quick ratio description for Next PLC in the period of years 2015 – 2019
	Next PLC / year
	Jan-15
	Jan-16
	Jan-17
	Jan-18
	Jan-19

	current assets
	1616.00
	1642.20
	1660.60
	1797.50
	2032.20

	inventory
	416.80
	486.50
	451.10
	466.70
	502.80

	current assets - inventory
	1199.20
	1155.70
	1209.50
	1330.80
	1529.40

	borrowing in current liabilities
	2.80
	342.40
	35.30
	180.00
	377.30

	other current liabilities
	883.80
	828.20
	689.70
	734.80
	735.20

	total current liabilities
	886.60
	1170.60
	725.00
	914.80
	1112.50

	Quick Ratio
	1.35
	0.99
	1.67
	1.45
	1.37



Next PLC inventory represent 25% from entire amount of current assets so rest of 75% are cash in hand or bank, trades and other receivable so they are quick capable to compensate the liabilities and inventories are separated because they are used as indispensable for business and not to pay the debts with them.
The best year considering Quick ratio in the last 5years period was again 2017 because this year the level of current liabilities was at the lowest level in this period of time. Inventory was constantly between 400 and 500 million £ being in average 465 million £ with a maximum point in 2019.  The quick ratio was not affected considerable these years because also the level of current liabilities was 850 – 1180 million £ with an average point at 970 million £. The exception is the year when the current liabilities were at the lowest point being just 725 million £ that is representing less with 155 million £ than average point.
Table 11. Quick ratio description for Mark and Spencer Group PLC in the year 2019
	Mark & Spencer PLC Group 
	2019
	year

	current assets
	1490.40
	million £

	inventory
	700.40
	million £

	current assets - inventory
	790.00
	million £

	total current liabilities
	2228.40
	million £

	Quick Ratio
	0.35
	 


The inventory considering Mark & Spencer Group PLC represent 47% from entire amount of current assets so is much larger than Next PLC having just 25% of inventory from total current assets. The Next PLC has more liquid financial status than M&S Group PLC so they can handle easier to cover emergency or supplier payments or other activities as are involving cash or other similar financial effects.
Cash ratio is the most relevant liquidity ratio because for this kind of financial transaction are exclusively referred to cash. Cash ratio is a report of cash divided with current liabilities. 

Table 12. Cash Ratio considering the period of years 2015 – 2019 for Next PLC
	Next PLC / year
	Jan-15
	Jan-16
	Jan-17
	Jan-18
	Jan-19

	cash at hand and in bank
	275.50
	66.30
	49.70
	53.50
	156.30

	borrowing in current liabilities
	2.80
	342.40
	35.30
	180.00
	377.30

	other current liabilities
	883.80
	828.20
	689.70
	734.80
	735.20

	total current liabilities
	886.60
	1170.60
	725.00
	914.80
	1112.50

	cash ratio [%]
	31.07
	5.66
	6.86
	5.85
	14.05


The highest level of cash is recorded for the next PLC in the year 2015 this can be resulted as cash payments from customers or as a reserve to pay the suppliers. The year 2017 is registering the lowest level of current liabilities but also the smallest amount of cash. The best year considering this ratio indicator is 2015. because in the same time the level of liabilities is under this period average and also this year was recording the highest amount of cash in their financial records.
Asset efficiency ratios:
· Asset turnover
· Fixed asset turnover
Asset turnover
Asset efficiency is considered in relation with company or revenue (sales) Depending on sales volume and value it is showing the efficiency of properties or other investments created for business. 
Table 13. Assets turnover considering Next PLC in the years period 2015 – 2019
	Next PLC / year
	Jan-15
	Jan-16
	Jan-17
	Jan-18
	Jan-19

	Retail sales
	2348.00
	2406.00
	2305.00
	2123.00
	1955.00

	Online sales
	1541.00
	1688.00
	1726.00
	1672.00
	1919.00

	Sales
	3889.00
	4094.00
	4031.00
	3795.00
	3874.00

	 total asset
	2282.30
	2330.10
	2404.80
	2561.50
	2811.30

	asset turnover ratio
	1.70
	1.76
	1.68
	1.48
	1.38



The maximum turnover for the company is in the year 2016 when is recorded the second highest level of sales and the second lowest value of total assets. The worst year considering Assets Turnover indicator is 2019 because in this year the value of assets is increasing with 10% more than year 2018 and with 23% more than 2015. In the same time, in the year 2019 the company recorded the second lowest level of sales. From this Asset turnover results point of view Next PLC is registering one descendant trend by being reduced the amount of sales and or by increasing the value of assets. This is a negative trend for the company, but this can hide some new investments or facilities that are affecting or bringing benefit after years.
Comparing Next PLC and M&S Group PLC in the year 2019 considering turnover ratio it is showing that M&S Group PLC has a better efficiency of capital used and a better level of sales. The ratio for Next PLC is 1.38 and for M&S Group PLC is 1.40. The efficiency for both company in the direction of using their capital and ability of selling are proportional and very similar, from this point of view both companies are in the same financial situation but at different amount level.
Table 14. Assets turnover considering M&S Group PLC in the year 2019
	Mark & Spencer PLC Group 
	2019
	year

	Sales
	10377.30
	million £

	total asset
	7200.20
	million £

	asset turnover ratio
	1.44
	[%]



Fixed Asset Turnover
Total assets include assets that are not directly involved in generating sales. Is a relation between value of sales and value of properties.

Table 15. Fixed assets turnover considering Next PLC in the years period 2015 – 2019
	Next PLC / year
	Jan-15
	Jan-16
	Jan-17
	Jan-18
	Jan-19

	Retail sales
	2348.00
	2406.00
	2305.00
	2123.00
	1955.00

	Online sales
	1541.00
	1688.00
	1726.00
	1672.00
	1919.00

	Sales
	3889.00
	4094.00
	4031.00
	3795.00
	3874.00

	fixed assets
	503.30
	536.40
	578.60
	558.90
	564.90

	Fixed asset turnover
	7.73
	7.63
	6.97
	6.79
	6.86


The best efficiency considering fixed asset turnover was recorded in 2015 when the level of sales was at average level, but the fixed assets value was the smallest in this period considered. The years 2018 and 2019 are in the trend of sales decrease and the value of fixed assets had grown with more than 50 million £, all these factors are affecting the efficiency of Next PLC.

Table 16. Fixed assets turnover considering M&S Group PLC in the year 2019
	Mark & Spencer PLC Group 
	2019
	year

	Sales
	10377.30
	million £

	fixed assets
	4028.50
	million £

	Fixed asset turnover
	2.58
	[%]



For M&S Group PLC the sales value are just 2.6 times more than fixed assets value, but Next PLC has value of sales 6.9 times more than fixed assets. From this point of view Next PLC is looking more efficient in the year 2019 than M&S Group PLC.
Conclusions
Considering John Thompson, Carolan McLarney in their article “What Effects will the Strategy Changes Undertaken by Next Plc Have on themselves and their Competition in the UK Clothing Retail Market?”
UK retail is decreasing with companies with company such as M&S who are rethinking their traditional store footprint and either closing or converting existing stores to their food business. This decline is a result of competition, digital presence, and economic context. Important retailers like H&M, Pep & Co, and Zara are in real expansion in the UK market, also Primark, Tu, Debenhams, and Arcadia are significant competitors.
Traditional channels are challenging by new technology and modern sale technics: digital channels, product pricing, product quality and product offerings. The pressure is on margins become compressed, product differentiation and minimizing costs throughout the supply chain are critical elements for success by supporting marketing and new efficient investments oriented to customer. (J. Thompson, C. Mclarney, 2017)
Capital investment appraisal
Considering  reuters UK announcement „Next has bought Marie Claire Beauty with an agreement of an earn-out based on sales in each of the four years ending January 2021 to January 2024, with a minimum guaranteed payment of 3 million pounds ($3.78 million)” (Reuters source, 19 June 2019). Thi is showing evident interest that Next PLC is still angrenated in expansion and in the new investments. 
Considering the UK Reuters source, that their concurent Mark and Spencer Group PLC did the same by buying the grocery department from Ocado (Reuters source, 19 June 2019) „Marks and Spencer and Ocado launched an online food joint venture in February, belatedly giving M&S a home-delivery service while netting $1 billion for its fast-growing technology providing partner”. In conclusion the trend in this retail industry is to do new partenerships and investments to consolidate the position in the market. (Reuters source, 19 June 2019)The decision is a trial for the company to choose one of the two diferrent projects to invest in:Table 
17. Two investment scenario for Next PLC 
	Year
	Project A
	Project B
	

	0
	-103
	-115
	million £

	1
	10
	60
	million £

	2
	30
	40
	million £

	3
	50
	60
	million £

	4
	65
	5
	million £


Considering Capital Investment UK in the theory all the company are interested to follow next basic steps until to take the final investment decision.
Making decision process “involves these steps:
· Identification of a project
· Definition of a project and details
· Analysing and accepting
· Implementation
· Monitoring
· Post Audit” (Capital investment decision – Article, 2020)
The main step is the process of analysing and accepting in the acceptable terms and condition the best project: For this step the financial department and other specialists are following the measurable indicators as they are:
· PBP represents Payback period using the formula: 

Project A after calculation the result is: 
Project B after calculation the result is: 
[bookmark: _Hlk30165973]From the Payback period (PBP) point of view project B is offering shorter time to payback their money invested. Considering Capital Investment UK, Payback Period in the terms of appraising capital investment is based on time that being one of the easiest methods of capital investment appraisal and giving real support for investment decision making process (Capital investment source, Capital investment appraisal, Article, 2020).
· ARR Accounting Rate of Return (ARR), this is the other capital investment appraisal technique, but this compares the profit that can be obtained considering this project reported to the initial amount of investment ARR is one capital investment appraisal technique, but it does not take in consideration the time value of money involved (Capital investment source, Capital investment appraisal, Article, 2020).
Formula for this financial indicator is:  x 100 [%]

Project A is calculated as follow: 
Project B is calculated as follow: 
D
Considering Average annual accounting profit for both situations:
a). Average Profit Project A million £/year]
b). Average Profit Project B  million £]/year]
a). Depreciation Project A  = million £]/year]
b). Depreciation Project B =  =  28.75million £]/year]
The period is 4 year they are going to reduce the depreciation from profit to calculate the net proportional profit for each year.
Table 18. Proportional depreciation and net profit without depreciation Project A
	[bookmark: _Hlk30179973]Year
	Estimated Profit [million £]
	Proportional percentage [%]
	Proportional value for initial investment [million £]
	Yearly profit after depreciation deduction [million £]

	1
	10.00
	6.45
	6.65
	3.35

	2
	30.00
	19.35
	19.94
	10.06

	3
	50.00
	32.26
	33.23
	16.77

	4
	65.00
	41.94
	43.19
	21.81

	Total
	155.00
	100.00
	103.00
	52.00


 
Table 19. Proportional depreciation and net profit without depreciation Project B
	Year
	Estimated Profit [million £]
	Proportional percentage [%]
	Proportional value for initial investment [million £]
	Yearly profit after depreciation deduction [million £]

	1
	60.00
	36.36
	41.82
	18.18

	2
	40.00
	24.24
	27.88
	12.12

	3
	60.00
	36.36
	41.82
	18.18

	4
	5.00
	3.03
	3.48
	1.52

	Total
	165
	100
	115
	50


Excluding the proportional depreciation every year, first year profit in the project B is 5.4 times bigger than project A.
· Net Present Value (NPV), this is a mathematical calculation involving net cash-flow at a particular present time. There is an inverse proportional relation between discount rate and NPV. A high discount rate would reduce the Net Present Value of capital. A high interest rate increases discount rates over a period of time and from capital investment appraisals point of view are wary increasement. (Capital investment source, Capital investment appraisal, Article, 2020).
The formula for NPV is:  
Where: 
· I0 is the value of initial investment [million £]
· r is the cost of capital or required rate of returns 
· C1, C2, ... Cn are the project cash flows occurring in years 1, 2, ... n
NPV for project A  [million £]
NPV for project B =  [million £]
From Net Present Value (NPV) point of view the project B is offering a better value of the investment perspectives.
· Internal Rate of Return (IRR) is discount rate which gives zero NPV for project. The cost of initial capital invested in company is higher than the IRR value, the project is highly likely to be rejected. The low cost of capital is having more chances of being accepted. IRR is calculated by equating NPV to zero and then deriving the discount rate (Capital investment source, Capital investment appraisal, Article, 2020).
Internal Rate of Return (IRR) has the generic formula: 
IRR Project A
Internal Rate of Return calculating considering one random R2 close to NPV already determined. I have chosen for first attempt the value R1 = 14.6

R2 = 14.4


The rate R2 14.4 is chosen because is conducted to a NPV2 very close with value 0.
IRR for Project A is: 
IRR Project B calculation:
The optimum rate is R=19.95

The IRR for project B is 

Conclusions at Capital investment appraisal for Project A and Project B
Considering the process of taking decision after were determined and calculated all the indicators Project A and Project B the next table is essential because are showing the most positive project option. Project A is positive considering just the indicator ARR but Project B collected all other 3 positive marks for rest of indicators. 
Next PLC is a good competitor in the market involved in this competitional retail market so considering other three indicators: PBP, IRR and NPV are favourable and their financial situation in the average level of the market would be useful to apply for Project B. 
Table 20. Capital investment appraisal financial analysis board
	Capital investment appraisals
	Project A
	Decision making indicator
	Project B
	Decision making indicator

	PBP
	3,2
	- 
	2,25
	 +

	ARR
	37,62
	 +
	35,87
	 -

	IRR
	14,4
	- 
	19,95
	 +

	NPV
	16,98
	 -
	24,27
	 +



Especially this year 2020 the retail UK company need to have a high level of precaution because the immediate effect of Brexit and of other political change are affecting substantial every financial investment initiative. It is true just the company who are assuming risks are able to earn more and to consolidate their position in the UK market.
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