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[bookmark: _4o0j0oe3c5dm]Executive Summary
This report analyzes the financial performance, working-capital management, financing structure and investment decisions of Scandic Hotels to determine its financial strength and strategic location. The five years analysis reveals the main trends in profitability, liquidity, efficiency and gearing, pointing at the pressures on cash generation and financial flexibility. Working-capital analysis recognises excessive funds held up in operations, predicts weaknesses and liquidity pressures, justifies reforms including cash-flow forecasting, receivables management, inventory optimisation and supplier-term negotiation. It is suggested to implement a selective divestiture, refinancing and disciplined working-capital management plan as a means to enhance liquidity without damaging shareholder value. Investment appraisal finds Project C most attractive, generating a positive NPV of £0.83m, PI of 1.02 and approximately 8.9% IRR. Projects B+C offer the greatest increase in NPV, albeit negative on the whole, within the constraint of less than £100m. Project C must thus be given the first priority by the Board, with strict risk, ESG and ethical monitoring.


Table of Contents
1. Introduction	4
2. Financial Health Check	4
2.1 Five-Year Financial Performance	4
2.2 Profitability Analysis	6
2.3 Liquidity Analysis	8
2.4 Efficiency Analysis	9
2.5 Returns Ratio	11
2.6 Cash Flow	12
2.7 Overall Financial Diagnosis	14
3. Working Capital Management Analysis	14
3.1 Working Capital Position	14
3.2 Cash Operating Cycle	14
3.3 Working Capital Problems	15
3.4 Working Capital Reform Strategy	15
3.5 Short-Term vs Long-Term Financing	16
4. Strategic Financial Restructuring Plan	16
4.1 Rationale for Restructuring	16
4.2 Restructuring Option 1: Divestiture	17
4.3 Restructuring Option 2: Equity Injection	17
4.4 Restructuring Option 3: Refinancing / Debt Restructuring	17
4.5 International Financial and Ethical Considerations	18
4.6 Recommended Restructuring Strategy	18
5. Investment Appraisal and Capital Budgeting	19
5.1 Investment Decision Context	19
5.2 Project Data and Assumptions	19
5.3 Payback Period	19
5.4 Accounting Rate of Return	20
5.5 Net Present Value	20
5.6 Profitability Index	20
5.7 Internal Rate of Return	21
5.8 Overall Project Comparison	21
5.9 Recommended Project	22
5.10 Capital Rationing: £100m Budget	22
5.11 Investment Risks and Sensitivity	23
6. Critical Reflection on AI Usage	23
6.1 AI Tool Disclosure	23
6.2 Critical Evaluation and Verification	23
6.3 Contribution of AI vs Original Analysis	24
6.4 Profession and Ethical Reflection	24
7. Conclusion and Recommendations	24
7.1 Conclusion	25
7.2 Recommendations	25
References	26
Appendices	30
Appendix A: Detailed ratio calculations	30
Appendix B: PBP calculations	34
Appendix C: ARR calculations	36
Appendix D: NPV calculations	39
Appendix E: PI calculations	41
Appendix F: IRR calculations	43



[bookmark: _Toc237451709]1. Introduction
Scandic Hotels Group AB is the major hotel group in Nordic countries, which has the biggest and most extensive chain of hotels in the area. It focuses its business model on the delivery of accommodation and other hospitality services, backed by an estimated number of 19,000 employees and an orientation towards sustainability with 96% of its hotels being Nordic Swan Ecolabel certified (Scandic Hotels, 2025). Financial management is required since the hospitality industry is vulnerable to variations in demand, inflation, labour and financing forces. This report assesses the five-year financial performance and working-capital management and as well as the restructuring alternatives and proposed investments at Scandic, including capital-rationing decisions. It also takes into account international, ethical and ESG factors and critically reflects on how AI can be responsibly used in financial decision-making.

[bookmark: _vd0b2zf6o0qt][bookmark: _Toc237451710]2. Financial Health Check 
[bookmark: _rgf1dymed6t][bookmark: _Toc237451711]2.1 Five-Year Financial Performance
Scandic Hotels Group AB demonstrates a substantial post-pandemic financial recovery, although the improvement has not eliminated important structural financial pressures. Revenue increased from 10,086 MSEK in 2021 to 19,230 MSEK in 2022, followed by further growth to 21,940 MSEK in 2023, 21,960 MSEK in 2024 and 22,290 MSEK in 2025. This significant increase reflects the recovery in travel demand and stronger hotel activity following the pandemic. Operating income also improved substantially, increasing from a 440 MSEK loss in 2021 to 2,600 MSEK in 2022, 2,800 MSEK in 2023, 3,000 MSEK in 2024 and 2,880 MSEK in 2025 (Yahoo Finance, 2026). However, the decline in operating income in 2025 despite higher revenue suggests increasing operating-cost pressures.
[image: ]
Figure 1: Income statement
(Yahoo Finance, 2026)
Net income similarly recovered from a 1,679 MSEK loss in 2021 to 394 MSEK in 2022, 532 MSEK in 2023, 643 MSEK in 2024 and 625 MSEK in 2025. Although profitability has therefore been sustained, the slight decline in 2025 indicates that revenue growth has not translated proportionately into bottom-line earnings. Total assets increased from 44,755 MSEK in 2021 to 52,590 MSEK in 2025, while total liabilities reached 49,620 MSEK. Total debt decreased from 45,570 MSEK in 2023 to 44,680 MSEK in 2025, while net debt fell sharply to only 35 MSEK, indicating significant improvement in cash coverage. Nevertheless, negative working capital of 4,450 MSEK in 2025 and substantial capital lease obligations of 43,690 MSEK demonstrate continuing financial constraints (Yahoo Finance, 2026). Overall, Scandic has achieved strong post-pandemic recovery, but its high lease commitments and negative working-capital position remain significant risks.
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Figure 2: Balance sheet
(Yahoo Finance, 2026)
[bookmark: _co1h8jzbsksd][bookmark: _Toc237451712]2.2 Profitability Analysis
Profitability ratios are significant parameters of financial strength and efficiency in operations (Hasidi et al., 2024). The net profit margin of Scandic decreased considerably between 15.85% in 2021 and 2.80% in 2025. Despite a significant rise in revenue in the post-pandemic recovery period, the growth of profits was limited to the increase in operating costs, wage inflation, energy costs and financing costs. 

Figure 3: Net profit margin
(Self-developed)
The operating profit margin dropped to 11.94% in the year 2025 as compared to 26.64% in the year 2021, which shows that the expenses have risen faster than the revenues. 

Figure 4: Operating profit margin
(Self-developed)
Although the level of occupancy and the RevPAR enhanced with the recovery in the travel demand, the gains were partly countered by the threat of inflation and increased lease-related costs. However, the company recorded positive profitability past 2022, which indicates resilience in its operations. The fact that Scandic is able to maintain a positive net income relative to that of many hospitality companies that saw their earnings volatility skyrocket after the pandemic points to a comparatively successful recovery, albeit with lower profitability than that of efficiency levels before the pandemic.
[bookmark: _Toc237451713]2.3 Liquidity Analysis
Liquidity ratios determine the capability of a company to fulfill its short-term liabilities (Hasidi et al., 2024). The current ratio of Scandic also increased slightly in 2025 to 0.32 compared with 0.24 in 2021, though it was still significantly lower than the industry standard of around 1.0-1.5 in the hospitality industry. 

Figure 5: Current ratio
(Self-developed)
Likewise, there was also an increment in the cash ratio of 0.04 to 0.14, which shows a higher cash reserve however still the limited liquidity. The upswing is an indication of the better operating performance and lower net debt after the recovery period. 

Figure 6: Cash ratio
(Self-developed)
Nevertheless, the current liabilities remained greater than the current assets, and working capital remained negative. The low levels of liquidity ratios indicate that Scandic continues to rely on stable cash flows and effective working-capital management to cover short-term obligations. Although a relatively high level of advance customer payments and speedy cash collections are typical of the hotel industry, the liquidity position of the company is relatively weak and may lower the resiliency to demand shocks or economic recessions.
[bookmark: _Toc237451714]2.4 Efficiency Analysis
Efficiency ratios are used to assess the efficiency with which management uses its assets to generate revenue (Olayinka, 2022). In 2021, Scandic experienced an accounts receivable turnover of 30 times, which rose to 44 times in 2025, reflecting a better collection of customer payments and better receivables management. This growth is a result of more digital payments and improved business and leisure traveller demand. 

Figure 7: Accounts receivable turnover
(Self-developed)
The total asset turnover also increased by 0.24 to 0.42 which is an indication that assets yielded more revenue after the hotel occupancy had been restored. 

Figure 8: Total asset turnover
(Self-developed)
Hotel companies normally have unique working-capital features due to the high percentage of guests who pay using cards or in online platforms, low inventories, suppliers usually offer trade credit, and the advance bookings create cash before services are rendered. The impact of seasonal changes in demand, however, may also influence operational efficiency and stability in cash-flows.
[bookmark: _Toc237451715]2.5 Returns Ratio
One of the indicators of creating shareholder value is earnings per share (Ali et al., 2022). Scandic EPS grew to 2.97 in 2023 and then rose by a very slight margin to 2.89 in 2025 due to the less favorable growth in earnings despite rising revenue. 

Figure 9: EPS
(Self-developed)
Conversely, the P/E ratio rose significantly as well, as compared to 15.61 in 2023, 33.62 in 2025, showing that investors expect higher earnings in future and more growth potential in the long-term. 

Figure 10: P/E ratio
(Self-developed)
Nonetheless, the company is still exposed to financial leverage due to high lease liability and debt. High interest costs keep on lowering net profitability and making them sensitive to interest-rate changes. In addition, refinancing risk will always be significant considering the magnitude of the long-term commitments. These can limit investment potential in the future in case of high borrowing rates or worse economic performance.
[bookmark: _Toc237451716]2.6 Cash Flow
Cash-flow ratios can give dynamic information about liquidity and financial stability (Seretidou et al., 2025). The operating cash flow ratio of Scandic increased to 0.98 in the year 2025 as compared to 0.66 in the year 2021, meaning that operating cash inflows were nearly equal to the current liabilities. This increase is indicative of better trading performance and more efficient cash generation after the revival of the travel demand. 

Figure 11: Operating cash flow ratio
(Self-developed)
Nevertheless, the free cash flow ratio was quite low, rising in 2021 to 0.02 but only to 0.04 in 2025. This indicates that a good percentage of operating cash is consumed by capital expenditure, lease commitments and financing obligations. 

Figure 12: Free cash flow ratio
(Self-developed)
Though Scandic is able to produce enough cash to cover its daily operations as well as debt repayment, the lack of free cash flow can limit dividend growth and also limit the ability to cover key expansion initiatives using internally generated funds.
[bookmark: _Toc237451717]2.7 Overall Financial Diagnosis
Scandic has achieved strong revenue recovery, improved operating cash generation and sustained profitability since the pandemic. But the ongoing liquidity stress, large leverage on leases, escalating operating expense and high interest coverage all weigh on financial flexibility. The growth of tourism, digitalisation and sustainable development of hotels creates opportunities whereas inflation, economic uncertainty and emerging trends in travelling are some of the major threats. Therefore, the company is faced with poor liquidity, excessive leverage, cost control and free cash flow.

[bookmark: _Toc237451718]3. Working Capital Management Analysis
[bookmark: _Toc237451719]3.1 Working Capital Position
Although the operating performance has improved, Scandic has a structurally weak working-capital position. In current assets, the increase was 1,325 MSEK in 2021 to 2,120 MSEK in 2025 and in current liabilities, 5,612 MSEK to 6,560 MSEK. Therefore, the working capital was negative, as it changed to 4,287 MSEK in 2021 and to about 4,440 MSEK in 2025. Cash however rose to 216 MSEK to an estimated 1,000 MSEK contributing to better liquidity. Deb et al. (2023) stress that technology has the potential to enhance the working-capital performance through enhancing speed and precision of transactional operations. In the case of Scandic, the negative working-capital structure is partly due to low inventory requirement and large immediate or advance payments by customers. Nevertheless, the ongoing deficit shows that it relies on ongoing operating cash streams and efficient management of suppliers-credit.
[bookmark: _Toc237451720]3.2 Cash Operating Cycle
The cash conversion cycle (CCC) is used to determine how long it takes to spend money on operations and then to recover the money by receiving payment by customers. Karim et al. (2023) discover that inventory and receivable levels and maximised creditor payments can be optimised by reducing the CCC and enhancing profitability. The accounts receivable turnover of Scandic is 30 times in 2021, but in 2025, the turnover is 44 times, which means more rapid collection and consequently a shorter receivable period. The inventory-conversion period is also constrained by its fairly low inventory requirement. Nonetheless, the precise five-year CCC cannot be determined accurately based on the data provided since not all years have complete annual inventory, receivables and payables data. In comparison to manufacturing businesses, Scandic obtains significant instant card and online payments and advance booking receipts, shortening the time gap between service delivery and cash receipts. However, working-capital requirements may be temporary due to seasonal occupancy and food-and-beverage inventories.
[bookmark: _Toc237451721]3.3 Working Capital Problems
The major working-capital issue facing Scandic is continuous negative working capital which hit a point of around 4,450 MSEK in 2025. Although the cash ratio improved to 0.14 and the operating cash-flow ratio reached 0.98, current assets remain insufficient to cover current liabilities. Mandipa and Sibindi (2022) show that ineffective collection, inventory control and cash-conversion practices can negatively impact financial performance. In the case of Scandic, seasonal hotel demand can lead to periods of cash demands, while the large lease and supplier commitments put them under short-term pressure. Poor forecasting might thus undermine resilience when there is a demand shock. The company must therefore not be overly dependent on short-term borrowing and implement technology-based forecasting to ensure cash is readily available as per seasonal operating needs.
[bookmark: _Toc237451722]3.4 Working Capital Reform Strategy
To predict seasonal shortages and cushion the continuity of operations, Scandic needs to roll cash-flow projections and have a centrally controlled liquidity buffer. According to Medupe and Lethiwe (2026), the cash-flow strategies need sufficient financial systems and working discipline. In the case of receivables, automated payment systems and stricter corporate-account terms would ensure timely payment and advance deposits on selected bookings would enhance liquidity. In the case of inventories, demand forecasting and dynamic procurement ought to minimize food and beverage waste without affecting guest service. Deb et al. (2023) endorse technology investment since IT has the ability to enhance the efficiency of receivable, inventory and payable processes. Scandic also ought to negotiate longer supplier-payment terms and centralise procurement, and selectively apply supply-chain finance. Wu et al. (2025) demonstrate that the access to credit can be better, which will facilitate the increase in the rate of inventory turnover and the utilization of trade credit. Together, these actions may help alleviate liquidity pressure and enhance free cash flow and shareholder value by lowering the financing needs.
[bookmark: _Toc237451723]3.5 Short-Term vs Long-Term Financing
The short term means like overdrafts, revolving credit, and trade credit are flexible to the seasonal liquidity needs of Scandic but subject the company to refinancing and interest-rate risk. Bank lending, bonds and green finance is more stable in the maturity, whereas equity lowers financial leverage but dilutes the existing shareholders. Green finance can also assist Scandic in achieving its sustainability goals, though the availability might be connected to eligibility criteria and reporting (Hu and Gan, 2025). Hence, a balanced financing mix is desirable: short-term facilities must meet temporary working-capital changes, and longer-term and perhaps green financing should finance structural investment. This strategy minimizes the refinancing risk and maintains flexibility in operations.

[bookmark: _Toc237451724]4. Strategic Financial Restructuring Plan
[bookmark: _Toc237451725]4.1 Rationale for Restructuring
The financial rescue of Scandic justifies restructuring in order to become more resilient instead of acting in reaction to the insolvency. Although revenue reached 22,290 MSEK in 2025 and net debt fell to 35 MSEK, the company continued to report negative working capital of approximately 4,450 MSEK, substantial lease liabilities of 43,690 MSEK, and a relatively low current ratio of 0.32. Additionally, the decreasing EBITDA margin of 11.94% shows that there is a persistent pressure on costs. Liquidity and capital flexibility and capacity to finance future investments can thus be enhanced by financial restructuring. According to Colliard and Gromb (2025), creditor interests, capital structure and negotiation incentives must be considered in restructuring decisions. In the case of Scandic, restructuring must therefore be centered on the financial vulnerability reduction and maintenance of investment capacity.
[bookmark: _Toc237451726]4.2 Restructuring Option 1: Divestiture
Scandic may choose to dispose selectively of non-core or non-performing properties and reinvest the proceeds to improve liquidity or lower the financial burden. According to Erl et al. (2024), the market responses to divestiture announcements can be more favourable when they are part of financially-oriented restructuring programmes with well-articulated goals. In the case of Scandic, selling assets may free up capital and decrease future operating obligations and enhance financial flexibility. Nevertheless, blind disposals may decrease the potential capacity of rooms in future, earnings and market placement. Divestiture must thus focus on the assets that have poor returns or have less strategic value as opposed to profitable core hotels. The proceeds are supposed to first of all enhance liquidity and help in value-enhancing investments.
[bookmark: _Toc237451727]4.3 Restructuring Option 2: Equity Injection
The additional capital base through a new equity issue or a rights issue would enable Scandic to remove reliance on debt financing. Even though the net debt position of the company is currently low the large lease commitments and negative working capital warrants the additional equity capacity. Equity financing would enhance borrowing ability and offer a better cushion to demand shock in the future. Nevertheless, the issue of new shares may dilute the current shareholders, and might not be quite appealing in a market with uncertain valuations. Betzer and Oenschlaeger (2026) show that information and market conditions can have an impact on equity-offering discounts. An equity injection, therefore, ought to be viewed as a backup and not the main restructuring tool of Scandic.
[bookmark: _Toc237451728]4.4 Restructuring Option 3: Refinancing / Debt Restructuring
The priority should be to refinance to enhance matching maturity, financing and protection against interest-rate volatility. Scandic might renegotiate debt maturities, refinance costly facilities and selectively augment the ratio of fixed-rate borrow. According to Cowling et al. (2025), refinancing can make firms resilient to significant economic shocks especially where current commitments limit their future developments. Scandic might also take into account green financing or sustainability-related financing of qualifying investments. Refinancing however needs to consider interest-rate and currency exposure, covenant requirements and debt-service capacity. The longer maturities may lower the short-term liquidity pressure, but excess refinancing might raise overall interest payments. Thus, refinancing ought to be geared towards a compromise between reducing short-term pressure with acceptable long-term financing costs.
[bookmark: _Toc237451729]4.5 International Financial and Ethical Considerations
The activities of Scandic in a number of markets in Europe put the group at risk of currency fluctuations especially where revenues and costs are in various currencies. Hedging should be appropriate to minimize the exchange-rate volatility and safeguard cash flows (Chen & Zhou, 2025). Inflation is also important as increased food, labour, energy and construction expenses may squeeze hotel margins; global food-price shocks may produce enduring domestic inflationary impacts (Anderl & Caporale, 2025). The issue of international taxation should be handled in a transparent manner and there should be proper compliance in terms of cross-border deals and transfer pricing. ESG wise, restructuring must facilitate energy efficiency, waste minimization, responsible sourcing and employee welfare. Menegaki (2025) emphasizes the need to balance the hospitality between the control of pollution and economic viability. Sustainability-linked investment and green financing can thus make financial restructuring work in harmony with environmental and stakeholder goals.
[bookmark: _Toc237451730]4.6 Recommended Restructuring Strategy
Scandic must use selective divestiture, focused refinancing, and focused working-capital management as opposed to issuing equity as the main source of funds. Such a combination may unlock capital, alleviate the liquidity strain and enhance financial flexibility, as well as limit dilution of shareholders. Refinancing must be more about extending maturity and managing interests whereas divestiture must be about non-core assets. The plan must also accommodate the ESG investment and maintain adequate growth potential.

[bookmark: _Toc237451731]5. Investment Appraisal and Capital Budgeting
[bookmark: _Toc237451732]5.1 Investment Decision Context
Strategically, investment appraisal is critical to Scandic since the hotel needs a lot of capital to grow, renovate, upgrade to digital, and sustainability. The strategy of Scandic focuses on profitable growth, operational excellence and sustainable business and so, it is necessary to be disciplined in capital allocation. Digitalisation has the potential to enhance the booking process, customer service and operation decisions, and long-term competitiveness (Jagodič et al., 2025). These five appraisal techniques are PBP, ARR, NPV, PI and IRR.
[bookmark: _Toc237451733]5.2 Project Data and Assumptions
Three similarly comparable projects of £50m are evaluated over a period of five years with an annual cash inflow and a discount rate of 8. Project A generates £10m, £12m, £14m, £10m and £8m; Project B generates £11m annually; while Project C generates £5m, £10m, £20m, £25m and £5m. Straight-line depreciation amortises each investment to zero within five years and the value remaining at zero. These assumptions give a stable foundation in making a comparison of recovery, accounting profitability and discounted shareholder value.
[bookmark: _Toc237451734]5.3 Payback Period
Payback Period (PBP) is the period of time it takes to break even the initial investment by accumulation of the cash inflows. Project A recovers £50m during Year 5: £4m remains unrecovered after Year 4, giving 4 + (£4m/£8m) = 4.5 years, or approximately 4 years 6 months. Project B has £6m outstanding after Year 4, producing 4 + (£6m/£11m) = 4.55 years, approximately 4 years 6.5 months. Project C recovers £50m during Year 4, with £15m outstanding after Year 3; therefore, 3 + (£15m/£25m) = 3.6 years, or approximately 3 years 7 months. Therefore, C offers the quickest recovery and, possibly, the more robust liquidity protection. PBP however does not consider the time value of money and the cash flows after recovery and therefore may favour projects that have a high-earning potential in the short run, but with lesser overall value (Sam, 2025).
[bookmark: _Toc237451735]5.4 Accounting Rate of Return
ARR assesses accounting profit as opposed to cash generation, which is fundamentally different to discounted cash-flow methods (ACCA, 2025). With £50m depreciated straight-line over five years, annual depreciation is £10m and average investment is £25m. Project A produces average cash flow of £10.8m and average accounting profit of £0.8m, giving ARR = 3.2%. Project B generates £11m average cash flow and £1m profit, giving ARR = 4.0%. Project C generates £13m average cash flow and £3m profit, producing ARR = 12.0%. Thus, C is obviously better than A and B in the accounting profitability. However, ARR does not include the timing of cash flows, inflation or the cost of capital. Therefore, despite the fact that C has a high ARR that is favorable to be selected, NPV is more suitable in determining whether an investment generates shareholder value.
[bookmark: _Toc237451736]5.5 Net Present Value
NPV discounts future cash flows at the 8% required return and subtracts the £50m initial investment. It thus includes both the time value of money and opportunity cost of capital rendering it especially pertinent to the shareholder-value goal of Scandic.
	Project
	PV of Future Cash Inflows
	Initial Investment
	NPV

	A
	£43.43m
	£50.00m
	−£6.57m

	B
	£43.89m
	£50.00m
	−£6.11m

	C
	£50.83m
	£50.00m
	£0.83m


Project A and B make negative NPVs meaning that the discounted returns do not meet the needed 8% return. Project C produces a positive £0.83m NPV, implying modest value creation. This leaves C as the only financially viable project assuming the 8 percent discount rate is the true required yield of Scandic. NPV is to be heavily weighted since it directly quantifies the growth or decline in shareholder wealth, as compared to PBP and ARR. ACCA also cites NPV as the most significant form of investment-appraisal technique since it incorporates discounting and other cash-flow factors. Nevertheless, Scandic is advised to first test C against demand, construction and sustainability assumptions prior to investing capital.
[bookmark: _Toc237451737]5.6 Profitability Index
PI measures the present value generated per pound invested and is particularly useful when capital is constrained (Kitov, 2024).
	Project
	PV of Inflows
	Investment
	PI

	A
	£43.43m
	£50m
	0.87

	B
	£43.89m
	£50m
	0.88

	C
	£50.83m
	£50m
	1.02


Project A and B have PI values which are less than 1 meaning that the discounted inflows are not enough to pay back the investment. C has a PI of approximately 1.02, meaning each £1 invested generates £1.02 in present-value inflows. Thus, C is the choice in the case of capital limitation of Scandic. PI is however misleading in the case of mutually exclusive or equal-sized projects since it conveys a relative instead of an absolute value. NPV must hence be used as the main criterion with PI to back the capital allocation decisions.
[bookmark: _Toc237451738]5.7 Internal Rate of Return
IRR is the discount rate at which NPV equals zero. Using the stated cash flows, the approximate IRRs are 1.5% for Project A, 0.9% for Project B and 8.9% for Project C. Therefore, only C marginally exceeds Scandic’s assumed 8% cost of capital. The overall ranking is also consistent with NPV: A and B have negative NPVs, and C has a positive NPV.
	Project
	Approx. IRR
	NPV at 8%
	Decision

	A
	1.5%
	−£6.57m
	Reject

	B
	0.9%
	−£6.11m
	Reject

	C
	8.9%
	+£0.83m
	Accept


IRR is easy to understand since it measures project returns expressed in percentage which is easy to compare against the cost of capital. Nonetheless, it may cause ranking issues with projects that vary in size, timing or cash-flow patterns. NPV is thus more suitable to Scandic since it quantifies the creation of absolute values. Here, the two processes will both determine C as the best but the choice cannot be based only on IRR (Li, 2025).
[bookmark: _Toc237451739]5.8 Overall Project Comparison
	Method
	Project A
	Project B
	Project C
	Best

	PBP
	4.50 years
	4.55 years
	3.60 years
	C

	ARR
	3.2%
	4.0%
	12.0%
	C

	NPV
	−£6.57m
	−£6.11m
	+£0.83m
	C

	PI
	0.87
	0.88
	1.02
	C

	IRR
	1.5%
	0.9%
	8.9%
	C


Project C is considered to be the most powerful investment according to all five methods. Nonetheless, PBP and ARR are less convincing since they overlook either discounted value or timing of cash flow. NPV offers the best value-based evaluation, and IRR offers an effective benchmark of returns.
[bookmark: _Toc237451740]5.9 Recommended Project
Project C is to be chosen, sensitivity tested. It has the fastest payback at approximately 3.6 years, highest ARR at 12%, positive NPV of £0.83m, PI of 1.02 and IRR of approximately 8.9%. Its subsequent cash-flow concentration alters more forecasting risk but the project is the sole one to generate value at the 8% hurdle rate. C should also contribute towards the sustainability, customer-experience and competitive-positioning goals of Scandic, in a strategic manner.
[bookmark: _Toc237451741]5.10 Capital Rationing: £100m Budget
If Scandic must invest exactly £100m and can select two projects, combined NPVs and PIs are:
	Combination
	Investment
	Combined NPV
	Combined PI
	Recommendation

	A + B
	£100m
	−£12.68m
	0.87
	Reject

	A + C
	£100m
	−£5.74m
	0.94
	Reject

	B + C
	£100m
	−£5.28m
	0.95
	Least unattractive


B + C will have the maximum combined NPV and PI, but a negative combined NPV. So, when two projects are obligatory B + C would be more mathematically appropriate, but Scandic should not spend all the money, and use full £100m just because it is available. The value creation should be prioritised in capital rationing, and when the combined NPV is negative, the decision to take only Project C and keep the rest of the capital could be better financially (Suijs and Yang, 2022).
[bookmark: _Toc237451742]5.11 Investment Risks and Sensitivity 
Project C's positive £0.83m NPV is relatively small, making the investment sensitive to adverse changes in cash flows. The most common are demand volatility, inflation, interest rates, currency fluctuations, political/regulatory changes, construction overruns and evolving customer preference. Corporate financial decisions and cash-flow deployment may also be influenced by economic policy uncertainty (Maquieira et al., 2023). Scandic ought to then conduct scenario and sensitivity analysis by changing occupancy, room rates, operating costs, investment costs and the discount rate. The weak market conditions may dictate a downside scenario that would declare C a value-creating.
 
[bookmark: _Toc237451743]6. Critical Reflection on AI Usage
[bookmark: _Toc237451744]6.1 AI Tool Disclosure 
I have been using Microsoft Excel to format the financial data, calculations and assessment of the accuracy of the financial ratios and the investment-appraisal results. I also applied ChatGPT as a brainstorming/structuring tool to come up with ideas regarding how the report should be structured and presented with the financial analysis. Independent reviews and development of the final analysis and judgements were carried out.
[bookmark: _Toc237451745]6.2 Critical Evaluation and Verification
I assumed AI-suggestions as initial indications and not a proven fact. I compared the financial information with original annual reports of Scandic and re-calculated the financial ratios and results of investment appraisal independently in the Excel. I also verified the formulas and interpretation with academic literature of finance before I included them in the report. This verification was necessary as generative AI has the capacity to generate convincing yet untrue information, especially in the case of financial data and technical computations (Henestrosa and Kimmerle, 2025). E.g. AI might be used to give a wrong figure of financial nature, misunderstand a ratio or give a wrong NPV or IRR. I thus matched outputs with the evidence on the ground and eliminated unsubstantiated claims. This has helped me to be efficient in using AI without compromising accuracy, reliability and academic integrity in my financial analysis.
[bookmark: _Toc237451746]6.3 Contribution of AI vs Original Analysis
ChatGPT helped primarily with primary brainstorming and structuring of the report. I also used it to get the notions of how the financial analysis might be structured, and how the various sections might be logically linked. It also made me think of the possible ways of presenting financial concepts. But substantive analysis was my task. I chose Scandic, gathered the annual-report data, input the financial data into Excel and computed the ratios and investment-appraisal metrics on my own. I understood the financial performance, evaluated alternative financing and restructuring, and formed the ultimate investment and strategic suggestions. I also checked and amended the proposed structure to make sure that it was representative of the assessment requirements. As such, I applied AI as an analytical aid and brainstormer, and not as a replacement to my financial experience and critical assessment.
[bookmark: _Toc237451747]6.4 Profession and Ethical Reflection
My use of AI highlighted the importance of transparency, data privacy and professional accountability. I understand that the use of AI needs to be fairly recognised where necessary, and no confidential financial or personally identifiable data should be inputted into publicly available AI systems. Rubel and Emran (2024) emphasize the privacy and security concerns related to AI-based processing of financial information, which supports the need to be responsible when working with data. I also acknowledge that AI can generate realistic yet false information via hallucinations, biased results or false interpretations. Thus, I would not make financial decisions using AI solely. Professionally, I would crosscheck information supported by AI with credible evidence, exercise professional judgement and ultimately hold responsibility on the final decision. Properly deployed AI may lead to efficiency and help with brainstorming, yet human control should be at the core of reasonable financial management.

[bookmark: _Toc237451748]7. Conclusion and Recommendations
[bookmark: _Toc237451749]7.1 Conclusion 
The five-year financial position of Scandic suggests that it is under pressure in terms of its profitability, liquidity and working-capital efficiency. Enhancement of cash management and reorganization of financing ought to be a priority. The best choice of project is C because of its positive NPV and best appraisal outcomes whereas the best combination of capital-rationing choice is B+C in case of having to choose between two projects. Major threats are cash-flow and market uncertainty.
[bookmark: _Toc237451750]7.2 Recommendations 
Enhance liquidity: implement rolling cash-flow forecasts and monthly working-capital controls to enhance cash visibility and decrease the amount of unnecessary cash in the operations.
Optimise capital structure: refinance old debts and selective disposition of non-core assets to enhance liquidity and debt capacity.
Choose Project C: use positive NPV as the main criterion, and check strategic, demand and ESG risks.
Enhance governance: adopt risk dashboards and responsible AI-use controls over financial decisions, scenario analysis.

[bookmark: _fwld8fq6ek4m]
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[bookmark: _Toc237451753]Appendix A: Detailed ratio calculations
	Ratio Analysis for Scandic, SEK Million

	Element
	2021
	2022
	2023
	2024
	2025

	Profitability Ratios
	 
	 
	 
	 
	 

	Net Profit Margin
	15.85%
	9.40%
	2.59%
	2.97%
	2.80%

	Net Profit
	1,606.00
	1,808.00
	569.00
	652.00
	624.00

	Total Revenue
	10,130.00
	19,233.00
	21,955.00
	21,959.00
	22,289.00

	 
	 
	 
	 
	 
	 

	Operating Profit Margin
	26.64%
	30.31%
	12.69%
	12.91%
	11.94%

	Operating Profit
	2,699.00
	5,829.00
	2,785.00
	2,836.00
	2,661.00

	Total Revenue
	10,130.00
	19,233.00
	21,955.00
	21,959.00
	22,289.00

	 

	Asset Efficiency Ratio
	 
	 
	 
	 
	 

	Accounts Receivable Turnover
	30
	30
	32
	39
	44

	Total Revenue
	10,130.00
	19,233.00
	21,955.00
	21,959.00
	22,289.00

	Average Accounts Receivable
	340.00
	651.50
	688.50
	567.00
	502.50

	 
	 
	 
	 
	 
	 

	Total Asset Turnover
	0.24
	0.40
	0.42
	0.41
	0.42

	Total Revenue
	10,130.00
	19,233.00
	21,955.00
	21,959.00
	22,289.00

	Average Total Assets
	41,519.00
	47,851.50
	52,452.00
	53,899.00
	53,216.00

	 

	Liquidity Ratios
	 
	 
	 
	 
	 

	Current Ratio
	0.24
	0.30
	0.32
	0.31
	0.32

	Current Assets
	1,325.00
	1,988.00
	2,811.00
	2,070.00
	2,115.00

	Current Liabilities
	5,612.00
	6,713.00
	8,664.00
	6,711.00
	6,560.00

	 
	 
	 
	 
	 
	 

	Cash Ratio
	0.04
	0.05
	0.16
	0.13
	0.14

	Cash & Cash Equivalent 
	216.00
	317.00
	1,344.00
	846.00
	950.00

	Current Liabilities
	5,612.00
	6,713.00
	8,664.00
	6,711.00
	6,560.00

	 

	Returns Ratio
	 
	 
	 
	 
	 

	Earnings Per Share (EPS)
	8.40
	9.45
	2.97
	2.98
	2.89

	Profit Attributable to Ordinary Shareholders
	1,606.00
	1,808.00
	569.00
	652.00
	624.00

	Weighted Average Number of Ordinary Shares
	191.25
	191.30
	191.30
	219.11
	215.61

	 
	 
	 
	 
	 
	 

	Price-to-Earnings (P/E) Ratio
	4.35
	3.41
	15.61
	23.09
	33.62

	Market Price Per Share
	36.49
	32.22
	46.42
	68.70
	97.30

	Earnings Per Share (EPS)
	8.40
	9.45
	2.97
	2.98
	2.89

	 

	Cash Flow
	 
	 
	 
	 
	 

	Operating cash Flow Ratio
	0.66
	0.96
	0.74
	0.95
	0.98

	Cash Flow from Operating Activities
	3,701.00
	6,432.00
	6,394.00
	6,389.00
	6,459.00

	Current Liabilities
	5,612.00
	6,713.00
	8,664.00
	6,711.00
	6,560.00

	 
	 
	 
	 
	 
	 

	Free Cash Flow Ratio
	0.02
	0.11
	0.08
	0.04
	0.04

	Free Cash Flow   
	185.00
	2,202.00
	1,754.00
	910.00
	914.00

	Total Revenue
	10,130.00
	19,233.00
	21,955.00
	21,959.00
	22,289.00

	
	
	
	
	
	

	Input Data, Scandic, SEK Million

	Element
	2021
	2022
	2023
	2024
	2025

	Net Profit
	1,606.00
	1,808.00
	569.00
	652.00
	624.00

	Total Revenue
	10,130.00
	19,233.00
	21,955.00
	21,959.00
	22,289.00

	Operating Profit
	2,699.00
	5,829.00
	2,785.00
	2,836.00
	2,661.00

	Average Accounts Receivable
	340.00
	651.50
	688.50
	567.00
	502.50

	Average Total Assets
	41,519.00
	47,851.50
	52,452.00
	53,899.00
	53,216.00

	Current Assets
	1,325.00
	1,988.00
	2,811.00
	2,070.00
	2,115.00

	Current Liabilities
	5,612.00
	6,713.00
	8,664.00
	6,711.00
	6,560.00

	Cash & Cash Equivalent 
	216.00
	317.00
	1,344.00
	846.00
	950.00

	Profit Attributable to Ordinary Shareholders
	1,606.00
	1,808.00
	569.00
	652.00
	624.00

	Weighted Average Number of Ordinary Shares
	191.25
	191.30
	191.30
	219.11
	215.61

	Market Price Per Share
	36.49
	32.22
	46.42
	68.70
	97.30

	Cash Flow from Operating Activities
	3,701.00
	6,432.00
	6,394.00
	6,389.00
	6,459.00

	Free Cash Flow   
	185.00
	2,202.00
	1,754.00
	910.00
	914.00





	Element
	Formula

	Profitability Ratios
	 

	Net Profit Margin
	Net Profit / Total Revenue * 100

	Net Profit
	

	Total Revenue
	

	 
	 

	Operating Profit Margin
	Operating Profit / Total Revenue * 100

	Operating Profit
	

	Total Revenue
	

	 

	Asset Efficiency Ratio
	 

	Accounts Receivable Turnover
	Trade Revenue / Average Accounts Receivable

	Total Revenue
	

	Average Accounts Receivable
	

	 
	 

	Total Asset Turnover
	Total Revenue / Average Total Asset

	Total Revenue
	

	Average Total Assets
	

	 

	Liquidity Ratios
	 

	Current Ratio
	Current Assets / Current Liabilities

	Current Assets
	

	Current Liabilities
	

	 
	 

	Cash Ratio
	Cash & Cash Equivalent / Current Liabilities

	Cash & Cash Equivalent 
	

	Current Liabilities
	

	 

	Returns Ratio
	 

	Earnings Per Share (EPS)
	(Profit Attributable to Ordinary Shareholders / Weighted Average Number of Ordinary Shares)

	Profit Attributable to Ordinary Shareholders
	

	Weighted Average Number of Ordinary Shares
	

	 
	 

	Price-to-Earnings (P/E) Ratio
	Market Price Per Share / EPS

	Market Price Per Share
	

	Earnings Per Share (EPS)
	

	 

	Cash Flow
	 

	Operating cash Flow Ratio
	Cash Flow from Operating Activities / Current Liabilities

	Cash Flow from Operating Activities
	

	Current Liabilities
	

	 
	 

	Free Cash Flow Ratio
	Free Cash Flow (Operating Cash Flow - capital Expenditure) / Total Revenue

	Free Cash Flow   
	

	Total Revenue
	





[bookmark: _Toc237451754]Appendix B: PBP calculations
	Payback Period (Project A)

	Year
	Year 0
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	Initial Investment
	 £ (50.00)
	 
	 
	 
	 
	 

	Cash Flows
	 
	 £ 10.00 
	 £ 12.00 
	 £ 14.00 
	 £ 10.00 
	 £ 8.00 

	Scrap Value
	 
	 
	 
	 
	 
	 £    -   

	Cumulative Cash Flows
	 £ (50.00)
	 £ 10.00 
	 £ 12.00 
	 £ 14.00 
	 £ 10.00 
	 £ 8.00 

	Finding Payback
	 £ (50.00)
	 £ (40.00)
	 £ (28.00)
	 £ (14.00)
	 £ (4.00)
	 £ 4.00 

	Payback Period = Years Until Break - Even = Uncovered Cost at the Beginning of the Year / Cash Flows During the Year x 12, Payback Period Calculation = 4 Years + £4 / £8 x 12, Payback Period = 4 Years 6 Months



	Payback Period (Project B)

	Year
	Year 0
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	Initial Investment
	 £ (50.00)
	 
	 
	 
	 
	 

	Cash Flows
	 
	 £        11.00 
	 £        11.00 
	 £        11.00 
	 £        11.00 
	 £        11.00 

	Scrap Value
	 
	 
	 
	 
	 
	 £             -   

	Cumulative Cash Flows
	 £ (50.00)
	 £        11.00 
	 £        11.00 
	 £        11.00 
	 £        11.00 
	 £        11.00 

	Finding Payback
	 £ (50.00)
	 £ (39.00)
	 £ (28.00)
	 £ (17.00)
	 £ (6.00)
	 £          5.00 

	Payback Period = Years Until Break - Even = Uncovered Cost at the Beginning of the Year / Cash Flows During the Year x 12, Payback Period Calculation = 4 Years + £6 / £11 x 12, Payback Period = 4 Years 6.5 Months





	Payback Period (Project C)

	Year
	Year 0
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	Initial Investment
	 £ (50.00)
	 
	 
	 
	 
	 

	Cash Flows
	 
	 £          5.00 
	 £        10.00 
	 £        20.00 
	 £        25.00 
	 £          5.00 

	Scrap Value
	 
	 
	 
	 
	 
	 £             -   

	Cumulative Cash Flows
	 £ (50.00)
	 £          5.00 
	 £        10.00 
	 £        20.00 
	 £        25.00 
	 £          5.00 

	Finding Payback
	 £ (50.00)
	 £ (45.00)
	 £ (35.00)
	 £ (15.00)
	 £        10.00 
	 £        15.00 

	Payback Period = Years Until Break - Even = Uncovered Cost at the Beginning of the Year / Cash Flows During the Year x 12, Payback Period Calculation = 3 Years + £15 / £25 x 12, Payback Period = 3 Years 7.2 Months





[bookmark: _Toc237451755]Appendix C: ARR calculations
	Project A

	Average Cashflows
	
	Annual Depreciation

	Year
	Cash Flows
	
	Initial Value
	 £       50.00 

	1
	 £          10.00 
	
	Residual Value
	 £             -   

	2
	 £          12.00 
	
	Number of Years
	5

	3
	 £          14.00 
	
	Annual Depreciation = Initial Value - Residual Value / No. of Years

	4
	 £          10.00 
	
	Annual Depreciation Calculations = £50 - £0 / 5

	5
	 £            8.00 
	
	Annual Depreciation = £10

	Total
	 £          54.00 
	
	
	

	Avg Cash Flows = Total Cash Flows / No. of Years
	
	
	

	Avg Cash Flows Calculations = £54 / 5
	
	
	

	Avg Cash Flows = £10.8
	
	
	

	
	
	
	
	

	Average Investment
	
	Average Net Profit

	Average Investment = Initial Value + Residual Value / 2
	
	Average Cashflow
	 £       10.80 

	Average Investment = £50 + £0 / 2
	
	Annual Depreciation 
	 £       10.00 

	Annual Investment = £25
	
	Avg Net Profit = Avg Cashflow - Annual Depreciation 

	
	
	
	Avg Net Profit = £10.8 - £10

	
	
	
	Average Net Profit = £0.8

	
	
	
	
	

	Accounting Rate of Return (ARR) (%)
	
	
	

	Average Net Profit
	 £            0.80 
	
	
	

	Average Investment
	 £          25.00 
	
	
	

	Accounting Rate of Return = Average Net Profit / Average Investment * 100
	
	
	

	ARR = £0.8 / £25 * 100
	
	
	

	ARR = 3.2%
	
	
	





	Project B

	Average Cashflows
	
	Annual Depreciation

	Year
	Cash Flows
	
	Initial Value
	 £       50.00 

	1
	 £          11.00 
	
	Residual Value
	 £             -   

	2
	 £          11.00 
	
	Number of Years
	5

	3
	 £          11.00 
	
	Annual Depreciation = Initial Value - Residual Value / No. of Years

	4
	 £          11.00 
	
	Annual Depreciation Calculations = £50 - £0 / 5

	5
	 £          11.00 
	
	Annual Depreciation = £10

	Total
	 £          55.00 
	
	
	

	Avg Cash Flows = Total Cash Flows / No. of Years
	
	
	

	Avg Cash Flows Calculations = £55 / 5
	
	
	

	Avg Cash Flows = £11
	
	
	

	
	
	
	
	

	Average Investment
	
	Average Net Profit

	Average Investment = Initial Value + Residual Value / 2
	
	Average Cashflow
	 £       11.00 

	Average Investment = £50 + £0 / 2
	
	Annual Depreciation 
	 £       10.00 

	Annual Investment = £25
	
	Avg Net Profit = Avg Cashflow - Annual Depreciation 

	
	
	
	Avg Net Profit = £10.8 - £10

	
	
	
	Average Net Profit = £1

	
	
	
	
	

	Accounting Rate of Return (ARR) (%)
	
	
	

	Average Net Profit
	 £            1.00 
	
	
	

	Average Investment
	 £          25.00 
	
	
	

	Accounting Rate of Return = Average Net Profit / Average Investment * 100
	
	
	

	ARR = £1 / £25 * 100
	
	
	

	ARR = 4%
	
	
	





	Project C

	Average Cashflows
	
	Annual Depreciation

	Year
	Cash Flows
	
	Initial Value
	 £       50.00 

	1
	 £            5.00 
	
	Residual Value
	 £             -   

	2
	 £          10.00 
	
	Number of Years
	5

	3
	 £          20.00 
	
	Annual Depreciation = Initial Value - Residual Value / No. of Years

	4
	 £          25.00 
	
	Annual Depreciation Calculations = £50 - £0 / 5

	5
	 £            5.00 
	
	Annual Depreciation = £10

	Total
	 £          65.00 
	
	
	

	Avg Cash Flows = Total Cash Flows / No. of Years
	
	
	

	Avg Cash Flows Calculations = £65 / 5
	
	
	

	Avg Cash Flows = £13
	
	
	

	
	
	
	
	

	Average Investment
	
	Average Net Profit

	Average Investment = Initial Value + Residual Value / 2
	
	Average Cashflow
	 £       13.00 

	Average Investment = £50 + £0 / 2
	
	Annual Depreciation 
	 £       10.00 

	Annual Investment = £25
	
	Avg Net Profit = Avg Cashflow - Annual Depreciation 

	
	
	
	Avg Net Profit = £13 - £10

	
	
	
	Average Net Profit = £3

	
	
	
	
	

	Accounting Rate of Return (ARR) (%)
	
	
	

	Average Net Profit
	 £            3.00 
	
	
	

	Average Investment
	 £          25.00 
	
	
	

	Accounting Rate of Return = Average Net Profit / Average Investment * 100
	
	
	

	ARR = £3 / £25 * 100
	
	
	

	ARR = 12%
	
	
	





[bookmark: _Toc237451756]Appendix D: NPV calculations
	Net Present Value (NPV) Project A

	Year
	Investment
	Cash Flows
	Cumulative Cash Flows
	Discount Factors 8%
	Present Value

	0
	 £ (50.00)
	 
	 £ (50.00)
	1.000
	 £ (50.00)

	1
	 
	 £        10.00 
	 £        10.00 
	0.925
	 £          9.25 

	2
	 
	 £        12.00 
	 £        12.00 
	0.857
	 £        10.28 

	3
	 
	 £        14.00 
	 £        14.00 
	0.793
	 £        11.10 

	4
	 
	 £        10.00 
	 £        10.00 
	0.735
	 £          7.35 

	5
	 £             -   
	 £          8.00 
	 £          8.00 
	0.680
	 £          5.44 

	NPV = (£50) + £9.25 + £10.28 + £11.10 + £7.35 + £5.44, NPV = (£50) + £43.43, NPV = (£6.57)



	Net Present Value (NPV) Project B

	Year
	Investment
	Cash Flows
	Cumulative Cash Flows
	Discount Factors 8%
	Present Value

	0
	 £ (50.00)
	 
	 £ (50.00)
	1.000
	 £ (50.00)

	1
	 
	 £        11.00 
	 £        11.00 
	0.925
	 £        10.18 

	2
	 
	 £        11.00 
	 £        11.00 
	0.857
	 £          9.43 

	3
	 
	 £        11.00 
	 £        11.00 
	0.793
	 £          8.72 

	4
	 
	 £        11.00 
	 £        11.00 
	0.735
	 £          8.09 

	5
	 £             -   
	 £        11.00 
	 £        11.00 
	0.680
	 £          7.48 

	NPV = (£50) + £10.18 + £9.43 + £8.72 + £8.09 + £7.48, NPV = (£50) + £43.89, NPV = (£6.11)





	Net Present Value (NPV) Project C

	Year
	Investment
	Cash Flows
	Cumulative Cash Flows
	Discount Factors 8%
	Present Value

	0
	 £ (50.00)
	 
	 £ (50.00)
	1.000
	 £ (50.00)

	1
	 
	 £          5.00 
	 £          5.00 
	0.925
	 £          4.63 

	2
	 
	 £        10.00 
	 £        10.00 
	0.857
	 £          8.57 

	3
	 
	 £        20.00 
	 £        20.00 
	0.793
	 £        15.86 

	4
	 
	 £        25.00 
	 £        25.00 
	0.735
	 £        18.38 

	5
	 £             -   
	 £          5.00 
	 £          5.00 
	0.680
	 £          3.40 

	NPV = (£50) + £4.63 + £8.57 + £15.86 + £18.38 + £3.4, NPV = (£50) + £50.83, NPV = £0.83





[bookmark: _Toc237451757]Appendix E: PI calculations
	Profitability Index (PI) Project A

	Year
	Investment
	Cash Flows
	Cumulative Cash Flows
	Discount Factors 8%
	Present Value

	0
	 £ (50.00)
	 
	 £ (50.00)
	1.000
	 £ (50.00)

	1
	 
	 £        10.00 
	 £        10.00 
	0.925
	 £          9.25 

	2
	 
	 £        12.00 
	 £        12.00 
	0.857
	 £        10.28 

	3
	 
	 £        14.00 
	 £        14.00 
	0.793
	 £        11.10 

	4
	 
	 £        10.00 
	 £        10.00 
	0.735
	 £          7.35 

	5
	 £             -   
	 £          8.00 
	 £          8.00 
	0.680
	 £          5.44 

	Formula: Profitability Index (PI) = Present Value of Cash Inflows / Initial Investment, PI = £43.43 / £50, PI = 0.87



	Profitability Index (PI) Project B

	Year
	Investment
	Cash Flows
	Cumulative Cash Flows
	Discount Factors 8%
	Present Value

	0
	 £ (50.00)
	 
	 £ (50.00)
	1.000
	 £ (50.00)

	1
	 
	 £        11.00 
	 £        11.00 
	0.925
	 £        10.18 

	2
	 
	 £        11.00 
	 £        11.00 
	0.857
	 £          9.43 

	3
	 
	 £        11.00 
	 £        11.00 
	0.793
	 £          8.72 

	4
	 
	 £        11.00 
	 £        11.00 
	0.735
	 £          8.09 

	5
	 £             -   
	 £        11.00 
	 £        11.00 
	0.680
	 £          7.48 

	Formula: Profitability Index (PI) = Present Value of Cash Inflows / Initial Investment, PI = £43.89 / £50, PI = 0.88



	Profitability Index (PI) Project C

	Year
	Investment
	Cash Flows
	Cumulative Cash Flows
	Discount Factors 8%
	Present Value

	0
	 £ (50.00)
	 
	 £ (50.00)
	1.000
	 £ (50.00)

	1
	 
	 £          5.00 
	 £          5.00 
	0.925
	 £          4.63 

	2
	 
	 £        10.00 
	 £        10.00 
	0.857
	 £          8.57 

	3
	 
	 £        20.00 
	 £        20.00 
	0.793
	 £        15.86 

	4
	 
	 £        25.00 
	 £        25.00 
	0.735
	 £        18.38 

	5
	 £             -   
	 £          5.00 
	 £          5.00 
	0.680
	 £          3.40 

	Formula: Profitability Index (PI) = Present Value of Cash Inflows / Initial Investment, PI = £50.83 / £50, PI = 1.02





[bookmark: _Toc237451758]Appendix F: IRR calculations
	Internal Rate of Return (Project A)

	Element
	0
	1
	2
	3
	4
	5
	Total

	Net Cash Flows
	 £ (50.00)
	 £        10.00 
	 £        12.00 
	 £        14.00 
	 £        10.00 
	 £          8.00 
	 £          4.00 

	Discount Factor (DF) 2%
	1
	0.98
	0.961
	0.942
	0.923
	0.905
	 

	Present Value
	(50.00)
	9.80
	11.53
	13.19
	9.23
	7.24
	 £          0.99 

	 
	 
	 
	 
	 
	 
	 
	 

	Net Cash Flows
	(50.00)
	10.00
	12.00
	14.00
	10.00
	8.00
	 £          4.00 

	Discount Factor (DF) 8%
	1
	0.925
	0.857
	0.793
	0.735
	0.680
	 

	Present Value
	(50.00)
	9.25
	10.28
	11.10
	7.35
	5.44
	 £ (6.57)

	 
	 
	 
	 
	 
	 
	 
	 

	 
	Low % + [(Positive NPV / Total Range in NPVs) * (High % - Low %)]

	Internal Rate of Return
	0.94%
	2% + (0.99 / (0.99 + (- 6.57))) * (8% - 2%)



	Internal Rate of Return (Project B)

	Element
	0
	1
	2
	3
	4
	5
	Total

	Net Cash Flows
	 £ (50.00)
	 £        11.00 
	 £        11.00 
	 £        11.00 
	 £        11.00 
	 £        11.00 
	 £          5.00 

	Discount Factor (DF) 2%
	1
	0.98
	0.961
	0.942
	0.923
	0.905
	 

	Present Value
	(50.00)
	10.78
	10.57
	10.36
	10.15
	9.96
	 £          1.82 

	 
	 
	 
	 
	 
	 
	 
	 

	Net Cash Flows
	(50.00)
	11.00
	11.00
	11.00
	11.00
	11.00
	 £          5.00 

	Discount Factor (DF) 8%
	1
	0.925
	0.857
	0.793
	0.735
	0.680
	 

	Present Value
	(50.00)
	10.18
	9.43
	8.72
	8.09
	7.48
	 £ (6.11)

	 
	 
	 
	 
	 
	 
	 
	 

	 
	Low % + [(Positive NPV / Total Range in NPVs) * (High % - Low %)]

	Internal Rate of Return
	-0.55%
	2% + (1.82 / (1.82 + ( -6.11))) * (8% - 2%)



	Internal Rate of Return (Project C)

	Element
	0
	1
	2
	3
	4
	5
	Total

	Net Cash Flows
	 £ (50.00)
	 £          5.00 
	 £        10.00 
	 £        20.00 
	 £        25.00 
	 £          5.00 
	 £        15.00 

	Discount Factor (DF) 2%
	1
	0.98
	0.961
	0.942
	0.923
	0.905
	 

	Present Value
	(50.00)
	4.90
	9.61
	18.84
	23.08
	4.53
	 £        10.95 

	 
	 
	 
	 
	 
	 
	 
	 

	Net Cash Flows
	(50.00)
	5.00
	10.00
	20.00
	25.00
	5.00
	 £        15.00 

	Discount Factor (DF) 8%
	1
	0.925
	0.857
	0.793
	0.735
	0.680
	 

	Present Value
	(50.00)
	4.63
	8.57
	15.86
	18.38
	3.40
	 £          0.83 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	Low % + [(Positive NPV / Total Range in NPVs) * (High % - Low %)]

	Internal Rate of Return
	7.58%
	2% + (10.95 / (10.95 + 0.83)) * (8% - 2%)




[bookmark: _2pml8fkdii5m][bookmark: _sy9pkrpcov32]

Net Profit Margin	
2021	2022	2023	2024	2025	0.15853899308983219	9.4005095408932565E-2	2.5916647688453656E-2	2.9691698164761603E-2	2.7995872403427699E-2	




Operating Profit Margin	
2021	2022	2023	2024	2025	0.26643632773938797	0.30307284355014819	0.12685037576861763	0.12914977913384035	0.11938624433577101	


Current Ratio	
2021	2022	2023	2024	2025	0.23610121168923734	0.2961418143899896	0.32444598337950137	0.30844881537773805	0.32240853658536583	



Cash Ratio

2021	
Cash Ratio	3.8488952245188883E-2	2022	
Cash Ratio	4.7221808431401759E-2	2023	
Cash Ratio	0.15512465373961218	2024	
Cash Ratio	0.12606168976307555	2025	
Cash Ratio	0.1448170731707317	



Accounts Receivable Turnover	
2021	2022	2023	2024	2025	29.794117647058822	29.521105141980048	31.888162672476398	38.728395061728392	44.356218905472637	




Total Asset Turnover	
2021	2022	2023	2024	2025	0.24398468171198728	0.40193097395065985	0.41857317166170976	0.40741015603257946	0.41884019843656045	




Earning Per Share (EPS)	
2021	2022	2023	2024	2025	8.397385620915033	9.4511238891792981	2.9743857814950339	2.9756743188352881	2.8941143731737857	




Price-to-Earnings (P/E) Ratio	
2021	2022	2023	2024	2025	4.345400062266501	3.4091183628318587	15.606583479789105	23.087203987730064	33.619956730769232	



Operating Cash Flow Ratio	
2021	2022	2023	2024	2025	0.65947968638631504	0.95814092060181733	0.73799630655586335	0.95201907316346301	0.98460365853658538	




Free Cash Flow Ratio	
2021	2022	2023	2024	2025	1.8262586377097729E-2	0.11449071907658712	7.9890685493053976E-2	4.1440867070449472E-2	4.1006774642200192E-2	
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