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[bookmark: _m1sr64hhqexn]Executive Summary
The purpose of the report is to assess the financial performance of Shell plc and consider potential investments for Westward Plc to support decision-making. Shell plc is an FTSE 100-listed, international energy company, and its business operates in an environment that is both capital-intensive and subject to fluctuating energy prices. This report analyses Shell plc Ratio Analysis Shell (plc)’s financial performance over the last two financial years and evaluates its ratios in comparison with industry standards (Guo, 2024). The strong credit quality of Shell plc, with its predictable debt amortisation profile and adequate liquidity are reflected in the ratings; however, profitability and returns to shareholders have weakened slightly. Efficiency ratios also indicate that asset utilisation is under pressure (Kenton, 2024). The report notes that while ratio analysis can be helpful, it is constrained by the availability of historical data and exposure to market conditions outside its control. It is therefore recommended to optimise asset utilisation, enhance the efficient management of working capital, and achieve an appropriate balance between dividend policy and Long-term reinvestment. In the second section of this report, the writer analyses three different investment alternatives for Westward Plc, making use of Discounted Cash Flow methods. Net Present Value (NPV) calculations reveal that all the projects are economically acceptable, of which Project B (internet sales) provides the highest NPV and an Internal Rate of Return (IRR) higher than the cost of capital (Fernando, 2024). When capital is rationed, an optimal combination of investments is suggested that maximises the total NPV. The report ends with a proposal for mixed financing based on retained earnings and long-term debt to promote sustainable growth, taking into account the financial risk.
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[bookmark: _6c8ye93kg9sj]Part 01
1. [bookmark: _ob0v5hh6hyyo]Introduction 
Shell plc is a multinational energy corporation that is listed on the London Stock Exchange and included in the FTSE 100 Index (Yahoo Finance, 2025). The company is involved in the international energy business, the scope of which includes the exploration and production of oil and gas, integrated gas, downstream business, and the development of renewable and low-carbon energy solutions (which continuously increase). The energy sector is very volatile and very capital-intensive, and the output of performance is determined by the dynamics of oil and gas prices, geopolitics, regulatory risks and the move towards cleaner energy globally. These contribute to the financial risk and uncertainty, and therefore financial analysis is very crucial in assessing performance, resiliency and long-term sustainability. The report was commissioned by the directors of Shell plc to assess the financial performance and position of the company in the recent past (Zhou, 2025). The aim of the analysis is to assist informed decision-making of managers and strategies by determining important financial strengths, weaknesses, and trends. Ratio analysis is the key tool that is used in the report. Ratios have been calculated and analysed in five major categories, including profitability, liquidity, efficiency, gearing, and investor ratios. This systematic method allows conducting a coherent evaluation of financial performance and comparison between periods. The analysis is conducted on the basis of the two consecutive financial years, and the data obtained is utilised on the basis of the published annual reports and consolidated financial statements of Shell plc that can be found in the public field. Financial ratios can be used to indicate trends, measure the effectiveness of the operations and also measure the financial stability through the standardisation of the accounting information (CFI Team, 2023). Nonetheless, they should be taken carefully and contextually. This report will continue with the ratio analysis, limitations of the ratio analysis and recommendations to better manage the financial management of Shell plc.

2. [bookmark: _8z2bd7opretj]Financial Ratio Analysis 
1. PROFITABILITY RATIOS
Profitability ratios are used to determine the capacity of a firm to generate profit in comparison to its revenue, assets, and capital used and show how effectively the management transforms business activities into profit (Asiani and Rahayu, 2024).
1. Gross Profit Margin
Formula:

2024:

2023:

In 2024, gross profit margin has improved slightly, and it is now 33.83% compared to the prior 32.76% in 2023, which implies a slight improvement in Shell plc's direct control of direct production costs of the company as compared to its revenue. This could be an indication of better operational efficiency, control of costs, or positive energy prices and refining margins in the year. The growth is, however, not that high, and it might be, to a large extent, because of the external market situations and not solely because of internal performance. Also, the gross profit margin does not cover operating and financing expenses, making it only useful when used in isolation (Maverick, 2019). Hence, it must be viewed in conjunction with other profitability and efficiency ratios to have a balanced review.
2. Operating Profit Margin
Formula:

2024:

2023:

Operating profit margin went up a little, as it was 10.30% operating profit margin in 2023 before it improved to 10.52% in 2024, indicating a slight improvement in the operational efficiency and cost control beyond direct production costs at Shell plc (Shell PLC, 2025). This could be associated with the stricter control of operating costs and the performance in the business segments that had higher margins. The improvement is, however, not much and likely to be short-lived, considering the fluctuations in the energy markets as well as increasing operating expenses. Moreover, operating margin fails to capture the financing and taxation effects and thus limits its applicability to measure overall profitability.
3. Net Profit Margin
Formula:

2024:

2023:

This was a drop in net profit margin, which was 6.20% in 2023 and 5.81% in 2024, showing that Shell plc's overall profitability has decreased even though operating performance is intact (AInvest, 2023). Such a reduction can be explained by increases in taxation, the cost of financing or even special expenses in the current year. It is also an indication of the impact of decreased net income in comparison with revenue. The net profit margin is vulnerable to non-operating elements and accounting modifications, thus undermining comparability. Thus, the alteration of this ratio must be evaluated together with the operating profitability and cost structure trends.
4. Return on Assets (ROA)
Formula:

2024:

2023:

The ROA decreased to 4.26% in 2024 as compared to 4.83% in 2023, which means that Shell plc realised less profit on the asset base in 2024 than in 2023 (CFI , 2022). This could be as a result of the low net income as compared to the relatively high total asset which represents the capital-intensive nature of the energy sector. The fall is an indication of inefficient usage of assets. Nevertheless, large non-current assets and accounting valuations may misrepresent ROA, and it is therefore not suitable for comparing performance across time periods in asset-intensive industries (Chidimma Umeaduma, 2020).
5. Return on Equity (ROE)
Formula:

2024:

2023:

Compared to 2023, which had 10.37% Return on Equity, 2024 yielded 9.03%, showing that there was a decrease in yields to shareholders. The decline is mainly caused by decreased profit that can be attributed to the shareholders in the year 2024, even though the equity base is relatively stable (Fernando, 2021). The decline implies low shareholder value generation at the time. Changes in capital structure and share buybacks, however, can affect ROE and can distort underlying performance. Hence, ROE is supposed to be seen in association with profitability and gearing ratios to be able to evaluate it.
6. Return on Capital Employed (ROCE)
Formula:

2024:

2023:

The ROC Employed 10.49% in 2023, decreased slightly in 2024 to 10.01%, indicating a slight decrease in the efficiency of Shell plc in generating operational profit out of capital employed (Hayes, 2022). This can indicate reduced operating profit as well as a quite stable capital base. The fall is minimal, but it indicates strain on returns in an environment that is capital-intensive. Though ROCE is also vulnerable to asset valuations and change of capital structure, which could restrict comparability over time, especially when fixed asset investments are high in the industry.
2. LIQUIDITY RATIOS
Liquidity ratios determine the capacity of a business entity to fulfil its short-term liabilities as they become due, and as such, they show the sufficiency of current assets to settle current liabilities (CFI, 2020).
7. Current Ratio
Formula:

2024:

2023:

Current ratio has dropped to 1.33 in 2024 as compared to 1.40 in 2023, which portrays a very slight diminishing of the short-term liquidity stance of Shell plc (Finbox, 2025). This indicates that the company is slightly lacking in the current assets that it can use to settle its current liabilities. The depreciation can either be a result of lower cash balances or increased short-term obligations. But the ratio is high above 1, meaning that liquidity is sufficient. However, the current ratio does not evaluate the quality or liquidity of individual assets, which makes it a weak measure on its own.
8. Quick Ratio
Formula:

2024:

2023:

The quick ratio has decreased a bit in 2023 to 1.13 and in 2024 to 1.07, showing that Shell plc has slightly less capacity to cover its short-term liabilities without selling its inventory (CFI Team, 2015). This implies more strain on liquid resources like cash and debtors. Nevertheless, the ratio is still over 1, which indicates a relatively healthy liquidity position. Since Shell has this type of operation, inventories could not be realisable in the short term, and therefore, the quick ratio is more applicable compared to the current ratio, despite the fact that it still does not take into account the timing of cash flows.
9. Net Working Capital
Formula:

2024:

2023:

In 2023, the net working capital was reduced to $38,004 million and in 2024, it was reduced to $29,238 million, which means that the company is less financially flexible in a short-term perspective (Fernando, 2025). It is possible that this reduction is an increase in the current liabilities or a decrease in current assets, which would raise the liquidity risk. Nonetheless, the positive balance indicates that Shell plc is still capable of addressing the short-term requirements. The net working capital is not relevant to the efficiency of the cash flow or the timing of the cash flow; thus, it cannot be of much help in the absence of the liquidity and efficiency ratios.
3. GEARING / SOLVENCY RATIOS
Gearing ratios are used to assess how a company is being funded by debt as opposed to equity, the amount of financial risk and the ability to remain solvent in the long term (Corporate Finance Institute, 2022).
10. Debt to Equity Ratio
Formula:

2024:

2023:

The debt-to-equity ratio has been stable at 0.43 in 2023 and 2024, meaning that Shell plc had a stable capital structure during the time (Schoenmaker and Schramade, 2023). The stability indicates equal financing between debt and equity minimizing the risk of capital. The ratio, however, does not indicate the cost of debt or the ability to repay, which narrows its application when measured against one another.
11. Interest Coverage Ratio
Formula:

2024:

2023:

The coverage of interest decreased from 6.98 times in 2023 to 6.25 times in 2024, indicating that the company is less likely to meet its interest payments using operating profit (Hayes, 2020). This can be attributed to the reduction of EBIT or an increase in interest costs. Even though the coverage is high, the declining trend demonstrates the heightened exposure to earnings volatility, especially in the swirling energy markets.
12. Debt Ratio
Formula:

2024:

2023:

The debt ratio was generally steady with a slight upward change of 53.64 in 2023 to 53.52 in 2024, and this has shown that more than half of the assets of Shell plc are financed by liabilities (Hayes, 2024). Although this is the normal level in capital-intensive industries, it exposes the company to more financial risk when there is a downturn. The debt maturity and debt repayment structure are also not considered in the ratio.
4. EFFICIENCY RATIOS
Efficiency ratios analyse the proportionate use of assets by a company as well as working capital to produce revenue and the management of operating resources (Rashid, 2021).
13. Inventory Turnover (Days)
Formula:

2024:

2023:

The inventory turnover days went up by a small margin of 44.61 days in 2023 to 45.45 days in 2024, which reflects slightly slower inventory movement (Fernando, 2019). This could be due to a lower demand, an increase in stock holding as a result of supply chain planning, or fluctuation in the energy product prices. The reduction in change is minimal, but due to the long-term storage of inventory, the risk of storage and obsolescence can be taken up. Nevertheless, the levels of inventory in the energy industry are usually affected by the strategic and operational aspects.

14. Receivables Turnover (Days)
Formula:

2024:

2023:

The days outstanding received increased to 61.41 days in 2023, whereas in 2024, it rose to 58.88 days, indicating better management control and increased speed in collecting from the customer. This enhancement can be attributed to the tightening of credit policy or a better policy of customer payments. Rapid collections increase cash flow and liquidity (Wallace, 2024). Nonetheless, receivables turnover does not take into account the credit quality of customers or bad debts, which can restrict its performance as an independent metric.
15. Payables Turnover (Days)
Formula:

2024:

2023:

Payables days also went slightly higher in 2023 by 117.00 days, to 117.76 days in 2024, which means that Shell plc was slightly slow in paying suppliers (Hayes, 2021). This could indicate a better working capital management through the source of financing, supplier credit. Although this helps to maintain liquidity, delays that are so high will create a strained relationship between suppliers. The ratio also fails to indicate negotiated payment terms, which reduces its interpretation.
16. Asset Turnover
Formula:

2024:

2023:

The asset turnover decreased by 0.78 in 2023 to 0.73 in 2024, and this shows that it is less efficient in utilising total assets to provide revenue. This could be attributed to the low revenue and high asset base, which is a characteristic of the energy industry, which is capital-intensive. Reduced asset turnover implies that assets are not utilised. Nonetheless, long-term investments, as opposed to short-term ones, do not produce immediate revenues, which limits the short-term comparability (Schmidt, 2025).
17. Fixed Asset Turnover
Formula:

2024:

2023:

The turnover of fixed assets dropped to 1.54 in 2024 as compared to 1.63 in 2023, which means that Shell plc earned less money on every dollar spent on property, plant, and equipment (Kenton, 2023). This can be due to low sales or new assets that are yet to work to their full capacity. Although decline reflects reduced efficiency, fixed asset turnover is affected by the age and method of valuing the assets, which may create a comparison of the year-on-year results.


5. INVESTOR RATIOS
Investor ratios indicate returns to the shareholders and market confidence since they correlate the performance of the company with the share price, earnings, and dividend payments (Sant, 2013).
18. Earnings Per Share (EPS)
EPS – Basic
Formula:

2024 = 2.55
2023 = 2.88
EPS – Diluted
Formula:

2024 = 2.53
2023 = 2.85
The profitability of the company in terms of shareholders has decreased as earnings per share went down to 2.55 in 2024 compared to 2.88 in 2023. This decline is due to the decreased net income in the period, although the revenue generation had remained the same (Beers, 2021). Decreased investor trust can be caused by a declining EPS. Nevertheless, share buybacks and accounting accruals can potentially affect EPS as a solitary measure of shareholder value.
19. Price–Earnings Ratio (P/E)
Formula:

2024:

2023:

The P/E ratio improved in 2023 to 22.85, and in 2024 it reached 24.57, which implies that investors were ready to pay a higher price per dollar of earnings even when there is lower profitability (Abdelhalim et al., 2024). This can be a sign of optimism in the future, high confidence in the market, or recovery in earnings. But the increased P/E may be a sign of overvaluation, especially when the earnings growth fails.
20. Dividend Yield
Formula:

2024:

2023:

Dividend yield was maintained at about 2% in the two years, which shows stable shareholder returns despite declining earnings (Gwilym, Morgan and Thomas, 2000). This steadiness indicates a good dividend policy and management focus on shareholder value. Maintaining dividends through declining profitability, however, can be straining on future cash flows, as it places financial constraints on financial flexibility in the event of further deteriorating earnings.


3. [bookmark: _n6srkvhq64i3] Limitations of Ratio Analysis
Ratio analysis is an effective tool for analysing financial performance, but it has a number of limitations. Ratios are computed on past financial information, and thus, they might not depict the present or future business situations (CFI Team, 2025). Accounting policies and estimates also affect them and may decrease cross-period and cross-firm comparability. Besides that, ratios do not take into account non-financial aspects of the market, the quality of management, or operational risks. Ratio results can also be further distorted by elements outside the company such as inflation and industry volatility. In addition, ratio analysis does not take into consideration the timing of cash flows and performance qualifications. This means that ratios are to be regarded with caution and used together with other financial and strategic analyses.
4. [bookmark: _mup8vwv37tj]Recommendations to Improve Financial Management
Based on the ratio analysis, Shell plc should prioritise improving asset utilisation with a view to improving Shell Plc’s overall profitability.
· Enhance the use of assets to optimise the revenue obtained on the available property, plant and equipment in order to increase profitability and profit of capital invested (Tiara Setra Linuhung and Elis Mediawati, 2023).
· Boost working capital management, especially by improving inventory management and accelerating receivables to enhance liquidity and cash flow.
· Keep a wise debt management by keeping track of borrowing patterns and interest coverages to lessen the financial risk during times of earnings uncertainty.
· Strikes the right balance between dividend disbursement and reinvestment in such a manner that the company will remain financially sustainable in the long term and maintain the confidence of the shareholders in it (Seth and Mahenthiran, 2022).
· Improve financial decisions- supplement ratio analysis with cash flow analysis and non-financial performance indicators in order to have a better picture of the performance.


[bookmark: _ubz7zf57p5wt]Part 02
To: The Board of Directors, Westward Plc
From: Finance & Strategy Advisory Team
Subject: Evaluation of Investment Options for Business Expansion
[bookmark: _4iqqa1d6dy8r]1.0 Executive Summary
This report considers three investment opportunities that were identified by the Board, namely: (A) extension of retail outlets, (B) development of internet sales and (C) manufacturing of wooden and Roman blinds by applying the net present value (NPV) analysis with the cost of capital at 6%. Project C is the best project because it has a high NPV of £749,100, whilst the other two projects have positive NPVs. It has an internal rate of return (IRR) of about 20, which is very high compared to the cost of capital. When there is a constraint of funds of £2.5 million, and projects can be split, then the best investment policy will be to undertake 100% of Project C, and 100% of Project A, with a total NPV of £1,319,100. The report also explains the theoretical superiority of NPV, future use of non-discounting methods, and other strategic considerations. Lastly, the financing sources are evaluated, and it is recommended that a combined solution should be the use of retained earnings and long-term debt.
[bookmark: _6bl1bqcbwrbk]2.0 Introduction
Westward Plc is looking at three options of expansion in a period of four years that would require an initial investment of various proportions and produce different cash flows. This report gives a financial analysis of the discounted cash flow methods, a suggestion and appeals to wider aspects of decision making.
[bookmark: _41wbh0vr2w23]3.0 Financial Evaluation of Investment Options
[bookmark: _auq5b9ah40dh]3.1 Data and Assumptions
· Initial investments:
· A: £600,000
· B: £1,000,000
· C: £1,600,000
· Pre-tax cash flows as provided.
· Corporation tax: 25%
· Capital allowances: 20% straight line (i.e., written down over 5 years)
· Cost of capital: 6%
· All cash flows occur at year-end.
· Tax is paid in the year it arises.
Capital allowances calculation (per year for each project):
· Annual allowance = 20% × initial investment
· Tax saving = 25% × annual allowance
Calculation of Discount Factors:
DF1 = 1/1.06 = 0.943396
DF2 = 1/1.06² = 0.889996
DF3 = 1/1.06³ = 0.839619
DF4 = 1/1.06⁴ = 0.792094
[bookmark: _yqrfrrzg2oa]3.2 Project A NPV Calculation
Initial investment: £600,000
Capital allowance tax savings per year:

(Only years 1–4 are within project life; year 5’s tax effect is ignored for simplicity in this appraisal, as it falls beyond the 4-year horizon.)
Post-tax cash flows (£’000):
	Year
	Pre-tax CF
	Tax on CF @25%
	CA Tax Saving
	Net CF after tax

	1
	200
	-50
	+30
	180

	2
	400
	-100
	+30
	330

	3
	500
	-125
	+30
	405

	4
	700
	-175
	+30
	555


Discount factors @ 6%:
Year 1: 0.9434
Year 2: 0.8900
Year 3: 0.8396
Year 4: 0.7921
Present values:
Year 1: 180 × 0.9434 = 169.8
Year 2: 330 × 0.8900 = 293.7
Year 3: 405 × 0.8396 = 340.0
Year 4: 555 × 0.7921 = 439.6
Total PV of inflows:
169.8 + 293.7 + 340.0 + 439.6 = £1,243,100
NPV = PV inflows − Initial investment
NPV(A) = 1,243,100 − 600,000 = £643,100
[bookmark: _eqbar9z7c4d8]3.3 Project B NPV Calculation
Initial investment: £1,000,000
Capital allowance tax saving:
Annual allowance = 20% × 1,000,000 = £200,000
Tax saving = 25% × 200,000 = £50,000 per year
Post-tax cash flows (£’000):
	Year
	Pre-tax CF
	Tax on CF
	CA Tax Saving
	Net CF

	1
	400
	-100
	+50
	350

	2
	450
	-112.5
	+50
	387.5

	3
	720
	-180
	+50
	590

	4
	980
	-245
	+50
	785



Present values:
Year 1: 350 × 0.9434 = 330.2
Year 2: 387.5 × 0.8900 = 344.9
Year 3: 590 × 0.8396 = 495.4
Year 4: 785 × 0.7921 = 621.8
Total PV inflows:
330.2 + 344.9 + 495.4 + 621.8 = £1,792,300
NPV(B) = 1,792,300 − 1,000,000 = £792,300
[bookmark: _g7z703yyiz6y]3.4 Project C NPV Calculation
Initial investment: £1,600,000
Capital allowance tax saving:
Annual allowance = 20% × 1,600,000 = £320,000
Tax saving = 25% × 320,000 = £80,000 per year
Post-tax cash flows (£’000):
	Year
	Pre-tax Cash Flow
	Tax on Cash Flow (25%)
	Capital Allowance Tax Saving
	Net Cash Flow

	1
	450
	−112.5
	+80
	417.5

	2
	700
	−175.0
	+80
	605.0

	3
	900
	−225.0
	+80
	755.0

	4
	1200
	−300.0
	+80
	980.0



Present values:
Year 1: 417.5 × 0.9434 = 393.9
Year 2: 605 × 0.8900 = 538.5
Year 3: 755 × 0.8396 = 633.9
Year 4: 980 × 0.7921 = 776.3
Total PV inflows:
393.9 + 538.5 + 633.9 + 776.3 = £2,342,600
NPV(C) = 2,342,600 − 1,600,000 = £742,600
Summary and Recommendation
	Project
	Initial Investment (£)
	Net Present Value (NPV) (£)

	A
	600,000
	643,100

	B
	1,000,000
	792,300

	C
	1,600,000
	742,600



[bookmark: _tdcsbmvngxqw]3.4 Approximate IRR for Project B
Now, it is required to find the discount rate (r) where NPV(B) = 0.
Step 1: We already have NPV at 6% = +£792,300.
Step 2: Choose a higher rate to get a negative NPV. Let's try 33%.
Discount Factors @ 33%:
DF1 = 1/1.33 = 0.7519
DF2 = 1/1.33² = 0.5654
DF3 = 1/1.33³ = 0.4251
DF4 = 1/1.33⁴ = 0.3197
Calculate PV @33%:
· Y1: £350,000 × 0.7519 = £263,165
· Y2: £387,500 × 0.5654 = £219,093
· Y3: £590,000 × 0.4251 = £250,809
· Y4: £785,000 × 0.3197 = £250,965
· Total PV @33% = £984,032
· NPV @33% = £984,032 - £1,000,000 = -£16,118.7 (Negative)

Discount Factors @ 32%:
Y1: 0.7576, Y2: 0.5739, Y3: 0.4348, Y4: 0.3294.
Calculate PV @32%:
· Y1: £350,000 × 0.7576 = £265,160
· Y2: £387,500 × 0.5739 = £222,386
· Y3: £590,000 × 0.4348 = £256,532
· Y4: £785,000 × 0.3294 = £258,579
· Total PV @32% = £1,002,657
· NPV @32% = £1,002,657 - £1,000,000 = +£2,657 (Positive)
Step 4: Interpolate between 32% and 33%.

IRR ≈ 32.14%
The approximate Internal Rate of Return (IRR) for Project B is 32%.
OPTIMAL INVESTMENT POLICY UNDER CAPITAL RATIONING (£2.5m)
Given that projects are divisible, the optimal policy is to allocate the limited capital to maximise the total NPV per pound invested. This is done using the Profitability Index (PI).
Profitability Index (PI) = NPV / Initial Investment
1. Calculate PI for each project:
· PI(A) = £643,100 / £600,000 = 1.072
· PI(B) = £792,300 / £1,000,000 = 0.792
· PI(C) = £742,600 / £1,600,000 = 0.464
2. Rank projects in descending order of PI:
1. Project A (PI = 1.072)
2. Project B (PI = 0.792)
3. Project C (PI = 0.464)
3. Allocate the £2,500,000 capital:
· Step 1: Invest fully in Project A. Cost: £600,000. NPV secured: £643,100. Remaining funds: £1,900,000.
· Step 2: Invest fully in Project B. Cost: £1,000,000. NPV secured: £792,300. Remaining funds: £900,000.
· Step 3: Allocate remaining funds to the next project on the list, Project C.
· Funds available: £900,000.
· Total cost of Project C: £1,600,000.
· Therefore, we can undertake a fraction: £900,000 / £1,600,000 = 0.5625 (or 56.25%) of Project C.
· The NPV from this fraction = 0.5625 x £742,600 = £417,712.50.
4. Optimal Investment Policy and Total NPV:
· Undertake 100% of Project A.
· Undertake 100% of Project B.
· Undertake 56.25% of Project C.
· Total Investment = £600,000 + £1,000,000 + £900,000 = £2,500,000.
· Resulting Total NPV = £643,100 + £792,300 + £417,712.50 = £1,853,112.50.
This combination utilises the entire budget and generates the highest possible total NPV from the available opportunities.
[bookmark: _ecikuilygq3x]3.5 Management Interpretation 
Reasons why Net Present Value (NPV) is the Appraisal of Choice: The most theoretically sound capital appraisal method is the Net Present Value (NPV) because of the following reasons: 
· Shareholder Wealth Maximisation: The positive NPV shows that a project creates value by incurring all costs, including the cost of capital, hence directly increasing the shareholder wealth (TETTEY, 2020). The choice of the project, which accepts the highest NPV (Project B), is in line with this purpose. 
· Time Value of Money: NPV discounts accurately future cash flows because it appreciates the fact that money today is more important than money tomorrow (Vyasan, 2024). 
· Risk Adjustment: The discount rate will indicate the risk profile of the project, and only those projects that provide returns that are above the required rate are accepted. 
· Full Cash Flow Protection: NPV uses all the appropriate incremental cash flows throughout the period of the project, including tax, instead of using accounting profits (Arnaboldi, 2015). 
· Clarity of Ranking of mutually exclusive Projects: NPV is a clear-cut method of making decisions when projects are different in magnitude. Project B is the best choice because it has a higher NPV (£792,300) and it does not have conflicts like when using other techniques, like the IRR.
Why Managers Still Use Non-Discounting Methods: Though NPV is the best, other techniques like Payback are still common because of:
· Ease of calculation and expression: Not requiring financial expertise.
· Liquidity Emphasis: Focuses on the speed of cash recovery, which is an essential concern in unpredictable conditions (Oyetola Oyelakun et al., 2025).
· Risk Reduction: The shorter payback period will minimize the exposure to long-term uncertainty.
· Applicable Screening Tool: Applicable to small, routine or short-term investment decisions.
Additional Factors Before Approving Project B: In addition to NPV the Board ought to take into account: 
· Strategic Fit: Strategic fit with the long-term strategy of Westward and cannibalisation of the current sales. 
· Risk Sensitivity: Influence of variations in sales volumes, costs and discount rates on the viability of the project (Lu et al., 2018). 
· Operational Capability: Accessibility to digital, IT, and logistics knowledge. Competitive Response:  Potential responses of competitors in the online markets. 
· Real Options: The ability to expand, defer or abandon the project in case of changes in the conditions.
[bookmark: _siw1s5a7azrm]3.6 Conclusion and funding Recommendation.
Through the analysis, it is advised that the investment programme to go ahead. In a single project scenario, Project B (Internet Sales) has the best NPV (£792k). Assuming that the constraint of the budget is fixed at £2.5m, the best policy is to go with the full implementation of Projects A and B and 56.25% of Project C, giving a net NPV of about £1.85m.
Financing the Programme:
Considering the magnitude of the investment (up to £2.5m), a combination of sources should be used to ensure a balance between the cost, risk, and flexibility.
Retained Earnings: 
Benefits: The major benefit includes no costs to pay in terms of costs, no dilution of ownership or control, no compulsory interest payments, and indicate good financial health (Dahmash et al., 2023).
Cons: Low availability. All retained earnings can be used, limiting flexibility to other opportunities or dividend payments, which can disappoint shareholders.
Bank Debt (Term Loan or Mortgage):
Pros: Interest is tax-deductible, which generates a beneficial tax shield. It does not dilute ownership. Financial discipline can be imposed through debt financing (Kagan, 2019).
Weaknesses: It raises the financial risk and gearing. Makes frequent interest and capital payments, which bind the cash flows of the future. Lenders can make business operations subject to restrictive covenants. The access is determined by creditworthiness and current debts.
Finance Lease (of assets):
Merits: Saves the initial cash outlay since there is no huge amount of cash that is required as the initial payment (S.M. Ikhtiar Alam, 2021). The payments are usually fully tax allowable. Offers a counter to the deterioration of assets in case the lease is brief.
Drawbacks: The lessee is not a direct owner of the asset and cannot enjoy the residual value of the asset. It may be costlier than a straight purchase in the long run. It is an off-balance-sheet form of finance, which nevertheless constitutes a fixed obligation.
Equity Issue (New Share Issue):
Benefits: Permanent capital injection that is not repayable. Enhances the balance sheet and decreases gearing, which enhances future debt capacity.
Cons: Dilutes current ownership and control. Dividend paid cannot be deducted against taxes. Costs on issues (underwriting, legal expenses) are high. It can be viewed as a message of share overvaluation (CFI Team, 2024).
Westward Plc should be advised to:
The investments have good NPVs, which have made the investments likely to yield returns that exceed the cost of capital. The sensible financing plan would be to invest a small part of the retained earnings to indicate confidence and reduce the cost, with the assistance of medium-term bank debt (Ngoc, Nguyen and Pham, 2023). This is to take advantage of the taxation on the debt and maintain the gearing to manageable levels. In case the assets to project C are a massive part, there should be leasing of that particular part. Equity issue is not advisable because it is a costly source of capital in terms of expectation and dilution by existing investors.
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The accompanying notes are an integraf part of these consolidated financial statements.
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