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Executive Summary

This report analyses the financial performance of the AstraZeneca PLC and reviews the investment opportunities offered to the Westward Plc based on the existing financial management and capital appraisal methods. Part 1 discusses the financial statements of AstraZeneca since 20212024, in terms of profitability, liquidity, efficiency, gearing and investor ratios. It demonstrates that AstraZeneca has experienced a high growth in earnings and revenues with effective innovation and diversification of its pharmaceutical products. Investor ratios and profits increased considerably, which suggests the increase in shareholder value. Nevertheless, the liquidity ratios and working capital trends indicate that the company can use its short-term liabilities, and it should better manage its cash flows although the debt-servicing capacity got better.
Part 2 uses Net Present Value (NPV) Internal rate of return (IRR) and Capital rationing to draw a comparison between three strategic expansion choices of Westward Plc. None of these projects give negative NPVs, although the Internet Sales option (Option B) has the highest NPV and an IRR of about 27, which is far much higher than the cost of capital of 6. With the capital constraint of less than or equal to £2.5 million, the optimum investment mix will increase the shareholder value further. The report concludes that option B is the best option that Westward Plc should look at and fund the programmed with a moderate debt and retained earnings to enable it to grow sustainably and at the same time be financially stable.
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PART 1 – Financial Performance Analysis of AstraZeneca PLC 
1. Introduction
1.1 Overview of AstraZeneca PLC
AstraZeneca PLC is a biopharmaceutical company that is one of the largest in the world, with its headquarters in Cambridge, United Kingdom, listed on the London Stock Exchange and included in the FTSE 100 Index as one of the constituents. The company focuses on the discovery, development, and commercialisation of prescription medicines in the key areas of therapeutics, including oncology, cardiovascular, renal and metabolic diseases, respiratory, immunology, and rare diseases. Having operations in over 100 countries, AstraZeneca has an important presence in satisfying the global healthcare requirements in addition to generating much value to the investors (Yuyan, 2023).
1.2 Position in the Global Pharmaceutical Industry
AstraZeneca enjoys a high level of competitive standing in the worldwide pharmaceutical market, which can be defined by the high level of research and development (R&D), the presence of strong regulatory demands, and difficulties in developing new products. The large and diverse drug portfolio made the company compete successfully with any other major pharmaceutical company due to its large and strong intellectual property portfolio. Companies like AstraZeneca are banking on financial prowess to be innovative, address the legal and reputational risks, and support long-term growth in a very competitive and uncertain world, as discussed by Elsakka et al. (2024).
1.3 Importance of Financial Analysis
The shareholders and the management will have to analyse the financial position. To the shareholders, it gives insight into profitability, risk exposure, dividend sustainability, and value creation in general. To the management, the financial analysis assists in strategic planning and makes investment choices and effective resource distribution. Particularly, in the biopharmaceutical industry, with the need to make huge investments in drug development, knowledge of financial performance is particularly relevant (Yuyan, 2023).
1.4 Purpose of the Report
This report is meant to evaluate the financial performance of AstraZeneca PLC based on the financial years 2023 and 2024 through ratio analysis. An evaluation of profitability, liquidity, 
efficiency, gearing, and investor-related ratios is delivered to determine the financial health of the company and offer recommendations on how the company can enhance financial operations and shareholder value (Elsakka et al., 2024).
2. Methodology and Literature Context
2.1 Ratio Analysis as a Financial Evaluation Tool
This report incorporates the financial ratio analysis as the most relevant methodological approach in analysing the financial position and performance of AstraZeneca PLC. Ratio analysis cannot be done without taking the information presented in the income statement, balance sheet, and cash flow statement and putting it in relative form, which permits meaningful comparison over time and between firms. Penman says that ratio analysis helps the analysts to correlate profitability, risk, and growth by the way the company is able to convert its resources to earnings. This method is especially suitable in the case of pharmaceutical firms like AstraZeneca, where huge amounts of money are invested in research and development, and intangible assets should be converted into financial benefits over time (Tulum et al., 2022).
2.2 Use of Profitability, Liquidity, Efficiency, Gearing, and Investor Ratios
There are ratios utilised in this report that are divided into five major segments, such as profitability, liquidity, efficiency, gearing, and investor ratios. Ratios of profitability (e.g., operating margin and return on capital employed) determine the efficiency with which AstraZeneca can produce profits out of the revenues and capital employed. Liquidity ratios determine the capability of the company to fulfil short term requirement, which is paramount in a capital-intensive and research information-based industry. Efficiency ratios are the measures that investigate the efficiency of assets and working capital in facilitating operations (Sami, 2022). Gearing ratios exchange the value of financial risk and how financing choices affect performance, which is significant considering that AstraZeneca uses debt to finance its expansion (Bendjazia, 2023). Investor ratios are centred on the earnings, dividends, and market value, which give an insight into the value creation for shareholders.
2.3 Importance of Financial Statement Analysis
The analysis presented in the financial statements is necessary to comprehend the sustainability of the business model of AstraZeneca. Brigham and Ehrhardt stress the fact that the combination of the income analysis, assets analysis, cash flows, and the capital structure would provide a comprehensive picture of the corporate performance and risk. In the same manner, Atrill and McLaney point to the fact that ratio analysis assists a managerial decision-making process as it assists in identifying trends, strengths, and weaknesses. Long-term strategic investment is also aided by the development of strong financial analysis in the pharmaceutical industry, where innovation and social responsibility are directly connected with financial performance (Tulum et al., 2022).
3. Profitability Analysis 


Figure 1: Profitability Analysis
(Source: Acquired from Microsoft Excel)
The margins indicate that the gross and operating profitability of the company improved overall but fluctuated, and the net profitability went down. Gross margin increased to 82.0%, reaching a peak of 66.8%, evidencing high pricing power and cost control, with challenges that have started to be experienced in the past year due to an increase in production costs or costs of research and development. The same is for operating margin, and it reaches its highest point of 62.9 and then drops to 61.9, indicating that even though core operations are still highly profitable, they are being outpaced by overheads and operating expenses compared to their revenues. Conversely, the net profit margin dropped drastically to 0.3 percent compared to 13.0 percent, indicating that increased costs on financing, tax, exceptional items, or heavy R&D and restructuring expenses have greatly whittled bottom-line profits, even as operations performance was high.

Figure 2: Profitability Ratio Plot
(Source: Acquired from Microsoft Excel)
The chart on profitability indicates that the company realised very high gross and operating margins in all four years, which would indicate strong pricing power and good control of the costs, especially in the years 2023 and 2024, where gross and operating margin was above 80 and 62, respectively. Nevertheless, irrespective of this good performance in the operations, net profit margin was decreasing sharply, with the number changing to about 13 in 202423 to only 0.3 in 2021, indicating that other reasons, including high financing cost, heavy expenditure on research and development, taxation, or other items, played a major factor in the profitability of shareholders. This gap between high operation margins and weak net margins is an indication that although the company is doing well operationally, its overall profitability is limited by operating expenses and financial issues that are not related to the main business operations of the company.




4. Liquidity Analysis


Figure 3: Liquidity Ratio
(Source: Acquired from Microsoft Excel)
The liquidity ratios reveal that the company has been working with a low short-term pattern of liquidity position, as both the current ratio and the quick ratio are below 1 in all years except 2021. The current ratio decreased to approximately 0.820.93 between 2023-2024, whereas the quick ratio decreased to approximately 0.620.72, indicating the growing dependency on continued cash flows as opposed to liquid assets to settle short-term debts. This has been further supported by negative working capital in 2022-2024, with an amount of negative working capital of -5.5bn in 2023, meaning that the company is financing its operations with suppliers and short-term liabilities, and that is a typical but dangerous aspect of a large pharmaceutical company relying on high cash generation but impairs its financial manoeuvrability in case its cash flows decline.

Figure 4: Liquidity Ratio Plot
(Source: Acquired from Microsoft Excel)
The liquidity chart indicates a severe decline in the short-term financial position of AstraZeneca since 2021, and the current ratio and the quick ratio decrease to less than 1 between 2022 and 2024, meaning that the number of short-term liabilities exceeds the number of liquid assets. The company has experienced a healthy working capital surplus of 3.65bn in 2021, which took a sharp turn to negative working capital in the years that followed, and it reached the lowest point of -5.49bn in 2023 and improved a little to -2.04bn in 2024. This trend indicates that AstraZeneca depended more on the credit provider and short-term debts to finance its operations, which is typical of large pharmaceutical companies that have strong cash flow but still increase liquidity risk in the event of a fall in cash flow or unexpected liabilities.
5. Efficiency Analysis


Figure 5: Efficiency Analysis
(Source: Acquired from Microsoft Excel)
The ratios of the efficiency demonstrate that the companies' asset utilisation and working-capital management have been fluctuating and that it has been improving over the last few years. The ratio of asset turnover was also on the rise, while in 2021 it was 0.35, in 2024, it stood at 0.52, indicating that AstraZeneca is making higher returns on its assets, probably because of the sales of its drug portfolio and improved utilisation of the substantial amount of its assets. These 264 days in inventory days were the highest, but later reduced to 209 days in 2023 and 202,4 respectively, and indicated that there were more positive results of inventory management and demand adjustment following the previous stock accumulation. The days of receivables also increased from 32.6 days in 2021 to 13.2 days in 2024, which means that a company collects the cash more quickly and gains control over the credit. But the number of days payable reduced to 69 in 2024 versus 98 in 2021, indicating that the firm is paying suppliers faster and therefore it is less financing beneficial due to trade credit, but possibly indicates a better relationship with suppliers or less bargaining power. In general, efficiency has enhanced, especially in asset utilisation and cash collection, but the cash flow is strained to an extent due to lower adoption of supplier credit.

Figure 6: Efficiency Ratio Plot
(Source: Acquired from Microsoft Excel)
The efficiency chart reveals that the efficiency of the overall operations of AstraZeneca has increased over the years, most especially in asset utilisation and cash collection, though the inventories and supplier management have varied. The asset turnover (blue bars) increased gradually from 0.35 in 2021 to approximately 0.52 in 2024, which is a clear indication that the company is drawing more revenue out of its asset base. Stock accumulations or decelerated sales displayed by high inventory days (observe orange bars) were realized in the year 2023, but they significantly declined in 2024, which indicates better management of inventory. Customer payment and improved credit management. The days to receivables (grey bars) reduced considerably in the period between 2021 (the above 32 days) and 2024 (the above 13 days). In the meantime, the payables days (yellow bars) decreased as well by approximately 98 days to about 69 days, which means AstraZeneca is paying its suppliers faster, which enhances supplier relationships but lowers the advantage of trade credit.

6. Gearing and Capital Structure


Figure 7: Gearing Ratio
(Source: Acquired from Microsoft Excel)
The gearing ratios indicate a leverage capital structure that is constant, with the debt to equity ratio of 0.73-0.79, which reflects that it has been using borrowed capital to finance a big part of its assets with the help of shareholder equity. Nonetheless, the net debt ratio went up considerably over the years, as in 2024, it was 2.23, but in 2021, it was more than 23, which indicates that previous years have had significantly higher debt rates in comparison with the earnings, although this figure has decreased significantly by 2024 due to the increase in the level of EBITDA. The negative interest cover ratios show that, for a number of years, operating profits could not be used to pay interest charges, and this is mostly because of the high financing costs, excessive spending on R&D, or extraordinary expenses in the pharmaceutical industry. Capital employed is very high in the meantime, which shows AstraZeneca has invested heavily in fixed assets and other intangible assets like patents and developing new drugs, which earns the company high growth potential after several years, though at a cost of high financial risk if the new drugs do not pay off.

Figure 8: Gearing Ratio Plot
(Source: Acquired from Microsoft Excel)
As is indicated in the gearing chart, AstraZeneca has had a comparatively constant debt-equity ratio of about 0.73-0.79 within the 4 years, which reflects a leveraged but managed capital structure. Nevertheless, the net debt ratio (orange bars) improves drastically over time as it fell significantly between a very high level of 23.1 in 2021 and only 2.23 in 2024, indicating a rapid growth of earnings and a change in the debt that significantly reduced the financial risk. This is an indication that, as AstraZeneca has been relying on debt as a source of funding its activities, it has strengthened its ability to service the debt, further enhancing financial stability and making the company less susceptible to interest rate variations or decline in revenues.
7. Investor Ratios


Figure 9: Investor Ratio
(Source: Acquired from Microsoft Excel)
Investor ratios indicate a great increase in the earnings of shareholders and the ability to pay dividends over the years. The growth of earnings per share (EPS) in 2022, 2023, 2024 was quite fast as it increased by 2.12 times at the beginning of the year, 4.54 times at the end of the years as compared to only 0.07 in 2021, which means that the growth of profitability as it is measured in terms of earnings available to ordinary shareholders is rapid because it is increased by higher revenues and improved operational performance. Simultaneously, the dividend cover is very high in all years, i.e., a very low percentage of the profits goes to dividends, leaving AstraZeneca to use the majority of its profits to fund R&D, new drug development, and debt repayment. This trend is an indication of a growth-oriented approach in which high immediate cash returns to shareholders are not emphasized, but instead focus on reinvestment and value creation over the long-term.

Figure 10: Investor Ratio Plot
(Source: Acquired from Microsoft Excel)
The chart of investor ratio clearly explains that the earnings per share (EPS) are increasing at a high rate between 2021 and 2024, which implies that the company AstraZeneca has provided a significant growth in shareholder profitability over the given time. EPS grew by nearly zero in 2021 to above 4.5 in 2024, representing an increase in revenues, a better performance of operations, and a more lucrative collection of drugs. By contrast, however, the dividend cover line is very small and not too sloping, indicating that AstraZeneca is paying a very small amount of its profits in the form of dividends and retaining a majority of the revenues to reinvest in the company, research and development, and enhancement of the balance sheet. This trend indicates that it has a growth-oriented strategy to expand on long-term shareholder value instead of concentrating on short-term cash payments.
8. Limitations of Ratio Analysis
Accounting Policies
Ratio analysis is affected by the accounting decisions involved at AstraZeneca, such as its recognition of revenue, the value it puts on intangible assets, and its R&D and impairment costs. These policies may have major implications on profit reports as well as asset value, and comparing them over time as well as with other pharmaceutical companies becomes unreliable (Rodriguez, 2024).

Impact of Inflation
Inflation lowers the availability of comparative financial information with the passage of time since revenues and costs are captured at various price levels. This is likely to disfigure profitability and asset efficiency ratios, particularly during high inflation times.

Pharmaceutical R&D Misalignment
The pharmaceutical sector is a case where huge R&D costs have been charged off within the same years, despite the fact that they produce revenue in the long run. This may misrepresent assets and make the earnings seem more fluctuating (Alber, Abdelrhim and Farouh, 2023).


History Data Shortcoming
The ratios rely on past results and would not give a clear picture of the future of AstraZeneca, especially in a business where innovation, loss of patents, and approval of regulations are the driving factors (Rodriguez, 2024).
9. Recommendations to the Board
Cost Control
In an environment of increasing production costs, administrative costs, and regulatory pressures, AstraZeneca needs to maintain the discipline of cost by keenly monitoring its production, administrative, and research and development costs to help it safeguard its operating margins. Enhanced cost effectiveness is especially relevant after the pandemic, which has grown financial instability in healthcare sectors (Mirgen and Kahraman, 2025).
Capital Structure Improvements
The company should be targeting to cease the dependence on debt gradually through gaining the retained earnings so that the net debt is diminished, and as such, the company is strengthened financially, and the degree of exposure to interest rate changes diminishes.
Cash Flow Management
The company has an unfavourable working capital status, which means stricter controls on receivables, inventory, and payables are inevitable to maintain adequate liquidity to continue its business operations and invest in the future.
Dividend Policy
AstraZeneca ought to exercise a prudent dividend policy in which it should focus more on reinvestment of growth prospects and reduction of debts than increasing shareholder dividends in the short term, which aligns with the long-term value creation strategies (Yuyan, 2023).
Investment Focus
To maintain a competitive edge and the ability to grow revenues in the future, the firm will be advised to persist with high-potential pharmaceutical innovation, especially in oncology and biotechnology (Mirgen and Kahraman, 2025).
10. Conclusion
In general, according to the financial analysis, AstraZeneca is a stable and profitable pharmaceutical company that has an increasing operating efficiency and profit generation within the period of 2021-2024. The profitability and investor ratios show the growth of the shareholder value, maintained through effective product innovation and revenue improvement. Nevertheless, the liquidity position and working capital are weak, which proves to be dependent on short-term liabilities and the necessity of constant cash inputs in the firm. Despite the increasing gearing and debt management, the company faces the threat of financial exposure because of the capital level and intensity of its R&D. Hence, AstraZeneca needs to work on its cash flow management and financial stability without abandoning its look at innovation in the long-term development.
PART 2 – Capital Investment Appraisal of Westward Plc
1. Introduction
Westward Plc
Westward Plc is a manufacturing firm dealing in the manufacture of high-quality curtains that is interested in expanding its operations in accordance with the current customer tastes and growing competition. The company is operating in a market where differentiation of products, strategic investment decisions, and efficiency of its supply chain are essential to maintain its profitability and growth over the long run. Proper financial planning is thus needed to make the expansion projects generate value and not dilute the financial position of the firm (Morell, 2022).
Why Investment Appraisal Matters
Investment appraisal is more central on how the management can assess capital projects on whether the returns they would bring will be over and above the cost of capital of the firm. Systematic analysis of cash flows and risks in the future enables better allocation of scarce resources to firms and helps them in the attainment of both financial and sustainability goals (Halonen, 2024). This is particularly crucial in such competitive manufacturing companies where the wrong investment choice may cost them a lifelong financial burden.

Overview of the Three Options
Westward Plc has three options for four-year investments: (A) expansion of its retailing outlet to carry all products, (B) coming up with an online sales platform, and (C) manufacturing wooden & Roman blinds. The two alternatives involve a varying degree of initial investment and certain anticipated cash inflows, and a systematic evaluation is needed to determine the initiative that will provide the best financial and strategic payoff.
2. Investment Appraisal Methodology
Net Present Value (NPV)
Net Present Value (NPV) is used to calculate the difference between the present value of the cash inflows of a project in the future and the initial investment of the project. The discounted cash flows of the expected cash flows at the cost of capital help an investor to determine whether a project is going to help or destroy shareholder wealth through the use of NPV. A good NPV value implies that the project is financially feasible (SUBHA, 2022).
Internal Rate of Return (IRR)
Internal rate of Return (IRR) is the rate of discount at which the NPV of the project is zero. This is the anticipated rate of investment payoff that is contrasted with the cost of capital in the firm to see whether it is explicable or not (Perkins and Shortland, 2025).
Cost of Capital
Westward Plc's cost of capital is 6%, and they must be happy to obtain this minimum amount of remuneration. It integrates business risk and economic uncertainty, and it is particularly valuable in unstable market environments (Beviglia, 2023).
Tax and Capital Allowances
Tax minimises cash flows in the company, and capital allowances allow the company to be tax relieved on investment expenditure, equalising effective returns. This is because the appraisal considers all of them so that the actual post-tax profitability of each project can be identified (Yeung and Tahir, 2024).
3. NPV Analysis
Option A – Expand Retail Outlet
Year	Pre-Tax CF (£000)	After-Tax CF	Discount Factor (6%)	Present Value
0	-600	-600	1.000	-600.0
1	200	180	0.943	169.7
2	400	330	0.890	293.7
3	500	405	0.840	340.2
4	700	555	0.792	439.6
NPV (A)				643.2


Option B – Internet Sales
Year	Pre-Tax CF (£000)	After-Tax CF	Discount Factor (6%)	Present Value
0	-1,000	-1,000	1.000	-1,000.0
1	400	350	0.943	330.1
2	450	387.5	0.890	344.9
3	720	590	0.840	495.6
4	980	785	0.792	621.7
NPV (B)				792.3


Option C – Wooden & Roman Blinds
Year	Pre-Tax CF (£000)	After-Tax CF	Discount Factor (6%)	Present Value
0	-1,600	-1,600	1.000	-1,600.0
1	450	417.5	0.943	393.8
2	700	605	0.890	538.5
3	900	755	0.840	634.2
4	1,200	980	0.792	776.2
NPV (C)				742.7


NPV Comparison
Option	Investment (£000)	NPV (£000)	Decision
A – Retail	600	643.2	Accept
B – Internet	1,000	792.3	Best
C – Blinds	1,600	742.7	Accept


4. Internal Rate of Return (IRR)
The best investment option was determined as the one with the Highest Net Present Value; in this case, it is the best option, so the necessary calculations were performed on the Internet Sales, which shows the best investmentchoice as the name of the option is Option 2. The IRR rate is the discounted rate at which the NPV of a project reduces to zero, and what is expected in the form of the project.




IRR Calculation for Option B
After-tax cash flows (£000):
Year	Cash Flow
0	–1,000
1	350
2	387.5
3	590
4	785


Discount Rate	NPV (£000)
20%	+214
30%	–92


Comparison with Cost of Capital
The cost of capital of Westward Plc is 6%. Given that the IRR of the project stands at around 27, which is way higher than 6, the rate of the investment is way better than that required by the company. This means that it is a financially appealing choice and adds a lot of value, which makes the adoption of Option B overwhelming.
5. Interpretation for Management
The Net Present Value (NPV) technique is considered the most efficient method of investment appraisal since the growth of shareholder wealth of a specific project is directly determined. NPV brings in both the time value of money and the risk of long-term projects by discounting the cash flows of the future at the cost of capital that incurs business operations, since the management is able to compare an investment on a similar economic basis. The current business landscape is uncertain and challenging, with companies being at risk of technological disruption, sustainability pressure, and regulatory pressures. NPV offers a logical ground on which companies invest in the project that would optimise value in the long term (Larsson, 2025). This is especially critical in strategic investments because NPV assists boards in determining the expansion projects that are likely to operate in or out of competitive positioning and financial performance.

Nevertheless, in spite of the theoretical merits of NPV, payback period, and Accounting Rate of Return (ARR) remain an essential part of investment decisions that are still made by managers. This is because the techniques are straightforward, natural, and expressible. Payback is interested in the recovery of an investment cost in the shortest possible time and is appealing in a volatile environment where liquidity, cash flow risk, and economic instability are also of interest to the firms making the investments. This applies particularly in industries that are vulnerable to the swift technological transformation and heavy investment in research and development, where managers are more inclined to make investments with rapid cash returns (Mökander et al., 2022).

ARR, on the other hand, deals with the accounting profits and not cash flow, and therefore it is more acceptable by the managers who measure performance based on financial statements and targets of profitability. ARR is widely used even though it disregards the time value of money and can be biased in accordance with accounting policies, but it results in investment decision attribution of an accounting report and management performance measurements (Boige et al., 2024). Thus, NPV is the leading indicator of strategic decisions, though payback and ARR remain to play the supporting role as they also help to eliminate concerns about liquidity, risk, and managerial responsibility.
6. Qualitative Factors
Besides financial appraisal, Westward Plc should put into consideration a number of qualitative considerations that may affect the effectiveness of its expansion strategy. The market risks are also an important issue, and shifts in consumer expenditure, inflation, and economic uncertainty may also influence the demand for home furnishing products. The growing focus on sustainability and responsible operations also influences the choice of customers and investor trust, and environmental and social activity turns out to be more significant to competitive attractiveness in the long term (Rantanen, 2022).
The availability of online retail change has its opportunities and threats. Although implementing an e-commerce platform enables Westward to reach more customers as well as minimise reliance on brick-and-mortar shops, it necessitates investment in digital infrastructure, logistics, and hacking security. Companies that do not embrace the digital technology of selling their products are likely to be outdated in a market that is ever getting more competitive (Grițco, 2022).
The home decor and furnishing market is competitive, and both their large retailers and their low retailers through online sellers compete with each other in terms of price, product differentiation, and product delivery speed. This puts a strain on the margins and shows the necessity of effective branding and customer services (Muzzioli and Vitale, 2025).
Last, there are operational issues like supply chain management, labour skills, and production productivity as well to consider the factors that may result in increased expenditure or service failure with the expansion. These risks can be combated with the help of strategic alliances and innovation to promote sustainable development (Iazzolino and Bozzo, 2023).
7. Capital Rationing
Capital rationing is when a company has a limited amount of funds available, and it needs to make decisions about which mix of projects will maximise the total shareholder value. Westward Plc has a capital budget, in this case of 2.5 million, which is not enough to fully finance all three projects since this investment will amount to 3.2 million. The Profitability Index (PI) is applied in order to find out the best combination of investments. PI is a ratio of the present value of cash inflows to the present value of cash investments, which aims at determining the value of cash inflows per pound invested in the future. A project whose PI is greater in value would produce a larger value with respect to capital, and it thus must be given priority.
As it is observed in the NPV analysis, Option A has a high PI and then B, leaving C, which will be the least, given its high capital requirement. Within the constraint of less than £2.5 million, Westward Plc ought to invest fully in both Option A (£0.6m) and B (£1.0m) and leave the remaining £0.9m. This amount of capital left could then be invested in a percentage of Option C so that the company is able to gain more, but not break its budget. This will make the total NPV of the investment programme as high as possible by allocating funds to the most effective investment projects, which coincides with optimal portfolio selection theory (Dadzie-Dennis et al. 2025). PI allows rational allocation of limited capital; the same technique is applicable in data-driven investment and decision support systems (Wolters et al., 2025).
8. Financing the Investment Programmed
Westward Plc will be able to fund its desired investment programme using retained earnings, debt, or equity, with various financial and strategic consequences. Retained earnings rank as the cheapest form of finance since they do not attract interest or dilution of ownership. The utilisation of internal funds is also an indicator of financial strength and enables the management to have complete control of the business. Nevertheless, the high dependence rate on retained earnings can create a constraint on dividend payment and satisfaction of shareholders (Pisani, 2023).
Debt financing has the advantage of deductible interest, and shareholders can continue owning the projects; therefore, it is an option to be considered when projects procure constant cash flows. However, increased borrowing leads to financial risk and may affect the firm be affected by the changes in interest rates and may have liquidity issues, particularly any time there is uncertainty in the economy (Ray et al. 2024).
Equity financing minimises the risk involved in finances since one is not required to pay up anything in the form of capital or interest. Nevertheless, the dilution of current shareholders by making new issues of shares can subsequently indicate that the company cannot fund growth internally, which is not a good sign in the market (Griffiths et al., 2023).
The risky capital structure to finance the Westward Plc would be a balanced capital and moderate debt, which is facilitated by a limited equity issue, where applicable. This will reduce the cost of financing and retain financial flexibility and long-term sustainable growth (Cohen et al. 2022).
9. Conclusion
The analysis of the investment appraisal reveals that all three expansion options are economical as they yield positive Net Present Values. Nevertheless, it is the most appealing (option B), the option of Internet Sales, that provides the highest NPV and IRR of about 27 percent, and this is much higher than the cost of capital of the company of 6 percent. This implies that it has the highest potential of generating shareholder value. In the case of capital being rationed, a perfect combination of projects will maximise total returns even more by efficient allocation of funds. In order to finance the investment programme, Westward Plc would be recommended to employ a balanced financing strategy through medium-debt and retained earnings. In general, the well-crafted and adequately financed expansion plan will enhance the competitiveness and profitability of Westward in the long run.
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Income statement

		Item		TTM		2024		2023		2022		2021

		Total Revenue		58,127,000		54,073,000		45,811,000		44,351,000		37,417,000

		Cost of Revenue		10,240,000		10,207,000		8,268,000		12,391,000		12,437,000

		Gross Profit		47,887,000		43,866,000		37,543,000		31,960,000		24,980,000

		Operating Expense		34,838,000		33,615,000		28,821,000		27,448,000		25,119,000

		Operating Income		13,049,000		10,251,000		8,722,000		4,512,000		-139,000

		Net Non-Operating Interest Income (Expense)		-1,403,000		-1,337,000		-1,288,000		-1,249,000		-1,233,000

		Pretax Income		11,439,000		8,691,000		6,899,000		2,501,000		-265,000

		Tax Provision		2,035,000		1,650,000		938,000		-792,000		-380,000

		Net Income (Common Stockholders)		9,399,000		7,035,000		5,955,000		3,288,000		112,000

		Diluted NI Available to Common		9,399,000		7,035,000		5,955,000		3,288,000		112,000

		Basic EPS		3.04		2.27		1.92		1.06		0.04

		Diluted EPS		3.01		2.25		1.91		1.05		0.04

		Basic Avg. Shares		3,100,000		3,100,000		3,098,000		3,096,000		2,836,000

		Diluted Avg. Shares		3,124,500		3,126,000		3,124,000		3,120,000		2,854,000

		Total Operating Income (Reported)		12,801,000		10,003,000		8,193,000		3,757,000		1,056,000

		Rent Expense (Supplemental)		—		377,000		301,000		268,000		262,000

		Total Expenses		45,078,000		43,822,000		37,089,000		39,839,000		37,556,000

		Net Income (Cont. & Discont.)		9,399,000		7,035,000		5,955,000		3,288,000		112,000

		Normalized Income		9,525,990		7,158,930		6,377,514.71		3,888,210		-852,710

		Interest Income		176,000		345,000		301,000		81,000		43,000

		Interest Expense		1,579,000		1,682,000		1,589,000		1,330,000		1,276,000

		Net Interest Income		-1,403,000		-1,337,000		-1,288,000		-1,249,000		-1,233,000

		EBIT		13,018,000		10,373,000		8,488,000		3,831,000		1,011,000

		EBITDA		17,954,000		15,438,000		13,422,000		9,085,000		5,113,000

		Reconciled Cost of Revenue		10,240,000		10,207,000		8,268,000		12,391,000		12,437,000

		Reconciled Depreciation		4,936,000		5,065,000		4,934,000		5,254,000		4,102,000

		Net Income from Continuing Ops		9,399,000		7,035,000		5,955,000		3,288,000		112,000

		Total Unusual Items (excl. Goodwill)		-153,000		-153,000		-489,000		-741,000		1,191,000

		Total Unusual Items		-153,000		-153,000		-489,000		-741,000		1,191,000

		Normalized EBITDA		18,107,000		15,591,000		13,911,000		9,826,000		3,922,000

		Tax Rate for Calcs		0		0		0		0		0

		Tax Effect of Unusual Items		-26,010		-29,070		-66,485.29		-140,790		226,290





Balance sheet

		Item		2024		2023		2022		2021

		Total Assets		104,035,000		101,119,000		96,483,000		105,363,000

		Current Assets		25,827,000		25,054,000		22,593,000		26,244,000

		Total Non-Current Assets		78,208,000		76,065,000		73,890,000		79,119,000

		Net PPE		11,647,000		10,502,000		9,449,000		10,171,000

		Gross PPE		20,522,000		19,101,000		17,192,000		18,495,000

		Accumulated Depreciation		-8,875,000		-8,599,000		-7,743,000		-8,324,000

		Goodwill & Other Intangibles		58,202,000		58,137,000		59,127,000		62,384,000

		Goodwill		21,025,000		20,048,000		19,820,000		19,997,000

		Other Intangible Assets		37,177,000		38,089,000		39,307,000		42,387,000

		Financial Assets		182,000		228,000		74,000		102,000

		Non-Current Prepaid Assets		356,000		274,000		243,000		391,000

		Inventory		5,846,000		5,992,000		6,231,000		6,512,000

		Defined Pension Benefit		99,000		92,000		90,000		0

		Total Liabilities (Net Minority Interest)		63,164,000		61,953,000		59,425,000		66,076,000

		Current Liabilities		27,866,000		30,542,000		26,293,000		22,594,000

		Current Provisions		1,269,000		1,028,000		722,000		768,000

		Current Debt & Capital Lease		2,495,000		5,185,000		5,453,000		1,800,000

		Total Non-Current Liabilities		35,298,000		31,411,000		33,132,000		43,482,000

		Innventory

		Long-Term Provisions		921,000		1,127,000		896,000		956,000

		Long-Term Debt & Capital Lease		27,619,000		23,222,000		23,690,000		28,888,000

		Trade & Other Payables (Non-Current)		1,943,000		2,617,000		3,440,000		3,344,000

		Non-Current Accrued Expenses		65,000		36,000		37,000		25,000

		Derivative Product Liabilities		115,000		38,000		943,000		1,583,000

		Total Equity (Gross Minority Interest)		40,871,000		39,166,000		37,058,000		39,287,000

		Stockholders’ Equity		40,786,000		39,143,000		37,037,000		39,268,000

		Capital Stock		388,000		388,000		387,000		387,000

		Additional Paid-in Capital		35,379,000		35,341,000		35,308,000		35,279,000

		Retained Earnings		3,160,000		1,502,000		-574,000		1,710,000

		Minority Interest		85,000		23,000		21,000		19,000

		Total Capitalization		67,292,000		61,508,000		60,002,000		67,402,000

		Common Stock Equity		40,786,000		39,143,000		37,037,000		39,268,000

		Capital Lease Obligations		1,452,000		1,128,000		953,000		987,000

		Net Tangible Assets		-17,416,000		-18,994,000		-22,090,000		-23,116,000

		Working Capital		-2,039,000		-5,488,000		-3,700,000		3,650,000

		Invested Capital		69,448,000		66,422,000		65,227,000		68,969,000

		Tangible Book Value		-17,416,000		-18,994,000		-22,090,000		-23,116,000

		Total Debt		30,114,000		28,407,000		29,143,000		30,688,000

		Net Debt		23,174,000		21,439,000		22,024,000		23,372,000

		Share Issued		1,550,546.24		1,550,162.63		1,549,800.03		1,549,400.67

		Ordinary Shares Number		1,550,103.90		1,550,162.63		1,549,800.03		1,549,400.67

		Preferred Shares Number		—		—		—		50

		Treasury Shares Number		442.34		0		0		0

		Investment		6523654		852145		625314		463521





Cash flow

		Item		TTM		2024		2023		2022		2021

		Operating Cash Flow		15,140,000		11,861,000		10,345,000		9,808,000		5,963,000

		Investing Cash Flow		-6,543,000		-7,980,000		-4,064,000		-2,960,000		-11,058,000

		Financing Cash Flow		-4,933,000		-3,996,000		-6,567,000		-6,823,000		3,649,000

		Net Change in Cash		3,664,000		-115,000		-286,000		25,000		-1,446,000

		Effect of Exchange Rate Changes		-19,000		-93,000		-60,000		-80,000		-62,000

		Beginning Cash Balance		4,435,000		5,637,000		5,983,000		6,038,000		7,546,000

		Ending Cash Balance		8,099,000		5,429,000		5,637,000		5,983,000		6,038,000

		Capital Expenditure		-5,573,000		-4,586,000		-3,778,000		-2,571,000		-2,200,000

		Issuance of Capital Stock		-468,000		-43,000		33,000		29,000		29,000

		Issuance of Debt		9,000		6,492,000		3,816,000		0		12,929,000

		Repayment of Debt		-25,000		-4,652,000		-4,942,000		-1,271,000		-4,759,000

		Free Cash Flow		9,567,000		7,275,000		6,567,000		7,237,000		3,763,000





Profitability Ratios

		Gross Margin

		0.8112366616		0.8195193294		0.7206150932		0.667610979										2024		2023		2022		2021

		Operating Margin

		0.6216596083		0.6291283753		0.6188811977		0.6713258679

		Net Profit Margin

		0.1301018993		0.1299906136		0.0741358707		0.0029932918



Profitability Ratios





2024	2023	2022	2021	0.81123666155012664	0.81951932941869854	0.72061509323352346	0.66761097896677979	

2024	2023	2022	2021	0.62165960830728828	0.62912837528104604	0.61888119771820249	0.67132586792099846	

2024	2023	2022	2021	0.13010189928430085	0.12999061360808539	7.413587066807964E-2	2.9932918192265546E-3	















Liquidity Ratios

		Current Ratio

		0.926828393		0.8203130116		0.8592781349		1.1615473134								2024		2023		2022		2021

		Quick Ratio

		0.7170386851		0.6241241569		0.6222949074		0.8733292024

		Working Capital

		-2,039,000		-5,488,000		-3,700,000		3,650,000



Liquidity Ratio





2024	2023	2022	2021	0.92682839302375652	0.82031301159059655	0.85927813486479288	1.1615473134460477	

2024	2023	2022	2021	0.71703868513600799	0.62412415689869682	0.62229490738979953	0.87332920244312651	

2024	2023	2022	2021	-2039000	-5488000	-3700000	3650000	















Efficiency Ratios

		Asset Turnover

		0.5197577738		0.4530404771		0.4596768343		0.3551246643				2024		2023		2022		2021

		Inventory Days

		209.0516312335		264.5234639574		183.5457186668		191.1136126075

		Receivables Days

		13.1155105136		20.8509964856		28.3105228743		32.6204666328

		Payables Days

		69.4812383658		115.5303580068		101.3316116536		98.1394226904



Efficiency Ratio





2024	2023	2022	2021	0.51975777382611621	0.45304047706167982	0.4596768342609579	0.35512466425595324	

2024	2023	2022	2021	209.05163123346722	264.52346395742626	183.54571866677426	191.113612607542	

2024	2023	2022	2021	13.115510513564995	20.850996485560234	28.310522874343306	32.620466632813965	

2024	2023	2022	2021	69.48123836582738	115.5303580067731	101.33161165361956	98.13942269035941	















Gearing & Capital Structure

		Debt-to-Equity

		0.7383415878		0.7257236287		0.7868617869		0.781501477				2024		2023		2022		2021

		Net Debt Ratio

		2.2340692182		2.525801131		5.7488906291		23.1177052423

		Interest Cover

		-7.7584143605		-6.5900621118		-3.067253803		-0.8199513382

		Capital Employed

		76,169,000		70,577,000		70,190,000		82,769,000



Gearing Ratio





2024	2023	2022	2021	0.73834158779973524	0.72572362874588048	0.78686178686178687	0.78150147702964246	

2024	2023	2022	2021	2.2340692181625372	2.5258011310084827	5.74889062907857	23.117705242334324	















Investor Ratios

		Earnings Per Share (EPS)

		4.5384054579		3.8415324204		2.1215640317		0.072286015						2024		2023		2022		2021

		Dividend Cover

		0.0000009806		0.0000007323		0.0000006198		0.0000003424



Investor Ratio





2024	2023	2022	2021	4.5384054578535027	3.8415324203757901	2.121564031715756	7.2286014953123784E-2	

2024	2023	2022	2021	9.8064516129032267E-7	7.3225806451612903E-7	6.1975468043899283E-7	3.4237726098191218E-7	















Cash Performance

		Free Cash Flow

		16,447,000		14,123,000		12,379,000		8,163,000						2024		2023		2022		2021

		Cash Conversion Ratio

		1.1434493396		1.2187794533		2.5601670582		5.8981206726







2024	2023	2022	2021	16447000	14123000	12379000	8163000	













NPV and IRR

		After-tax cash flow

		7749250		6814250		6713250		3922250

		Option		Investment		NPV (£000)		IRR		Decision

		A		600		643.2		–		Accept

		B		1,000		792.3		≈27%		Best Choice

		C		1,600		742.7		–		Accept
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