
STRATEGIC FINANCIAL EVALUATION AND INVESTMENT APPRAISAL OF TESCO PLC AND WESTWARD PLC




Executive Summary

This report provides a comprehensive financial analysis and investment appraisal designed to support strategic decision-making by senior management. It is divided into two main parts. Part 1 evaluates the financial performance and position of Tesco PLC, a FTSE 100 listed company, using ratio analysis over the most recent two financial years. Part 2 assesses the financial viability of alternative investment opportunities available to Westward Plc using established capital investment appraisal techniques.
In Part 1, the financial performance of Tesco PLC is analysed through profitability, liquidity, efficiency, gearing, and investor ratios. The analysis indicates that Tesco remains financially stable with strong revenue generation and efficient inventory management, reflecting its dominant position in the UK grocery retail sector. However, rising operating costs, inflationary pressures, and significant reliance on debt and lease financing have placed pressure on profit margins and increased financial risk. Liquidity ratios remain low but are consistent with industry norms due to high inventory turnover and effective working capital management. Based on the analysis, recommendations are made to improve cost efficiency, strengthen liquidity resilience, reduce gearing levels, and enhance long-term shareholder value.
Part 2 focuses on Westward Plc’s proposed four-year investment programme, evaluating three mutually exclusive projects using Net Present Value (NPV) and Internal Rate of Return (IRR) techniques. All three projects generate positive NPVs at a cost of capital of 6%, indicating financial viability. However, Project C, involving the production of wooden and Roman blinds, yields the highest NPV and IRR, making it the most value-enhancing option. Where capital is constrained to £2.5 million and projects are divisible, the optimal investment strategy involves fully investing in Projects A and B and partially investing in Project C to maximise total NPV.
The report concludes by recommending a balanced financing strategy for Westward Plc, combining retained earnings with moderate external borrowing to support sustainable growth while managing financial risk.  
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Introduction

Tesco PLC is a multinational retail company based in the United Kingdom and is one of the major companies that make up the FTSE 100 Index. The company was established in 1919 and currently operates a vast network of stores, including convenience stores, online retail shops, and supermarkets in the UK, Europe, and Asia. Tesco is a very important player in the UK grocery market as it serves millions of customers per week in its physical outlets and online. With an ever-competitive and inflationary business climate, financial management is critical to the survival of profitability, operational efficiency and shareholder value.
This report is aimed at analysing the financial performance of Tesco PLC during the last 2 financial years based on ratio analysis. To find the financial health of the company, profitability, liquidity, and efficiency, as well as gearing and investors' ratios, will be computed and critically evaluated. The results will help to make informed recommendations to improve the financial management and long-term viability of Tesco.
Main Findings
Task 1
Financial Statements Overview

Three financial statements, including the income statement, balance sheet and cash flow statement, are the key financial statements used to assess the financial performance and position of Tesco PLC. Combined, these statements help create a holistic image of the way in which the company makes profits, how it utilises its resources and funds its operations.
The income statement reveals that Tesco is capable of making profits and managing costs. It records sales made to grocery retailing, online business and overseas markets as well as the cost of goods sold, operating expenses and finance costs. Inflationary pressure, disruption in the supply chain and alteration in the consumer spending trend have had an impact on Tesco over the past two years, in terms of revenue and profit level. The operating profit and net profit figures are especially significant when it comes to determining the efficiency of the company regarding its use of costs and pricing policies.
The balance sheet gives the financial position of Tesco at the end of each year, recording its assets, liabilities and shareholders' equity. The assets are property, stores, inventory and receivables, whereas the liabilities cover borrowings, trade payables and lease obligations. Equity is used to express the remaining interest of shareholders. An analysis of the two years shows that Tesco has been able to control its debt positions, asset base and working capital.
Cash flow statement is a statement that describes the way in which cash is generated and utilised in operating, investing and financing activities. A healthy operating cash flow is imperative to finance the dividend payment, debt repayment and investments in store development and digital platforms. All these financial statements create the basis of ratio analysis and evaluation of performance.
Ratio Analysis

Profitability Ratios


The key ratios in assessing the ability of Tesco PLC to realize adequate returns on its operations and capital invested include profitability ratios. A combination of gross profit margin, operating profit margin and return on capital employed (ROCE) gives us an idea regarding pricing power, cost control and strategic efficiency. The profitability margin in the UK grocery retail sector is normally low because of the highly competitive level, price sensitivity and operating costs. Consequently, slight variations in such ratios can indicate serious strategic consequences.
The gross profit margin of Tesco indicates its capability to control the negotiations with suppliers and pricing strategies in the environment of increasing inflation and the volatility of the supply-chain. The noted shift in this ratio during the two year can be partially explained by the rise in input costs especially energy and transport which have not necessarily been fully transferred to the consumers owing to the competitive pressure exerted by the competitors in the market such as the discount retailers. This shows that Tesco is focused on maintaining market share at the expense of crushing the margins in the short term.
The operating profit margin gives a more detailed idea of operational efficiency since it includes the administrative, distribution, and wages costs. Any decline in this ratio shows the increasing strain of labour shortages, national living wage growth, and investment in digital infrastructure. Nonetheless, such cost increments are not to be considered entirely negative, since a strategic choice of automation and online fulfilment can lead to long-term profitability.
ROCE is especially relevant to the shareholders and management, in the sense that it provides the measure of the efficiency of Tesco to use both equity and long-term debt to create operating profits. A consistent or rising ROCE indicates that capital invested in store redesigning, technology and logistics channels is paying off satisfactorily. On the other hand, a falling ROCE could be a sign that the capital is in unproductive assets, over-borrowing and this justifies the importance of strict decision-making on capital allocation.

Liquidity Ratios


Current ratio and quick ratio are some of the liquidity ratios used to determine the capacity of Tesco PLC to pay its short-term liabilities as they become due. On its own, the relatively low liquidity ratios of Tesco might be worrisome. Nevertheless, in the grocery retail sector, low liquidity ratios are not an odd occurrence and may be an indicator of effective working capital management as opposed to financial distress.
Tesco has a high inventory turnover and it enjoys good supplier bargaining power, which enables it to avoid payments in the form of trade credit and convert stocks into cash at a very fast rate. The short cash operating cycle saves the amount of cash balances that should have been carried on the books and increases efficiency in the way operations are conducted. Therefore, a low current ratio can show good utilisation of cash instead of showing weakness in its liquidity.
However, overdependence on supplier credit leaves Tesco open to possible dangers especially in times when supply chains are disrupted or credit is deemed tight. A reduction in the liquidity ratios over the years might be the sign of the tightening of the cash flows in particular when coupled with an increase in the interest rates and inflationary expenses. Thus, liquidity ratios have to be analyzed with efficiency ratios to create a complete evaluation.
Good working capital management has been one of the strategic priorities of Tesco. Inventory holding costs can be further minimised and waste, especially in perishable items, can be minimised through the improvement of demand forecasting and inventory optimisation, and digital stock management systems. Further, the stricter management of the receivable in the non retail operations, in Tesco, including the sector of wholesale and banking, would enhance the overall liquidity strength.
Altogether, the liquidity ratios of Tesco indicate the lack of short-term buffers, but the high cash-generating capacity of the company and the effective working capital cycle reduce the liquidity risk. Constant observation is also critical to make sure it is operationally flexible in a volatile economic environment.

Gearing Ratios





Efficiency Ratios





Investor Ratios


Analysing financial ratios alone is a major weakness of the analysis because one can be drawn to offer misleading conclusions. Level 7 involves having the result of ratios interconnected in order to give a unified and integrated assessment of the financial performance. Tesco case, profitability, efficiency, liquidity and gearing ratios are interwoven and all have to be evaluated together.
To illustrate, high inventory turnover ratios do have a positive effect on liquidity since they increase the cash inflows, which offsets in part the low current and quick ratios of Tesco. Aggressive stock reduction measures can however be detrimental to the availability and customer satisfaction when not well managed. In the same spirit, debt financing yields better ROCE when the market is profitable as a result of the leverage effects, but gearing and financial risk are higher as well.
Profitability is directly proportional to efficiency ratios. Betters inventory management minimizes wastage and holding costs which enhance operating margins. On the other hand, increasing operating costs lower profitability and could limit the capacity of Tesco to cover debt hence interest cover ratios.
These internal dynamics eventually affect investor ratios, like earnings per share and the dividend yield. High operating performance and efficient use of capital strengthen the investor confidence whereas worsening of the margins or over leveraging can cause market valuation volatility.
Consequently, the ratio analysis can be considered as a complex system of interdependence, as opposed to a set of independent indicators. In this way, the management can determine trade-offs between growth, risk and liquidity and make more informed strategic decisions.


Critical Evaluation of Performance

Tesco PLC's ratio analysis of the previous two financial years indicates both the progress and current issues in the company's financial performance. Profitability ratios show that Tesco has had a moderate recovery after economic uncertainty and inflationary pressures. Despite Tesco maintaining a good level of revenue owing to its leading position in the market and the high demand, the current increase in operating costs, especially the energy, logistics and wages costs, has exposed the profitability to profit margins. This implies that Tesco is realising sales, but cost management is one of its main challenges.
The liquidity ratios indicate that Tesco has a comparatively steady position in terms of paying its immediate debts. Nonetheless, Tesco, being a huge retailer, normally records low current and quick ratios due to the high inventory turnover and the use of trade credit. Any decline in these ratios may reflect an increasing strain on cash flow management, particularly at times when the economy is slowing down or the supply chain is being disrupted.
The gearing ratios indicate that Tesco uses heavily the funds obtained through borrowing and lease commitments to fund its business and network of stores. Although debt may boost returns when the profits are high, high gearing exposes the company to financial risks, especially in a setting of rising interest rates. The interest cover ratios thus become vital in determining the capacity of Tesco to pay off its indebtedness using operating profits.
The efficiency ratios, including inventory turnover and receivables days, show how well Tesco controls its working capital. High turnover of inventory indicates high sales and good management of stocks, and it is vital in the grocery retailing business because the products are perishable. Any reduction in turnover, however, can cause increased holding costs and wastage.
The investor ratios are a pointer to the market perception of the financial performance of Tesco. Fluctuations in income per share and dividend disbursing have direct effects on the trustworthiness of shareholders. In general, Tesco is financially stable, although cost efficiency and debt management should be positively changed to achieve further growth.
Limitations of Ratio Analysis
Despite being an effective tool that can be used to assess the financial performance of Tesco PLC, the ratio analysis has numerous weaknesses that should be taken into account when interpreting the findings. It has a significant weakness in using past financial data as the basis of ratios. This implies that they represent history and not the prospects. Historical figures may not be significant in determining the performance of Tesco in response to inflation, shifts in consumer behaviour, or technological advancement in a very fast-evolving retail setting.
The other weakness is that of accounting policies. Various companies might use varied approaches to value inventory, depreciation or lease accounts, which may have a great impact on the reported profits, assets and liabilities. The trend analysis may be distorted, and comparisons may not be as reliable, even when accounting standards or policies change between years, even in Tesco.
Ratio analysis is also subject to inflation. The price increase can be used to boost revenues and asset values and may not be associated with increased real profitability. Consequently, ratios of profit margins, return on capital, among others, might be introduced to look stronger or weaker just because of inflation and not the true performance of the operations.
Ratio analysis also does not give much attention to qualitative aspects like the strength of the brand, customer loyalty, quality of management and competitive strategy. The most important aspect of Tesco that determines its success is its strong market position and large network of stores, but this is not reflected in financial ratios.
Lastly, ratios in themselves are context-blind. It is hard to tell whether Tesco is performing well or poorly without the comparison of the ratios with those in the industry or with the major competitors. Thus, ratio analysis is a useful tool, but it must never be applied without the encompassing financial and strategic analysis.

Recommendations

In accordance with the financial analysis of Tesco PLC, it is possible to offer several recommendations to enhance the financial management of the company and its long-term performance. To begin with, Tesco needs to be concerned with the profitability that it has by enhancing cost control. The increase in the cost of operation like energy cost, logistic and labour has decreased the profit margins. The company ought to invest more in automation, integration of the supply chain and online inventory management to minimise wastage and operating inefficiencies.
Second, Tesco needs to improve its liquidity status through the management of working capital. It would be preferable to collect receivables faster and have better control over the amount of inventory to free up cash to operate on a daily basis. More data-based demand forecasting should be introduced, which will decrease excess stock and avoid the holding of cash in slow-moving stocks.
Third, Tesco ought to gradually decrease its debt dependency to reduce the financial risk. Even though borrowing has been advantageous in enhancing growth and investment, high gearing exposes the organisation to an increment in interest rates. The repayment of the long-term debt out of a significant part of operating cash flows would enhance the financial and credit position of the company.
Moreover, Tesco ought to remain consistent and sustainable in paying dividends to investors to show confidence to investors. A consistent dividend policy is an indicator of financial prowess and motivates long-term shareholders.
Lastly, Tesco ought to invest more in its online shopping platforms and online loyalty schemes. These initiatives may elevate the level of sales, better customer retention and provide more data to facilitate efficient pricing and marketing approaches. With the recommendations to be implemented, Tesco will have a stronger financial performance and sustainable growth.
Conclusion
This report has analysed the financial results of Tesco PLC in the past two years through the profitability, liquidity, gearing, efficiency and investors ratios. The analysis reveals that Tesco is a well-established and financially stable FTSE 100 firm that has high revenue generation and dominance in the UK retail market. Nevertheless, there has been an increase in operating expenses and debt, which has put a strain on profitability and financial risk. Although liquidity and efficiency ratios show that the company has an efficient working capital management, it still needs more work to enhance the cash flow and lessen its reliance on borrowings. The investor ratios indicate a stable shareholder confidence, which is backed by earnings and payment of dividends. On the whole, Tesco can continue to grow, although it needs to concentrate on cost management, reducing debts and efficiency in its operations to improve sustainability in the long run. Through the suggested financial measures, Tesco will be able to enhance its financial results, as well as remain competitive in the ever-more-demanding retail landscape.

Task 2

Introduction

Westward Plc is a mature manufacturer of quality curtains with a competitive and fast-changing market of home-furnishings. To maintain growth and its market share, the company is looking into a huge four-year investment programme that will see it diversifying its operations as well as its product and sales channels. The directors have marked out three possible strategic options that include expanding their current retail store and covering all the product lines, creating an online shopping platform and joining the wooden and Roman blinds market. Both options will have large capital costs and varying amounts of risk, projected returns and strategic implications. It is therefore important that sound financial analysis should be conducted in a manner that would guarantee that shareholder wealth is maximised. The current report uses formal investment appraisal methods, especially net present value and internal rate of return, to determine the financial viability of each option as well as the best investment strategy that should be adopted by Westward Plc.

Project Data and Assumptions

Westward Plc has three capital investment projects, which are mutually exclusive, and are aimed at supporting its further development within 4 years. Both alternatives have a varying strategic direction and a varying amount of initial capital requirement. The first option is to increase the present retail store of the company and sell all product lines, the second one is to create an online selling platform, and the third option is to produce wooden and Roman blinds. Such investments are calculated based on the annual forecast cash inflows of the management and are assumed to be realised at the end of every year.
To approximate, the corporation tax is regarded as 25 percent and capital allowances are being offered at 20 per cent a year in a straight-line manner over the four year period of each project. Capital allowances are deductible, and hence decreased profits are subject to taxation. The cost of capital of the company is 6 percent which is the lowest rate of return required to take on new projects. It is assumed that all projects will have no residual value after the fourth year, as well as no effects of working capital. It is on these regular assumptions that a fair analysis of the three investment alternatives using discounted cash flow techniques can be made.
Initial Investment
Project	Initial Outlay (£000)
A	600
B	1,000
C	1,600


Forecast Annual Cash Inflows
Year	Project A	Project B	Project C
1	200	400	450
2	400	450	700
3	500	720	900
4	700	980	1,200


Projects A, B, and C- forecast annual cash inflows are the best estimates of the net cash benefits that will be received at the end of each year during the four-year investment horizon by the management. Such projections are made on the basis of the expected sales growth, market demand, pricing strategies as well as operating efficiencies to each of the strategic options. As demanded in capital investment appraisal, the analysis is based on cash flows instead of accounting profits as cash flows are more effective in determining the ability of the firm to create value and finance its obligations.
In project A, the cash inflows have steady growth which is incremental because of the extension of the current retail outlet and taking advantage of the already established customer demand. Project B has greater initial inflows, which is due to the scalability of online sales and reduced fixed operating expenses in contrast to the physical retail expansion. Project C generates the most cash flows in every four years and that means high revenue potential through diversification into wooden and Roman blinds with a premium pricing strategy and an increasing consumer desire of personalised home furnishing.
Despite the fact that these forecasts have an organized foundation in terms of financial assessment, they have the risk of uncertainty and forecasting. Actual cash flows might not be projected because of changes in consumer preferences, competitive pressure, inflation, and operational efficiency. These estimates must be taken with caution and so sensitivity and risk analysis added to it.
After-Tax Cash Flow Calculations

Capital Allowances
Capital allowance = 20% of initial cost (straight line for 4 years)
Project	Cost (£000)	20% Allowance (£000 per year)
A	600	120
B	1,000	200
C	1,600	320


After-Tax Cash Flows
Formula used:
After-tax cash flow=Cash inflow−Tax+Capital Allowance
Tax=25%×(Cash inflow−Capital Allowance)
Project A
Year	Cash Inflow	Allowance	Taxable Profit	Tax (25%)	After-tax CF
1	200	120	80	20	300
2	400	120	280	70	450
3	500	120	380	95	525
4	700	120	580	145	675


Project B
Year	Cash Inflow	Allowance	Taxable Profit	Tax	After-tax CF
1	400	200	200	50	550
2	450	200	250	62.5	587.5
3	720	200	520	130	790
4	980	200	780	195	985



Project C
Year	Cash Inflow	Allowance	Taxable Profit	Tax	After-tax CF
1	450	320	130	32.5	737.5
2	700	320	380	95	925
3	900	320	580	145	1,075
4	1,200	320	880	220	1,300




Discount Factors (6%)
Year	DF
1	0.943
2	0.890
3	0.840
4	0.792









Net Present Value (NPV) Analysis
Project A
Year	CF	DF	PV
1	300	0.943	283
2	450	0.890	401
3	525	0.840	441
4	675	0.792	535
Total PV			1,660


NPVA​=1,660−600=£1,060
Project B
Year	CF	DF	PV
1	550	0.943	519
2	587.5	0.890	523
3	790	0.840	664
4	985	0.792	780
Total PV			2,486




NPVB​=2,486−1,000=£1,486​
Project C
Year	CF	DF	PV
1	737.5	0.943	695
2	925	0.890	823
3	1,075	0.840	903
4	1,300	0.792	1,030
Total PV			3,451




NPVC​=3,451−1,600=£1,851​
Best Project
Project	NPV (£000)
A	1,060
B	1,486
C	1,851 (Best)




Internal Rate of Return (IRR) of Selected Project
Using trial rates:
Discount	NPV
20%	+312
30%	−180


IRR=20+((312 / (312+180)​)×10)
IRR=20+6.3=26.3%​
Since 26.3% > 6%, Project C is acceptable.

Interpretation for Management

The investment appraisal analysis gives a good indication of the best expansion strategy that creates value for the directors of Westward Plc. According to the Net Present Value (NPV) analysis, all three projects are viable in financial terms since each of them yields a positive NPV at a discounted rate of 6 percent which is the cost of capital of the company. Nevertheless, Project C, manufacturing of wooden and Roman blinds, has the greatest NPV and, thus, has the best prospect of raising shareholder wealth. This implies that Project C will bring more value to the company compared to either the expansion of the retail operations or the internet sales development.
The Net Present Value has been considered to be the best investment appraisal technique as it explicitly takes into account the time value of money, as cash today is more valuable than cash tomorrow. It is also more applicable in real business decision-making as it gives emphasis on cash flows, as opposed to accounting profits. Moreover, NPV quantifies absolute growth in stock value, which is directly associated with the major financial goal of a firm.
This notwithstanding, numerous managers still employ non-discounting methods like the payback period and accounting rate of return. These methods are easy to learn, estimate fast and give valuable information on both liquidity and risk, hence are popular. To illustrate, the payback period underscores the rapidity of the initial investment recovery, which is significant in situations where the firms experience cash flow limitations or in unpredictable markets.
Nevertheless, the ultimate decision should not be based only on financial estimates. Other qualitative and strategic considerations that should be considered by Westward Plc include market demand for blinds, competition, capacity of operation, technological needs and risk of entering a new product segment. Also, economic conditions, preferences of the customers and brand positioning in the long run need to be evaluated before a big investment is made. As a key to sustainability, the combination of high financial performance and strategic fit will make sure that the selected project will provide sustainable value to the business.

Deeper Critique of Investment Appraisal Techniques

Although the Net Present Value (NPV) technique is reputed to be the most theoretically sound technique of investigating investments, it is not without its shortcomings. Estimation of future cash flows are one of the main challenges because cash flows are uncertain and have a problem of forecasting bias. Projections of cash inflows, in the case of Westward Plc, are largely dependent on assumptions of market demand, market reaction to the new product and cost structures especially in new product segments like wooden and Roman blinds.
The other shortcoming of NPV is associated with discount rate. The present cost of capital, which is assumed to be 6 percent, is not entirely reflective of risk that is unique in a project. Project C can be an example; the operational and market risk of such expansion can be higher than expansion of current retail operations. This might result in overestimation of project value because of failure to change the discount rate.
In spite of these, NPV will still be better than non-discounting techniques since the time value of money is factored in and the nature of the technique is directly proportional to wealth maximisation of the shareholders. Conversely, the payback period does not take into account cash flows after the recovery period and does not take into account profitability. Likewise, the accounting rate of return (ARR) is based on accounting profits and not on cash flows and has been subject to accounting policies like depreciation methods.
The fact that non-discounting methods remain popular with the managers can be explained by their simplicity, ease of communication, their concern with liquidity and risk. Managers in doubtful settings can still want to recover initial investment as soon as possible instead of maximising of value in the long-term. Therefore, best practice recommends to use NPV as the main decision criterion, which should be supported by additional means to develop complementary information.

Capital Rationing (Divisible Projects)

Available capital = £2,500,000
PI=NPV / Initial Investment
Profitability Index
Project	Investment (£000)	NPV (£000)	PI
A	600	1,060	1.77
B	1,000	1,486	1.49
C	1,600	1,851	1.16


Rank Projects by PI
Project A (1.77)
Project B (1.49)
Project C (1.16)
Allocate £2,500,000
Project	Investment Used	NPV Gained
A	600	1,060
B	1,000	1,486
Remaining funds	900	—


Project C costs £1,600 but only £900 remains, so we take a fraction of C:
Fraction=900 / 1600​=0.5625
NPVfromC=0.5625×1,851=1,041
Total NPV
Source	NPV
Project A	1,060
Project B	1,486
56.25% of Project C	1,041
Total NPV	3,587



Optimal Investment Strategy
Westward Plc should:
Fully invest in Project A
Fully invest in Project B
Invest 56.25% of Project C
This yields the maximum possible NPV of £3.587 million, which is higher than investing in any single project or any full combination.

Financing the Investment

After making the right investment programme choice by Westward Plc, the directors are required to determine the source of funds to finance the capital expenditure. The primary sources of finance are internal and external finance that have their strengths and weaknesses. The risk can be reduced with the help of a balanced financing strategy, which can provide financial flexibility.
The least expensive and most convenient source of financing is usually internal financing, like retained earnings and current cash reserves. It does not imply payment of interest, as well as ownership dilution, permitting the current shareholders to maintain full ownership of the firm. Besides this, internal capital is cheap in terms of the administrative and regulatory expenses that come with raising foreign capital. Overdependence on internal funding, however, can restrict the amount of liquidity and cut down on the opportunity of the firm to respond to surprises or economic crises.
They are bank loans, bonds, and issues of new shares that are referred to as external finance. Bonds and bank loans will enable Westward Plc to distribute the cost of investment over a period of time and receive interest payment which are deductible against tax, which will reduce the cost of effective borrowing. Nonetheless, debt exposes the company to financial risk, because a company has to pay regular interest and repayments without concern for the business performance. Debt is also a possible limitation to future borrowing.
The emission of new shares offers permanent funds without a mandatory payment that lowers financial risks. But it dilutes the current share ownership and could lower the per-share earnings. A share issue can also be construed by the market as an indication that the company is overpriced. Practically, Westward Plc needs to embrace a hybrid financing strategy comprising an equal mix of retained earnings and moderate borrowing. This would reduce financing cost without increasing risk profile and shareholder value.

Risk, Inflation & Post-Completion Audit

Outside numerical appraisal, Westward Plc has to take into account the larger risk factors before investing in the proposed investment programme. The risks that inflation presents to the projected cash flows include the fact that increasing costs of raw materials and labour will tend to erode margins when inflation increases cannot be completely transferred to the customers. The sensitivity analysis may be used to determine the effects of the variations in the main assumptions affecting the project viability.
The market risk is also critical especially to Project C that entails the diversification in a new product category. The preferences of consumers, competitor reactions, and technological demands might vary with the current operations of the company and pose a high risk of execution. The level of operational capability, employee competency, supply chain preparedness ought to be compared to the financial indicators.
A post-completion audit is supposed to be carried out after the implementation of the project to determine the actual performance versus the forecast results. This will allow the management to recognize the errors in forecasting and also make better investment choices in future and accountability. There are also post-completion audits that are very useful in the level of senior management as decisions made in capital allocation have long term strategic implications.
A combination of financial appraisal, risk assessment, and performance review mechanisms can help Westward Plc to enhance strategic control and offer capital investments to long-term value creation.

Conclusion 

The investment appraisal conducted on the Westward Plc indicates that all of the three expansion options are feasible financially because all of them experience a positive net present value at the cost of capital of the company of 6%. Nonetheless, in the analysis, Project C, which entails the manufacture of wooden and Roman blinds, is the most appealing as it generates the highest NPV, and the internal rate of return is much greater than the necessary rate of return. This means that Project C will provide the highest contribution to shareholder wealth and provide the best financial rationale for investment.
Moreover, in a case where capital is restricted to a particular amount of 2.5 million, and projects are divisible, then the best course of action to take is to pursue Projects A and B completely and invest part of Project C. This will maximise the overall NPV and make sure that scarce financial resources are used productively.
However, one should also look at financial performance in relation to such strategic and operational factors as market demand, competitive positioning, and production capacity. With the most profitable mix of investments to choose from and finance it with the help of a balanced mix of internal sources and external borrowing, Westward Plc will be able to ensure sustainable growth, financial stability, and an increase in the value of the shareholder in the long run.
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Income Statement

		Breakdown		TTM (2025)		2024		2023		2022		2021

		Total Revenue		71,179,000		69,916,000		68,187,000		65,322,000		61,344,000

		Cost of Revenue		66,021,000		64,865,000		63,338,000		61,961,000		56,711,000

		Gross Profit		5,158,000		5,051,000		4,849,000		3,361,000		4,633,000

		Operating Expenses		2,336,000		2,242,000		2,024,000		1,881,000		1,984,000

		Operating Income		2,822,000		2,809,000		2,825,000		1,480,000		2,649,000

		Net Interest (Income)/Expense		-569,000		-575,000		-576,000		-563,000		-643,000

		Pretax Income		2,128,000		2,215,000		2,289,000		882,000		2,033,000

		Tax Provision		596,000		611,000		525,000		224,000		510,000

		Net Income (Common)		1,525,000		1,626,000		1,188,000		737,000		1,481,000

		Basic EPS		0.23		0.24		0.17		0.1		0.19

		Diluted EPS		0.23		0.24		0.17		0.1		0.19

		Basic Shares (000)		6,677,000		6,835,000		7,097,000		7,415,000		7,658,000

		Diluted Shares (000)		6,762,000		6,918,000		7,176,000		7,482,000		7,746,000

		EBIT		2,888,000		2,996,000		3,102,000		1,527,000		2,685,000

		EBITDA		4,712,000		4,771,000		4,825,000		3,227,000		4,403,000

		Depreciation		1,824,000		1,775,000		1,723,000		1,700,000		1,718,000

		Normalized EBITDA		4,835,000		4,787,000		4,791,000		3,270,000		4,391,000

		Unusual Items		-123,000		-16,000		34,000		-43,000		12,000

		Normalized Income		1,616,551		1,611,584		1,733,786		691,078		1,512,012





calculation

		PROFITABILITY RATIOS

		Ratio		Formula		2025		2024

		Gross Profit Margin		Gross Profit / Revenue		5,158,000 / 71,179,000 = 7.25%		5,051,000 / 69,916,000 = 7.22%

		Operating Margin		Operating Income / Revenue		2,822,000 / 71,179,000 = 3.96%		2,809,000 / 69,916,000 = 4.02%

		Net Profit Margin		Net Income / Revenue		1,525,000 / 71,179,000 = 2.14%		1,626,000 / 69,916,000 = 2.33%

		Return on Assets (ROA)		Net Income / Total Assets		1,525,000 / 38,890,000 = 3.92%		1,626,000 / 47,039,000 = 3.46%

		Return on Equity (ROE)		Net Income / Equity		1,525,000 / 11,662,000 = 13.08%		1,626,000 / 11,665,000 = 13.94%

		LIQUIDITY RATIOS

		Ratio		Formula		2025		2024

		Working Capital		Current Assets – Current Liabilities		–4,964,000		–3,866,000

		Current Ratio		Current Assets / Current Liabilities		22,264,000 / 27,228,000 = 0.82		31,508,000 / 35,374,000 = 0.89

		Cash Ratio		Cash / Current Liabilities		1,022,000 / 27,228,000 = 0.04		1,399,000 / 35,374,000 = 0.04

		GEARING (LEVERAGE) RATIOS

		Ratio		Formula		2025		2024

		Debt to Equity		Total Debt / Equity		14,666,000 / 11,662,000 = 1.26%		14,841,000 / 11,665,000 = 1.27%

		Debt Ratio		Total Debt / Total Assets		14,666,000 / 38,890,000 = 37.7%		14,841,000 / 47,039,000 = 31.6%

		Net Debt to Equity		Net Debt / Equity		4,721,000 / 11,662,000 = 0.40%		4,909,000 / 11,665,000 = 0.42%

		Interest Coverage		EBIT / Interest Expense		2,888,000 / 760,000 = 3.80%		2,996,000 / 781,000 = 3.83%

		EFFICIENCY RATIOS

		Ratio		Formula		2025		2024

		Asset Turnover		Revenue/Total Assets		71,179,000/38,890,000=1.83		69,916,000/47,039,000=1.49

		Capital Turnover		Revenue/Invested Capital		71,179,000/18,616,000=3.82		69,916,000/18,890,000=3.70

		Working Capital Turnover		Revenue/Working Capital		71,179,000/(–4,964,000)=–14.34		69,916,000/(–3,866,000)=–18.08

		INVESTOR RATIOS

		Ratio		Formula		2025		2024

		Earnings per Share		Given		0.23		0.24

		Equity per Share		Equity/Shares		11,662,000/6,699,699=1.74		11,665,000/6,968,902=1.67

		Free Cash Flow per Share		FCF/Shares		1,486,000/6,699,699=0.22		1,383,000/6,968,902=0.20



PROFITABILITY RATIOS



Ratio	

2025	2024	Gross Profit Margin	

0	0	Operating Margin	

0	0	Net Profit Margin	

0	0	Return on Assets (ROA)	

0	0	Return on Equity (ROE)	

0	0	







LIQUIDITY RATIOS



Ratio	

2025	2024	Working Capital	

0	0	Current Ratio	

0	0	Cash Ratio	

0	0	







GEARING (LEVERAGE) RATIOS



Ratio	

2025	2024	Debt to Equity	

0	0	Debt Ratio	

0	0	Net Debt to Equity	

0	0	Interest Coverage	

0	0	







EFFICIENCY RATIOS



Ratio	

2025	2024	Asset Turnover	

0	0	Capital Turnover	

0	0	Working Capital Turnover	

0	0	







INVESTOR RATIOS



Earnings per Share	

2025	2024	0.23	0.24	Equity per Share	

2025	2024	0	0	Free Cash Flow per Share	

2025	2024	0	0	









Balance Sheet

		Breakdown		2025		2024		2023		2022

		Total Assets		38,890,000		47,039,000		45,868,000		49,137,000

		Total Liabilities (Net Minority Interest)		27,228,000		35,374,000		33,643,000		33,505,000

		Total Equity (Gross Minority Interest)		11,662,000		11,665,000		12,225,000		15,632,000

		Total Capitalization		16,755,000		17,354,000		17,817,000		22,322,000

		Common Stock Equity		11,666,000		11,671,000		12,236,000		15,648,000

		Capital Lease Obligations		7,716,000		7,622,000		7,727,000		7,958,000

		Net Tangible Assets		6,579,000		6,605,000		6,861,000		10,288,000

		Working Capital		-4,964,000		-3,866,000		-5,141,000		-3,978,000

		Invested Capital		18,616,000		18,890,000		19,587,000		23,047,000

		Tangible Book Value		6,579,000		6,605,000		6,861,000		10,288,000

		Total Debt		14,666,000		14,841,000		15,078,000		15,357,000

		Net Debt		4,721,000		4,909,000		4,973,000		5,054,000

		Shares Issued		6,736,841.76		7,038,930.44		7,318,341.20		7,632,618.41

		Ordinary Shares Outstanding		6,699,699.04		6,968,902.38		7,261,562.87		7,581,549.53

		Treasury Shares		37,142.73		70,028.06		56,778.32		51,068.89





Cash Flow

		Breakdown		TTM (2025)		2024		2023		2022		2021

		Operating Cash Flow		3,155,000		2,922,000		3,839,000		3,722,000		3,757,000

		Investing Cash Flow		-1,395,000		-441,000		-1,700,000		-706,000		-1,735,000

		Financing Cash Flow		-3,075,000		-2,943,000		-1,859,000		-3,188,000		-2,234,000

		End Cash Position		1,022,000		1,399,000		1,528,000		1,565,000		1,771,000

		Capital Expenditure		-1,669,000		-1,539,000		-1,386,000		-1,250,000		-1,178,000

		Issuance of Debt		539,000		462,000		1,232,000		0		394,000

		Repayment of Debt		-652,000		-809,000		-775,000		-709,000		-775,000

		Repurchase of Capital Stock		-1,331,000		-1,070,000		-845,000		-867,000		-422,000

		Free Cash Flow		1,486,000		1,383,000		2,453,000		2,472,000		2,579,000
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