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[bookmark: _s92ujpze8zr9][bookmark: _Toc227743275]1. Introduction
[bookmark: _tpprukrgr6ho][bookmark: _Toc227743276]1.1 Background of Kia Corporation
Kia Corporation is a branch of Hyundai Motor Group, which is a large international automobile manufacturer that functions in more than 190 markets. It is a manufacturer of passenger and commercial vehicles and concentrates more on electric mobility. Kia is making massive investments in EV platforms, batteries, and charging infrastructure to build innovation and future development (KIA, 2026).

[bookmark: _1uldljlgky05][bookmark: _Toc227743277]1.2 Importance of financial performance analysis in the EV industry
EV business is characterised by high research and development, huge capital investments and a high rate of technological changes. To be innovative and competitive, companies need to have a good financial performance. The large investment in batteries, infrastructure, and supply chains necessitates profitability, liquidity and operational effectiveness in financing future technological and infrastructure development.

[bookmark: _gucoewgn7o5r][bookmark: _Toc227743278]1.3 Structure of the report
The report is divided into six sections. In the first part, organisational background of Kia is presented. The second part analyses the financial performance of Kia using the ratio analysis. The third part looks at the liquidity strategies and working capital management. The fourth part recommends financial restructuring. The fifth section is an assessment of investment projects through capital budgeting techniques. The last part is a summary of the main findings and recommendations.

[bookmark: _x5ci6kby3zm0][bookmark: _Toc227743279]2. Financial Health Check of Kia
[bookmark: _sfd9uw3fdvhx][bookmark: _xmmw0tzgclen][bookmark: _Toc227743280]2.1 Overview of Kia’s Financial Performance (Past Five Years)
Kia has undergone tremendous financial expansion in the period between the year 2020 and 2024. The total revenue has grown in 2020 to 107.44 trillion in 2024, which is about 81.6% higher than that of 2020 (Annual Report, 2024). The gross profit has also increased significantly to KRW 24.68 trillion against a KRW 9.89 trillion, which is also an indication of better operational performance and more efficient production (Annual Report, 2023). The growth in operating income was impressive, as it grew from KRW 2.07 trillion in 2020 to KRW 12.66 trillion in 2024, which demonstrates greater profitability and cost control. In the same vein, net income grew from KRW 1.49 trillion to KRW 9.77 trillion, and it is indicative of an increased vehicle demand and a better financial performance (Annual Report, 2022). Moreover, overall assets grew to KRW 92.75 trillion in 2024 after growing to KRW 60.49 trillion in 2020 [Refer to Appendix 1]. This is as a result of a larger manufacturing capacity, investment in technology and entering the global market. This high financial growth indicates how Kia is becoming competitive in the world of automobiles and electric vehicles.

[bookmark: _Toc227743281]2.2 Profitability Ratio Analysis
[bookmark: _4hqk2g5iv8ij][image: ]
[bookmark: _Toc227743261]Table 1: Profitability Ratio Analysis
(Source: Excel)
[image: ]
[bookmark: _Toc227743271]Figure 1: Trends of Gross Profit Margin Ratio Analysis
(Source: Excel)
Profitability ratios, as observed by El Gibran and Nainggolan (2025), determine the capacity of a firm in relation to the generation of earnings in comparison to the revenues and assets. Kia has a gross profit margin that increased to 0.23 in 2024 compared to 0.17 in 2020, indicating an improvement in cost efficiency and pricing policies (Annual Report, 2021). The operating margin increased dramatically (0.03-0.12) which reflects improved operation performance and increased sales volumes. There was also an improvement in the net profit margin as it rose to 0.09 as compared to 0.03, revealing better overall profitability. The increased use of assets was reflected in the growth of return on assets (ROA), which increased by 0.02 to 0.11                [Refer to Appendix 4]. Equally, there was a growth of return on equity (ROE) of 0.05 to 0.18, which is more robust shareholder returns. ROCE also increased to 0.20, which is an indicator of increased capital efficiency.

[bookmark: _llckp4cbxulg][bookmark: _Toc227743282]2.3 Liquidity Ratio Analysis
[image: ]
[bookmark: _Toc227743262]Table 2: Liquidity Ratio Analysis
(Source: Excel)
[image: ]
[bookmark: _Toc227743272]Figure 2: Trends of Current Ratio Analysis
(Source: Excel)
Liquidity ratios evaluate the capability of a company to pay short-term debt (Gunawan, 2023). In 2020, Kia had a current ratio of 1.24, which has increased to 1.55 in 2024, meaning that the company is financially stable in the short term. The quick ratio also rose to 1.09 as compared to 0.90 indicating that the company has enough liquid assets without inventory to meet current liabilities. The cash ratio was also stable at 0.48 in 2020-2024 indicating stable cash availability. Moreover, the operating cash flow ratio has also increased and it is now 0.47 as compared to 0.26 meaning that there was an increased capacity to repay liabilities through operating cash flows. High liquidity will improve the financial flexibility and confidence of investors in future investments in EV technologies. Onomakpo (2025) emphasized that robust financial fundamentals have a positive impact on investor confidence and stock performance.

[bookmark: _ynw1zcs087h9][bookmark: _Toc227743283]2.4 Efficiency Ratio Analysis
[image: ]
[bookmark: _Toc227743263]Table 3: Efficiency Ratio Analysis
(Source: Excel)
[image: ]
[bookmark: _Toc227743273]Figure 3: Trends of Asset Turnover Ratio Analysis
(Source: Excel)
Efficiency ratios are the ratios which assess the efficiency with which an organisation uses its assets to bring revenue. Kia showed a better utilisation of assets as it increased its asset turnover by increasing it to 1.16 in 2024, compared to 0.98 in 2020. The inventory turnover was also high, with the average 6.95 to 6.66 times, which is an indication of good inventory management and stable demand. Receivable days turned out to be 18.1 to 23.4 days, indicating that the collection efficiency was relatively stable. There was a slight rise in inventory days to 54.8 in 2024, which represents increased holding periods. Subsequently, payable days decreased to 46.1 as compared to 54.1 indicating quicker payment to suppliers. This resulted in an increase of the cash conversion cycle of 31.9 days, which showed a bit of higher working capital pressure. Effective operations are also essential in the manufacturing of EVs because of the intricate supply chains (Eti et al., 2025).

[bookmark: _kpxcjwsw0fi][bookmark: _Toc227743284]2.5 Gearing Ratio Analysis
[image: ]
[bookmark: _Toc227743264]Table 4: Gearing Ratio Analysis
(Source: Excel)
[image: ]
[bookmark: _Toc227743274]Figure 4: Trends of Debt-to-Equity Ratio Analysis
(Source: Excel)
Gearing ratios are used to determine the financial leverage and capital structure of a company. The debt-to-equity ratio of Kia dropped considerably in 2020 (0.20) to 2024 (0.06), which denotes less dependence on debt financing and less financial risk. On the same note, the debt-to-capital ratio reduced to 0.06 as compared to 0.17 indicating a better equity base. Equity multiplier also decreased to 1.66 as compared to 2.02 implying less financial leverage. The coverage of interest was greatly improved as it rose to 124.8 compared to the 8.82, indicating that it has a good capacity to fulfil the interest payments. This is also in line with the reduction in total debt which stood at KRW 5.95 trillion to KRW 3.37 trillion. Electric mobility infrastructure requires financing which can only be supported by financial stability            (Güven et al., 2025).

[bookmark: _df67bl35s6bi][bookmark: _Toc227743285]2.6 Investment Ratio Analysis
[image: ]
[bookmark: _Toc227743265]Table 5: Investment Ratio Analysis
(Source: Excel)
Investment ratios offer the information about the company performance and shareholder returns (Samawi et al., 2025). The earnings per share of Kia also grew in a tremendous manner, with 3, 710 KRW in 2020, and 24,892 KRW in 2024, which is a significant growth in shareholder value. The dividend payout ratio was stable with an average value of 0.25 to 0.27 showing stable policy of dividend distribution. There was also a good dividend cover between 3.71 to 3.83 to indicate that there are enough earnings to sustain dividend payments. This stability means a balanced reinvestment strategy and shareholder return strategy. The increase in EPS and the ongoing dividend results indicate that Kia is in a solid financial state and capable of delivering value to the investors and enable it to manufacture electric vehicles in the long run.

[bookmark: _l4oawm1fj4tn][bookmark: _Toc227743286]2.7 Cash Flow Analysis
[image: ]
[bookmark: _Toc227743266]Table 6: Cash Flow Ratio Analysis
(Source: Excel)
Cash flow ratios are used to assess the financial sustainability and capacity of a company to produce cash through its operations (Arifaj et al., 2023). The cash flow to debt ratio of Kia also improved greatly in 2024 at 3.72 as compared to 0.91 in 2020, which means that it has a more substantial debt repayment ability. The cash flow margin also improved from 0.09 to 0.12, showcasing the efficiency of operations [Refer to Appendix 3]. In 2020, the free cash flow registered at KRW 3.76 trillion and increased to KRW 9.08 trillion in 2024, which is an indication of a high internal funding capacity despite the increasing capital outlay to invest in EVs. Free cash flow margin was stable (around 0.0809), which shows stable profitability. A robust cash flow helps increase financial flexibility and fund long-term investments in electric vehicles innovation and infrastructure development (Oluwalana and Grzesik, 2025).

[bookmark: _tob9d01c3r3a][bookmark: _Toc227743287]2.8 Key Strengths and Financial Risks
The financial performance of Kia has a number of strengths. The firm has recorded high revenue growth, higher profitability rates and shareholder returns. Nevertheless, there are still a number of financial risks. The manufacture of electric vehicles involves a huge investment in battery technology, charging infrastructure and research and development. The recycling of batteries and sustainability issues also present both financial and environmental threats to EV producers. Safarzadeh and Di Maria (2025) has revealed that recycling of batteries and their disposal pose great economic problems in the manufacture of electric vehicles.

[bookmark: _lnjj50iv4ngx][bookmark: _Toc227743288]3. Working Capital Management Analysis
[bookmark: _yyncbh4dh5fx][bookmark: _Toc227743289]3.1 Working Capital Structure of Kia
Management of working capital plays a critical role in ensuring operations and covering the short-term financial commitments. It is the difference between the current assets and the current liabilities, and the liquidity position of a firm. The working capital structure of Kia reveals a better financial performance of the company in the years 2020 to 2024. When comparing 2020 with 2024, the total current assets improved by 10,000.00 trillion [Refer to Appendix 2]. This financial aspect is attributed to the improvement in cash and receivable and inventory due to increased production. There was also an increase in current liabilities, which increased and now stands at KRW 26.97 trillion as a result of the increase in operational activities. Although this increased, Kia continued to be a highly liquid company with KRW 14.82 trillion working capital growth in the period, as compared to about KRW 5 trillion. The level of investment in the EV industry is high, and solid working capital is essential (Damanik et al., 2025).

[bookmark: _lycy9e1lm8pu][bookmark: _Toc227743290]3.2 Cash Operating Cycle Analysis
Arifaj et al., (2023) added that the cash operating cycle is used to determine the period of time it takes a firm to transform its investments in inventory and receivables into cash inflows. Having a reduced operating cycle implies better management of working capital and liquidity performance. Over the past five years, the level of inventory of Kia has risen drastically. The level of inventory increased to KRW 12.41 trillion in 2024, as compared to KRW 7.09 trillion in 2020, which constitutes more volumes of production and higher demand for vehicles, including electric ones. Increased inventory helps in sales growth but it may lead to higher holding costs when not effectively managed. The accounts receivable also went up in value in 2024 and 2020, by almost 96% of KRW 1.81 trillion to KRW 3.56 trillion. This increase indicates a growth in sales networks around the world and more vehicle deliveries. Nevertheless, a longer operating cycle could also be a result of longer collection periods in case of higher receivables. Nevertheless, Kia had a relatively efficient performance in operations. The inventory turnover has been within 4.7 and 6.9 times/year, and this indicates that inventory management was not compromised by the escalating production levels. Efficiency in the electric vehicle ecosystem supply chain requires efficient infrastructure and operation coordination (Chowdhury et al., 2025).

[bookmark: _k0s1l0xumql4][bookmark: _Toc227743291]3.3 Liquidity Challenges
Jacobs (2023) stated that ddespite the fact that the financial performance of Kia has greatly improved, there are still some liquidity issues. The shift to the production of electric vehicles entails massive spending on battery production, charging systems and research and development. Such investments exert strain on the working capital since substantial amounts of money are required to be invested in long-term technological advancement, and at the same time, sustain the liquidity of operations on a day-to-day basis. One of the costliest elements of the manufacture of electric vehicles is battery production. Moreover, worldwide supply chain failures, semiconductor supplies and escalating raw material prices may add to inventory expenses and postponements to production. The barriers of infrastructure and the high price of high technology still affect the development of the electric vehicle market and the budget of EV producers (Alzoubi et al., 2025).

[bookmark: _x4wer6w2oy04][bookmark: _Toc227743292]3.4 Strategies to Improve Working Capital
There are a number of strategic initiatives that Kia can use to enhance its working capital efficiency. One of the most significant strategies is inventory optimisation. With the help of sophisticated data analytics and demand forecasting solutions, the business will be able to adjust the production volume to the market demand and decrease the cost of holding idle inventory. The use of digital supply chain management systems can also enhance the effectiveness of operations through enhancement of coordination among suppliers, manufacturers and distributors. Technological integration will allow firms to track the supply chain performance, logistics can be managed better, and delays during production can be minimised. Another useful strategy is enhancing the management of receivables. The period of inflows can be shortened by using shorter credit periods, automated billing software, and online payment platforms, which will cut down the time of collections. The battery system design and energy management can also be technologically advanced to enhance operational efficiency and lower production costs in the electric vehicle industry (Murugan et al.,2025).

[bookmark: _5kp5mzrt44og][bookmark: _Toc227743293]3.5 Financing Options for Working Capital
The sources of financing working capital necessities may be short-term and long-term. Bank overdrafts, trade credit and short-term loans are some of the short-term sources of finance. These financing instruments give liquidity flexibility and enable businesses to respond to short-term financing lapses. The other sources of long-term financing are corporate bonds, equity financing and strategic partnerships. These sources of financing are specifically significant to the manufacturers of electric vehicles, as this industry demands constant investment in infrastructure and technological advancements. The other new financing opportunity is the inclusion of a renewable energy system with electric vehicle infrastructure. As per Qays et al., (2025), vehicle-to-grid is a technology enabling electric vehicles to store and provide power to energy systems to generate further economic value and enhance financial efficiency on a long-term basis.

[bookmark: _u2pnv11j23om][bookmark: _Toc227743294]3.6 Recommended Working Capital Strategy
According to the analysis, Kia ought to take a balanced approach to working capital management strategy by centring on inventory management, good receivable management and diversification in financing. Digital supply chain technology, as well as enhanced demand forecasting, can be used to cut inventory costs and enhance company efficiency. Secondly, short-term credit facilities may be integrated with long-term strategic financing, which will enhance financial flexibility and keep investing in electric mobility technologies. This would enable Kia to stay well-liquidised and keep on building electric vehicles and entering the international market.

[bookmark: _yivqg65e2t9][bookmark: _Toc227743295]4. Strategic Financial Restructuring Plan
[bookmark: _9xgp9oj6t0xz][bookmark: _Toc227743296]4.1 Need for Financial Restructuring
There have been some significant changes in the international automotive sector, which are initiated by electrification, digital mobility and environmental sustainability. Respective governments all over the world are enacting tougher emission laws and environmental policies that entail automobile companies lowering their carbon emissions and hastening the move towards electric cars. The modifications compel organisations to reorganise their financial plans to accommodate massive investments in electric mobility technologies. Kia is spending a lot on the production of electric vehicles, battery technology and charging infrastructure, which means it takes a lot of financial resources and long-term processes. Competition is also growing as well as technological developments making the requirements of the investments even higher. The reorganisation of finances, hence, assists organisations in streamlining capital structure, enhancing financial flexibility, as well as distributing resources in an efficient manner in order to facilitate innovation and sustainable mobility development                        (Serrato et al., 2025).

[bookmark: _6f3dtxgydrs0][bookmark: _Toc227743297]4.2 Potential Financial Restructuring Options
[bookmark: _bt1hc3p8rh4t][bookmark: _Toc227743298]Some of the methods using which financial restructuring can be realised include equity financing, debt restructuring, strategic alliances and disposing of non-core assets. These options have various benefits and financial implications for the organisation.

4.2.1 Equity Financing
To begin with, Odhiambo et al. (2025) stated that equity financing helps companies to raise capital without a higher financial leverage by issuing shares to investors. This strategy enhances the base of capital and financial stability since the method does not entail payment of interest. In the case of Kia, equity financing would be able to finance their research and development investment, potential battery production and electric vehicle manufacturing. Such technologies are very costly, and a huge number of long-term investments is required; equity finance can cater for the need without adding any debt. Moreover, equity capital financing may increase the confidence of the investors and entice institutional investors, thereby enhancing market valuation. They also provide government subsidies to invest in EVs and expand the market (Shamsuddoha and Nasir, 2025). The issue of new shares can, however, dilute the ownership of the existing shareholders.
[bookmark: _lkf0poqj3ula][bookmark: _Toc227743299]
4.2.2 Debt Restructuring
Debt restructuring is a significant financial plan which assists enterprises in enhancing their financial strength and controlling cash flows. It entails renegotiation of debt agreements, prolongation of the duration of repayment or lowering the interest rates (Ndhlovu et al., 2025). The method will allow for reducing financial pressure and offer more financial leeway to companies investing in new technologies. More resources can be used in research and development and investment in infrastructure by automotive manufacturers to switch to electric mobility with lower interest costs. A balanced capital structure is important since the EV development will demand long-term investments in battery technology and the development of renewable energy systems. The financing frameworks that are stable, therefore, help to enhance the evolution of the electric mobility over the long term.

[bookmark: _pmi52mqv1jz3][bookmark: _Toc227743300]4.2.3 Strategic Partnerships
Another relevant financial reorganisation alternative for automotive manufacturers is strategic partnerships. Cooperation with technology companies, battery producers, energy and digital platform providers will help to minimise financial risk and enhance the innovation potential. This fact means that a variety of industries (energy, technology and infrastructure development) must work together in the production of electric vehicles. Strategic partnerships enable firms to share research and development expenses, new technology and increase their operational capacity. As an example, it can partner with battery-making companies to enhance battery performance and lower the cost of production. The integration of renewable energy and the creation of charging infrastructure networks can also be promoted in collaboration with energy companies. These collaborations will be necessary to create the ecosystem that will be needed to adopt large-scale electric vehicles. From the findings of Chen et al. (2025), the development and recognition of the electric vehicle market in various locations are greatly affected by infrastructure investment plans. The strategic alliances are thus capable of alleviating the financial strain on the respective companies and also increasing the pace of technological advancements and the development of infrastructure.

[bookmark: _nupuo4o7hurl][bookmark: _Toc227743301]4.2.4 Divestiture of Non-Core Assets
Another financial reorganising strategy is the selling of non-core assets. From the views of Safari and Hossain (2024), this will enable companies to sell or redefine those business units that will not directly focus towards their strategic goals. Diversify and shed off non-essential activities to free up the capital that can be reinvested in other areas that are more profitable or strategic. In the case of Kia, the sale of non-core processes would mean the creation of new financial resources that would be redirected to the development of electric mobility. The money could be channelled into increasing the production of electric vehicles, better battery technology or investment in digital mobility technology. Moreover, core competencies enable firms to enhance operational efficiency as well as competitive advantage. Sophisticated digital technology and cybersecurity systems are increasingly critical, especially in connection to charging systems and power management networks, in the contemporary electric vehicle infrastructure (Mitikiri et al., 2025). Selling off non-core assets enables firms to focus on spending financial resources in areas that promote long-term strategic expansion.

[bookmark: _5pdl9gb7i3vg][bookmark: _Toc227743302]4.3 Impact on Shareholder Value
Restructuring strategies in finance should be very beneficial in increasing the shareholder value through financial stability, decreasing operational risk and increasing profitability. Good financial performance tends to result in an increase in stock prices and attendance by investors. By optimising their capital structure and using effective restructuring strategies, companies are considered to be better placed to maintain long-term growth. Technological innovation and sustainable transportation systems in the electric vehicle industry provide new economic opportunities to companies (Ferreira and Esperança, 2025). The work of logistics, digital platforms and energy management will allow us to enhance the efficiency of operations and decrease transportation fees. Adoption of electric cars and AI-based logistics systems can thus reinforce financial performance and shareholder returns.

[bookmark: _he3ms4cjrxh2][bookmark: _Toc227743303]4.4 International Financial Considerations
International car manufacturers are in extremely complicated markets that pose various fiscal challenges. Financial performance and investment decisions can all be affected by exchange rate volatility, trade policies, geopolitical tensions and supply chain disruptions. The rate of adoption of electric vehicles differs in different regions because there is a difference in the availability of infrastructure, the policies of the government and consumer preferences. Certain nations possess robust charging networks and a deep interest in electric vehicles, whereas others encounter severe impediments to the adoption of electric vehicles. Such regional disparities present financial risk to the world's car manufacturers as companies have to adjust their strategies to vary in the regulations and economic conditions. The study of Taamneh and Makahleh (2025) compared the adoption of electric vehicles in various countries, thereby indicating that policy-based support, infrastructure building, and consumer incentives play a significant role in the global decarbonization of mobility towards the use of EVs. Firms like Kia need to thus devise adaptive global financial policies which enable them to adjust to the fluctuating market situations and business regulations.

[bookmark: _9x0ktcr8i2rk][bookmark: _Toc227743304]4.5 Ethical and Sustainability Considerations
The idea of sustainability has become a major issue in the automobile industry across the world. Electric cars reduce emissions of greenhouse gases, air pollution and enhance efficiency in transport. Due to the requirement by governments and consumers of environmentally friendly solutions, automobile companies should therefore consider sustainability as a part of their financial and operational plans. Nonetheless, responsible battery manufacturing, recycling technologies and renewable energy integration are also necessary in order to achieve sustainable electric mobility. Battery storage and renewable energy networks are decentralised energy systems that allow vehicles to be connected to energy grids to be stored and distributed. These are technologies that are significant in the development of sustainable electric mobility (Chinnaperumal et al., 2025).

[bookmark: _sf8iqz8nnyu9][bookmark: _Toc227743305]4.6 Recommended Financial Strategy
According to the analysis, Kia ought to use a hybrid financial restructuring strategy which involves equity financing, strategic partnerships and targeted technological investment. Electric vehicles could be developed with a long-term financial basis, at the same time as it can be funded by equity financing. Financial risk and innovation can be minimised by means of strategic collaboration with technology companies, battery manufacturers, and energy providers. Moreover, Rahma et al., (2025) added that the company is ought to keep reviewing its asset base and dispose of non-core businesses that are not in line with its long-term electrification goals. This strategy will enable Kia to shift its financial resources to areas that will enable it to achieve sustainable growth and technology. The application of the balanced financial restructuring approach will enable Kia to improve its financial standing, further invest in electric mobility, and remain competitive in the fast-changing environment of the global automotive market (Al Shurideh et al., 2025).

[bookmark: _v1utlvyq9g2][bookmark: _Toc227743306]5. Investment Appraisal and Capital Budgeting
[bookmark: _i08onckdc4hc][bookmark: _Toc227743307]5.1 Overview of Proposed Projects
Capital budgeting is one of the major financial management processes whereby investment opportunities are evaluated (Mollah et al., 2023). From this perspective, the selected project needs to be such that maximises the shareholder value. The techniques of investment appraisal are used to determine profitability, risk and financial viability by the managers before spending a lot of money. This is mainly significant in capital-intensive industries like the automotive and electric vehicle industries. In the analysis, the projects take an initial amount of investment of £50 million and yield cash over the period of five years in the three projects. There is Project A, whereby the inflows vary (£10m, £12m, £14m, £10m, £8m), Project B, where the inflows are constant (11m/year), and Project C has lower initial but higher inflows. PBP, ARR, NPV, PI and IRR are used to evaluate projects.

[bookmark: _43vfw3rvi50n][bookmark: _Toc227743308]5.2 Payback Period (PBP) Calculation
[image: ]
[bookmark: _Toc227743267]Table 7: Payback Period (PBP) Calculation
(Source: Excel)
The payback period is the period of time during which a project is able to repay its initial investment through the cash inflows. The lower payback period means that it will recover quicker and has a lower liquidity risk. In the case of Project A, the cumulative inflows are recorded at £46 million by the end of Year 4, and £54 million to be paid back in Year 5, which means that the payback period is around 4.5 years. Project B will yield a steady inflow of £11 million per annum with a payback period of 4.5 years. This will increase to £44 million in Year 4, and the balance of £6 million will be recovered in Year 5. Project C breaks even in Year 4, which means that it has the shortest payback period of 3.6 years [Refer to Appendix 5].

[bookmark: _u39xnbl85j7k][bookmark: _Toc227743309]5.3 Accounting Rate of Return (ARR)
[image: ]
[bookmark: _Toc227743268]Table 8: Accounting Rate of Return (ARR) Calculation
(Source: Excel)
Accounting rate of return (ARR) is used to estimate the predicted profitability of an investment in comparison to its original value. This is determined by the division of the annual accounting profit, on average, by the initial investment. Managers typically use ARR as a measure that offers a straightforward measure of the performance of investments. In Project A, the overall inflow of cash at the end of five years is £54 million, leading to an average of the profits per year of about £5.4 million, with the initial investment in mind. The average profit divided by the initial investment of the business, which was £50 million, returns an ARR of 10.8%. In case of project B, the total cash inflow of five years amounts to £55 million, making it have a yearly average of £5.5 million. This generates an ARR of 11%. In case Project C, the total inflow will be £65 million, which will lead to an annual profit of about £6.5 million. This gives an ARR of 13%, which is the highest amongst the three projects. Thus, according to the ARR analysis, Project C offers the greatest accounting return and seems to be the investment with the best profitability.

[bookmark: _1so6d6ia8wzc][bookmark: _Toc227743310]5.4 Net Present Value (NPV)
Among the most common and sound capital budgeting approaches, given that it takes into account the time value of money, is Net Present Value (NPV). The approach values discount future cash flows to their present value, applying a set discount rate (Mollah et al., 2023). When the NPV of a project is positive, then the investment would tend to bring value to the company and must be accepted. A discount of 10% is used in this analysis to represent the cost of capital of the company. The NPV of the three projects can be calculated as follows:
[image: ]
[bookmark: _Toc227743269]Table 9: Net Present Value (NPV) Calculation
(Source: Excel)
Project A has a small positive NPV, which shows that it is slightly higher than the rate required by the company. Project B has a negative NPV, implying that the project will destroy shareholder value; therefore, it should not be accepted. Project C is the one that yields the best positive NPV, which means that it yields the best increase in shareholder wealth.

[bookmark: _jvs00wzetpbk][bookmark: _Toc227743311]5.5 Profitability Index (PI)
[image: ]
[bookmark: _Toc227743270]Table 10: Profitability Index (PI) Calculation
(Source: Excel)
Profitability index is a ratio of value that is generated by a unit of investment (Hia, 2023). This is determined by dividing the present value of future cash inflows by the initial investment. The profitability index of above 1.0 means that the project is value-creating. Therefore, as estimated in table 10, Project A yields a value with a slight positive value, whereas Project B yields a value less than 1, which proves that the project is not a good financial venture. Under project C, the profitability index is the highest, which implies that it will bring about the highest value per pound invested.

[bookmark: _bwxv30thmt6k][bookmark: _Toc227743312]5.6 Internal Rate of Return (IRR)
Internal Rate of Return (IRR) is the discount rate of a project whereby the net present value of the project will equal zero. It shows the rate of return which is to be anticipated from the investment. The IRR of the projects are calculated to be:
· Project A: 2.72%
· Project B: 3.26%
· Project C: 8.59%
Project C is financially acceptable as the initial rate of return required by the company is almost close to 10% [Refer to Appendix 5]. Project A, on the other hand, yields the lowest IRR than the required rate and is to be rejected. Project C generates the largest IRR, and it is another testament that it is the most profitable investment opportunity.

[bookmark: _mqtgurlus62f][bookmark: _Toc227743313]5.7 Comparison of the Three Projects
As the investigation of investment appraisal methods revealed, Project C is the most successful one. It has the shortest payback period, whereas ARR, NPV, PI, and IRR are the highest. Project A, on the other hand, offers a moderate rate of return and positive NPV, whereas Project B has poor performance as it has negative NPV and low IRR. Taking these into account, Project C is deduced to be the most desirable investment.

[bookmark: _qpwi4fetw4yr][bookmark: _Toc227743314]5.8 Recommended Project Based on Financial Analysis
Project C can be the investment project of choice, as it is chosen based on the capital budgeting analysis. It yields the greatest financial returns in all the key evaluation standards and offers the most considerable growth in shareholder value. There is also high potential growth of the project in the long term as the cash inflows in the later years are higher. As per Zhao et al., (2025), any increase in inflows helps to make a project positive in its NPV and an increased IRR.

[bookmark: _1uewziqsv4is][bookmark: _Toc227743315]5.9 Capital Rationing Decision
As per Alhazmi (2025), the reality is that capital is usually rationed in a way that gives companies a restriction on the number of projects to take up. The amount of money the company can invest in the given situation is limited to a maximum of £100 million, thus limiting the number of projects available to be chosen to two. Within such constraints, the best combination of investments is Project A and Project C. The combination of the two projects gives the best combined NPV and gives the best overall investment returns to the company. Project B is not to be included in the investment portfolio since it creates negative value.

[bookmark: _hcvf59627vo6][bookmark: _Toc227743316]5.10 Non-Financial Risks
Despite the importance of financial analysis, non-financial risks also have to be considered by companies. Some of the issues that face the manufacturers of electric vehicles include the supply chain disruptions, technology uncertainty and infrastructure constraints. The insufficient network of charging stations and the supply of batteries may influence the adoption of EVs and the success of the project and outline significant obstacles to the development of the industry (Alshahapy et al., 2025).

[bookmark: _32me2l8kjnf8][bookmark: _Toc227743317]6. Conclusion
[bookmark: _ruyx2luvopd9]As per the financial analysis conducted, Kia has recorded good growth in revenue, profitability and shareholder returns in the last five years. Enhanced liquidity and reduced financial leverage were found to enhance financial stability. Project C will be the optimal choice in terms of investment appraisal and Projects A and C are the most valuable ones in terms of capital rationing.
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8,776,970

22167.79

+64.27%

22,167.79

+64.27%

395.93

395.93

5,600

+60%

13,964,034

+44.62%

13.99%

1,610,599

-62,939

13,500,201

+6.49%
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3,725196

9,775,005

-2,048

9,772,957
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91%
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+12.29%
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+12.29%
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15,216,536

+8.97%

1416%

12,667,267
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000270 Balance Sheet 000270
Annual Quarterly Collapse All - A
9% 2020 2021 2022 2023 2024
Period Ending: 12 a2 B 3z 32 a2
A Total Current Assets ) 26093382 29205483 34147147 37,466,302 41,797,457
Cash & Cash Equivalents @ 10160697 1533710  N,553972 14353142 13,566,568
Cash & Cash Equivalents Growth @ +138.03% +13.51% +018% +24.23% -5.48%
Short-Term Investments @ 3032419 4648310 2169324 2,424,316 5,370,886
Total Receivables ) 3788426 3762893 4801043 4,957,322 6,841,892
Accounts Recelvable, Total & 1,819,008 1787698 2,237,444 2,475,015 3,561,295
Other Receivables & 1,969,418 1975195 2,562,438 2,482,307 3,280,597
Inventory @ 7093959 7,087,685 9103825 1272875 12,419,084
Prepaid Expenses ) - - - - -
Finance Division Loans and Leas... & - - - - -
Finance Division Other Current A... & - - - - -
Other Current Assets & 375,583 700,811 729,275 574,509 474,997
Restricted Cash & - - - - -
Other Current Assets, Total & 375,583 700,811 729,275 574,509 474,997

A Total Assets 60,490,443 66,849,997 73,710,965 80,627,826 92,755,874
Total Assets Growth +9.3% +10.51% +10.26% +9.38% +15.04%
Net Property Plant And Equipment 15579715 15,583,831 15,383,383 16104174 18,279,448

Gross Property Plant And Eq... 28,838,326 30,457,704 31,820,227 33,624,861 37,739,772

Accumulated Depreciation 13,258,611 14873273  -16,436,844  -17520,687  -19,460,324

Long-Term Investments 15,211133 17,893,447 19,851,089 21708855 25572724

(G c N o S R

Intangible Assets 332,229 331,749 376,968 467,289 565,905
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Intangible Assets
Goodwill

Other Intangibles, Total

Finance Division Loans and Leas...

Other Assets, Total
Loans Receivable Long-Term
Accounts Receivable Long-T.
Deferred Tax Assets Long-T...
Deferred Charges Long-Term
Other Long-Term Assets, Total
A Total Current Liabilities
Accounts Payable, Total
Accrued Expenses, Total
Short-Term Borrowings
Current Portion of Long-Term D...
Current Portion of Long-Ter...
Current Portion of Leases
Other Current Liabilities, Total
Current Income Taxes Payable
Unearned Revenue Current,
Other Current Liabilities
A Total Liabilities
Total Liabilities Growth
Long-Term Debt
Long-Term Leases
Other Liabilities, Total

Unearned Revenue Non Curr.
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332,229

37,236

294,993

3,273,984

5,377

535,834

2,333,342

399,431

21,097,589

7,302,405

1,975,242

4,479,452

836,078

788,542

47,536

6,504,412

300,531

190,052
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6,013,829

30,598,771

+16.05%

4,898,722

213,031

4,389,429
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520,416

331749

37,250

294,499

3,835,487

4,526

483,023

2,499,761

848177

21,562,636

7,920,301

1,855,448

3107,772

1,359,162

1,307,848

51,314

7,319,953

777,302

216,220

6,326,431

31,937,441

+4.37%

4,928,257

2112

5,225,436

707,05

376,968

37,282

339,686

3,952,378

3,478

68,015

2,529,012

1,351,873

25,377,803

9,703,269

2,358,605

1,659,498

1,825,260

1,768,645

56,615

9,831171

737,416

312,303

8,781,452

34,367,884

+7.61%

4,044,381

216,251

4,729,449

958,785

467,289

37546

429,743

4,881,206

367,742

3,655

561,770

2,842,837

105,202

25,674,105

10,369,375

2,6M,251

128,765

1,033,575

968,813

64,762

1,531,139

1745646

449,619

9,335,874

34,069,591

-0.87%

2,702,261

263,030

5,430,195

173,458

565,905

37,903

528,002

6,540,340

973,855

64

667,006

3,528,021

1,371,394

26,977,376

10,454,734

2,466,915

220,859

920,467

837812

82,655

12,914,401

1,795,408

510,294

10,608,699

36,915,565

+8.35%

2175573

279,592

7,483,024

1,500,042
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Unearned Revenue Non Cur.
Pension & Other Post Retire...
Deferred Tax Liability Non C...
Other Non Current Liabilities

A Total Equity

Total Preferred Equity
Preferred Stock Redeemable
Preferred Stock Non Redee...
Preferred Stock Convertible

Common Stock & APIC
Common Stock, Total
Additional Paid-in Capital

Retained Earnings

Treasury Stock & Other
Treasury Stock
Comprehensive Income and ...

Minority Interest

Total Liabilities And Equity

A Total Debt

Total Debt Growth

* In Millions of KRW (except for per share items)
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520,416

1,365,533

2,503,480

29,891,672

3,855,082

2139,317

1,715,765

27,173,417

-1136,827

-216,189

920,638

60,490,443

5,947,831

+12.55%

707,05

1,850

1755177

2,761,304

34,912,556

3,865,113

239,317

1,725,796

31,682,932

637,616

231,224

-406,392

2127

66,849,997

6,508,531

+9.43%

958,785

2,017

814,186

2,954,461

39,343,081

3,876,578

2139317

1737261

36,320,754

-859,394

-248,880

-610,514

5143

73,710,965

6,085,892

-6.49%

173,458

3,077

1,188,361

3,065,299

46,558,235

3,897,494

2139317

1758177

43,270,759

-615,869

-394,878

-220,991

5,851

80,627,826

3,998,866

-34.29%

1,500,042

4,799

1,463,731

4,514,452

55,840,309

3,899,466

2139317

1,760,149

50,241,096

1,690,603

-348,310

2,038,913

9144

92,755,874

3,375,632
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000270 Cash Flow Statement

Annual Quarterly

Period Ending:
A Cash from Operations
Cash from Operations Growth
Net Income

Depreciation & Amortisation, Total

Amortisation of Deferred Charge...

Other Non-Cash Items, Total
Change in Net Operating Assets
A Cash from Investing
Cash from Investing Growth
Capital Expenditures (CapEx)
Sale of Property, Plant, and Equi...
Cash Acquisitions
Divestitures
Other Investing Activities
A Cash from Financing
Cash from Financing Growth
Total Debt Issued
Short Term Debt Issued, Total
Long-Term Debt Issued, Total
Total Debt Repaid

Short Term Debt Repaid, Total

19
2

L]

5}

P BB P BB

P BB

2020
32

5,423,896

+50.22%

1,487,585

2,219,522

3,514,499

1,797,710

-2,864,853

-159.45%

-1,661,898

58,584

-1,261,539

3,517,283

+584.27%

5,243,610

5,243,610

-1,202,588

2021
a2

7,359,670

+35.69%

4,760,450

2,219,661

1,699,297

1,319,738

-4,423,910

-54.42%

1,319,523

69,093

-3173,480

-1,620,519

-146.07%

1,076,455

1,076,455

292,950

2022
32

9,333,186

+26.82%

5,409,429

2,422,599

3,718,417

2,217,259

-5,671,268

-28.2%

1,494,602

51,242

4,227,908

-3,454,447

-11347%

940,403

940,403

-3,020,947

D How efficient is 000270

Collapse All A

2023 2024
32 N2
1,296,526 12,564,368
+21.04% +1.22%
8,776,970 9,772,957
2,353,435 2,549,269
4,413,167 4,528,690
-4,247,046  -4,286,548
-3106,766  -10,152,822
+45.22% -226.8%
-2,335,160 -3,485121
105,336 61,539
-876942  -6,729,240
5,596,331  -3,569,987
-62% +36.21%

- 90,246

- 90,246

-3,755191  -1,012,760
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Short Term Debt Issued, Total ) - - - - -
Long-Term Debt Issued, Total & 5,243,610 1,076,455 940,403 - 90,246
Total Debt Repaid @ 1202588 2192950  -3,020,947 -3,755191  -1,012,760
Short Term Debt Repaid, Total ) - - - - -
Long-Term Debt Repaid, Total @ 1202588 2192950  -3,020,947 -3,755191  -1,012,760
Issuance of Common Stock & - - - - -
Repurchase of Common Stock & - -38,116 -110,392 -500,050 -500,050
Issuance of Preferred Stock & B N N - -
Repurchase of Preferred Stock ) - - - - -
Common & Preferred Stock & -461,071 -400931 1,202,793 1403256  -2,194,277
Special Dividend Paid & - - - - -
Other Financing Activities & -62,668 -64,977 -60,718 62,166 46,854
Foreign Exchange Rate Adjustm... & -184,345 57,772 -187,209 205,741 371,867
Miscellaneous Cash Flow Adjust. & - - - - -
A NetChange in Cash & 5,891,981 1,373,013 20,262 2,799,170 -786,574
Beginning Cash Balance ) 4,268,716 10,160,697 1,533,710 1,553,972 14,353,142
Ending Cash Balance 5 10160,697 1,533,710 1,553,972 14353142 13,566,568
Levered Free Cash Flow 5 32670225 440117338 642219263 681661488 411836825
Levered Free Cash Flow Gro... | +81.48% +34.72% +45.92% +614% -39.58%
Free Cash Flow Yield ) 12.41% 16.57% 30.47% 20.63% 19.95%

* In Millions of KRW (except for per share items)
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Ratio
Gross Profit Margin
Operating Margin (EBIT)
Net Profit Margin

ROA

ROE

ROCE

Current Ratio

Quick Ratio

Cash Ratio

Debt to Equity

Debt to Capital

Equity Multiplier
Interest Coverage

Asset Turnover
Inventory Turnover
Receivable Days
Inventory Days

Payable Days

Cash Conversion Cycle
EPS (KRW)

Dividend Payout Ratio
Dividend Cover
Operating Cash Flow Ratio
Cash Flow to Debt

Cash Flow Margin

Free Cash Flow (FCF)
Free Cash Flow Margin

Formula

Gross Profit / Revenue

EBIT / Revenue

Net Income / Revenue

Net Income / Total Assets
Net Income / Equity

EBIT / (Assets - Current Liabilities)
Current Assets / Current Liabilities
(CA- Inventory) / CL
Cash/CL

Total Debt / Equity

Debt / (Debt + Equity)

Assets / Equity

EBIT/ Interest Expense
Revenue / Assets

COGS / Inventory
(Receivables / Revenue) x 365
(Inventory / COGS) x 365
(Payables / COGS) x 365
R+1-P

Given

DPS / EPS

EPS / DPS

CFO/CL

CFO / Debt

CFO / Revenue

CFO - CapEx

FCF / Revenue

2020
0.17
0.03
0.03
0.02
0.05
0.05
124

0.9
0.48

0.2
0.17
2.02
8.82
0.98
6.95
23.4
525
54.1
218

3,710
0.27
371
0.26
0.91
0.09

3.76T
0.06.

2021
0.18
0.07
0.07
0.07
0.14
0.12
135
1.03
0.53
0.19
0.16
191

29.82
1.05
8.04
19.7
454
50.7
14.4

11,873
0.25
3.96
034
113
0.11

6.04T
0.09

2022
0.21
0.08
0.06
0.07
0.14
0.15
135
0.99
0.46
0.15
0.13
1.87

31.06
117
7.54
203
8.4
51.6
17.1

13,494
0.26
3.85
0.37
153
0.11

7.84T
0.09

2023
0.23
0.12
0.09
0.11
0.19
0.21
146
1.02
0.56
0.09
0.08
173

63.82
124
6.85
18.1
53.3
8.9
25

22,167
0.25
3.96
0.44
2.82
0.11

8.96T
0.09

2024
0.23
0.12
0.09
0.11
0.18

0.2
155
1.09

05
0.06
0.06
166

124.8
116
6.66
232
54.8
6.1
319

24,892
0.26
3.83
0.47
372
0.12

9.08T
0.08.
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