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Executive Summary

This report evaluates two key domains of financial decision-making. In part one examine the financial performance of Unilever plc in the year 2024 2025 using ratio analysis. In part two, three investment alternatives that Beard Plc can adopt are evaluated using investment appraisal methods, with a goal of determining the most value-creating course of action. 
Part 1 concludes that Unilever overall financial performance had been enhanced in the year. Profitability improved in many indicators such as gross profit margin, operating-based profit margin, return on capital employed and asset turnover, which means that operating efficiency is improved and capital is used in a better way. The performance with respect to investors also enhanced since evidenced by the increased earnings per share and return on equity. Nevertheless, there are also some issues pointed out in the analysis. There was a relative tightness in liquidity although there was relative improvement, a weakening in the collection of receivables, and an increase in gearing indicating that some of the shareholder return improvement was underpinned by a more aggressive financial structure. All in all, Unilever seemed to be more profitable and productive in 2025 yet the quality of its performance is still subject to efficient working-capital control and balance-sheet resilience. It is suggested in the report that further tightening of the receivables management, persistence in inventory efficiency, dampening of gearing in the long term, and a more balanced creditor management is needed. 
Part 2 analyses three investment opportunities of Beard Plc based on the net present value (NPV) at a 5% cost of capital. The analysis reveals that Project A has a small negative NPV, and hence must be rejected. Both Project B and C are positive NPVs, with the highest value of Project C. Project C is thus the best one-off investment option as recommended in this report. The internal rate of return (IRR) of Project C is approximately 8.6 which is a confirmation that the project is able to provide a higher rate of return than the cost of capital required. The report also describes that NPV is the best appraisal technique since it takes into account the time value of money, all the project cash flows and is directly related to shareholder wealth maximisation. 
Cases where funds are constrained to 1.5 million and the projects can be divided, the report determines that the best policy would be to invest 100 percent in Project C and the remaining money use to do 55.6 per cent of Project B. The NPV of this policy is a total of 132.3k, and it is the optimal allocation of the scarce capital. Financing wise, the report finds that Beard Plc needs to pursue a balanced strategy of utilizing a mix of retained earnings and medium-term bank borrowing, as a measure to maintain the liquidity and not be too dependent on one source of finance. 
Therefore, this report conclude that in order to make sound financial decisions, it is not only a good performance in terms of numbers that is important but also the quality of cash flow, capital structure, strategic fit and financial flexibility.
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Introduction 

The role of financial management in business decision making is quite important as it assists the managers to evaluate the performance of the business, manage the resources and also to analyse the future opportunities. As a matter of fact, businesses require financial information in two broad ways; to know how well a company has done and the second one is to determine whether an opportunity of future investment is worth considering. This is why financial statement analysis and investment appraisal are significant fields of finance to business managers. 
Financial statement analysis is one of the key aspects of financial management. Even though the financial statements give comprehensive numerical data, the numbers can be interpreted in a better way when analysed using ratio analysis. Ratios provide a systematic way of analysing the performance based on the areas of profitability, liquidity, efficiency, gearing, and investor return. They are also used to determine patterns and trends over time and it is easier to tell whether the financial position of the company has improved or deteriorated. Nevertheless, ratio analysis is best applied in a relative sense as financial outcomes have a different meaning depending on the type of business, business strategy, and the economic climate on an overall basis. 
Another important area of financial management is investment appraisal. Whereas ratio analysis is much more preoccupied with the assessment of past and present performance, investment appraisal is concerned with the issue of future decision-making. Companies are often confronted with decisions on growth, new product line, new sales sources or other investment prospects. In this case, managers have to make decisions on whether the anticipated benefits are worth the cost, whether the project will be beneficial to the business and whether the firm can afford to do it. This renders investment appraisal methods a significant section of strategic financial planning. 
This report unites these two fields of finance. The initial section analyses financial performance of a London Stock Exchange-traded company that is an FTSE 100 Index company, Unilever plc. The report takes into account the financial position of the company based on ratio analysis using published financial information in 2024 and 2025. The second section addresses Beard Plc's investment decision-making, evaluating three potential projects through NPV, IRR, and capital rationing analysis. The report concludes with integrated recommendations for both companies, drawing on established corporate finance theory. 
Overall, this report indicates the broader nature of finance in the management of business. It demonstrates how financial instruments can be applied not only to analyse the current performance of a company but also to take into account the decisions on the further growth and investment.





Main Findings

Part 1: Financial Performance Analysis of Unilever plc
This section evaluates Unilever plc’s financial performance for 2024–2025 using the ratio calculations in Appendix B. It examines profitability, liquidity, efficiency, gearing and investor performance, before identifying limitations and making recommendations.
Profitability analysis
The ratios in Appendix B1 show that Unilever has increased profitability between 2024 and 2025. 
The gross profit margin of Unilever rose from 46.69% in the year 2024 to 46.95% in the year 2025 as shown below (Unilever, 2025; Appendix B1 contains detailed calculations). Though small in percentage terms, this shift is of economic significance for a global business with annual sales exceeding €50 billion. According to Atrill and McLaney (2022) gross profit margin is one of the main measures to gauge how well the company is controlling direct production costs and how it can keep pricing power. The improvement indicates a well-managed cost control, which is reinforced by the management commentary in Unilever's annual report and accounts 2025 on the efficiencies of the supply chain and the portfolio mix optimisation. But it is necessary to exercise due caution in accepting corporate claims. Management commentary in annual reports is always promotional and could reflect a positive impression of the situation as Palepu et al. (2025) state.
The margin of operating profit (net profit margin) rose more significantly from 16.82% to 17.89% (Unilever, 2025; see Appendix B1). This is particularly important as it shows profitability after taking off a broader set of costs, such as selling and general and administrative expenses. Operating margin improvements are more likely to be the result of better management of overheads or scalable business models, according to Brigham and Ehrhardt (2020). This trend is supported by the annual report: In 2025, the operating profit rose to €9.037 billion from €8.829 billion in 2024 (Unilever, 2025).
This suggests that Unilever achieved higher operating returns per unit of sales despite a decline in continuing-operations turnover from €52.5 billion to €50.5 billion (Unilever, 2025). Vernimmen et al. (2022) characterise this as a hallmark of disciplined cost management. The operating margin growth in spite of the decrease in turnover suggests that management created higher operating return on each euro of sales. The annual report exhibits better control of overheads, implying that the change in the ratios indicates real efficiency as opposed to accounting anomaly. Practically, the level and quality of profitability increased.
Return on capital employed (ROCE) and asset turnover improved, rising to 18.51% and 1.035x respectively (see Appendix B1). These two movements are particularly convincing when taken together. Penman (2013) defines ROCE as a measure of how efficiently a business generates operating profit from its capital base, while asset turnover reflects the revenue generated per unit of assets employed.
This is supported by the balance-sheet evidence. Total assets fell from €79.75 billion to €70.47 billion, and current liabilities declined from €25.23 billion to €21.66 billion (Unilever, 2025). Following the Ice Cream demerger, Unilever appears to be operating on a leaner, more focused capital base. Subramanyam (2014) notes that when returns increase while the capital base contracts, it typically signals improved strategic discipline and capital allocation-provided that the contraction is not driven by distressed asset sales.
The most pronounced change in profitability metrics is return on owners' equity (ROE), which surged from 26.77% to 35.33% (see Appendix B1). At face value, this represents exceptional returns to equity shareholders. However, as Brigham and Ehrhardt (2020) identify, ROE is influenced by three factors: operating profitability, asset efficiency, and financial leverage. The balance sheet reveals that total equity declined from €22.56 billion to €17.59 billion (Unilever, 2025). This suggests that some of the ROE improvement is attributable to a diminished equity base-potentially reflecting share buybacks or the demerger-rather than standalone trading performance. Jaiswal and Elmarzouky (2025) observe that while leverage can enhance ROE during favourable trading conditions, it simultaneously increases financial risk and reduces equity buffers against adverse shocks.
The ratio continues to reflect better shareholder return, although part of this strength seems to be attributed to the financing structure of the company. When taken in combination with the gearing ratios in Appendix B4, it is evident that part of the perceived strength of equity return comes with greater leverage and less equity protection. This aligns with the trade-off theory of capital structure, which suggests that firms utilise debt to enhance returns but must balance this against financial distress costs (Vernimmen et al., 2022).
In summary, evidence of profitability in Appendix B1 is positive. Unilever enhanced direct margin, operating profitability, capital efficiency, and shareholder return. The key caveat is that ROE growth appears partly leverage-enhanced, meaning the profitability improvement, while substantial, is not entirely risk-free. Palepu et al. (2025) emphasise that ratio analysis must be interpreted with caution, as financial outcomes can be influenced by capital structure decisions rather than operational performance alone.


Liquidity analysis 
Although the liquidity ratios in Appendix B2 reveal that Unilever is marginally improving between 2024 and 2025, it also reflects that Unilever still has a relatively tight short-term financial stance.
The current ratio was raised to 0.79 (previously 0.76) and the acid test ratio was raised to 0.60 (previously 0.56). However, the two ratios are less than 1.0, which means that there is still a higher current liability in relation to current asset in the absence of inventory.
A company can be said to be under-covered on the short-term balance-sheet against immediate liabilities when it has less than one pound or one euro of current assets to cover each unit of current liabilities. Atrill and McLaney (2022) note that conventional financial analysis typically regards a current ratio of 1.5–2.0 and an acid test ratio of 1.0 as prudent benchmarks, though they caution that such thresholds are industry-specific and must be interpreted contextually. But this interpretation must be qualified when it comes to a global consumer goods company such as Unilever. High liquidity ratios in large companies within this industry can be relatively low due to the nature of their revenues, high supplier financing, central treasury management and availability of committed funding. As Brigham and Ehrhardt (2020) explain, firms with predictable cash flows, strong supplier relationships, and access to committed credit facilities can operate effectively with lower liquidity buffers. Unilever mentions in its annual report that the Group had credit facilities and deemed that its financing facilities were adequate to meet both its short-term and long-term needs (Unilever, 2025).
The most moderate answer is thus that Unilever is liquid but tightly. This can be a conscious financial-management option. Kieschnick et al. (2013) demonstrate that excessive liquidity can reduce shareholder wealth by trapping capital in low-return current assets, thereby depressing returns on capital. Reduced liquidity may enhance better returns on capital because less funds are held in dormant current assets.
Low-liquidity model will be successful in a situation where the inventory is turning over, the receivables are being collected on time, and the supplier credit is not changing dramatically. The minor upturn in Appendix B2 is not as promising in the case of Unilever in light of the upturn in receivables days in Appendix B3. Palepu et al. (2025) emphasise that liquidity analysis must extend beyond static balance-sheet measures to encompass the cash conversion cycle and operating cash flows. This shows that, despite the slight improvement in the balance-sheet ratios, there was a section of the operating cash cycle that became weak.
The practical implication is that liquidity is not a crisis to Unilever but it is one of the less strong areas in the ratio set. The firm seems to handle the short-term liabilities due to its size and flexibility in the financial statements; the margin of safety is not reflected hugely on the balance sheet. Directors should then consider liquidity as an area that needs an additional focus, particularly in case the slower receivables collection or tightening market conditions persist. Hussain et al. (2021) provide empirical evidence that working capital management significantly influences firm performance, reinforcing the importance of vigilant liquidity oversight. Kayani et al. (2023) provide further empirical evidence that effective working capital management enhances firm performance, particularly in markets where access to external financing is limited.

Efficiency analysis 
The ratios in Appendix B3 provide some of the most useful evidence in the report because they show how effectively Unilever is utilising working capital and converting activity into cash. The results are varied. Inventory management was enhanced, receivables were weakened and payables were further extended.
The least strength movement is the receivables ratio which increased by 29.40 days in 2024 to 35.07 days in 2025. This implies that Unilever was slow in collecting money due to its customers. In a company whose turnover exceeded 50 billion euros, a change of nearly six days is high since it is like holding down a lot of cash in debtors. This is a weakness that is obvious on financial-management basis. Subramanyam (2014) notes that slower collection increases the cash conversion cycle, places strain on funding, and may reflect inadequate credit control. Reduced customer collection reduces cash conversion, puts pressure on funding and can reflect inadequate credit control.
There can be a number of reasons behind this movement. Unilever could have given longer credit terms to facilitate sales in a market that is more competitive or low key. There is also a possibility of poorer implementation of credit control throughout the year. Penman (2013) cautions that ratio analysis alone cannot identify the precise cause, but the implication is obvious; the company retained a greater amount of its revenue uncollected at year end.
In comparison, the stock turnover has increased significantly, inventory days have reduced to 55.08 days as compared to 67.56 days. A lower stock days indicate that the inventory was sold by the business at a faster rate in 2025, decreasing holding costs, freeing working capital and decreasing the chance of the business holding excess or obsolete stock. In consumer goods businesses inventory is a significant part of the working capital. Atrill and McLaney (2022) observe that inventory efficiency is particularly critical in consumer goods businesses, where inventory represents a substantial component of working capital. Greater stock turnover is hence better in terms of efficiency and liquidity. It further implies that Unilever had actual operational benefits instead of having accounting or financing impacts. Reading along with the growth in asset turnover in Appendix B1, the decrease in stock days contributes to the opinion that the utilisation of resources improved in 2025.
Payables days rose from 133.88 to 149.78 days. This implies that Unilever had a slow payment to suppliers in 2025. In the short term this will assist in cash management, as the business can use supplier credit as a source of finance. Brigham and Ehrhardt (2020) note that extending payment terms assists cash management by utilising supplier credit as a source of financing. This could be some form of intentional treasury discipline considering the size and bargaining power of Unilever.
But this is not all positive in its ratio. An extended payment cycle can help increase cash flow, but it can also destroy supplier relationships when taken to extremes. Vernimmen et al. (2022) caution that excessive extension of payment cycles can damage supplier relationships, potentially compromising supply chain resilience and flexibility. This is important in a company that relies on intricate global supply chain. By lengthening the creditors, a company can increase measures of working-capital in the short term, but this trade-off can be lower supplier goodwill, flexibility and resilience. So, the growth of payables days can be considered as a potentially useful yet weak area of stimulation. These three ratios taken together to portray a mixed picture. Unilever achieved good gains on inventory efficiency but this was partially compensated by poorer receivables collection. Kiymaz et al. (2024) find that working capital management is a key determinant of firm performance across developed and emerging economies, suggesting that Unilever should address the receivables deterioration while sustaining inventory gains.
The key implications are evident. First Unilever streamlined operational control in those areas that were directly linked to stock and supply-chain efficiency. Second, the level of cash conversion is still not well balanced as the gains of lower stock days are partially compensated by slower collections. To directors, the most important thing in Appendix B3 is that inventory performance is a strong point, but receivables management has been a major weakness, and needs to be an area of improvement.

Gearing analysis 
Appendix B4 shows that Unilever was more highly leveraged in 2025 but its debt-service capacity was very high.
The debt-to-equity ratio increased from 142.11% in 2024 to 160.79% in 2025. This is a huge increase and implies that the company is becoming more and more reliant on debt compared to equity. Brigham and Ehrhardt (2020) state that a more geared structure will decrease the equity cushion to absorb shocks. It is also able to increase the returns to the shareholders during the good times, but it also exerts more strain to the company in the event that the trading performance is adversely affected. Jaiswal and Elmarzouky (2025) observe that increased leverage amplifies returns to shareholders during favourable trading periods but simultaneously heightens financial distress risk.
This movement can be explained with the help of the annual report. In comparison to 2024, total equity decreased sharply in the year 2025, but financial liabilities were still high (Unilever, 2025). This implies that the increase in debt-to-equity is not only a factor of the amount of debt but also a less strong equity base. Vernimmen et al. (2022) describe this as a classic trade-off: debt can magnify returns, but it also imposes fixed interest obligations and covenants that constrain managerial flexibility. Khan and Qasem a(2024) similarly find that increased leverage adversely affects return on equity and earnings per share, reinforcing the need for careful capital structure management. This matters to directors as it suggests that a more aggressive capital structure is facilitating some of the higher measures of shareholder pay as witnessed in both Appendix B1 and Appendix B5.
In the meantime, interest cover rose to 17.97 times as opposed to 16.98 times. Atrill and McLaney (2022) note that interest cover above 5x is generally considered healthy, and Unilever's cover ratio is exceptionally strong. This means that Unilever is operating profitably and comfortably, and finance costs are still covered. The annual report shows that the net finance costs in 2025 were 503 million as opposed to operating profit of 9.037 billion hence the high coverage ratio (Unilever, 2025).
The debt-to-equity ratio indicates a higher structural risk, and the interest-cover ratio indicates high ability to service debt in the current period. This practically implies that Unilever is not being pressured by the cost of borrowing at the moment. It is not a short-term solvency issue, though, but a long-term resilience and flexibility. Penman (2013) emphasises that financial flexibility-the ability to raise capital or withstand adverse conditions-is a critical dimension of corporate health.
The less levered business can absorb future shocks, make significant investments or to react to adverse market conditions. This is topical since some of the growth in shareholder return seems to be related to this type of financing structure. The increased owners' equity will not be merely the outcome of better operating performance in the case of the higher level of owners' equity in the case of Appendix B1; a portion of the outcome is due to increased leverage. This aligns with the trade-off theory of capital structure, which suggests that firms utilise debt to enhance returns but must balance this against financial distress costs (Vernimmen et al., 2022).
In general, the gearing evidence indicates that the capital structure of Unilever is less conservative than in the past. This cannot be considered a present crisis, but directors must realise that in 2025, with improved performance, the balance-sheet risk was greater. The debt is already well-covered by the company, and additional leverage growth would decrease the financial flexibility. Hasan et al. (2025) further argue that capital structure decisions must be integrated with investment and risk management strategies to ensure long-term sustainability.

Investor analysis 
Appendix B5 investor ratios show that there is a small positive change in shareholder performance between 2024 and 2025.
There was an improvement in shareholder returns with an increase in earnings per share of 2.45 to 2.60 using the taught ratio method in the appendix. This is significant as investor ratios would be able to test on the fact that the gains made in the margins and operating returns are being transferred to the shareholders. Palepu et al. (2025) note that EPS is a key valuation metric, as it directly influences share price and investor perceptions of management effectiveness. In the case of Unilever, the rise in EPS means that operating performance was satisfactorily better to increase attributable earnings using the module approach. It therefore justifies the conclusion that 2025 is a better financial year than 2024.
There was also some improvement on dividend cover which increased to 1.43 to 1.44 times. Though the movement is so small, it indicates that earnings remained to support dividends. Meanwhile, the level of cover is not that conservative. Atrill and McLaney (2022) note that a relatively low dividend cover indicates that a company distributes a high proportion of earnings as dividends rather than retaining profits to bolster liquidity or reduce leverage. This indicates that Unilever continues to pay out a high percentage of earnings as opposed to holding a greater amount to boost liquidity or lower leverage.
This has a conflicting implication. Investor wise, this is good as it helps in making the company more appealing as a business worth investing in to get returns. From a financial management perspective, it is more doubtful, as a tightening of liquidity and increase in gearing can give a stronger retained earnings position. Brigham and Ehrhardt (2020) observe that dividend policy represents a trade-off between rewarding shareholders and preserving internal financing capacity. Therefore, the overall investor analysis is high, yet, the quality of shareholder returns is to be read together with the liquidity and gearing evidence. As Kieschnick et al. (2013) demonstrate, working capital management and dividend decisions are interconnected determinants of shareholder wealth.

Limitation of ratio analysis

Although the ratios are useful as shown in Appendix B, ratio analysis has some major limitations.
First, ratios rely on historic financial statements and hence depict the past performance as opposed to the future performance. Good performance last year does not mean the success in the future. As Penman (2013) highlights, financial statements report historical transactions and are not designed to forecast future cash flows or strategic viability.
Second, ratios are based on accounting presentation and comparability. Subramanyam (2014) cautions that comparability can be compromised by differing accounting policies or one-off corporate restructurings. Unilever 2024 figures have been restated after the Ice Cream demerger, which enhances consistency in continuing-operations analysis at the cost of the reporting base varying over time (Unilever, 2025).
Third, ratios fail to reflect such significant qualitative elements as brand strength, innovation, management quality, supply-chain resilience or geopolitical exposure. Palepu et al. (2025) argue that these qualitative factors are critically relevant to global consumer goods firms and can significantly influence future performance even when current ratios appear favourable. They are extremely pertinent to a global consumer goods firm and can significantly impact the performance of the future where current ratios may look fine.
Fourth, ratios may be deceptive when interpreted alone. As an illustration, the return on owners equity in Appendix B1 seems like a strong positive, however, when the same is read together with the increased debt to equity ratio in Appendix B4 it seems to be more doubtful. In the same manner, the slight liquidity enhancement in Appendix B2 looks better until the time when it is compared with the worsening in the receivables days in Appendix B3. Brigham and Ehrhardt (2020) caution that ratios can be misleading when interpreted in isolation, and must be analysed together to form a complete financial picture. Fridson and Alvarez (2022) further caution that financial statements often portray companies in the most favourable light, and analysts must look beyond the numbers to uncover the underlying reality of financial performance.
Finally, interpretation of ratios is based on the formula basis. The calculations in this report are in the taught method in the appendix. This will provide consistency, but at the cost of external analysts possibly defining some of these measures differently. Interpretation consistency and transparency are thus required. Hasan et al. (2025) emphasise that transparency and methodological consistency are essential for meaningful ratio analysis.


Recommendation 
Based on the discussion of Appendix B, there are a number of steps that could be taken to enhance the financial management of Unilever.
To begin with, management needs to concentrate on the control of receivables. Among the most obvious weaknesses of the report is the growth of the debtor days in Appendix B3. Tougher credit screening, better collection processes and enhanced regional surveillance would enhance the conversion of cash and lessen liquidity strains. This recommendation is consistent with Kiymaz et al. (2024), who find that effective receivables management is a key determinant of firm performance.
Second, inventory efficacy must be maintained and reinforced. Among the best positive changes is the decrease in the stock days in Appendix B3 and this needs to be maintained by disciplined forecasting, coordinated supply-chain management and further simplification of the portfolio. Atrill and McLaney (2022) note that inventory efficiency is particularly critical for consumer goods firms and should be sustained through disciplined working capital management.
Third, there should be a moderate gearing over time. Despite the fact that interest cover is quite impressive in Appendix B4, the increasing number of debt-to-equity suggests that the company is less resilient. Financial flexibility would be enhanced by retaining more earnings or being more cautious in discretionary capital returns. Brigham and Ehrhardt (2020) argue that financial flexibility can be enhanced by retaining more earnings or adopting a more cautious approach to discretionary capital returns. This is consistent with Jaiswal and Elmarzouky's (2025) findings on the importance of balanced capital structures.
Fourth, the management should take into account the creditor strategy sustainability. The longer payables are beneficial in supporting the short-term cash flow, but this should not come at the expense of the more robust underlying working-capital management. Vernimmen et al. (2022) caution that excessive reliance on supplier financing can damage relationships and compromise supply-chain resilience.
Finally, Unilever should keep enhancing its operational efficiency and capital productivity, as reported in Appendix B1, and make sure that the improvement in the accounting performance is complemented by the increased quality of cash-conversion. Palepu et al. (2025) emphasise that improvements in accounting performance must be complemented by enhanced cash conversion quality to ensure sustainable value creation.


Part 2: Investment Appraisal Report for Beard Plc

Investment appraisal using NPV and IRR
This part is an assessment of the three investment opportunities proposed to Beard Plc. The three alternatives are Project A; to expand the retail store; Project B, to create internet sales; and Project C, to make purses and wallets. The appraisal is carried out using net present value (NPV) at a cost of capital of 5 percent as necessitated by the brief. Brigham and Ehrhardt (2020) and Vernimmen et al. (2022) argue that NPV is the superior investment appraisal technique because it accounts for the time value of money and aligns directly with shareholder wealth maximisation. The complete workings are given in Appendix C and Appendix D.
The initial step is to identify the yearly after tax cash flows of each project. The corporate tax is 25 percent and capital allowances can be claimed at 20 percent on a straight-line basis. Atrill and McLaney (2022) emphasise that investment appraisal should focus on incremental cash flows rather than accounting profits. The workings of the tax and capital allowance are detailed in Appendix C1 and the adjusted annual cash flows are detailed in Appendix C2. The findings show that the NPV of Project A is -3.2k, Project B is 73.9k and Project C is 91.2k. Siziba and Hall (2024) note that NPV is the preferred capital budgeting criterion because it directly measures the absolute increase in shareholder wealth. Project A cannot be accepted since it would lead to a decrease in shareholder value, whereas both Project B and Project C are acceptable financially.
According to this, the NPV ranking is evident: Project C is the most robust, then Project B, and Project A should be discarded. The maximum value generated by Project C is the most important to Beard Plc and hence it should be chosen if a single project is to be selected. In order to prove this conclusion, the internal rate of return of Project C was estimated. The complete calculation of the IRR is presented in Appendix D1. Project C has NPV of +£91.2k at 5%. At 8%, the NPV falls to +£13.7k, while at 9% it becomes -£10.2k. An approximate IRR is obtained by interpolating the values, which is 8.6%. This validates the NPV outcome since the IRR on Project C is higher than the 5% cost of capital. Corporate Finance Institute (2025b) states that a project with IRR exceeding the cost of capital should be accepted. Nonetheless, NPV still needs to be the primary decision rule, as it quantifies the real monetary value that the project generates, not a percentage rate of return. Vernimmen et al. (2022) caution that IRR can be misleading in certain circumstances, reinforcing the superiority of NPV as the primary decision criterion.

 
Interpretation for management 
The NPV is typically considered to be the most powerful means of investment appraisal since it directly quantifies the value that a project adds. When NPV is positive, the investment generates returns exceeding the required rate of return and when it is negative, it destroys value. Among the key advantages of NPV, it appropriately considers the time value of money. Atrill and McLaney (2022) explain that future cash flows are discounted to present value to reflect the opportunity cost of capital and the uncertainty of future receipts. The value of cash expected in the future is lower than cash expected in the present, due to the ability to invest present money and uncertainty with future receipts. NPV reflects this by discounting future cash flows to present value, giving a more accurate estimate of project value. Another strength is that NPV considers all the pertinent cash flows throughout the entire life of the project. This is significant since Projects B and C produce significant inflows in the later years and a method that ignored later benefits would give an incomplete picture.
Another benefit of NPV is that it is directly associated with the financial goal of maximising shareholder wealth. Since it puts the outcome in real monetary terms, it informs the Board of the precise amount of value generated. This is particularly helpful where projects vary in size since the project with the highest percentage return is not necessarily the one that generates the most value. NPV is also applied where resources are limited by using the profitability index. All these reasons make NPV the most appropriate appraisal method for Beard Plc. Although IRR of Project C proves that the project is acceptable, IRR must be viewed as supportive measure and not as the decision maker. Vernimmen et al. (2022) caution that IRR can be misleading in certain circumstances, reinforcing the superiority of NPV as the primary decision criterion.
Non-discounting techniques like payback period and accounting rate of return are still common among managers although NPV is theoretically superior. This is due to their simplicity and ease of communication, especially with non-financial managers. They also pay more attention to liquidity and short-term risk, as payback demonstrates the speed of recovery of the initial investment. Firms also tend to employ these methods as screening tools before more elaborate discounted cash-flow analysis is conducted. Nonetheless, these methods are severely flawed. Siziba and Hall (2024) note that payback does not take into consideration the time value of money and the cash flows received beyond the payback point, whereas the accounting rate of return uses accounting profit and not cash flow. This means they can still be applicable as complementary measures, but cannot substitute NPV in ultimate investment decisions.
The Board should also take other factors into consideration beyond the calculations. One crucial factor is strategic fit. Project C has the greatest NPV, yet management must decide whether producing purses and wallets complements Beard Plc's brand, product line and positioning. Market demand and competition must also be evaluated, especially since Project B (internet sales) could generate broader strategic benefits not fully reflected in cash-flow forecasts, including reaching more customers and digital presence. Hasan et al. (2025) argue that sophisticated capital budgeting requires integrating financial metrics with strategic and operational considerations to ensure robust decision-making. Another concern is implementation risk. The capabilities needed differ: retail expansion requires store management; internet sales requires digital systems; new product development requires design, sourcing and stock control. Forecast uncertainty should also be considered as cash flows are approximations and actual returns may vary. Lastly, working-capital requirements must be taken into account as additional stock, staffing, marketing or systems support may require funding beyond the initial investment.

Capital rationing and financing recommendation 
It is mentioned in the assignment that the amount of money is limited to £1.5m and that the projects can be split. Brigham and Ehrhardt (2020) explain that under capital rationing with divisible projects, the profitability index (PI) is the appropriate decision criterion as it measures value created per pound invested. Appendix D2 and D3 show the detailed calculations. The profitability index of Project A, Project B and Project C have the values 0.995, 1.082 and 1.091 respectively. This proves that Project C yields the greatest value per pound invested, Project B comes second and Project A should not be considered since its PI is lower than 1 and its NPV is negative. Beard Plc has £1.5 million to invest in Project C and the remaining £0.5 million in Project B. Since Project B is divisible, the fraction undertaken is 500/900 = 0.556 = 55.6%. The cumulative NPV generated under this policy will be £132.3k comprising £91.2k from full Project C and 55.6% of Project B. Corporate Finance Institute (2025a) notes that the profitability index is particularly useful in capital rationing contexts, as it directly addresses the capital allocation problem. This is hence the best investment policy within the funding constraint.
The Board will also need to determine how this recommended investment programme will be funded. Primary potential sources of funds include retained earnings, bank loans, short-term bank finance, new equity, and leasing or asset finance. Atrill and McLaney (2022) note that each source has different cost, control, and risk implications that must be carefully evaluated. Retained earnings are appealing since they do not generate interest charges nor dilute ownership, but they decrease internal liquidity. A medium-term bank loan gives committed finance over a given period and allows investment without ownership dilution, though it raises gearing and creates fixed repayment obligations. Short-term bank finance is not appropriate for a 4-year project. New equity would strengthen the balance sheet but dilute ownership. Leasing or asset finance could be appropriate for equipment or digital systems, though total financing costs may be higher. Jaiswal and Elmarzouky (2025) emphasise that capital structure decisions should balance cost, control, flexibility, and risk.
Overall, Beard Plc ought to invest as two out of three projects generate positive value and the optimal combination generates a strong positive NPV. When a single project is selected, Project C should be chosen as it has the highest NPV (£91.2k) and an IRR of 8.6% which exceeds the 5% cost of capital. Under capital rationing, Beard Plc should proceed with 100% of Project C and 55.6% of Project B and abandon Project A, yielding an overall NPV of £132.3k. A combination of retained earnings and medium-term bank borrowing is the preferred financing strategy as it offers optimal balance of cost, liquidity protection, control, and financial flexibility.

Conclusion 

This report not only compared the financial performance of Unilever plc but also evaluated the investment opportunity that Beard Plc could have in this case to facilitate informed managerial decision-making. In both sections, the discussion reveals that good financial management should be based not alone on good reported performance, but also on the quality, sustainability and value-creating quality of the performance. 
Part 1 showed that the financial analysis of Unilever plc revealed that there was an overall increase in profitability, capital efficiency and shareholder returns in 2024 to 2025. Ratio analysis revealed that the gross margin, operating profitability, the return on capital employed and the utilisation of assets are stronger indicating that the business was more efficient and more productive in the period. Nevertheless, significant weaknesses were also determined in the analysis. The liquidity continued to be comparatively constrained, the performance of receivables declined, and the gearing rose, which denotes that part of the enhancement in shareholder return was aided by a more leveraged capital structure. This implies that despite the fact that the performance of Unilever improved, the company ought to work on enhancing working-capital management, preserve inventory discipline and withstand long-term financial sustainability. 
The investment appraisal of Beard Plc in Part 2 revealed Project C to be the best single investment option since it generated the highest net present value and internal rate of return exceeding the cost of capital of the company. It was also revealed in the analysis that Project A should be rejected due to the negative NPV that it produced. Project C and 55.6 per cent Project B was the best policy under the constraint of capital-rationing: with limited resources, (maximum of 1,500,000 pounds) the total NPV was the greatest. This proves that value creation should be used to make investment decisions as opposed to the accounting returns or the short-term recovery. 
Overall, the report finds that effective financial decision-making needs to be balanced in terms of profitability, liquidity, strategic fit and long-term value creation. Unilever ought to concentrate on enhancing the quality of its financial performance by tightening the working-capital management and a balanced financing strategy whereas Beard Plc ought to continue with the proposed investment programme via a financing strategy that safeguards flexibility and allows sustainable growth.
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Appendix A: Financial Statements – Unilever plc (2024–2025)
A1: Consolidated Income Statement
Extract from Unilever plc Annual Report and Accounts 2025 showing the consolidated income statement for 2025 and the comparative 2024 figures.
[image: ]
A2: Consolidated Balance Sheet
Extract from Unilever plc Annual Report and Accounts 2025 showing the consolidated balance sheet for 2025 and the comparative 2024 figures.
[image: ]

A3: Consolidated Cash Flow Statement
Extract from Unilever plc Annual Report and Accounts 2025 showing the consolidated cash flow statement for 2025 and the comparative 2024 figures.
[image: ]


Appendix B: Summary of Financial Ratios (2024–2025)
This appendix presents the financial ratios calculated for Unilever plc for the years 2024 and 2025, based on the Consolidated Income Statement, Consolidated Balance Sheet and relevant notes in the Unilever plc Annual Report and Accounts 2025. 
B1: Profitability Ratios

	Ratio
	Formula
	2024
	2025

	Gross Profit Margin
	Gross / Sales × 100
	46.69%
	46.95%

	Net Profit Margin
	Operating Profit / Sales × 100
	16.82%
	17.89%

	Return on Capital Employed
	Operating Profit / (Total Assets - Current Liabilities) × 100
	16.20%
	18.51%

	Asset Turnover
	Sales / (Total Assets - Current Liabilities)
	0.963x
	1.035x

	Return on Owners’ Equity
	Profit after Tax / (Ordinary Share + Reserves) × 100
	26.77%
	35.33%



B2: Liquidity Ratios

	Ratio
	Formula
	2024
	2025

	Current Ratio
	Current Assets / Current Liabilities
	0.76
	0.79

	Acid Test
	(Current Assets - Stock) / Current Liabilities
	0.56
	0.60



B3: Efficiency Ratios

	Ratio
	Formula
	2024
	2025

	Debtors (Receivables) Ratio
	Debtors / Sales × 365
	29.40 days
	35.07 days

	Creditors (Payables) Ratio
	Creditors / Cost of Sales × 365
	133.88 days
	149.78 days

	Stock Turnover
	Stock / Cost of Sales × 365
	67.56 days
	55.08 days



B4: Gearing Ratios
	Ratio
	Formula
	2024
	2025

	Debt to Equity
	Total Financial Liabilities / Total Equity × 100
	142.11%
	160.79%

	Interest Cover
	Operating Profit / Net Finance Costs
	16.98x
	17.97x



B5: Investor Ratios
	Ratio
	Formula
	2024
	2025

	Earnings per Share (EPS)
	Profit after Tax / Ordinary Share Capital
	€2.45
	€2.60

	Dividend Cover
	Profit after Tax / Ordinary Dividend
	1.43x
	1.44x




Appendix C: NPV Calculations for Projects A, B and C
All figures are in £’000.
C1. Tax and capital allowance workings
Corporation tax rate = 25%
Capital allowance rate = 20% straight-line
Project A
Initial investment = 600
Annual capital allowance = 20% x 600 = 120
Annual tax shield = 25% x 120 = 30
Project B
Initial investment = 900
Annual capital allowance = 20% x 900 = 180
Annual tax shield = 25% x 180 = 45
Project C
Initial investment = 1000
Annual capital allowance = 20% x 1000 = 200
Annual tax shield = 25% x 200 = 50
Formula used:
After-tax cash flow = (Cash inflow x 0.75) + tax shield
C2. Adjusted annual cash flows
Project A
Year 1 = (100 x 0.75) + 30 = 75 + 30 = 105
Year 2 = (180 x 0.75) + 30 = 135 + 30 = 165
Year 3 = (210 x 0.75) + 30 = 157.5 + 30 = 187.5
Year 4 = (260 x 0.75) + 30 = 195 + 30 = 225
Project B
Year 1 = (220 x 0.75) + 45 = 165 + 45 = 210
Year 2 = (270 x 0.75) + 45 = 202.5 + 45 = 247.5
Year 3 = (350 x 0.75) + 45 = 262.5 + 45 = 307.5
Year 4 = (400 x 0.75) + 45 = 300 + 45 = 345
Project C
Year 1 = (250 x 0.75) + 50 = 187.5 + 50 = 237.5
Year 2 = (310 x 0.75) + 50 = 232.5 + 50 = 282.5
Year 3 = (400 x 0.75) + 50 = 300 + 50 = 350
Year 4 = (430 x 0.75) + 50 = 322.5 + 50 = 372.5
C3. Discount factors at 5%
Year 1 = 0.9524
Year 2 = 0.9070
Year 3 = 0.8638
Year 4 = 0.8227
C4. NPV of Project A
Year 1 present value = 105 x 0.9524 = 100.0
Year 2 present value = 165 x 0.9070 = 149.7
Year 3 present value = 187.5 x 0.8638 = 162.0
Year 4 present value = 225 x 0.8227 = 185.1
Total present value of inflows
= 100.0 + 149.7 + 162.0 + 185.1
= 596.8
NPV of Project A
= 596.8 - 600.0
= -3.2
C5. NPV of Project B
Year 1 present value = 210 x 0.9524 = 200.0
Year 2 present value = 247.5 x 0.9070 = 224.5
Year 3 present value = 307.5 x 0.8638 = 265.6
Year 4 present value = 345 x 0.8227 = 283.8
Total present value of inflows
= 200.0 + 224.5 + 265.6 + 283.8
= 973.9
NPV of Project B
= 973.9 - 900.0
= 73.9
C6. NPV of Project C
Year 1 present value = 237.5 x 0.9524 = 226.2
Year 2 present value = 282.5 x 0.9070 = 256.2
Year 3 present value = 350 x 0.8638 = 302.3
Year 4 present value = 372.5 x 0.8227 = 306.5
Total present value of inflows
= 226.2 + 256.2 + 302.3 + 306.5
= 1091.2
NPV of Project C
= 1091.2 - 1000.0
= 91.2
Appendix D: IRR and Capital Rationing Calculations
D1. IRR calculation for Project C
At 5%, NPV of Project C = +91.2
Discount factors at 8%
Year 1 = 0.9259
Year 2 = 0.8573
Year 3 = 0.7938
Year 4 = 0.7350
Year 1 present value = 237.5 x 0.9259 = 219.9
Year 2 present value = 282.5 x 0.8573 = 242.2
Year 3 present value = 350 x 0.7938 = 277.8
Year 4 present value = 372.5 x 0.7350 = 273.8
Total present value
= 219.9 + 242.2 + 277.8 + 273.8
= 1013.7
NPV at 8%
= 1013.7 - 1000.0
= +13.7
Discount factors at 9%
Year 1 = 0.9174
Year 2 = 0.8417
Year 3 = 0.7722
Year 4 = 0.7084
Year 1 present value = 237.5 x 0.9174 = 217.9
Year 2 present value = 282.5 x 0.8417 = 237.8
Year 3 present value = 350 x 0.7722 = 270.3
Year 4 present value = 372.5 x 0.7084 = 263.8
Total present value
= 217.9 + 237.8 + 270.3 + 263.8
= 989.8
NPV at 9%
= 989.8 - 1000.0
= -10.2
Interpolation
IRR = 8% + 13.7 / (13.7 + 10.2) x 1%
IRR = 8% + 13.7 / 23.9 x 1%
IRR = 8% + 0.57%
IRR = 8.57%
Approximate IRR of Project C = 8.6%
D2. Profitability index calculations
Profitability Index = Present value of inflows / Initial investment
Project A
PI = 596.8 / 600.0 = 0.995
Project B
PI = 973.9 / 900.0 = 1.082
Project C
PI = 1091.2 / 1000.0 = 1.091
Ranking by profitability index
Project C = 1.091
Project B = 1.082
Project A = 0.995
D3. Capital rationing with £1.5 million
Available funds = 1500
Invest fully in Project C
Investment in Project C = 1000
Remaining funds
= 1500 - 1000
= 500
Invest remaining funds in Project B
Fraction of Project B undertaken
= 500/900
= 0.556
= 55.6%
NPV from full Project C = 91.2
NPV from 55.6% of Project B
= 73.9 x 500/900
= 73.9 x 0.556
= 41.1
Total NPV
= 91.2 + 41.1
= 132.3
Optimal investment policy
100% of Project C
55.6% of Project B
0% of Project A
Resulting total NPV = £132.3k
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