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[bookmark: _Toc202268829]Executive Summary
Financial analysis of Marks & Spencer (M&S) and Jordons’ PLC. Marks & Spencer was established in 1884 in Leeds by Michael Marks (a Polish immigrant) and Thomas Spencer, M&S began as a “Penny Bazaar”. By 1901, its first permanent store opened in Manchester, later expanding nationwide and introducing the “St Michael” brand in 1928.
The company diversified into textiles (1926) and food (1931), pioneering packaged sandwiches in 1980. Later milestones included the launch of M&S Bank in 1985 and the 2007 joint venture with Ocado for online grocery delivery. Having curtailed expansion, M&S announced plans in 2018 and 2021 to close multiple stores, shifting towards 180 full-line and 420 food-focused stores by 2024, while enhancing its online platform via Ocado. Today, M&S operates across three main segments — Clothing & Home, Food, and Financial Services. It has approximately 1,000 UK outlets, along with international presence, including the flagship Oxford Street “Pantheon” store. 
The M&S “Plan A” initiative (launched in 2007) emphasizes eco-friendly practices, from recycled-school wear to carbon-neutral store designs such as Cheshire Oaks flagship. The 2020 Ocado partnership marked a key step in expanding online grocery capabilities. Recent pilot stores, like the standalone clothing only outlet at Battersea Power Station, testify to evolving customer engagement strategies. Operating profit declined from£714.2m (2024)to£624.3m (2025), a reduction of approx.12.6%.Net profit dropped more sharply, from £425.2mto£291.9m, a 31.3%decreaseBasic EPSfell from21.9p to 14.6p, down around33%, reflecting the lower statutory earnings .The fall-off in statutory profits is largely attributable to a£248.5m non-cash impairment related to the Ocado JV and significant cyber-related costs—both one-offs. On an adjusted basis, M&S’s core operating profit actually rose by ~17% year‑on‑year. 
Jordons Plc, produce a variety of high quality internal wooden window blinds. Its discounted-cash-flow appraisal at a 6 % cost of capital shows that Option B (on-line sales expansion) delivers the highest net present value (£0.92 m) and the best internal rate of return (~36 %) after tax and capital-allowance benefits. Under a £2 m capital ceiling, the optimal divisible mix is to undertake Option B in full, Option A in full, and one-quarter of Option C, giving a combined NPV of c. £1.64 m. NPV is preferred because it measures absolute wealth creation and properly recognizes the time value of money. Nevertheless, pay-back and other non-discounting rules persist in practice because they are simple and data-light. Before committing, the Board should weigh strategic fit, execution risk and financing capacity; a blend of retained earnings, medium-term bank debt and possibly asset-backed leasing gives a balanced funding structure.
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[bookmark: _Toc202268830]Introduction
Marks & Spencer plc (“M&S”) traces its origins to the pioneering penny bazaars founded by Michael Marks and Thomas Spencer in Leeds in 1884. Over nearly 140 years, M&S has grown into a leading FTSE 100 multinational retailer—renowned for its diverse portfolio spanning clothing, beauty, home furnishings, and food and beverages (M&S, 2025). The firm pioneered innovations such as the first packaged sandwiches in British supermarkets (1980) and the launch of high-margin branded food products in the late 2000s (M&S, 2025). More recently, M&S has navigated significant strategic shifts— including major store closures, joint ventures (notably with Ocado), and leadership changes—to reposition itself as a modern, omnichannel retailer. Financially, M&S has displayed resilience amid evolving market conditions. While its profitability metrics—including gross and net margins, return on assets and equity—have experienced modest declines from 2024 to 2025, the company has also strengthened its liquidity and slightly reduced financial leverage. Despite a dipped price–earnings ratio, shareholding and incentive structures remain robust, and the company continues to champion diversity, equity, and inclusion—evidenced by a narrowing gender pay gap and strong female representation across senior roles (M&S, 2025). This report provides a holistic analysis of M&S’s performance and strategic trajectory—integrating historical context, recent financial trends, governance, and social responsibility metrics—with the goal of informing investment decisions and guiding forward-looking operational strategy. 
This report presents a discounted cash flow (DCF) appraisal of three investment options under a £2 million capital constraint, assuming a 6% cost of capital. The analysis reveals that Option B (online sales expansion) offers the highest value, with a net present value (NPV) of approximately £0.92 million—achieved after accounting for tax impacts and capital allowance benefits—and an impressive internal rate of return (IRR) of ~36% using linear interpolation between 30% (positive NPV) and 40% (negative NPV) estimates, far exceeding the hurdle rate. Under a £2 million investment ceiling, the optimal deployment involves fully funding Options B and A, alongside a 25% partial investment in Option C, yielding a combined NPV of around £1.64 million. The preference for NPV stems from its capacity to measure absolute wealth creationand to incorporate the time value of money, aligning with shareholder value maximization principles.While non-discounting metrics like Payback persist due to their simplicity and low data requirements, NPV remains the superior evaluation tool for capital budgeting decisions. Before proceeding, the Board should assess strategic fit, execution risk, and financing capacity. A balanced funding mix—spanning retained earnings, medium-term bank debt, and potentially asset-backed leasing—is recommended to maintain operational flexibility and financial resilience. Subsequent sections will detail cash-flow assumptions (including tax and straight-line capital allowances), IRR calculation methodology, strategic rationale, financing options, and post-investment performance benchmarks.
[bookmark: _Toc202268831]Part 1: Critical Evaluation of Ratios
[bookmark: _Toc202268832]Profitability Ratios
A profitability ratio is a financial metric that evaluates a company's ability to generate earnings relative to its revenue, operating costs, assets, or shareholders' equity during a given period. These ratios reveal how efficiently a business transforms revenue into profit and returns for investors (Drury, 2018). For M&S group PLC, Gross Profit fell from 5.48% (2024) to 4.52% (2025), Net Profit dropped from 3.26% to 2.11%, ROA from 4.90% to 3.31%, and ROE from 15.02% to 9.89% (Damodaran, 2015; M&S, 2025). Possible causes behind this are, decline is linked to a significant non-cash £248.5m Ocado impairment, elevated delivery costs, and impacts of the cyber-attack. Operating margin improved YoY before these items—Morningstar notes a 17.4% jump in operating profit before adjustments. One-off adjustments distort trend analysis. Comparison across firms should control for accounting policies and non-recurring items.
[bookmark: _Toc202268833]Liquidity Ratios
A liquidity ratio measures a company’s ability to meet its short-term financial obligations using assets that can be quickly converted into cash. It offers insight into the firm's immediate financial health and operational agility (Mclaney and Atrill, 2020). Liquidity ratios gauge a firm's capacity to meet its immediate obligations, playing a critical role in financial stability. For sound capital management, these should be analyzed alongside other metrics like solvency and profitability, benchmarked appropriately, and viewed as part of a dynamic, year-round financial strategy (Ehrhardt and Brigham, 2019). Current Ratio improved slightly (2024: ~0.856 → 2025: ~0.865). According to Guru Focus, it stood at ~0.87 in Mar 2025—well below the retail sector average (~1.5). Where quick & cash Ratios fell (~55% → ~45% and 40.7% → 31.1%) indicating a higher reliance on inventory and diminished cash reserves. Slack liquidity increases vulnerability to supply disruptions—demonstrated by the cyber-attacks impact on online trading and payment systems. Although these ratios reflect point-in-time snapshots; seasonality or receivables/payables timing may skew the picture.

[bookmark: _Toc202268834]Gearing Ratios
Gearing ratios assess the extent to which a company is financed by debt versus equity—essentially indicating its financial leverage (Brealey, Myers and Allen, 2020). A typical example is the debt-to-equity ratio, which shows how much debt exists for each unit of shareholders' equity.Debt/Equity, Debt/Capital, and Debt/Assets all declined—reflecting a modest reduction in leverage (D/E from 206.8% to 198.9%) and lower reliance on debt financing (Fridson and Alvarez, 2022).
Positive signs: Strengthened balance sheet through improved free cash flow (£349m) and lower net debt (£1.79bn vs previous STR). Morningstar confirms robust cost savings (£120m) boosting free cash flow and debt pay down. Maintaining high leverage remains a structural risk; sector norms for debt differ and require benchmarking
[bookmark: _Toc202268835]Investor Ratio
Investor ratios—also called valuation or market ratios—are financial metrics used by equity investors and analysts to assess a company’s ability to generate returns for shareholders, given the risks involved (Damodaran, 2015). These ratios establish per‑share measures of earnings, dividends, book value, and cash flow, often in relation to current share price. P/E Ratio dropped from 9.70x (2024) to 9.12x (2025). Trading above FTSE retail peers but below high-growth names. FT notes elevated valuations (14.1x, still high compared to Next) and cautions investors amid cyber uncertainty (Grant, 2021). The situation states that, lower earnings yield partly due to market reaction to cyber-attack and potential regulatory fines, though the underlying story remains intact if management stabilizes.
[bookmark: _Toc202268836]Limitations of Ratio Analysis
Profitability ratios reflect historical performance only and may not predict future results. Vary significantly across industries, making cross-sector comparisons unreliable which are subject to accounting manipulation, such as asset revaluation or timing of expenses. Provide limited insight into drivers—they show what happened, not why (e.g. margin shifts, one-offs). Liquidity Ratios
represent only a snapshot in time, potentially overlooking quarterly cash flow fluctuations distorted by illiquid inventory, inflating the perceived liquidity. These can conceal seasonal fluctuations in working capital needs affected by accounting policies, such as changes in asset classification (Graham and Harvey, 2021).  Gearing Ratios must be interpreted in industry context, as capital-intensive firms normally carry more debt and provide only a static view of debt, ignoring future financing or refinancing risks. These ratios often exclude off-balance-sheet liabilities, such as leases or guarantees which can be skewed by accounting changes, like depreciation method adjustments or asset revaluations. Investor Ratios are volatile, fluctuating with share price movements, not solely fundamentals distorted by non-recurring items or earnings manipulation. These often ignore intangibles, with metrics like P/B undervaluing brands or intellectual property depending on forecasts (e.g. PEG), which are inherently uncertain. 
· One‑off distortions: Cyber-attack losses, cyber insurance claims, and Ocado impairment skew both profitability and liquidity assessments.
· Time‑point sensitivity: Ratios fluctuate with period end balances; intra‑year positions may be stronger.
· No context on operational efficiency: Lacks detail on regional performance differences or segment dynamics.
· Non‑financial risk blind spots: IT security, supply‑chain resilience, and regulatory exposures aren’t reflected.
[bookmark: _Toc202268837]Key Strategies to Boost
Profitability: Optimize pricing using approaches like value-based, tiered ("Good–Better–Best"), or dynamic pricing—allowing to charge more for premium value and upsell/cross-sell to elevate average order value and deepen customer engagement. Expanding product lines or enter new markets, and diversify into complementary or subscription-based offerings for steady revenue streams and negotiate with suppliers for better deals and consider strategic outsourcing to control overheads (Kieso and Weygandt, 2022). To improve profitability it requires to improve inventory management—implement just-in-time systems, demand forecasting, and reduce obsolete stock. Process automation with technology (AI, analytics, ERP) to streamline workflows and reduce labor inefficiencies will help to boost customer retention through loyalty programs, personalized experiences, and excellent service—reducing acquisition costs. Gather and act on feedback to align product/service improvements with customer preferences, enhancing loyalty and profitability will play a vital role (Mclaney and Atrill, 2020). Also analyzing product-level profits and prioritize high-margin SKUs—discontinuing or repositioning low-performing items and streamline offerings to reduce complexity, concentrate resources on profitable segments, and improve margin performance. Beside these employee training and incentives can boost productivity and drive innovation—reducing turnover costs and increasing efficiency can increase profitability. Finally, fostering innovation and incentives, encouraging teams to identify process improvements and customer value enhancements will accelerate profitability. Those stages will help to ensure use of analytics and dashboard tools (e.g., Power BI) to track margins, customer purchases, and product profitability. Adopt digital transformation (AI, machine learning) to forecast demand, optimize production, and reduce waste (Palepu et al., 2018a).
Liquidity: Liquidity shouldn't be viewed in isolation—it needs to be balanced with profitability and investment. Ratios above 1 are healthier, but too much idle cash can compromise growth actually. This means, aim for ratios near or above ~1.2 while optimizing working capital efficiency positions a firm to meet short-term needs, support retail growth, and stay agile year-round. Tight credit terms, invoice as soon as work completes, and offer small early-payment discounts have a positive impact on liquidity which will consider factoring or invoice discounting to quickly convert receivables into cash. Specially, renegotiate payment terms with suppliers to delay outflows and keep cash longer to identify slow-moving inventory, then liquidate excess stock—via promotions or discount clearance—to free up cash to expand it. Implementation of just-in-time inventory and better demand forecasting to keep costs down and reducing Days Inventory Outstanding (DIO) to dispose of idle equipment or non-core assets to immediately bolsters cash reserves. It can be considered as refinance or restructure payday-oriented obligations into longer-term facilities which lifts current and quick ratios by reducing current liabilities. Review subscriptions, utilities, marketing—linear/recurring costs—and reduce or defer non-critical spending also ensures liquidity which involves outsourcing non-core activities to transform fixed costs into variable ones. Building a controlled cash buffer for flexibility, utilization of credit lines or sweep accounts but only to use judiciously to avoid dependency is important. Adopting automated forecasting tools and dashboards for visibility and actionable insights, use of ERP/cash-management systems to streamline AR/AP cycles and reveal early warning signs (Parsons and Titman, 2009).
Gearing Ratio: Refinance existing debt at lower rates or extend maturities will reduce interest burden and convert current liabilities into long-term obligations—freeing up short-term liquidity by considering debt-for-equity swaps or equity recapitalization lower debt load and improve debt-to-equity, though they may dilute shareholders. Additionally, de-gearing through replacing debt with equity adds flexibility and reduces interest expenses will have an impact on it which will prioritize debt pay downs using strong free cash flow (£349 m), reducing both nominal debt and leverage ratios. Maintain a balance: allocate some FCF toward liquidity buffers (e.g., cash reserves or undrawn revolving credit lines), while continuing to reduce debt to rive efficient revenue growth, cost controls, or margin improvements to boost. More cash flow enhances ability to reduce debt and improves all gearing ratios with confirmed cost savings (£120 m), reinvest a portion into growth initiatives for compounded gains in both profitability and liquidity (Pike and Neale, 2019). Further, lower inventory levels, free working capital, and extend payables to conserve cash will speed up receivables collections to convert sales into cash faster with non-core assets or underused assets to unlock capital and reduce debt or bolster liquidity etc. Issuance of  new shares to repay debt improves gearing but dilutes existing equity—best used when share prices are favourable. Tracking cash-flow-to-debt ratios to monitor how quickly operations can pay down debt, using leverage benchmarks (e.g., D/E <50% is normal; <25% is low-risk) to guide targets and signal lender/investor confidence, regularly review and compare with industry peers to set optimal capital-structure goals are needed. Refinance and extend existing debt to ease short-term pressures to use strong free cash flow strategically—primarily to reduce net debt, but also maintain liquidity. Optimize working capital and asset usage to enhance both liquidity and overall capital efficiency if needed, de-gear via equity while keeping an eye on dilution it requires to monitor industry-standard metrics to ensure M&S remain on a solid financial footing. 
Investment expansion: To enhance liquidity and positively influence investor ratios—particularly P/E which, while below high-growth peers, remains elevated relative to FTSE retail—consider some strategic levers to amplify Free Cash Generation & Efficiency accelerate collections and optimize working capital (tightening receivables, extending payables, liquidating idle assets) to enhance cash flow—a foundational driver for earnings and liquidity. Deploy Cash Flow toward Shareholder Value With strong cash reserves, initiate share buybacks to reduce shares outstanding, driving up EPS and improving the P/E ratio (Ryan and Ryan, 2022). Optionally, fund special dividends required to signal confidence and strengthen investor sentiment, reinvestment strategically in growth to allocate portions of cost savings into high-ROI initiatives (e.g., digital enhancements and margin expansion) (BBC, 2024). Additionally, improved profitability can minimize the P/E gap relative to high-growth players which will enhance transparency & forecasting publish robust financial forecasts and forward P/E projections to reduce investor uncertainty—particularly around cyber risks—and shifts emphasis onto earnings potential rather than past ratios. Benchmark & Communicate Positioning Regularly needs to compare P/E, P/S, and EV/EBIT metrics to both FTSE retail peers and growth-focused benchmarks those highlight risk-adjusted valuation advantages to counter any perceived overvaluation due to cyber exposure. Finally, by refining cash operations, rewarding shareholders, reinvesting wisely, and offering clearer valuation narrative, the company can bolster liquidity, support stronger EPS, and enhance investor confidence—driving investor ratios upward in line with peer groups.
[bookmark: _Toc202268838]Part 2: Business report of Jordon’s’ PLC.
A discounted-cash-flow appraisal at a 6 % cost of capital shows that Option B (on-line sales expansion) delivers the highest net present value (£0.92 m) and the best internal rate of return (~36 %) after tax and capital-allowance benefits. Under a £2 m capital ceiling, the optimal divisible mix is to undertake Option B in full, Option A in full, and one-quarter of Option C, giving a combined NPV of c. £1.64 m. NPV is preferred because it measures absolute wealth creation and properly recognizes the time value of money. Nevertheless, pay-back and other non-discounting rules persist in practice because they are simple and data-light. Before committing, the Board should weigh strategic fit, execution risk and financing capacity; a blend of retained earnings, medium-term bank debt and possibly asset-backed leasing gives a balanced funding structure (Wirtz, 2022).
[bookmark: _Toc202268839]Investment analysis
The net present value (NPV) framework was applied to assess the three proposed projects using a 6 % cost of capital to discount future cash flows. This method offers a precise assessment of value generation, as it accounts for the time value of money and quantifies net economic benefits in present-day terms. The analysis incorporates a 25 % corporate tax rate and a 20 % straight-line capital allowance, treating all cash flows as occurring at year-end to maintain consistency.
Option A involves a £600,000 investment to expand the retail outlet and diversify the product offering, capitalizing on existing market strengths. Cash flow projections indicate moderate improvements in customer satisfaction and steady revenue streams.
Option B proposes a £1,000,000 investment in an e-commerce platform. This aligns with broader market trends toward online retailing, and cash flow estimates show accelerating returns in later years, reflecting the platform's scaling potential.
Option C requires a £1.5 million outlay to diversify into curtains and Roman blinds. Cash flow projections for this project are significantly higher than for Options A or B, suggesting robust demand and the potential for economies of scale.
Comparative NPV results (see Appendix A) reveal that Option C delivers the highest net present value, followed by Option B, with Option A trailing. Thus, Option C is the only project that generates substantial value after accounting for investment costs and financing structure. Strategically, this option not only broadens the product portfolio but also mitigates overreliance on a single market segment and enhances competitive positioning. Consequently, Option C is recommended as the primary growth initiative.
Recommendation: Because Option B offers the highest NPV and profitability index, it maximizes shareholder wealth and should be selected, subject to qualitative checks (Section 3).
[bookmark: _Toc202268840]Interpreting the results for management
[bookmark: _Toc202268841]Superiority of the NPV method
NPV expresses value in absolute monetary terms, directly estimating the change in firm value today and fully incorporating the time value of money—making it a clear indicator of value creation. It aligns with shareholder expectations by using the company’s weighted average cost of capital, thus appropriately reflecting investment risk. For mutually exclusive projects with different scales or timing, NPV provides unambiguous rankings, unlike IRR which can mislead under such circumstances (Chen, 2019).
[bookmark: _Toc202268842]Why simpler metrics remain in use
Payback period and accounting rate of return are still frequently cited in management circles due to their intuitive simplicity and low data requirements. They offer quick, preliminary insights—especially useful for small or liquidity-constrained projects.
[bookmark: _Toc202268843]Additional qualitative factors
Management should also consider strategic alignment with Jordons’ brand and manufacturing strengths; supply-side constraints like timber sourcing and skilled labor; potential competitive responses; execution risk across initiatives (e.g., e-commerce build-out, store refurbishments, learning curves in the curtains segment); and macroeconomic influences affecting housing markets and consumer discretionary spending.
In summary, while IRR (~36%) confirms Option B's financial viability, NPV remains the gold standard for decision-making, supported by supplementary metrics and essential qualitative considerations to ensure a balanced investment evaluation.
[bookmark: _Toc202268844]Non-discounting method
Non-discounting methods like the payback period and accounting rate of return (ARR) remain popular among managers and executives mainly for their simplicity, speed, and focus on liquidity. These methods require minimal data and no complex calculations. A quick payback calculation (investment ÷ annual cash flow) is intuitive and accessible even to non-finance personnel. They demand fewer resources and can be done rapidly without heavy analytics or modelling. By highlighting how quickly an investment can return its initial outlay, these metrics help firms—particularly smaller or cash-constrained ones—manage risk and maintain flexibility. Payback provides early feedback, enabling quicker evaluation of whether projected returns materialize, which is valuable for oversight. Despite their limitations—ignoring time value, long-term profitability, and overall risk—these traits make non-discounting methods valuable in preliminary screening or under liquidity-constrained scenarios, supplementing more rigorous techniques like NPV and IRR.
[bookmark: _Toc202268845]Investment analysis:
When evaluating investment opportunities, decision-makers should look beyond purely financial metrics and include several critical qualitative and contextual factors. Strategic alignment & competitive position. Ensure the project fits the company's long-term objectives and leverages or enhances its competitive advantages—such as brand strength, proprietary technology, or operational synergies. Analyse demand trends, industry dynamics (e.g., Porter’s Five Forces), regulatory environment, and macroeconomic indicators like inflation and house price cycles to assess market viability and risk. Confirm M&S have—or can acquire—the necessary resources: skilled labour, supply chain capacity, technical capabilities, and infrastructure to execute the project effectively (Coombs, Hobbs and Jenkins, 2015). Evaluate the complexity of implementation—whether e-commerce platforms, new product lines, or store renovations—and plan for potential delays, cost overruns, and learning curves. Consider environmental and social implications, regulatory compliance, and corporate governance to protect reputational capital and satisfy growing investor expectations. Align project size with available funds or financing options and be cautious of sunk-cost bias when allocating limited capital. Incorporating these factors—alongside quantitative analysis like NPV and IRR—ensures a holistic investment appraisal that balances value creation with strategic fit, execution viability, and stakeholder alignment.
Search for excellent strategic fit:
Jordon’s Plc requires approximately £1.6 million to execute Option C, and it must carefully evaluate the mix of equity, debt, and retained earnings financing—each offering different trade-offs. Equity financing, achieved by issuing new shares, injects capital without creating debt or fixed payment obligations, preserves operational cash flow, and can signal market confidence; however, it dilutes existing ownership, can reduce control, and incurs significant underwriting and regulatory expenses. Debt financing, via bank loans or corporate bonds, avoids dilution and benefits from tax-deductible interest, which lowers financing costs; yet it imposes mandatory repayments regardless of project performance, may restrict flexibility through covenants, and adds financial risk—potentially deterring stakeholders concerned about high leverage. Retained earnings stand out as the cheapest and least burdensome source—requiring no external approval, no interest or dilution, and reinforcing financial discipline—although heavy reliance can constrain growth when profits are limited and may disappoint shareholders seeking returns (Brealey, Myers and Allen, 2020).
A pecking-order approach suggests using approximately £800k from retained earnings, with the remaining £800k financed through debt at favourable rates—balancing cost efficiency, control preservation, and prudent credit usage. The Board should conduct detailed cash flow projections and consult financial advisors to optimize this blend, ensuring alignment with the company’s risk profile and strategic vision. Given the high NPV and robust IRR of Option C, along with its excellent strategic fit and market appeal, adopting this financing plan presents a pragmatic and growth-focused path forward—positioning Jordon’s Plc for sustainable expansion and enhanced shareholder value.
[bookmark: _Toc202268846]Conclusion
M&S's financial performance presents a mixed picture. Profitability ratios weakened in FY2025, reflecting margin pressures from exceptional items such as the Ocado impairment and the cyber-attack. Liquidity remains below industry averages, with declines in quick and cash ratios suggesting increased short-term risk and reliance on inventory. However, slight improvement in the current ratio and a reduction in overall gearing reflect improved balance sheet discipline, bolstered by strong free cash flow and cost efficiencies. Despite a dip in investor ratios like P/E, valuation remains relatively strong in context, supported by confidence in the firm’s recovery trajectory. These findings highlight the importance of interpreting ratios holistically—adjusting for one-off events, sector benchmarks, and broader strategic developments. M&S combines enduring brand equity with disciplined execution and a clear strategic vision. While the cyber incident posed short-term challenges, planned investments in tech, operational resilience, and digital transformation are critical to solidify its current resurgence and build sustainable, future-ready growth. 
Option B meets both quantitative (highest NPV and IRR) and strategic tests, while the capital-rationed mix of B + A + ¼ C maximizes value given funding limits of Jordon’s PLC. In conclusion, the analysis clearly indicates that Option B—the online sales expansion—offers the most compelling financial return under the 6% cost of capital, delivering the highest NPV (£0.92 m) and an impressive IRR (~36%), even factoring in tax and capital allowance benefits. Under the £2 m investment constraint, the optimal mix—to proceed with Option B fully, Option A in full, and one‑quarter of option C—yields a combined NPV of approximately £1.64 m, reflecting strong absolute value creation. While non‑discounting metrics like pay‑back remain useful for their simplicity, only NPV appropriately accounts for the time value of money and aligns with shareholder wealth maximization.
Nevertheless, before moving ahead, the Board should apply essential qualitative filters, including strategic alignment, execution capability, and financing flexibility. A balanced funding approach—blending retained earnings, medium‑term debt, and asset‑backed leasing—will help manage risk, preserve capital structure, and support execution. With its combination of robust quantitative appeal and strategic synergy, the recommended investment blend positions Jordons’ PLC for sustainable growth, financial resilience, and enhanced long‑term shareholder value.
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[bookmark: _Toc202268853]Appendix 5 - Financial evaluation of the three options (NPV @ 6 %)
	
	Initial outlay (£000)
	PV of 4-year after-tax cash inflows* (£000)
	NPV (£000)
	Profitability index (PV / cost)

	A – expand retail
	600
	1 098.6
	498.6
	1.83

	B – online sales
	1 000
	1 921.4
	921.4
	1.92

	C – curtains/Roman blinds
	1 600
	2 493.4
	893.4
	1.56


[bookmark: _Toc202268854]Appendix 6 -Calculation notes (all £000)
Example – Option B, Year 1
	Item
	Amount

	Pre-tax cash inflow
	400

	Less capital allowance (20 % × 1 000)
	(200)

	Taxable profit
	200

	Corporation tax @ 25 %
	(50)

	After-tax operating cash flow
	350

	Add tax saving on capital allowance (200 × 25 %)
	50

	Net cash Year 1
	400


[bookmark: _Toc202268855]Appendix 7 -Capital rationing: optimal policy with a £2 m limit
Rank B (1.92) → A (1.83) → C (1.56).
· Invest fully in B (£1 m).
· Invest fully in A (£0.6 m).
· Use remaining £0.4 m (¼) in C.
Resulting total NPV:
0.921 m + 0.499 m + 0.25 × 0.893 m ≈ £1.64 m.


[bookmark: _Toc202268856]Appendix 8 -Financing the programme
	Source
	Advantages
	Disadvantages
	Suitability for Jordons

	Retained earnings
	No interest cost; maintains control
	Finite; may limit dividend
	Can cover part of £1–2 m plan

	Bank term loan
	Predictable repayments; tax-deductible interest
	Covenants, security
	Good match for 4-year horizon

	Hire purchase / equipment leasing
	Conserves cash; flexibility
	Higher implicit cost
	Useful for specialised cutters & looms

	Corporate bond / private placement
	Fixed-rate long-term funds; large sums
	Issue costs; disclosure
	Oversized for current need

	New equity
	No fixed charges; strengthens balance sheet
	Dilution; underwriting fees
	Consider only if gearing is high

	Government grants / green loans
	Low cost if available
	Eligibility conditions
	Possible for energy-efficient plant






[bookmark: _Toc202268857]Appendix 9 - AI Declaration: Acknowledgement of Not Using Any AI Tools
	RESEARCH
	For this assessment, you can use Generative AI to support you in research, including searching for bibliography, using tools to summarise, compare and interrogate materials.
	Yes ☐

No  ☒

	STRUCTURE
	For this assessment, you can use Generative AI to support you in structuring your submission, including creating a draft argument structure, identifying parts and headings, etc.
	Yes ☐

No  ☒

	PROOFREADING
	For this assessment, you can use Generative AI to check your own text/creation for grammatical and syntactical mistakes, including rephrasing of your own work within specific standards.
	Yes ☐

No  ☒

	WRITING
	For this assessment, you can use Generative AI to create text for submission.
	Yes ☐

No  ☒

	CREATIVE
	For this assessment, you can use Generative AI to create creative materials, such as images.
	Yes ☐

No  ☒

	PROGRAMING
	For this assessment, you can use Generative AI to create and check code.
	Yes ☐

No  ☒

	NONE
	For this assessment, you are not allowed to use any type of Generative AI support. This includes research support, structure support, writing/proofreading support and creative support.
	Yes ☒

No  ☐


I used Grammarly on 6th July to check my work (UK English). I certify that: No artificial intelligence (AI) tools were used in the research or development of this assignment. I have not claimed any AI-generated content as my own.
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86.54% 85.58% 0.96%

Quick Ratio Cash+Receivables+Marketable Securities/Current Liabilities 44.91% 54.84% -9.93%

Cash Ratio Cash+Marketable Securities/Current Liabilities 31.13% 40.66% -9.53%

Profitability Ratio Gross Profit Ratio Gross Profit/Sales 4.52% 5.48% -0.96%

Net Profit Ratio Net Profit/Sales 2.11% 3.26% -1.15%

Operating Profit Ratio Operating Profit/Sales 4.52% 5.48% -0.96%

ROA Net Profit/Total Assets 3.31% 4.90% -1.59%

ROE Net Profit/Shareholders Equity 9.89% 15.02% -5.13%

Gearing Ratios Debt to Equity Ratio Debt/Equity 198.89% 206.78% -7.89%

Debt to Capital Ratio Debt/Debt+Equity 66.54% 67.40% -0.86%

Debt to Assets Debt/Assets 66.54% 67.40% -0.86%

Investors Ratios Price Earning Ratio Share Price/EPS  9.12 9.70 -0.59Pence
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