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This report examines the financial performance of Melrose Industries Public Limited Company (Plc) which is based in the UK (United Kingdom) from 2018 to 2022. The report will use ratio analysis based on the company's financial statement to discuss the investment activities, capital structure, sources of finance and dividend policy. The report will further examine the impact of changes to the capital structure, sources of finance and dividend policy on its financial performance. 

Company Overview

In 2003 Melrose Industries Plc was founded by Simon Peckham, David Roper, and Christopher Miller. Melrose Industries Plc is a specialised manufacturing company that buy, improve, and sell engineering companies by improving operations, profitability, and financial performance. Melrose also operate in the US as a listed company operating in several sectors and geographical regions with 38.772 employees. Melrose Industries carry out operations through 4 independent segments namely, Automotive, Power Metallurgy, Aerospace, and Other Industries. Automotive segment integrates a variety of driveline technologies which includes electric vehicle components. Power Metallurgy segment produces and sells power metal parts to and for the automotive and industrial sectors. Aerospace segment provides engine structures and defence air frames and Other Industries segment focuses on commercialising metal hydride technology (Melrose 2023).
In 2003 Melrose Industries Plc was listed on the AIM worth £13 million by 2005 Melrose Industries Plc raised over 200 million in equity and acquired Dynacast and Mckechnie from a private equity group (Cinven) for almost £430 million. They also entered the FTSE 250 London's main exchange. In 2007 the company doubled their shareholders value by selling the PSM business as well as the Mckechnie Aerospace business for a combined amount of £459 million. This allowed the company to pay their shareholders a return of £220 million. In 2008, Melrose Industries Plc completed the acquisition of FKI plc for just under 1 billion dollars and included all FKI’s debts then in 2009 Melrose sold Logistex for £50 million. In 2011, Melrose Industries sold Brush Traction, Logistex UK and Madico for a total of £18 million. Dynacast was sold for 367 million which was four times more than the original investment. The acquisition of Mckechnie and Dynacast generated £1 billion in cash for Melrose and the company paid shareholders all past equity raised. Melrose disposed of the final piece of the Dynacast and Mckechnie businesses in 2012 by selling MPC for over £30 million which generated a return on initial equity of 3.25 times. They also completed an acquisition of the Elster Group for £1.8 billion including, rights issue and a 5-year bank facility. In 2013, Melrose Industries had reach had been operating for 10-year. This year the company sold Harris, Acco and Crosby for £1.01 billion, which was 3x’s the original equity. Melrose disposed of Truth hardware and Morelli Motori this combination generated 4x’s the original investment. In 2014, the acquisition of Eclipse took place and Melrose Industries sold Brindon for £365 million which was 2.5 times the return on original equity giving shareholders a return on equity of around £595 million. In 2015 Melrose also entered into an agreement to sell Elster also later that year. Elster was sold for £3.3 billion to a company called Honeywell giving its shareholders a share £200 million in returns. In 2016 a sum of £2.4 billion was returned to Melrose Industries shareholders in returns. Melrose completed the acquisition of Nortex for £2.2 billion which included the rights issues and Nortex’s debts. In 2018, Melrose Industries acquired a UK FTSE 100 listed company GKN Plc for £8 billion. In 2021, shareholders received a share of £729 million in returns. Melrose Industries Plc bought Nortex Air Management for £2.6 billion, and an agreement was met to sell Nortex Control. Also, the sale of Brush had completed. In 2023, so far this year, Melrose has sewn the demerger of Automotive Power Metallurgy and Hydrogen.
Since its establishment, and after all businesses sold, Melrose Industries Plc has seen shareholders Investments average return gains of 2.5 times on equity up to the end of 2021 according to Melrose.net (2023). This gave shareholders a share of cash returns of over £5 billion pounds. The company has spent over 1 billion on research and development of their acquisition of Elster, GKN also called Nortek has spent 300 million pounds on research and development related to climate change (Melrose Industries PLC (Public Limited Company). 2022).
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Corporate finance includes a variety of actions which allow a business to plan, develop and control its own capital structure. Prime decision making on finance, investments and dividends can impact a company’s cost of capital, profit, and value (Esley and O'Hara. 2004). Meeting the allowance requirement of a business with a capital investments strategy is a fundamental part of attaining a good capital structure (Balakrishnan and Fox., 1993). In addition to the capital structure, the working capital, capital budgeting and dividend distribution are other elements of corporate finance (Myers. 2001). 
The Capital Structure of a business is the proportion of equity and debt amount used to finance its assets and fund the company's operations. The ratios used to show the strength of the balance sheet are 1. debt-to-capital, 2. debt-to-equity, and 3. long-term debt / (long-term debt + shareholders equity). A well-balanced combination of both equity and debt depending on the context of the business and industry can enhance the financial leverage while changes in the level of financial leverage can have an impact on the weighted average cost of capital or (WACC) (Bhayani, 2009). The primary focus of a business is to maximise the profits for its stakeholders (Thomsen, and Pedersen. 2000) by minimising the cost of capital.
The working capital of a business is the capital available for day-to-day operations and maintaining the liquidity of a business's needs. A well ran business can manage its current and future expenses as well as its short-term debt with efficient working capital management in line with the companies polices (Deloof, 2003; Tauringana and Adjapong. 2013). These include cash, inventories, accounts receivable and account payables. In other words, anything the company can convert to cash quickly which holds its value and cash available to run the business. To calculate the working capital available, the current liabilities are deducted from the liquid assets as listed on the balance sheet.
Some companies require many sources of finance which aid the running of all business operations and secure its growth (BBC Bitesize 2023). The credit and funds employed are required for economic activities, purchasing raw materials, assets, and goods needed (Atrill., 2012) and (Bhattacharya. and Londhe, 2014). According to Atrill, (2012) capital can be acquired from two sources internally though equity and externally with debt depending on the industry and needs of a business with both sources having advantages and disadvantages. Internal sources of finance include capital which is invested by the owner such as personal savings. Another option is selling business assets to raise money which could include selling excess stock, machinery, or equipment to name a few. Also, the most desirable internal source of finance is the profit made after all necessary deductions (Oliner. and Rudebusch, 1992). A business can choose to keep it as retained earnings and reinvest it in expanding the business or they can share it with shareholders in dividends (Titman and Grinblatt, 2002). Sources of finance that come from outside the company can include borrowing from a bank, although bank loans can be paid back over several years borrowing comes with interest. A new business partner can be good for business in the form of capital and knowledge in return for part of the business. Selling ordinary shares is another way of raising cash quickly through external sources. The buyers of the ordinary shares gain part ownership and are given rights to vote on any changes within the business. Whereas preferential shares are the approach of investors who invest in a business in exchange for input in the running of the business and an agreed share of the profits (Demirel, and Danisman, 2019). The Government also can award non-repayable grants to businesses. The Government grants are awarded given certain criteria are met. Hire purchasing and leasing of assets are other external sources of finance a business can use. 
Enron Corporation an energy company in the USA performed one of the biggest fraudulent accountings in history. Ken Lay set up Enron in 1985 as a gas bank supplier in the early nineties the US saw a deregulation in the natural gas industry. Jeff Skilling saw an opportunity for the business due to the deregulations and originally gave advise to the company. Shortly after Jeff Skilling was recruited by Enron and the company quickly became a major global player. Enron began manipulating accounts to keep its debt hidden on the balance sheet of the financial statement from their shareholders and the public. Enron used accounting tricks and the methods of mark-to-market accounting to transfer financial losses to hide the debts of the company. Fooling shareholders and the public into believing the company was performing a lot better than it was. Enron did this by creating subsidiary or a special purpose entity and used it to isolate financial risk.  Enron used this method to keep its debt hidden for a longtime. Transferring debt to its subsidiaries therefore removing it from Enron's company balance sheet (Applied CG. 2016)
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Capital structure examines the mix of debt and equity in a company’s financial structure. This to a large extent determines the company’s value as well as its cost of capital. There are a few ratios in assessing a firm’s capital structure,
D/E or = debt capital / total equity ratio measures the financial leverage of Melrose Industries Plc and is also known as leverage or gearing ratio. This ratio shows the amount of debt used to finance assets relative to the amount of equity. 2018/ 19 and 2020 data indicate that Melrose was financing a small amount of its potential growth through borrowing which also carries a higher risk of solvency. In 2018 as seen in Figure 1, the debt-to-equity ratio was 41%. In 2019 this increased to 52% and then it slightly decreased to 47% in 2020. For these three years according to the balance sheet of the company. It used more capital financed from debt. This could be because the company was going through a growth phase. Another reason for the high level of debt in 2019 was the Covid 19 pandemic which could mean the company had to borrow to make up for low internal funds due to low revenues during the pandemic. In 2021 the debt-to-equity ratio decreased again to 16.21%. In 2022 the company’s total debt was financing 25.98% of its equity.


Figure 1:  Debt to Equity ratio
[image: ]

The next ratio (see figure 2) compares the total amount of long-term debt against the shareholders equity of Melrose Industries Plc. The ratio shows the capital structure of the company calculated by dividing the debt capital by the sum of debt capital and total equity (Myers, 2001). Debt Capital is the money borrowed both short term and long term which is paid back with interest. 
Equity capital are the funds invested in a business in return for a stake in the business such as stakeholders. This ratio = debt capital / (debt capital +total equity) helps investors measure the company's ability to meet its liabilities. Also, this ratio provides insight into Melrose Industries core operations and how they are financed. Melrose Industries Plc metric shows the company uses both its revenues and shareholder equity to finance its activities and operations. Melrose Industries has more capital than debt, this shows investors the company has enough leverage to afford a loan based on its financial structure. As seen in figure 2, its highest point over the last five years was 2019 when the debt reached 36.48% decreasing by 3% during the pandemic in 2020 to 33.89%. Depending on the industry and size of a firm if debt exceeds equity, then the risk to shareholders is great and a considerable risk due to the uncertainty of repayment of capital or dividend (Berger, Ofek, and Yermack, 1997) and (McConnell, and Muscarella, 1985). a study of manufacturers firms in Nigeria showed using equity capital to finance activities improved the value of the firm (Akeem, Terer, Kiyanjui, and Kayode, 2014).
Figure 2: Debt Capital / Debt Capital + Total Equity
[image: ]

The next ratio we will look at regarding Melrose Industries Plc capital structure ratio = long-term debt/ (long-term debt + total equity) and how much the business relies on long-term debt to finance its purchases and other activities in relation to equity used (Marsh, 1982). As seen in figure 3: 2019 and 2020 ratios for long-term debt to equity show debt to be 3 times higher than shareholders equity value and by 2022 Melrose Industries Plc long term debt to equity had decreased to 19.52% 6% higher than the previous year of 16.94%. The ratios show the company’s assets to be greater than the debts. This also means the company can finance all its long-term obligations. Overall, the above data shows Melrose Industries to have a strong capital structure and the ability to pay all the company's debts.

[image: ]Figure 3: Long Term Debt / (Long term debt + Shareholders Equity)
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The focus of a business is how they are going to fund their day-to-day operations and other various cost needs. A company can fund their business by either internal or external sources. Options of internal source of finance included retained earnings these are profits held by the company which they can keep for reinvestment or distribute among its shareholders as dividends (Hawawini, 2011). Another option available internally is selling off some assets owned by the company such as excess stock, equipment or machinery. Selling assets can be used if a company need to raise money quickly. External sources of finance include money borrowed from the bank, a bank loan usually come with a greed interest and a time which debt should be paid usually over several years. Another external source of finance could come in the form of partnership. Bringing in additional people or persons as a new partner can also provide money for a business also the partner would gain part of the business. Issuing shares is another way to sourced money. Businesses can sell ordinary shares to raise cash. Although investors who buy a share gain certain rights as a part owner of the business, such as the right to vote on changes.
Melrose relied mainly on debt; that is long term loans and equity from shareholders. As can be seen from the table, Melrose reduced its reliance on debt from £3812 to £11862 million from 2018 to 2022. This represented a reduction of 51.12% in its debt. Equity also reduced from £8261 to £7168 million within the same period. Other source of finance included credit purchases which is seen from the balance sheet under current liabilities. This reduced from £3315 to £2855 million. Short-term borrowings were also utilised by the firm. This was £382 million in 2018 and the £123 million in 2022.
The weighted average cost of capital (WACC) is a financial ratio which metric measures the cost of financing and acquiring assets by comparing the debt-to-equity structure of a firm. WACC is also used as a discount rate for future cash flows (Mian, and Velez-Pareja, 2008) and (Fernandez, 2007). To finance assets a company is expected to pay a tax rate to all its security holders (Frank. and Shen., 2016) the weighted average cost of capital is the minimum return a company earns on an existing asset base to satisfy its owners, creditors, and other investors or value creation (Penman and Zhang, 2020). Forecasting the future through a company’s free cash flow then apply a discount cash flow analysis (Massari, Roncaglio, and Zanetti, 2008). The WACC of a company depends on the industry and size of operations so there is no fixed value which is considered a good weighted average cost of capital (Steffen, 2020) a higher WACC could indicate a risky investment and the company is paying more for the capital (Ondraczek, Komendantova, and Patt, 2015). whereas a lower WACC show investors a more stable investment with a minimum value rate of return for investors (Franc-Dąbrowska, Mądra-Sawicka and Milewska, 2021). The discount rate shows the opportunity cost of investment and the return that could be earned on investment with similar risks (Miller., 2009)and (Arnold, 2013) there are a few components used to work out the weighted average cost of capital including, the ratios of debt-to-equity, tax rate, the cost of debt and the cost of equity as below (see table 1).  

Table 1: Weighted Average Cost of Capital or (WACC)
	
	2022
	2021
	2020
	2019
	2018

	WACC = (D/C*CD) + (E/C *CE)
	2.02%
	1.94%
	2.73%
	1.98%
	1.62%

	CD = int paid/TD *100
	4%
	10%
	5%
	5%
	4%

	CE = DIV/TE *100
	1.55%
	0.18%
	1.42%
	0.30%
	0.50%

	Debt
	£1,862.00 
	 £1,741.00 
	 £3,646.00 
	 £4,330.00 
	 £3,812.00 

	Equity
	£7,168.00 
	 £7,540.00 
	 £7,110.00 
	 £7,551.00 
	 £8,261.00



The financial manager of a company aims to increase the value of the company and maximise shareholders value (Clayman, 2012) the financial manager has two decisions to make either investment or finance decisions with the aim of earn as much as possible on investments, a higher rate of return or borrow money for as little as possible. The interest a company pays on its debt and equity is the cost of capital. The cost of debt and the cost of equity represents the risk involved in lending money for a certain amount of time. The average cost of capital of Melrose Industries Plc using both equity and debt to fund the company’s operations was 1.62% in 2018 the following year saw an increase to 1.98%, furthermore, this increase continued through 2020 to 2.73% with an interest rate of 4% for 2018 and 5% 2019 and 2020. In 2021 the WACC decreased to 1.94% and a 10% cost of debt which meant more borrowing with higher risks and higher returns. Despite the decrease Melrose Industries Plc paid out over 7 million to shareholders and acquired Nortex Air Management for more than 2 billion pounds. In 2022 there was an increase in the WACC to 2.02% though the cost of debt decreased from 10% to 4% and the cost of equity was 1.55% the highest over the 5 years. Throughout the five years the company’s WACC ratio has stayed between 1% and >3%. Melrose Industries Ltd have performed many acquisitions, and mergers, with internal financial modeling of their investments all which were evaluated using the hurdle rate of the WACC (González, Rodríguez, Pelechano, and García-Muiña. 2020). A company uses the NPV (Net Present Value) to calculate the discount rate of the weighted average cost of capital (WACC) as a hurdle rate (Chen and Ward, 2000) the hurdle rate is used to evaluate opportunity costs for investments or projects and shows the rate of return prerequisite by management or investors (Schwarzbichler, Steiner, and Turnheim. 2018). Higher cost of capital would mean lower value of the firm and lower value for shareholders.
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To analyse the financial performance of Melrose Industries PLC, over a five-year period financial data was taken from the balance sheet, cash flow and income statements. The financial analysis ratios found were used to understand and interpretate the findings of the company’s capital structure, sources of funds and working capital. The findings have shown capital structure of the company Melrose Industries Plc analysis from 2018 to 2022 to be stable. Melrose Industries Plc manufacturing company operate in different industries and sectors, due to the nature of its operations by means of new subsidiaries. Melrose Industries Plc at any time the company can find themself taking on large investments and debt which is not unusual. The 2022 ratios for the capital structure showed Debt at 19.57% a Leverage of 25.98% and a gearing level of 20.62%, all which were an increase on the previous year. The ratios also suggest the company has little or no short-term or long-term debt risks which they could not deal with. The company’s financial statements also show its capital although using both equity and debt mostly comes from the company’s equity. The year-on-year trend the company’s total liabilities has decreased as well as Melrose Industries borrowings have reduced more than 60% in 2021 and 2022 also reducing interest charges. The total equity of the company over the five-year period has seen a trend of equity reserves not falling under the 7 million pounds mark. Past acquisitions and sales have generated large amounts of profit, equity and dividend payouts. 
By calculating the cost of financing (equity) and comparing acquiring assets (debt) we can understand the structure of Melrose Industries Plc business. The weighted average cost of capital or WACC is dictated by the external market and is like the required rate of return (RRR). This is the rate expected by shareholders and lender for providing the company with capital. Melrose industries WACC for the company increased slightly from 2021 to 2022 by 0.08 it also showed a high cost of debt in 2021 at 10% RRR while cost of equity was 0.18. In 2022 this decreased to 4% RRR for cost of debt and 1.55% for the cost of equity increasing by 1.37%. The ratio calculations show the company’s profitability of future projects can be easily achieved.
The sources of finance of a company come both from debt and equity financial ratios are important when assessing a company’s ability to generate profit and revenue.  For investors to think a project worthy for investment they want to know if a company can meet their short-term commitments the report has used the current ratio, the acid test and the cash ratio to measure the working capital performance. The cash ratio and the quick ratio have both increased in 2021 than both decreased in 2022 a contributing factor could have been the dividend paid to shareholder in 2022. Despite the decrease all ratios are healthy and would not stop the company from being approved for credit. 
Liquidity ratios vary by industry but is typically between 1.0 and 3.0. To increase the profitability of a company the efficient management of cash, inventories, account receivables and account payables is necessary. The cash ratio also known as working capital ratio is a metrics which measure a company’s liquidity. As seen in figure 4, the ratio used is = cash and cash equivalence/ current liabilities. Melrose Industries Plc cash ratios from 2018 to 2022 shows the company to be using more equity than debt and can pay their short-term current liabilities using only cash or cash equivalence around 5 times on average except 2022.when it fell lower than the previous year to 4.90 times. The operating structure shows the company as favourable to its creditors it can also be seen as the company is holding large amounts of cash and are not utilising assets. Moreover, using the money elsewhere could generate higher returns than holding it or returning it to shareholders. Some business hold cash to prioritize the company’s growth.  

Figure 4: Cash Ratio = Cash and Cash Equivalence / Current Liabilities
[image: A graph of a graph showing numbers and a number of cash
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The quick ratio also known as the acid test ratio is also a liquidity ratio it considers all the assets that can be turn into cash quickly because the focus is on total liquid assets and is an indicator of the company’s performance (Bondinuba, Bondinuba, Opoku, Owusu-Manu, and Mittal, 2022) the benchmarks for the quick ratio is 1.00 but varies from industry to industry but the higher the ratio the better. The formular is = current assets – inventory/current liabilities.  As in figure 5, Melrose Industries Plc quick ratio shows the company has enough liquid assets to pay off all its current liabilities year on year for the period of five-year according to the balance sheet calculations without additional finances or having to sell their inventory. Melrose Industries Plc quick ratio shows the company to be financially sound. 2018 ratio of 5.51 shows for every £5.50p of liquid assets was available to the company to cover each £1.00 of its current liability. 2022 showed the lowest decrease over the five years giving a ratio of 4.54. This meant for every £4.54p of liquid assets are available to cover each £1.00 of current liabilities. This ratio helps the company to look financially healthy and with very good liquidity also the ratio can be used to compare across sectors or time periods. A disadvantage of the quick ratio is that it does not show the capabilities a company has of future cash flow, the ratio calculation does not consider long-term liabilities, the ratio may not show true liquidity or the true collectability of account receivables.

Figure 5: Quick Ratio = Current Assets – Inventory / Current Liabilities
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The current ratio or working capital ratio shows a company’s ability to pay their short-term commitments. The ratio incorporates all current assets and current liabilities listed on the company’s financial statements. The current asset ratio considers assets that are cash or could be turn into cash within a year or less also the liabilities which need to be paid in a year or less. The formular for the ratio is = current assets / current liabilities. of less than 1.00 indicate there are not enough current assets available to pay pending or any debts due within one year and the risk of solvency. A working capital ratio of 1.00 and above means the assets exceed the value of its liabilities (Madushanka, and Jathurika, 2018). Although 1.00 and above is better the ratio only provides a snapshot of the financial resources a company needs to stay solvent. As seen in figure 6, for the five years Melrose Industries Plc current ratio has stayed steady exceeding the value of its short-term obligations over one and a half times 2018, 2019 and 2020. 2021 and 2022 saw the current ratio exceed the value of its short-term debt over 2-times which looks good to investors.
Figure 6: Current Ratio = Current Assets /Current Liabilities
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As well as debt there is interest need to be paid whether it be short term (within 12 months) or long-term (over twelve months and up to 5 years) called interest cover. The interest cover is a debt and profitability ratio it regulates whether a company can pay off interest charges on any unsettled debts. The interest expense can directly affect the profitability and creditworthiness of a company depending on whether it’s meeting the interest commitments it has. The coverage shows how many times the obligations can be paid using the company’s earnings at any given time throughout the fiscal year. 

The interest cover ratio is important when making investment decisions also investor use this ratio to understand if a company can pay interest due on outstanding debts. The interest cover varies from industry to industry, and its thought a higher coverage ratio the better. The formular which is taken from the balance sheet of the company’s financial statement includes = earnings before tax and interest (EBIT) / interest expenses. An interest coverage ratio below 1.5 or lower could show a company as unable to fulfil their interest expenses. Borrowing further may be the only option available to the company’s survival but investors and lenders have the right to refuse to lend anymore as they perceive risks as too high. A coverage level of 1.5 is the minimum level accepted by analysis and investors. Dipping into available reserves is an option a company has instead of risk of default to meet its interest payments. The more ability a company must meet its interest payments also shows an aspect of the company’s solvency and is an important factor in the returns for shareholders.

Figure 7: Interest Cover = Earning before Tax and Interest / Interest Expenses
[image: ]

As seen in figure 7, the interest coverage ratio for Melrose Industries Plc for 2018 was 3.50 this shows the company can handle its outstanding debts over 3 time this shows the company has no current problems with liquidity. In 2019 the ratio decreased to -0.50 which could cause the company’s risk of default considered as very high in turn causing lenders not to borrow any more money to the company. Ritter, (2014) potential bond buyers or banks would still invest money in a business with a low interest coverage ratio in exchange for charging a higher interest rate on the debt. Melrose Industries Plc could still fulfil its interest coverage of the –0.50 by using its cash reserves to cover the interest. In 2020, 2021 and 2022 the interest coverage ratio for the company maintained their revenues at a fair consistent level increasing year on year from 3.54 in 2020 increasing to 3.95 in 2021 increasing again in 2022 to 4.32. A good capital structure increases the value of a business and an increase in market prices for shares (Alkaraan, and Northcott, 2006) changes to the capital structure can impact a variety of areas of a business including the net income, the company’s leverage and the cost of capital to name a few. The higher the debt the more interest is paid on the debt which in turn decreases the profitability of the company (Soet, Muturi, and Oluoch, 2018).
The effect of these on Melrose’ dividend policy is seen in the table below:
	
	Table 2: Total Dividend Paid (millions of pounds)

	
	2022
	2021
	2020
	2019
	2018

	
	£111.375
	£13.5
	£101.25
	£22.95
	£41.175



We see a reduction in total dividend paid from 2018 to 2019. This was likely due to the Covid 19. There was an increase in 2020 and then a reduction to £13.5 in 2021. However, there was a significant jump to £111.375 in 2022.

[bookmark: _Toc141168566]Conclusion

The capital structure of Melrose Industries Plc is stable the company can manager its working capital well. The company has a low WACC which is good for investments and returns and sources of finance is adequately available. Melrose Industries Plc is mainly funded by assets to run its operations and activities.  
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APPENDIX 1: CAPITAL STRUCTURE AND COST OF CAPITAL
	
	2022
	2021
	2020
	2019
	2018

	Debt Capital to Total Equity
	25.98%
	16.21%
	47.82%
	52.64%
	41.52%

	
	
	
	
	
	

	
	
	
	
	
	

	 
	2022
	2021
	2020
	2019
	2018

	Debt Capital to (Debt capital +Total Equity)
	20.620%
	18.759%
	33.897%
	36.445%
	31.575%

	Equity to total capital
	79.380%
	81.241%
	66.103%
	63.555%
	68.425%

	
	
	
	
	
	

	
	2022
	2021
	2020
	2019
	2018

	Long term Debt /(Long term Debt +Shareholders Equity)
	19.524%
	13.947%
	32.350%
	34.487%
	29.339%

	
	
	
	
	
	

	 
	2022
	2021
	2020
	2019
	2018

	WACC = (D/C*CD) +(E/C *CE)
	2.02%
	1.94%
	2.73%
	1.98%
	1.62%

	CD = int paid/TD *100
	4%
	10%
	5%
	5%
	4%

	CE = DIV/TE *100
	1.55%
	0.18%
	1.42%
	0.30%
	0.50%

	Debt
	 £    1,862.00 
	 £  1,741.00 
	 £  3,646.00 
	 £    4,330.00 
	 £    3,812.00 

	Equity
	 £    7,168.00 
	 £  7,540.00 
	 £  7,110.00 
	 £    7,551.00 
	 £    8,261.00 

	
	2022
	2021
	2020
	2019
	2018

	RETURN ON EQUITY
	-3.3%
	-6.5%
	-7.3%
	3.7%
	-5.1%








APPENDIX 2: OTHER RATIOS

	FORMULA
	 
	2022
	2021
	2020
	2019
	2018
	Diff.
	
	
	
	
	

	Operating profit/Capital employed*100
	ROCE
	-2.33%
	-4.62%
	-4.96%
	2.54%
	-3.52%
	6.06%
	PROFITABILITY RATIOS
	

	Revenue/capital employed
	Asset Turnover
	68.46%
	61.02%
	53.56%
	74.33%
	50.80%
	46%
	
	
	
	
	

	Gross profit/Revenue*100
	Gross Profit Margin
	-3.13%
	-7.41%
	-7.28%
	2.55%
	-5.16%
	8%
	
	
	
	
	

	Operating Profit/Revenue*100
	Net Operating Profit Margin
	-3.13%
	-7.41%
	-7.28%
	2.55%
	-5.16%
	8%
	
	
	
	
	

	Inventory/Cost of sales*365
	Inventory Days
	13.19%
	12.50%
	14.72%
	12.46%
	17.37%
	-28%
	EFFICIENCY RATIOS
	

	revenue/non-current assets
	Non-Current Asset Turnover
	94.42%
	79.67%
	72.65%
	105.78%
	69.47%
	52%
	
	
	
	
	3w

	current assets/current liabilities
	Current Ratio
	96.47%
	82.71%
	94.11%
	112.39%
	116.88%
	-4%
	LIQUIDITY RATIOS
	
	

	current assets-inventory/current liabilities
	Acid test/Quick ratio
	51.55%
	43.42%
	29.53%
	33.72%
	55.50%
	-39%
	
	
	
	
	

	cash/current liabilities
	Cash ratio
	11.92%
	15.14%
	9.25%
	14.69%
	11.23%
	3%
	
	
	
	
	

	Trade and other receivables/Credit sales*365
	Trade receivables Days
	69.05798063
	64.98646617
	84.8527762
	65.56487645
	104.23454
	-37%
	
	
	
	
	

	 
	 
	2022
	2021
	2020
	2019
	2018
	 
	
	
	
	
	

	Debt Capital to Total Equity
	Debt Capital to Total Equity
	25.98%
	16.21%
	47.82%
	52.64%
	41.52%
	11%
	CAPITAL STRUCTURE RATIOS

	Debt to Capital
	Debt Capital to (Debt capital +Total Equity)
	20.620%
	18.759%
	33.897%
	36.445%
	31.575%
	5%
	
	
	
	
	

	Capital structure(Long term)
	Long term Debt /(Long term Debt +Shareholders Equity)
	19.524%
	13.947%
	32.350%
	34.487%
	29.339%
	5%
	 
	 
	 
	 
	 

	EBIT/Interest(Finance costs)
	Interest Cover
	-3.323943662
	-2.952095808
	-2.703125
	1.320754717
	-2.716129
	-149%
	
	
	
	
	

	 
	Earnings per share
	-5.40p
	-10.30p
	-11.70p
	0.90p
	-11.80p
	#VALUE!
	INVESTMENT RATIOS
	

	 
	Price/Earnings Ratio
	 
	 
	 
	#REF!
	#REF!
	#REF!
	
	
	
	
	

	 
	Dividend per share
	0.0825
	0.01
	0.075
	0.017
	0.0305
	-44%
	
	
	
	
	

	 
	Dividend payout percentage
	0.43
	1.626213592
	0.06410256
	0.00
	0.4
	-100%
	
	
	
	
	

	EBIT/SHAREHOLDERS EQUITY*100
	RETURN ON EQUITY
	-3%
	-7%
	-7%
	4%
	-5%
	#DIV/0!
	
	
	
	
	







APPENDIX 3: FINANCIAL STATEMENTS

	FINANCIAL RESULTS FOR THE LAST 5 YEARS
	
	
	
	

	Values are quoted in the stock's local currency: British pound.
	
	
	

	
	
	
	
	
	

	Income Statement:
	31/12/2022
	31/12/2021
	31/12/2020
	31/12/2019
	31/12/2018

	 
	£ (Millions)
	£ (Millions)
	£ (Millions)
	£ (Millions)
	£ (Millions)

	Revenue
	7,537.00
	6,650.00
	7,132.00
	10,967.00
	8,152.00

	(EBIT)Operating Profit / (Loss):
	-236
	-493
	-519
	280
	-421

	Net Interest:
	-71
	-167
	-192
	-212
	-155

	Profit Before Tax:
	-307
	-660
	-679
	106
	-542

	Profit after tax from continuing operations:
	-223
	-480
	-565
	55
	-467

	Discontinued Operations: 
	 
	 
	 
	 
	 

	Profit after tax from discontinuing operations:
	-80
	1,317.00
	32
	-106
	-8

	Profit for the period:
	-303
	837
	-533
	-51
	-475

	Attributable to: 
	 
	 
	 
	 
	 

	Equity holders of parent company:
	-308
	833
	-536
	-60
	-475

	#DIV/0!
	#DIV/0!
	#DIV/0!
	Capital structure
	Debt Capital to (Debt capital +Total Equity)
	#DIV/0!

	Minority Interests / Other Equity:
	5
	4
	3
	9
	n/a

	Total Dividend Paid:
	111.375
	13.5
	101.25
	22.95
	41.175

	Retained Profit / (Loss) for the Financial Year:
	c n/a
	c n/a
	c n/a
	c n/a
	c n/a

	Earnings per Share: 
	 
	 
	 
	 
	 

	Basic:
	-5.40p
	-10.30p
	-11.70p
	0.90p
	-11.80p

	Diluted:
	-5.40p
	-10.30p
	-11.70p
	0.90p
	-11.80p

	Adjusted:
	7.00p
	3.10p
	-0.60p
	14.30p
	12.70p

	Dividend per Share:
	0.0825
	0.01
	0.075
	0.017
	0.0305

	Balance Sheet:
	31/12/2022
	31/12/2021
	31/12/2020
	31/12/2019
	31/12/2018

	 
	£ (Millions)
	£ (Millions)
	£ (Millions)
	£ (Millions)
	£ (Millions)

	Assets: 
	 
	 
	 
	 
	 

	Non-Current Assets: 
	 
	 
	 
	 
	 

	Property, Plant & Equipment:
	2,599.00
	2,528.00
	3,133.00
	3,432.00
	3,171.00

	Intangible Assets:
	6,846.00
	7,390.00
	9,198.00
	9,784.00
	11,098.00

	Investment Properties:
	n/a
	n/a
	n/a
	n/a
	n/a

	Investments:
	497
	516
	464
	484
	492

	Other Financial Assets:
	36
	47
	101
	38
	26

	Other Non-Current Assets:
	1,136.00
	957
	619
	584
	636

	 
	11,114.00
	11,438.00
	13,515.00
	14,322.00
	15,423.00

	Current Assets: 
	 
	 
	 
	 
	 

	Inventories:
	1,025.00
	893
	1,126.00
	1,332.00
	1,489.00

	Trade and Other Receivables:
	1,426.00
	1,184.00
	1,658.00
	1,970.00
	2,328.00

	Cash at Bank & In Hand:
	355
	473
	311
	512
	415

	Current Asset Investments:
	n/a
	n/a
	n/a
	n/a
	n/a

	Other Current Assets:
	67
	34
	70
	104
	89

	 
	2,873.00
	2,584.00
	3,165.00
	3,918.00
	4,321.00

	Other Assets:
	n/a
	n/a
	n/a
	n/a
	n/a

	Total Assets:
	13,987.00
	14,022.00
	16,680.00
	18,240.00
	19,744.00

	Liabilities: 
	 
	 
	 
	 
	 

	Current Liabilities: 
	 
	 
	 
	 
	 

	Borrowings:
	123
	519
	246
	355
	382

	Other Current Liabilities:
	2,855.00
	2,605.00
	3,117.00
	3,131.00
	3,315.00

	 
	2,978.00
	3,124.00
	3,363.00
	3,486.00
	3,697.00

	Net Current Assets:
	c n/a
	c n/a
	c n/a
	c n/a
	c n/a

	Non-Current Liabilities: 
	 
	 
	 
	 
	 

	Borrowings:
	1,739.00
	1,222.00
	3,400.00
	3,975.00
	3,430.00

	Provisions:
	949
	1,022.00
	1,338.00
	1,447.00
	1,954.00

	Other Non-Current Liabilities:
	1,153.00
	1,114.00
	1,469.00
	1,781.00
	2,402.00

	 
	3,841.00
	3,358.00
	6,207.00
	7,203.00
	7,786.00

	Other Liabilities:
	n/a
	n/a
	n/a
	n/a
	n/a

	Total Liabilities:
	6,819.00
	6,482.00
	9,570.00
	10,689.00
	11,483.00

	Net Assets:
	7,168.00
	7,540.00
	7,110.00
	7,551.00
	8,261.00

	Capital & reserves: 
	 
	 
	 
	 
	 

	Share Capital:
	309
	333
	333
	333
	333

	Share Premium Account:
	3,271.00
	3,271.00
	8,138.00
	8,138.00
	8,138.00

	Other Reserves:
	-830
	-1,416.00
	-2,251.00
	-2,143.00
	-1,726.00

	Retained Earnings:
	4,379.00
	5,319.00
	861
	1,197.00
	1,492.00

	Shareholders Funds:
	7,129.00
	7,507.00
	7,081.00
	7,525.00
	8,237.00

	Minority Interests / Other Equity:
	39
	33
	29
	26
	24

	Total Equity:
	7,168.00
	7,540.00
	7,110.00
	7,551.00
	8,261.00

	a. Includes discontinued activities
	
	
	
	

	b. Including assets due in more than one year
	
	
	
	

	c. Not disclosed under IFRS
	
	
	
	
	

	d. Total fixed assets
	
	
	
	
	

	e. Includes borrowings
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