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[bookmark: _Toc172407284]Part A). Introduction  
[bookmark: _Toc172407285]Introduction 
Financial management is the key branch of accounting in which the financial managers are responsible for protecting, controlling, monitoring, and reporting the financial resources. The primary aim of the report is to evaluate the financial performance and position attained by a publicly listed company in the UK, which is also covered in the LSE (London Stock Exchange). The primary company selected for the report is Unilever Plc, which is one of the giants in the UK consumer goods industry and operates its business in other countries as well. The financial performance of Unilever will be judged in the report using financial ratios for the last five years. Moreover, a range of new investment opportunities will also be highlighted in the report which will shed light on the future cash flows from the opportunities, which will be assessed using the techniques of project investment appraisal.  
[bookmark: _Toc172407286]Company background 
Unilever Plc is a multinational FMCG (fast-moving consumer goods) company with its headquarters in London that is engaged in producing and distributing consumer goods for its customers. The company was initially founded in 1929 and the establishers of the organization were “Anton Jurgens, William Hulme Lever, and Samuel van den Bergh” (Unilever.com, 2023). Moreover, the establishment of Unilever was made with the merger of two firms which are “Lever Brothers and Margarine Unie”. The primary business model followed by Unilever Plc is a “category-focused operating model”, which maintains the five business divisions of the firm which are “Beauty & Wellbeing, Personal Care, Home Care, Nutrition, Ice Cream”. It can also be said that Unilever Plc operates its business in a highly dynamic and competitive market of the UK and over 190 countries of the world (Unilever.com, 2023). Moreover, in the global consumer goods industry, Unilever has faced high competition with some of their key competitors like “P&G, Nestle, Colgate-Palmolive, L’oreal, Reckitt Benckiser, PepsiCo, Kraft Heinz, Johnson & Jonhson”. 
In addition, Unilever Plc has experienced significant changes in the past years due to changes in the position of directors. For instance, Hein Schumacher was appointed as the new CEO in July 2023 due to the retirement of Alan Jope, Ruby Lu joined the business in 2021 as Non-executive director, Nelson Peltz was also appointed as Non-executive director in 2022, and Saniv Mehta was stepped down as the MD and CEO of HUL one of the parts of Unilever in India (Unilever.com, 2023). Further, the net income of Unilever has changed significantly due to the director's position change, which was €7140, €8269, €6621, €6073, and €6026 in 2023, 2022, 2021, 2020, and 2019. However, Unilever has faced significant legal issues in the past years, which were “Human rights violation, Workers safety & strikes, Toxic & environmental waste, and political controversies”. Apart from that, some of the key mergers & acquisitions of Unilever to strengthen their brands were “Lenoir (2019), Ola Hogar (2019), Ren Skincare (2015), etc.” (Unilever.com, 2023). Several strategic changes of Unilever have also been noticed in past years which were “Portfolio simplification, Leadership changes, Digital transformation, Sustainable initiatives, and High focus on health and wellness”. 
[image: ]
Figure 1: Revenue graph
(Source: Statista.com, 2023)


[bookmark: _Toc172407287]Part B). Financial performance review 
Financial performance analysis is the key accounting process to analyse the past performance and financial health attained by a business during the year. The report is all about the assessment of the financial performance of Unilever for the last five years from 2019 to 2023. Hence, the financial ratio is the key accounting tool to judge the financial performance and financial position of the business (Fridson and Alvarez, 2022). Financial ratios can be defined as an accounting matrix to showcase the relationship among financial data of past years of the firm. The primary importance of financial ratios is to highlight the overall performance of the business by providing different ratio classes. For instance, profitability, liquidity, efficiency, and gearing ratios are part of financial ratios which highlight the overall earnings, debt payment ability, efficacy in operations, and risk position of the business (Palepu et al. 2020). The computation has been made for the last five years starting from 2019 to 2023, which has been crucial to showcase the relationship among financial values of the past five years and generate financial outcomes. Hence, the computations of financial ratios along with separate illustrations of all ratio classes have been highlighted below to create an understanding of Unilever’s performance over the last five years (2019-2023).    
[bookmark: _Toc172407288]Calculation of financial ratios 
	FINANCIAL RATIOS 

	

	Ratios
	UNILEVER PLC 

	
	2023
	2022
	2021
	2020
	2019
	Company Average
	Industry average

	Profitability ratios
	 
	 
	 
	 
	 
	 
	 

	Gross profit ratio
	16.37
	17.90
	16.59
	16.37
	16.75
	16.80
	5.70

	Gross profit  
	 €        9,758 
	 €      10,755 
	 €    8,702 
	 €    8,303 
	 €     8,708 
	 €                  9,245 
	

	Sales 
	 €      59,604 
	 €      60,073 
	 €  52,444 
	 €  50,724 
	 €   51,980 
	 €                54,965 
	

	Formula (GP/Sales)*100

	Net profit ratio
	11.98
	13.76
	12.62
	11.97
	11.59
	12.39
	4.10

	Net profit  
	 €        7,140 
	 €        8,269 
	 €    6,621 
	 €    6,073 
	 €     6,026 
	 €                  6,826 
	

	Sales 
	 €      59,604 
	 €      60,073 
	 €  52,444 
	 €  50,724 
	 €   51,980 
	 €                54,965 
	

	Formula (NP/Sales)*100

	Liquidity ratios
	 
	 
	 
	 
	 
	 
	 

	Current ratio
	0.76
	0.75
	0.70
	0.78
	0.78
	0.76
	1.47

	Current assets (CA)
	 €      17,902 
	 €      19,157 
	 €  17,401 
	 €  16,157 
	 €   16,430 
	 €                17,409 
	

	Current liabilities (CL)
	 €      23,507 
	 €      25,427 
	 €  24,778 
	 €  20,592 
	 €   20,978 
	 €                23,056 
	

	Formula (CA/CL)

	Cash ratio
	0.18
	0.17
	0.14
	0.27
	0.20
	0.19
	0.31

	Cash
	 €        4,159 
	 €        4,326 
	 €    3,415 
	 €    5,548 
	 €     4,185 
	 €                  4,327 
	

	Current liabilities (CL)
	 €      23,507 
	 €      25,427 
	 €  24,778 
	 €  20,592 
	 €   20,978 
	 €                23,056 
	

	Formula (Cash/CL)

	Gearing ratios
	 
	 
	 
	 
	 
	 
	 

	Gearing ratio
	2.62
	2.59
	2.80
	2.83
	3.67
	2.90
	0.55

	Total debt
	 €      54,502 
	 €      56,120 
	 €  55,349 
	 €  50,004 
	 €   50,920 
	 €                53,379 
	

	Total equity
	 €      20,764 
	 €      21,701 
	 €  19,746 
	 €  17,655 
	 €   13,886 
	 €                18,750 
	

	Formula (Debt/Equity)

	Debt ratio
	0.72
	0.72
	0.74
	0.74
	0.79
	0.74
	0.55

	Total debt
	 €      54,502 
	 €      56,120 
	 €  55,349 
	 €  50,004 
	 €   50,920 
	 €                53,379 
	

	Total Assets
	 €      75,266 
	 €      77,821 
	 €  75,095 
	 €  67,659 
	 €   64,806 
	 €                72,129 
	

	Formula (Debt/assets)

	Efficiency ratios
	 
	 
	 
	 
	 
	 
	 

	Collection period 
	35.36
	42.87
	37.74
	35.54
	47.01
	39.70
	45.00

	Receivables 
	 €        5,775 
	 €        7,056 
	 €    5,422 
	 €    4,939 
	 €     6,695 
	 €                  5,977 
	

	Revenue 
	 €      59,604 
	 €      60,073 
	 €  52,444 
	 €  50,724 
	 €   51,980 
	 €                54,965 
	

	Formula (Receivables/Revenue)*365

	Payment period 
	123.44
	133.39
	124.01
	121.59
	124.57
	125.40
	60.00

	Payables 
	 €      16,857 
	 €      18,023 
	 €  14,861 
	 €  14,132 
	 €   14,768 
	 €                15,728 
	

	Cost of sales (COS) 
	 €      49,846 
	 €      49,318 
	 €  43,742 
	 €  42,421 
	 €   43,272 
	 €                45,720 
	

	Formula (Receivables/COS)*365


Table 1: Financial ratios
(Source: Annualreports.com, 2023)
[bookmark: _Toc172407289]Evaluation of financial ratios 
Profitability ratio analysis 

Figure 1: Profitability ratios
(Source: Annualreports.com, 2023)
Profitability ratios can be defined as a bunch of accounting ratios that show the profitability position and performance attained by the firm over the years (Bustani et al. 2021). The ratios of profitability have played a crucial role in the report to highlight the earnings and revenue generated by Unilever Plc in the past five years. The primary role of the profitability ratios is to highlight whether Unilever has attained high earnings in proportion to revenue or not in the past five years. The ratio of profitability is associated with gross profit and net profit ratios, which reflect the performance of the firm in the creation of gross and net earnings in proportion to revenue (Husain and Sunardi, 2020). The formula of GP/NP ratios from which the outcome has been generated is “gross/net earnings divided by revenue of the year”. Therefore, the GP and NP ratios of Unilever Plc were (16.37, 1.98), (17.90, 3.76), (16.59, 2.62), (16.37, 1.97), and (16.75, 11.59) in 2023, 2022, 2021, 2020, and 2019. 
However, from the above financial outcomes, it has been found that the profitability position of Unilever has declined significantly in 2023 in comparison to 2022. The lower value of earnings in 2023 in proportion to revenue is one of the causes of the lower profitability position of the business (Jihadi et al. 2021). Another possible reason for lower profit may be the higher expenditures, which cause a reduction in profit and lead to a lower performance in 2023 than in 2022. Therefore, the firm should enhance the profitability proportion in the future years since a lack of profitability might face significant financial instability or challenges. A possible solution for profitability enhancement is that the management should control the level of expenditures by preparing an accurate and transparent budget, which will lead to lower expenses and higher income that will contribute to high profitability performance (Rolinda et al. 2022). 
Liquidity ratio analysis 

Figure 2: Liquidity ratios
(Source: Annualreports.com, 2023)
Liquidity ratios are the group of financial ratios that showcase the ability of the business to pay off all the short-term obligations and maintain the liquid assets (Ichsan et al. 2021). The group of liquidity ratios have been crucial to judging the current requirement of liquidity to meet the recurring expenditures of the business. The liquidity ratios have also been helpful in managing the capabilities of the firm to pay the expenses using the current assets during the year. However, a lack of ability to meet the recurring expenses causes a lack of trust in the business whether they will be able to manage the financial performance or not. Hence, the liquidity ratios included the computation of current and cash ratios, both of which showcase the liquidity performance of the business for the last five years (Nariswari and Nugraha, 2020). The formula from which the aforementioned ratios have been computed is “current assets/cash divided by the current liabilities of the year”. 
Therefore, the current and cash ratios of Unilever Plc were (0.76, 0.75, 0.70, 0.78, 0.78) and (0.18, 0.17, 0.14, 0.27, 0.20) in 2023, 2022, 2021, 2020, and 2019. However, the financial outcomes are not satisfactory from the point of view of Unilever since they are a multinational firm and having such outcomes is an indication of financial concerns for their business (Olayinka, 2022). This is because both ratios in the last five years have been lower than 1, which is the symbol that the firm is associated with lower current assets than current liabilities. From the ratios, it is understood that the debt payment ability of Unilever is weak since they are not able to pay off all their obligations in the same year, which might cause financial instability in the future years. Therefore, going forward the management of Unilever should control the obligations in proportion to their liquidity availability in the business (Awalakki and HN, 2021). This can be done by reducing the recurring expenditures and focusing on increasing the liquid assets of the business like cash and cash equivalent.
Gearing ratio analysis 

Figure 3: Gearing ratios
(Source: Annualreports.com, 2023)
Gearing ratios are the key financial ratios, which are computed to assess the risk availability in Unilever’s business by judging the equity and debt capital (Isa-Olatinwo et al. 2022). The prime significance of the gearing ratio is also to judge the leverage of the firm and to identify whether an optimal capital structure is formed by the management or not. Based on the estimation of gearing ratios, the management can control the level of debt in proportion to equity and it will be helpful in managing the financial risks. Two types of gearing ratios are included in the computation, which are gearing ratio and debt ratio, both ratios are helpful to assess whether Unilever has formed an optimal capital structure to manage the financial debts and equity of the firm (Azwari et al. 2022). The formula of gearing and debt ratios from which the ratios have been computed is “total debt divided by total equity/total assets”. Therefore, the computed gearing and debt ratios of Unilever were (2.62, 0.72), (2.59, 0.72), (2.80, 0.74), (2.83, 0.74), and (3.67, 0.79) in 2023, 2022, 2021, 2020, and 2019. 
The gearing performance of Unilever is the worst since they have a huge level of debt capital in proportion to the equity of the business. The debt proportion has been more than twice of equity which is a significant indication of financial risk and it might directly harm the financial performance and position of the business (Rahmah and Novianty, 2021). Based on the financial outcomes of gearing performance, it can be said that Unilever has not had the optimal capital structure in the last five years due to having an excessive debt burden in comparison to equity capital. This might create a huge risk for the business in the future years since the more debt capital will be in the structure the more interest the firm will have to pay for that level of debt. Due to this reason, the management of Unilever should pay off the long-term obligations and try to increase the proportion of equity so that an equal proportion of debt and equity can be formed (Hasanuddin et al. 2021). This will be helpful in generating confidence in investors so that they can make greater investments in the business and increase the return on their investments. 
Efficiency ratio analysis 

Figure 4: Efficiency ratios
(Source: Annualreports.com, 2023)
Efficiency ratios are the key bunch of financial ratios, which are useful in the assessment of the efficacy of business operations to manage the collections and pay of the firm (Singal et al. 2022). It is quite evident that every organisation has to manage their pay and collections to manage the cash inflows and outflows efficiently. Therefore, the efficiency ratios play a crucial role in determining the ability of Unilever to collect and payment of obligations from their customers and suppliers. The efficiency ratios of the firm included the debtor’s collection period and the creditor’s payment period over the last five years (Tomsah et al. 2020). The formula which has been used to estimate both the collection and payment period is “debtor’s/creditors divided by revenue/cost of sales” of the year. Therefore, the collection and payment periods of Unilever were (35.36, 42.87, 37.74, 35.54, 47.01) and (123.44, 133.39, 124.01, 121.59, 124.57) in 2023, 2022, 2021, 2020, and 2019. 
The collection period of the firm has been impressive since they have taken a lower number of days in collecting obligations from customers. However, payable days to suppliers of the firm have been weak since they have taken a higher number of days in payment to suppliers (Li et al. 2021). Hence, it is an indication of the weak ability of the firm to manage the obligations of the suppliers which can cause an interrupted relationship with the business. The possible reason behind the high number of days of payments to suppliers is the low cash position in the business, which means the firm should decline the credit negotiations with the suppliers. The reduction in credit negotiations with the suppliers is necessary to improve the payment ability so that a positive relationship can be formed with the suppliers (Awaysheh et al. 2020). Hence, the management of Unilever should continue the good collection period with customers but they also improve their payment ability to suppliers, which will be helpful in the positive running of the business in the future years without facing any financial troubles from suppliers.
[bookmark: _Toc172407290]Comparison with major competitors/industry 
Figure 1 of the report highlights the profitability performance of Unilever with the industry average. It is crucial to depict whether the performance attained by Unilever has been high or low in comparison to industry performance for the same ratios. Therefore, the figure depicts the average profitability ratios of Unilever for the last five years and the average industry trend for the same ratios (Karikari et al. 2022). Hence, it is found that the average profitability ratios (GP and NP) of Unilever are 16.80 and 12.39 that of the industry average is 5.70 and 4.10. Hence, the profitability performance of Unilever is higher than the industry average which is a positive indication for the firm that they are leading the market in terms of business profitability. 
Figure 2 of the report portrays the average liquidity performance of Unilever Plc in the last five years with the average performance of liquidity of the FMCG industry. The assessment of industry performance is very necessary to observe in comparison with the performance of Unilever to assess whether they are on track or need improvements in the liquidity (Karikari et al. 2022). Hence, the average liquidity ratios (current and cash) ratios of Unilever are 0.76 and 0.19 that of the performance of liquidity of the industry are 1.47 and 0.31. The financial comparison has showcased that the liquidity position of the firm is weak in terms of industry average since they have attained below liquidity position. The possible causes of the below liquidity performance of the firm are the lower current assets in comparison to the current obligations of the firm.     
Figure 3 of the report showcases the graphical representation of the gearing performance of Unilever Plc with the performance of the industry in the last five years. The assessment of the gearing performance of the firm with the industry is very crucial to assess whether the firm is associated with high or low-risk proportions over the years. The gearing performance can be measured with the gearing and debt ratio, which depicts the combination of debt and equity and debt and assets (Karikari et al. 2022). Hence, the average gearing performance (gearing and debt) of Unilever Plc is 2.90 and 0.74 that of the industry average is 0.55 for both ratios. The gearing performance of Unilever has been worse due to having very high debt capital, which has also been higher than the industry. 
Figure 4 of the report depicts the representation of the efficiency graph of Unilever Plc with a comparative view of industry performance. The figure is associated with the financial outcomes of the efficiency performance of Unilever with the industry considering the last five years of the firm (Karikari et al. 2022) . The average efficiency performance (collection and payment periods) of Unilever Plc is 39.70 and 125.40 days, while the average performance of efficiency of the industry is 45 and 60 days. Hence, it is understood that the collection ability of the business has been excellent but the payment period is concerning since competitors are paying their obligations more rapidly than Unilever Plc. Therefore, the firm should look forward to decreasing the number of days in payment to their suppliers to have an excellent relationship with both the customers and suppliers. 
[bookmark: _Toc172407291]Recommendation for improving financial management 
From the above computations and illustrations of financial ratios (profitability, liquidity, efficiency, and gearing), it is understood that the management of Unilever should focus on several areas to improve the overall performance in the future years. The first area of improvement of the firm should be the liquidity performance since the current obligations of the firm have been really high in comparison to current assets (Nasihin and Purwandari, 2022). Hence, it can be recommended that Unilever should control the recurring obligations and focus on increasing the cash position of the business, which will be helpful in managing future obligations. However, the debt proportion of the firm has also been very high in the past years, which is another topic of concern for the management of Unilever, which could totally harm the capital structure. Hence, it can also be recommended that the management should focus on paying the long-term obligations and retaining the equity proportions so that in the long run they can operate the business smoothly (Nasihin and Purwandari, 2022). Moreover, the firm also needs to collaborate with suppliers properly by paying the obligations rapidly in the future years, which will not harm their relationship in the future years.



[bookmark: _Toc172407292]Part C). Investment appraisal 
[bookmark: _Toc172407293]1. Calculation of investment appraisal techniques 
Payback period (PBP) 
	Payback Period (Project A)

	

	Years 
	Cash Flow 
	Cumulative CF 

	0
	 €         -80 
	 €                 -80 

	1
	 €          25 
	 €                  25 

	2
	 €          25 
	 €                  50 

	3
	 €          20 
	 €                  70 

	4
	 €          55 
	 €                125 

	PBP (Years)
	3.18

	
	

	Payback Period (Project B)

	

	Years 
	Cash Flow 
	Cumulative CF 

	0
	 €         -75 
	 €                 -75 

	1
	 €          50 
	 €                  50 

	2
	 €          20 
	 €                  70 

	3
	 €          20 
	 €                  90 

	4
	 €          20 
	 €                110 

	PBP (Years)
	2.25

	
	


Table 2: PBP
(Source: Created by Excel)
Table 2 highlights the estimation of PBP, which is one of the key techniques of capital budgeting to assess the suitability and viability of project proposals (Magni and Marchioni, 2020). It can be said that the management of Unilever Plc is in search of new investment opportunities for which they have considered two projects named “Project A and B”. The main importance of PBP is it shows the viability and feasibility of the projects based on which specific project will be selected. The initial costs invested in both projects are different which are €80 for project A and €75 for project B and the cash flows for both projects are also different which will generate different outcomes for PBP. Therefore, the PBP for Project A is 3.18 years that of Project B is 2.25 years. The feasibility of Project B is good since it will recover the initial capital more rapidly than Project A and the firm should undertake the project (Campbell and Brown, 2022). The acceptance of Project B is also crucial to generating greater cash flows from which they can pay off the outflows and recover the capital that they invested in both projects. 
Net present value (NPV) 
	Net Present Value (Project A)

	

	Years 
	Cash Flow 
	Discounting rate
	PV

	0
	 €         -80 
	 
	 €      -80 

	1
	 €          25 
	9.75%
	 €  22.78 

	2
	 €          25 
	9.75%
	 €  20.76 

	3
	 €          20 
	9.75%
	 €  15.13 

	4
	 €          55 
	9.75%
	 €  37.91 

	Total PV 
	 €  96.57 

	Initial Costs
	 €      -80 

	NPV 
	 €  16.57 

	Net Present Value (Project B)

	

	Years 
	Cash Flow 
	Discounting rate
	PV

	0
	 €         -75 
	 
	 €      -75 

	1
	 €          50 
	9.75%
	 €  45.56 

	2
	 €          20 
	9.75%
	 €  16.60 

	3
	 €          20 
	9.75%
	 €  15.13 

	4
	 €          20 
	9.75%
	 €  13.79 

	Total PV 
	 €  91.08 

	Initial Costs
	 €      -75 

	NPV 
	 €  16.08 


Table 3: NPV
(Source: Created by Excel)
Table 3 is the estimation of NPV, which is the key method of investment appraisal to appraise the investments of project proposals. It is understood from the case study that Unilever Plc is seeking new investment opportunities for which they have selected two projects A and B (Locatelli et al. 2020). The assessment of suitability, feasibility, and viability of two projects is highly crucial which is one of the reasons behind the computations of NPV. The computation mainly depends on estimating the PV of cash flows by considering the cost of capital or discounting rate of 9.75%. The main importance of estimating NPV is to judge the profitability associated with both projects by assessing the cash flows, discounting rate, and PV. Hence, the NPV of project A is €16.57 that of project B is €16.08. The profitability associated with both projects is almost the same since they have equal capability to generate profitability for Unilever. Based on the financial outcomes, it can be said that the selection of Project A would be good since it shows a higher generation of NPV (Tiwari and Bhandari, 2020). The selection of the aforementioned project would be the symbol of creating high cash inflows in comparison to outflows, which will bring financial stability to the business. 
Accounting rate of return (ARR) 
	Accounting Rate of Return (Project A)

	

	Years 
	Cash Flow 

	0
	 €         -80 

	1
	 €          25 

	2
	 €          25 

	3
	 €          20 

	4
	 €          55 

	Average 
	 €          31 

	ARR
	38.75%

	Accounting Rate of Return (Project B)

	

	Years 
	Cash Flow 

	0
	 €         -75 

	1
	 €          50 

	2
	 €          20 

	3
	 €          20 

	4
	 €          20 

	Average 
	 €          28 

	ARR
	37.33%


Table 4: ARR
(Source: Created by Excel)
Table 4 portrays the estimation of ARR, which is one of the crucial parts of investment appraisal to judge the project's capabilities. The estimation of ARR is mainly done to assess the feasibility of the project and the ability to generate a return from the specific investment proposal can also be judged with the method (Awan et al. 2022). The method is highly important in making financial decisions on project selection since high-return generated investments should be selected according to the ARR method. Hence, the ART of Project A is 38.75% that of Project B is 37.33%. The annual returns provided by both projects are not much different but project A has the capability to generate higher returns on investments. Hence, the comparison of projects has depicted that project A is highly impressive and has the capability to generate higher investment returns. Therefore, Unilever Plc should select Project A in comparison to Project B which will bring high transparency and feasibility to the business (Merkel et al. 2022). Hence, the selection of project A will also enable the business to attain greater profitability in the future years, which will manage the financial performance and health of the firm.
Recommendation for project selection 
The project selection can be done based on the three aforementioned methods (PBP, ARR, NPV) of capital budgeting, which is estimated in the above tables. The methods provide accurate and transparent information about the project and whether it will create greater profitability and returns for the business or not (Ogutu et al. 2021). The estimation of PBP shows whether the primary goal of Unilever is the quick recovery of capital, estimations of NPV depict whether the goal of the firm is to maximise the values, and ARR shows whether the primary goal is to create higher returns. Therefore, it is found from the above estimations that the PBP of Projects A and B is (3.8 years and 2.25 years), the NPV of Projects A and B is (€16.57 and €16.07), and the ART of Projects A and B is (38.75% and 37.33%). Therefore, the overall recommendation should be in favour of Project B since it is associated with rapid recovery of capital and satisfactory NPV and ARR as well. The primary reason behind the recommendation for Project B is the rapid recovery of capital by creating cumulative cash flows in the business (Wijethilake et al. 2023). However, the primary reason behind ignorance of Project A is the high number of years required for capital recovery which might cause outflows for the specific period. Due to this reason, the management of Unilever Plc should undertake project B to create better cash flow opportunities and return generation in the future years.   
[bookmark: _Toc172407294]2. Discussion of benefits, shortcomings, and non-financial factors 
Advantages of investment appraisal techniques
The specific advantages of PBP, NPV, and ARR have been provided below: 
PBP
· The method is very simple to use and easy to understand. 
· It provides quick decision-making on the selection of the project proposal 
· It creates low cost for creating project decisions (De-Assis et al. 2020). 
· The method mainly uses cash flows rather than accounting profits 
NPV
· The method is very helpful in measuring the profitability of the projects 
· The technique is also useful in considering both inflows and outflows along 
· A comprehensive evaluation is possible considering the full-year cash flows (De-Assis et al. 2020). 
· It provides quick decision-making for project proposals  
ARR
· The technique is very easy to use and simple to understand. 
· A comprehensive return on investment is possible with the method (De-Assis et al. 2020). 
· It is the performance indicator for two or more investment proposals simultaneously 
· It provides investment justifications like high or low investment returns 
Shortcomings of investment appraisal techniques 
The following shortcomings of the techniques of investment appraisal are stated below: 
PBP 
· It ignores the financial concept (time value of money) 
· It does not consider the cash flow after PBP (Ahamed and Haleem, 2020). 
· It is helpful in making short-term decisions 
NPV 
· High complexity can be created with multiple projects 
· Mainly depends on the discounting rate of the projects 
· Capital availability may not be realistic all the times (Ahamed and Haleem, 2020). 
ARR 
· It ignores the financial concept (time value of money)  
· Mainly focuses on average return not timing of returns (Ahamed and Haleem, 2020) . 
· Lack of comparative ability in assessing multiple projects  
Addressing the non-financial factors in project selection 
The selection of the project can not only be dependent on investment appraisal techniques but also consider some of the non-financial factors which are highlighted below: 
· Alignment of the project with the long-term goals of the business(Ashoka et al. 2020). 
· Regulatory compliance and regulations for the selected projects 
· The project should be selected based on the demand and requirements 
· There should be a competitive advantage of the project proposal (Ashoka et al. 2020).
[bookmark: _Toc172407295]Conclusion 
The above discussions have been completed to access the financial information of Unilever Plc to judge the financial performance and position attained by the business in the last five years. The financial ratios (profitability, liquidity, efficiency, and gearing) of Unilever have been estimated in the report to create an understanding of different areas of the business operations. It has been concluded from the discussions that the financial risk has been very high in Unilever due to excess debt burden which might force investors to move from the existing firm to other FMCG companies since they are not currently reliable in providing high returns to their investors. It has also been concluded from the discussion that the liquidity position has been weak due to having higher liquid obligations than the availability of short-term assets. Therefore, the firm could face financial difficulties in meeting its obligations with the current availability of financial resources. Moreover, the estimation of capital budgeting has also been done in the report to assess better financial opportunities in the form of investments and projects. It is found that the estimation of ARR has been done by estimating the average annual cash flows of both projects and divided by the total initial capital required for the projects. The estimations of payback have been done for four years and cumulative cash flows are computed. It is identified from the report that project B should be more suitable for the firm to recover invested capital and generate higher cash flows in future years. 
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Efficiency ratios

Collection period 	
2023	2022	2021	2020	2019	Company average	Industry average	UNILEVER PLC 	35.364656734447351	42.871839262230949	37.736061322553581	35.540079646715562	47.01183147364371	39.704893687918229	45	Payment period 	
2023	2022	2021	2020	2019	Company average	Industry average	UNILEVER PLC 	123.4362837539622	133.38730281033295	124.00587536006584	121.59496475802078	124.56831207247181	125.39854775097072	60	



Profitability ratios 

Gross profit ratio	
2023	2022	2021	2020	2019	Company average	Industry average	UNILEVER PLC 	16.371384470840884	17.90321775173539	16.592937228281595	16.368977209999212	16.752597152751058	16.79782276272163	5.7	Net profit ratio	
2023	2022	2021	2020	2019	Company average	Industry average	UNILEVER PLC 	11.979061807932354	13.764919348126444	12.624895126229882	11.972636227426859	11.592920353982301	12.386886572739568	4.0999999999999996	



Liquidity ratios 

Current ratio	
2023	2022	2021	2020	2019	Company average	Industry average	UNILEVER PLC 	0.76156038626792022	0.75341172769103704	0.70227621276939223	0.78462509712509709	0.78320144913719136	0.75701497459812761	1.47	Cash ratio	
2023	2022	2021	2020	2019	Company average	Industry average	UNILEVER PLC 	0.17692602203598928	0.17013410941125576	0.13782387601904916	0.26942501942501945	0.19949470874249214	0.19076074712676117	0.31	



Gearing ratios 

Gearing ratio	
2023	2022	2021	2020	2019	Company average	Industry average	UNILEVER PLC 	2.624831439029089	2.5860559421224827	2.8030487187278434	2.8322854715378081	3.6670027365692066	2.902644861597286	0.55000000000000004	Debt ratio	
2023	2022	2021	2020	2019	Company average	Industry average	UNILEVER PLC 	0.7241251029681397	0.72114210817131619	0.73705306611625276	0.7390591052188179	0.78572971638428546	0.74142181977176247	0.55000000000000004	
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