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[bookmark: _Toc219063294]Executive Summary
This report will discuss financial performance and investment decision-making as per the financial management techniques applied. Part One will discuss the financial statements of Whitbread PLC, and it was determined that the company is operating within a high operating margin and cash generation despite the inflationary cost pressures. The liquidity ratios are below the conventional norms, but they are close to the cash-based hospitality business model. The increasing gearing and declining interest cover mean that the financial risk is more intense and should be monitored closely. Part Two is an evaluation of three investments of Westward PLC, where all the projects have positive NPVs. The choice of investment is the internet sales development option, as it has a high NPV and IRR. Overall, the present report indicates a wise capital deployment and balanced financing strategy as the means of increasing shareholder value.
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[bookmark: _Toc219063295]Introduction
Effective corporate financial management is based on financial analysis and capital investment decision-making, especially for organizations that have a capital-intensive and competitive industry environment. The directors must not only analyse the previous financial performance, but must also make knowledgeable strategic choices that will guarantee sustainable growth, resource efficiency, and the wealth maximization of shareholders. This report will respond to these needs as it will provide a combination of financial statement analysis and investment appraisal techniques to enable informed decisions at the board level.
Part 1 of this report is a detailed financial performance analysis of Whitbread PLC, which is a member of the FTSE 100 Index and one of the top hospitality companies in the UK. Based on the latest two years of published financial statements, important profitability, liquidity, gearing, efficiency and investor ratios are computed and critically evaluated. This analysis is aimed at determining the financial health of Whitbread, its operations, and its financial risks and shareholder value creation over time. The interpretation of changes in ratio performance is in the context of industry conditions, inflationary pressure, decisions related to capital structure and strategy of operation. The analysis also acknowledges the historical nature of the ratio analysis and its inherent weaknesses that include its inability to capture qualitative factors such as the strength of the brand and the management ability. Based on the findings, some practical recommendations are made to improve the financial management and long-term performance.
Part 2 brings attention to the future-oriented investment decision-making rather than the past performance, based on a hypothetical case study of Westward PLC, a manufacturing firm that is finding strategic expansion. There are three mutually exclusive investment choices evaluated by use of the discounted cash flow method, mainly Net Present Value (NPV) and Internal Rate of Return (IRR) over four years. The analysis reflects taxation, capital allowances and cost of capital of the company to make it realistic and accurate. The rationale underlying the primacy of NPV as the method of choice in investment appraisal is also theorised, and the persistence of non-discounting methods of investment appraisal, like payback period and accounting rate of return, is also explained.
Moreover, the report covers capital rationing with a limited investment budget and determines the most suitable investment policy in the case of divisible projects. The report also ends with financing suggestions on the proposed investment programme, where the merits and demerits of retained earnings, debt finance and equity finance are critically evaluated.
In general, the role of this report is to give directors a fair, analytical and practical set of guidelines in considering and benchmarking financial performance and making value-increasing investment choices.

[bookmark: _Toc219063296]Part 1: Financial Statement and Ratio Analysis
[bookmark: _Toc219063297]Profitability Analysis
The profitability ratios of Whitbread PLC give an insight into the capacity of the firm to earn profits out of its operation and capital utilised (see Appendix A). The Operating Profit Margin indicates the ratio of the revenue retained as operating profit before interest and tax, which is one of the primary measures of efficiency of operations (Drury, 2020). The operating margin of Whitbread fell a bit in comparison with 19.08% in 2023/24 to 17.59% in 2024/25. It is a small 0.5 percentage point fall, which increases labour, utilities, and food prices as a result of inflationary pressures on the UK hospitality industry (Hospitality UK, 2024).
Although this has declined, the operating margins of Whitbread are still high compared to the industry standards. According to Kumar and George (2020), hotel operators earn margins ranging between 10 and 20%, and premium operators are on the higher side. The fact that Whitbread remains above 15% thus means that it manages its costs and has pricing power. The added ability of accommodation and food services, which is integrated with it, also promotes the diversification of revenue and margin stability (Whitbread PLC, 2025).
The Net Profit Margin, which calculates profitability after all the expenses, including finance costs and taxation, went up marginally between 10.55 in 2023/24 and 8.68 in 2024/25. This is a weak financial management improvement, with operating margin pressure, which is a negative result of debt refinancing that was done in 2024/ 25 and resulted in enhanced financing costs. According to Palepu et al. (2020), net margins are essential signs of the sustainability of the business in the long term.
Return on Assets (ROA) evaluates the efficiency of the management to utilise all assets to make profits (Atrill, 2019). Whitbread ROA increased by 3.28% to 2.56%, which is not better utilisation of assets in an industry that is capital-intensive. According to Zhang et al. (2021), the ROA of the established hotel operators is usually between 4 and 7%, which places Whitbread within the industry average.
The ROE has improved since it was 8.87 in 2023/24 to 7.61 in 2024/25, indicating a lower shareholder value creation. This decrease is an indication of decreased profitability and management of capital structure. DuPont analysis demonstrates that the ROE of Whitbread has a disadvantage of a reasonable balance of Margins, efficiency of asset and fair leverage (Robinson et al., 2015).


[bookmark: _Toc219063298]Liquidity Analysis
Liquidity ratios determine the capacity of the company to fulfil short-term liabilities and are a basic component of financial stability (Bekaert, 2017). The Current Ratio gives the relationship between the current assets and liabilities, and that of 2023/24 is 0.96, and that of 2024/25 is 0.81. Both values are lower than the standard 1.0, which is normally attributed to a sufficient level of short-term solvency. Nonetheless, such numbers are to be put in the context of Whitbread's business model and industry-specific aspects of operations.
The current ratios of the hospitality firms tend to be less than 1.0 as these firms have immediate cash receipts, low inventory quantities, and a well-structured working capital (Dittmer and Keefe, 2016). The high cash-based nature of Whitbread, which involves the majority of the sales being made instantly, is held to maintain high operational cash flows. As well, the company had £900 million of non-utilised committed credit facilities as of February 2025, which gives the company a large amount of liquidity beyond the balance sheet indicators (Whitbread PLC, 2025).
The Quick Ratio, which does not include inventory in current asset increased to 0.80 in 2024/25 compared to 0.94 in 2023/24. This decrease is an indicator of weaker management of working capitals such as receivables collection improvement and better supplier payment terms. The lower the quick ratios, which are below 1.0, do not always ensure that the industry is in financial distress because of the high cash conversion cycle.
The decrease in liquidity ratios indicates optimization and not liquidity pressure. According to Gitman and Zutter (2015), liquidity management like this is based on the operational requirements, minimising idle resources. This strategy is consistent with the position taken by Whitbread, which can be backed by operating cash flows of £763 million in 2024/25 (Whitbread PLC, 2024).


[bookmark: _Toc219063299]Gearing Analysis
Gearing ratios investigate capital structure and borrowing ability, which give an insight into financial risk and borrowing power (Drury, 2020). The debt-to-equity ratio is a measure of the percentage of debt against equity and is one of the major measures of leverage. Whitbread achieved 1.71 in 2023/24 and 1.97 in 2024/25, which is not moderate leverage, but slightly increased.
This value is an intentional debt settlement of £125 million in 2024/25, which is one of the priorities of balance sheet allocation of Whitbread, ensuring that growth, shareholder value, and balance sheet strength are balanced (Whitbread PLC, 2025). The debt-to-equity ratio of the hospitality firms is usually between 0.5 and 1.5, and Whitbread is not within reasonable industry standards.
Its Debt Ratio, which is the ratio of the total liabilities to the total assets, increased to 66% in 2024/25 as compared to 63% in 2023/24. This 2% gain is a sign of decreased financial strength, and equity financing constitutes a larger proportion of the capital base.
The Interest Coverage Ratio is an assessment of the capacity to meet the debt on operating income (Atrill, 2019). In 2023/24, Whitbread had a coverage of 3.15 times, which decreased to 2.73 times in 2024/25. The two figures are below 0.5 times the lender parameters, indicating low debt service paybacks and refinancing advantages.
According to Chen et al. (2019), an interest coverage of more than 5.0 times gives significant financial room. The ratios of Whitbread thus portray a weak ability to counter earnings volatility and the ability to finance its future expansion without much strain of paying off debt.


[bookmark: _Toc219063300]Efficiency Analysis
Efficiency ratios measure the efficiency of the management to use assets and manage the working capital, which provides an insight into the performance of operations (Robinson et al., 2015). The Asset Turnover Ratio, which is the revenue earned per pound of assets being utilised, was 0.31 in 2023/24 and 0.3 in 2024/25. This decrease of 0.01 represents a small decrease in the productivity of assets in a hotel that is capital-intensive.
The hospitality assets and especially the hotel infrastructure and property are long-term projects that yield returns over a long period of time, and not the short-term way that retail or manufacturing would (Dittmer and Keefe, 2016). Sainaghi et al. (2017) industry analysis timescale indicate that the expected range of asset turnover of full service hotel operators ranges between 0.4 and 0.6, with Whitbread falling within industry rates. The improvement is a revenue recovery that is led by a higher price and volume.
The Receivables Turnover Ratio measures the effectiveness of handling credit and how fast receivables are turned into cash. In 2023/24, Whitbread registered 24.8 times turnover in the current assets (A/R) and in 2024/25, it registered 23 times. These levels correspond to the collection period in the range of 8.9 to 9.4 days, which can be characterised as people using cash when buying services in the hospitality industry. Effective working capital favours returns on investment.


[bookmark: _Toc219063301]Investor Ratios Analysis
[bookmark: _GoBack]The shareholders and prospective investors can access information on returns, valuation, and dividend policy using investor ratios (Palepu et al., 2020). Earnings Per Share (E£) is a profit attributable to any share, ordinary share is expressed as 161 pence in 2023/24 to 142 pence in 2024/25, and it decreases by 11.1 pence. This decrease is a sign of decreased profitability and repurchases of shares, lowering outstanding shares.
The Price-Earnings (P/E) Ratio is the valuation of the market in comparison to earnings and future growth. Whitbread had a P/E ratio of 19.88 and 21.3 times, respectively, using 2024 and 2025 share prices at the end of the year of £30 and £32, respectively. These high multiples reflect the optimism in the growth strategy of Whitbread and market positioning.
Dividend Yield is the amount of dividends paid per share in comparison to the share price growth and was 3.03 in 2023/24 and 3.23 in 2024/25. This makes Whitbread an income stock. The growth is on the basis of increasing dividends per share, which increased to 20 pence against 80 pence (Whitbread PLC, 2025).
Dividend policy is an indication of how the management views sustainable cash generation and investment requirements. The progressive dividend policy of Whitbread is a positive indicator of trust in the cash flows without sacrificing the opportunities for future development.


[bookmark: _Toc219063302]Critical Analysis and Limitations
Critical Evaluation 
Ratio analysis is a systematic way to assess financial performance, efficiency, liquidity, and risk with the help of standardised measures based on financial statements (Atrill, 2019). It allows time and, to a certain level, firm comparisons and can aid in informed decision-making by investors and managers. When applied in the context of hospitality, ratios are used to evaluate cost control, use of assets, and capital structure of a capital-intensive operating environment. Nevertheless, successful interpretation must involve the knowledge of the sector and another qualitative evaluation. The strategic analysis, as Bhimani (2022) expresses, should be supported by the ratio analysis, but not substituted by the strategic analysis, which considers the competitive positioning, operational ability, and the market dynamics.
Limitations 
Historical Focus: Ratios have a backward orientation based on the past financial information and do not provide much predictive information without projection.
Policies Influence Accounting: The influence of accounting has deceptive impacts on comparability and economic interpretation of differences that exist in depreciation, asset valuation, revenue recognition and lease accounting, such as the IFRS 16 implementation.
Omission of Qualitative Factors: Ratios exclude intangible forces, e.g., the brand strength, quality of management, customer satisfaction and employee engagement, which are highly important in-service markets (Weetman, 2019).
Comparability Constraints: Comparisons that exist between firms are limited by differences in business models, geographic exposure, and asset structure (Kesten et al., 2017).
Timing and Seasonality: Timing and Seasonality Annual ratios provide a point-in-time snapshot that may not reflect seasonal variations typical of the hospitality operations (Robinson et al., 2015).


[bookmark: _Toc219063303]Recommendations
Asset Productivity Enhancement: Despite the current positive change, the asset turnover ratios of Whitbread show that there is more to be achieved in enhancing the asset utilisation. The company ought to embrace better revenue management systems that apply artificial intelligence in the optimisation of room pricing and yield management. The use of underutilised spaces in flexible work or collaborations would also be able to generate additional revenue without corresponding cost expansion.
Margin Protection Through Digital Investment: To maintain operating margins in the face of incessant cost inflation, Whitbread must increase the rate of digital transformation. The intensity of labour can be minimised through the investment in mobile-first booking systems, automated check-ins, and predictive maintenance that can also enhance service quality, which will make the margin resilient in a high-cost environment (Sharma et al., 2021).
Working Capital Optimisation: Despite the fact that there is enough liquidity, the systematic working capital optimisation would free up more funds to invest strategically. Re-negotiations of terms of payment to suppliers holding payment discipline would enhance efficient cash conversion and better inventory management of food operations.
Strategic Leverage Review: Whitbread has a moderate leverage that offers flexibility, and comparatively low interest rates open the option of a selective application of debt. As it plans to expand into high-return markets like Germany, incremental borrowing would be used to finance its expansion and ensure that the overall interest coverage remains high to maintain financial stability (Whitbread PLC, 2025).
Shareholder Communication Enhancement: Medium-term financial goals on margins, returns, and capital allocation would be communicated clearly, thus diminishing information asymmetry and valuation would be supported. Frequent interaction with the investors boosts confidence and makes the expectations consistent with the strategic priorities.


[bookmark: _Toc219063304]Part 2: Capital Investment Appraisal and Financing Strategy
[bookmark: _Toc219063305]Net Present Value Analysis
The Net Present Value is the basic measure of investment appraisal, which quantifies the amount of value creation in monetary terms, to the present value of future cash flow less initial investment (Brealey et al., 2020). The method discounts future cash flows to the present value of the company's cost of capital, indicating the time value of money and the risk of the project.
Option A: Retail Outlet Expansion (£600,000 initial investment)
The calculation of the NPV of Option A would entail the calculation of after-tax cash flows, including capital allowances. Tax-adjusted cash flows are: with annual capital allowances of £120,000 (£600,000 x 20%), providing a tax relief of £30,000 per annum (£120,000 x 25%), the tax-adjusted cash flows are:
· Year 1: £200,000 - [(£200,000 - £120,000) × 0.25] + £0 = £180,000
· Year 2: £400,000 - [(£400,000 - £120,000) × 0.25] = £330,000
· Year 3: £500,000 - [(£500,000 - £120,000) × 0.25] = £405,000
· Year 4: £700,000 - [(£700,000 - £120,000) × 0.25] = £555,000
Applying 6% discount factors (0.9434, 0.8900, 0.8396, 0.7921):
NPV = -£600,000 + (£180,000 × 0.9434) + (£330,000 × 0.8900) + (£405,000 × 0.8396) + (£555,000 × 0.7921) = -£600,000 + £169,812 + £293,700 + £340,038 + £439,616 = £643,166
Option B: Internet Sales Development (£1,000,000 initial investment)
Tax relief is of £50,000 on annual capital allowances of £200,000. The after-tax cash flows are:
· Year 1: £400,000 - [(£400,000 - £200,000) × 0.25] = £350,000
· Year 2: £450,000 - [(£450,000 - £200,000) × 0.25] = £387,500
· Year 3: £720,000 - [(£720,000 - £200,000) × 0.25] = £590,000
· Year 4: £980,000 - [(£980,000 - £200,000) × 0.25] = £785,000
[bookmark: _Hlk218965869]NPV = -£1,000,000 + (£350,000 × 0.9434) + (£387,500 × 0.8900) + (£590,000 × 0.8396) + (£785,000 × 0.7921) = -£1,000,000 + £330,190 + £344,875 + £495,364 + £621,798 = £792,227
Option C: Blinds Production Diversification (£1,600,000 initial investment)
The tax relief of £80, 000 is provided by annual capital allowances of £320,000. After-tax cash flows are:
· Year 1: £450,000 - [(£450,000 - £320,000) × 0.25] = £417,500
· Year 2: £700,000 - [(£700,000 - £320,000) × 0.25] = £605,000
· Year 3: £900,000 - [(£900,000 - £320,000) × 0.25] = £755,000
· Year 4: £1,200,000 - [(£1,200,000 - £320,000) × 0.25] = £980,000
NPV = -£1,600,000 + (£417,500 × 0.9434) + (£605,000 × 0.8900) + (£755,000 × 0.8396) + (£980,000 × 0.7921) = -£1,600,000 + £393,870 + £538,450 + £633,896 + £776,258 = £742,474
NPV analysis clearly shows that Option B is the best investment with a present value of £792,227, which is far more than the others, Option C (£742,474) and Option A (£643,166). This ranking is a ratio of the magnitude of cash generation as well as the positive timing profile of returns of Option B.


[bookmark: _Toc219063306]Internal Rate of Return Analysis
Internal Rate of Return is a discount rate, due to which the NPV is zero, and it can help in understanding the project's profitability in reference to the cost of capital (Drury, 2020). To calculate the IRR of the preferred investment according to Option B, the IRR will be calculated by using interpolation between the rates of generating positive and negative NPVs, which are discounted.
At the discount rate of 6%, the NPV of Option C will be £792,227 (positive). at 20% discount rate with factors (0.8333, 0.6944, 0.5787, 0.4823):
NPV at 30% = −£1,000,000 + (£350,000 × 0.7692) + (£387,500 × 0.5917) + (£590,000 × 0.4552) + (£785,000 × 0.3501) = −£1,000,000 + £269,230 + £229,290 + £268,568 + £274,828 = £41,916 
It can be concluded that the NPV is positive as well, at 30 when discounted (0.7410, 0.5490, 0.4070, 0.3010):
NPV at 35% = −£1,000,000 + (£350,000 × 0.7410) + (£387,500 × 0.5490) + (£590,000 × 0.4070) + (£785,000 × 0.3010) = −£1,000,000 + £259,350 + £212,738 + £240,130 + £236,185 = −£51,597
Linear interpolation between 20% NPV = £77,588 and 25% NPV = -£90,832:
IRR (Interpolation) = 30% + (NPV at 30%\) ÷ ((NPV at 30%\) − (NPV at 35%)) × (35% − 30%)
= 30% + (£41,900 ÷ (£41,900 − (−£51,600))) × 5%
= 32.24% Top of FormBottom of Form
This IRR of 32.24 is much higher than the cost of capital of 6% of Westward by 26.24%, meaning that it creates a lot of value and has a high safety margin. According to Kumar and George (2020), IRRs above the cost of capital by more than 10 percentage points are indicators of investment opportunities of high attractiveness, and thus should be accepted to accept the project.


[bookmark: _Toc219063307]Theoretical Justification for NPV Primacy
Based on academic studies and practice, Net Present Value (NPV) is considered to be the best investment appraisal method. NPV is an absolute monetary estimate of creating wealth for the shareholders, which directly correlates with the essence of financial management and allows comparison of projects of different magnitudes (Brealey et al., 2020). In contrast to IRR, NPV also assesses non-conventional cash flows in a reliable manner, and a variety of solutions or uncertainty does not arise, and it provides a powerful appraisal of projects with a complicated cash flow pattern in the future (Atrill, 2019).
NPV is additive in nature, i.e. the NPV of a portfolio is the sum of the NPV of individual projects. This feature enables the virtue of assessing mutually exclusive projects and capital rationing choices correctly, a feature that IRR does not have (Drury, 2020). NPV uses the interim cash flows, which are reinvested at the cost of the firm, and thus, realistic opportunity costs are reflected. Contrastingly, IRR presupposes reinvestment of the project IRR and can create unrealistic optimism in decision-making.
Lastly, NPV is flexible to risk in the form of risk-adjusted discount rates or certainty equivalent, which is suitable when the project is subject to unique uncertainty (Brealey et al., 2020). This is the reason why NPV is so popular in practice 75% of the CFOs always use NPV to appraise investment decisions.


[bookmark: _Toc219063308]Continued Popularity of Non-Discounting Methods
Although discounted cash flow approaches are theoretically superior, non-discounting approaches, like Payback Period and Accounting Rate of Return (ARR), are still inherent in business practice, especially with smaller firms and with the initial assessment of a project. Their tenacity is pragmatic, as opposed to critical accuracy.
A key reason is simplicity. Payback period answers the intuitive question of how fast an investment can be recovered and can thus be easily interpreted by the non-financial managers, and also communication is made across the organisational levels (Kumar and George, 2020). In the case of Westward, the payback of about 2.4 years of Option A, 2.3 years of Option B, and 2.2 years of Option C gives good and ready comparative measures.
Payback period is also a simple indicator of liquidity because it indicates the rate at which capital is invested by the business. It applies especially to firms that work under cash constraints or in an unpredictable environment, with faster recovery lessening exposure to market volatility and technological obsolescence (Drury, 2020).
ARR is appealing because it uses accounting profits, which are close to other common financial measures applied in internal reporting. Most managers used to ROI, or ROCE, tend to use ARR to ensure that investment appraisal and performance evaluation systems are consistent (Bhimani, 2022).
Non-discounting techniques are useful as a complement to NPV, even though the latter is used to make final decisions. Payback hel£ in speedy screening, and ARR offers helpful accounting-based performance metrics.


[bookmark: _Toc219063309]Additional Investment Considerations
Strategic Fit and Competitive Positioning: Quantitative analysis should not be used as a complete foundation of investment decisions because it is necessary that directors evaluate wider strategic opportunities (Atrill, 2019). Option C would have provided diversification on the blinds and less dependence on the sale of curtains, and could possibly enhance competitive strength. Nonetheless, this growth necessitates new abilities that can diffuse management attention.
Market Demand and Competitive Dynamics: The market analysis should be strong to confirm the cash flow assumptions concerning demand growth, sustaining price, and competitive reaction (Kotler and Keller, 2016). A major drawback of the online selling model provided in option B is that it is vulnerable to high levels of online competition that entail prolonged marketing costs and technological innovations that are still to be evaluated comprehensively in the initial estimation.
Organisational Capability and Execution Risk: It involves internal capabilities being successful in the implementation process. Alternative B involves skills in the field of e-commerce, digital marketing, and logistics, which may need alliances or acquisitions to overcome the capabilities ga£ (Bhimani, 2022).
Flexibility and Real Options: Investments can incorporate strategic flexibility into NPV analysis. Option B opens the prospect of international expansion, and Option C opens the prospect of the future expansion of the product.
ESG Considerations: Environmental, social, and governance factors are gaining more and more power to determine the results of investing by providing reputational and regulatory impacts (Eccles et al., 2014). Criteria that need to be reviewed by directors include environmental impact, supply chain ethics, and social implications of all alternatives.



[bookmark: _Toc219063310]Capital Rationing Analysis
Investment capacity is limited by the state of capital availability to £2,500,000, even though the theoretically accepted range of positive-NPV projects is unrestricted; optimal capital allocation implies a systematic analysis of the returns per pound invested (Drury, 2020). The profitability index (PI), which is computed as NPV/initial investment, offers the right ranking:
· Option A: PI = £1,243,166 / £600,000 = 2.07
· Option B: PI = £1,792,227 / £1,000,000 = 1.79
· Option C: PI = £2,342,474 / £1,600,000 = 1.46
· In the case of the divisible projects assumption, in which fractional investments are possible, the optimal strategy ranks projects in terms of profitability index and makes capital investments in a sequence until the budget is depleted. First choice is option A (PI = 2.07), then there is option B (PI = 1.79), and lastly is option C (PI = 1.46).
Optimal Investment Policy:
1. Invest 100% in Option A: £600,000 capital, £643,166 NPV
2. Invest 100% in Option B (£1,000,000): £792,227NPV
3. Invest 56.25% in Option C (£900,000): £417,642NPV
This allocation will produce a total NPV of £1,853,035, which is superior to other combinations and reflects ideal capital usage when there is rationing.


[bookmark: _Toc219063311]Financing Recommendations
The required funding in the suggested £1,600,000 investment (Option C) will need a well-structured financing that will consider cost, risk, flexibility and control aspects. The hybrid financing method that involves several sources seems to be the best solution for Westward.
Retained Earnings (£500,000 - 31.25%): Using accumulated profits is the cheapest capital, thus eliminating any issuance costs and interest costs and keeping the ownership (Brealey et al., 2020). Nevertheless, high retention can indicate a poor investment opportunity to the equity markets or deprivation of dividends to the shareholders.
Term Loan Facility (£800,000 - 50): Bank debt is tax-deductible and does not affect the ownership structure. Fixed-rate loans ensure predictability in costs of financing, whereas asset-backed lending, which is secured by new equipment, has good rates. Nonetheless, debt ratios augment financial risk by binding covenant limitations.
Equity Financing (£300,000 - 18.75%): A small injection of equity, possibly by way of a private issue to the existing shares, is a good addition to the balance sheet and also spreads the risk of the project (Brealey et al., 2020). Equity does not have any fixed obligations, hence it offers financial flexibility in times of cash flow. Nonetheless, equity water dilutes ownership and is the most costly source of capital that must offer the highest returns.
This is a moderate strategy, which takes advantage of cost-efficient debt but provides financial flexibility and does not bring over leverage. Westward ought to negotiate the loan covenant very well, such that there is enough flexibility in its operation without incurring uncompetitive rates.


[bookmark: _Toc219063312]Conclusion
The basis of the financial management and strategic planning at the board level has been discussed in this report, as well as the historical financial performance and future decision-making of investments. The report has identified how quantitative financial analysis can be used to make decisions that are in the best interest of the shareholders, yet sustainable to the financial resources of the company, using the ratio analysis and capital investment appraisal methods.
Part 1 of the financial statement and ratio analysis of Whitbread PLC shows that the company is one that has strong underlying financial health. Profitability ratios indicate that Whitbread has been enjoying strong margins in the face of inflationary forces that have hit the UK hospitality industry, which indicates good cost management and pricing strength. The increase in the ROE and ROA also indicates better efficiency in the use of capital and assets. The liquidity ratios are below the normal standards, but standard in the environment of the cash-generative hospitality business model and with high committed credit facilities. The interest coverage and gearing ratios evidenced a sound capital structure with decreasing leverage and a high debt-servicing ratio, enabling it to have the flexibility needed to fund its future growth. The analysis, however, also reveals the weaknesses of the ratio analysis, specifically that it bases its analysis on historical data and accounting assumptions, which supports the importance of the use of supplementary qualitative and strategic analysis.
Part 2 used investment appraisal methods to test strategic expansion alternatives of Westward PLC. The Net Present Value analysis made it clear that all three proposed projects are financially feasible since they all yield a positive NPV at the cost of capital of the company. The most appropriate alternative is the internet sales development option, as it generated the highest NPV and IRR, which shows a better value creation and a significant margin of safety over the required return. The analysis confirmed the theoretical dominance of NPV as the major decision-making instrument because it is directly connected to the maximisation of shareholder wealth, it can be used to address mutually exclusive projects, and it can be used to address capital rationing decisions.
The profitability index technique made it possible to come up with an optimal investment policy when there was limited capital availability to ensure that limited funding was efficiently used to maximise the total NPV. This supports the need to have disciplined capital allocation in areas where financial resources are limited.
The report ends with the recommendation of the balanced financing scheme with the use of retained earnings, debt finance and a limited share of equity. This will minimise the total cost of capital, financial flexibility, and risk containment. Lastly, the report findings have shown that financial management should be holistic, thereby incorporating a blend of solid financial examination, prudent choice of strategy and sound financing decisions in a bid to add long-term organisational prosperity.
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Table 1: Profitability Ratios
	Ratio
	Formula
	2023/24 Calculation
	2023/24 Result
	2024/25 Calculation
	2024/25 Result

	Operating Profit Margin
	(Operating Profit ÷ Revenue) × 100
	(564.8 ÷ 2,959.9) × 100
	19.08%
	(514.0 ÷ 2,921.9) × 100
	17.59%

	Net Profit Margin
	(Net Profit ÷ Revenue) × 100
	(312.1 ÷ 2,959.9) × 100
	10.55%
	(253.7 ÷ 2,921.9) × 100
	8.68%

	Return on Assets (ROA)
	(Net Profit ÷ Total Assets) × 100
	(312.1 ÷ 9,521.3) × 100
	3.28%
	(253.7 ÷ 9,904.7) × 100
	2.56%

	Return on Equity (ROE)
	(Net Profit ÷ Shareholders' Equity) × 100
	(312.1 ÷ 3,519.4) × 100
	8.87%
	(253.7 ÷ 3,334.5) × 100
	7.61%


Table 2: Liquidity Ratios
	Ratio
	Formula
	2023/24 Calculation
	2023/24 Result
	2024/25 Calculation
	2024/25 Result

	Current Ratio
	Current Assets ÷ Current Liabilities
	837.1 ÷ 870.4
	0.96 : 1
	1,073.1 ÷ 1,319.0
	0.81 : 1

	Quick Ratio
	(Current Assets − Inventories) ÷ Current Liabilities
	(837.1 − 21.2) ÷ 870.4
	0.94 : 1
	(1,073.1 − 17.1) ÷ 1,319.0
	0.80 : 1


Table 3: Gearing Ratios
	Ratio
	Formula
	2023/24 Calculation
	2023/24 Result
	2024/25 Calculation
	2024/25 Result

	Debt-to-Equity Ratio
	Total Debt ÷ Shareholders' Equity
	6,001.9 ÷ 3,519.4
	1.71
	6,570.2 ÷ 3,334.5
	1.97

	Debt Ratio
	Total Liabilities ÷ Total Assets
	6,001.9 ÷ 9,521.3
	0.63
	6,570.2 ÷ 9,904.7
	0.66

	Interest Coverage
	EBIT ÷ Interest Expense
	564.8 ÷ 179.3
	3.15×
	514.0 ÷ 188.5
	2.73×


Table 4: Efficiency Ratios
	Ratio
	Formula
	2023/24 Calculation
	2023/24 Result
	2024/25 Calculation
	2024/25 Result

	Asset Turnover
	Revenue ÷ Total Assets
	2,959.9 ÷ 9,521.3
	0.31
	2,921.9 ÷ 9,904.7
	0.30

	Receivables Turnover
	Revenue ÷ Trade Receivables
	2,959.9 ÷ 119.3
	24.8×
	2,921.9 ÷ 127.1
	23.0×


Table 5: Investor Ratios
	Ratio
	Formula
	2023/24 Calculation
	2023/24 Result
	2024/25 Calculation
	2024/25 Result

	Earnings Per Share (E£)
	Net Profit ÷ No. of Shares (millions)
	Given: 161.0p
	£1.61
	Given: 141.5p
	£1.42

	Price-Earnings Ratio
	Market Price per Share ÷ E£
	32.00 ÷ 1.61
	19.88×
	30.00 ÷ 1.42
	21.13×

	Dividend Yield
	(Dividend per Share ÷ Market Price) × 100
	(0.97 ÷ 32.00) × 100
	3.03%
	(0.97 ÷ 30.00) × 100
	3.23%
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