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[bookmark: _Toc236861469]Executive Summary
This is a resubmission of the financial performance of Vodafone Group Plc for the year ended 31st March, 2024 and 31st March, 2025. It additionally rates three capital investment alternatives that Beard Plc has. The revenue and gross margin of Vodafone was stable while the operating result, return on capital employed and return on equity fell off sharply. It was not because of a decrease in gross profit. The group, however, lost its operating profit to a non-cash impairment cost of €4.5bn, primarily related to Germany and Romania. The absolute level of debt declined and the level of liquidity increased. But equity decreased at a greater rate than debt which led to a rise in debt-to-equity ratio. There was a slight decline in receivables turnover as well. Investor results were mixed as a result of an increase in earnings per share after 12 months and a decrease to basic earnings per share, which was negative, as well as a decrease in the dividend by 50%.
Vodafone needs to therefore safeguard the German turnaround, tighten up the receivables control and tie distributions to sustainable free cash flow, and also put in place a rigorous review of its 5G, enterprise, energy-efficiency investments following investment. In the case of Beard Plc, all cash flows are after the stated straight line capital allowance and the corporation tax. The NPV's for Option A at 5% discount rate is −£3.263 thousand, for Option B is £73.952 thousand and for Option C is £91.226 thousand. As the option that will generate the highest value, Option C is recommended and its approximate IRR is 8.57% Beard should spend £1.0 million on C, and spend the remaining £0.5 million on 55.56% of B. The net present value for the combined is £132.311 thousand. Funding should only commence from retained funds whereupon there is a prudent cash reserve, followed by matched term funding and/or asset funding. Borrowing should be considered safe when debt capacity and/or covenants are an issue, but equity should be taken into account. Beard's existing cash, gearing and borrowing capacity are not claimed as it did not provide financial statements.
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[bookmark: _Toc236861470]1. Introduction	

Vodafone Group Plc is a provider of mobile, fixed, broadband and digital services throughout Europe and Africa. During the period looked at, it was a constituent of the FTSE 100 (FTSE Russell, 2025). The performance, resources, obligations and cash flows are reported in the financial statements, but the performance of individual numbers is not always clear as to whether the change is good or bad. With warning notes, accounting policies and business context (ACCA, n.d.; CFA Institute, 2025), ratio analysis can aid in comparisons across time. This is significant as disposals, re-presented comparatives and impairments had a significant influence on the Vodafone Group Plc's (2025a; 2025b) 2025 results.
Beard Plc is a hypothetical handbag producer considering three four-year expansion options: retail-outlet expansion, internet sales, and the production of purses and wallets. Discounted methods take into account the time value of money, which is not taken into account by simple payback and accounting rate of return (Arnold and Lewis, 2019; Berk and DeMarzo, 2023). Analysis is calculated after-tax cash flows, net present value and the best allocation with a limit of £1.5m, of option C's approximate IRR. Risk, strategy, implementation and finance also are evaluated since positive NPV does not provide a good indicator of a good decision.
Vodafone was chosen due to the similarities in the published accounts for FY2024 and FY2025 that would allow for a comparison in the areas of profitability, liquidity, gearing, efficiency and investor returns. The use of ratio analysis enables management to explain performance changes and to assist in the decision making process relating to working capital, financing and capital allocation (Atrill and McLaney, 2022). Based on this, the financial performance of Vodafone is assessed in Part 1 and the investment opportunities of Beard Plc, capital rationing and financing in part 2 using only case data and finance theory.
[bookmark: _Toc236861471]2. Main Findings
[bookmark: _Toc236861472]2.1 Part 1 — Financial analysis of Vodafone Group Plc
[bookmark: _Toc236861473]2.1.1 Basis, data and method
This analysis is based on Vodafone's consolidated results for the 12 months to the end of March 2024 and 2025. Following the discontinuation of Spain and Italy, the 2025 report re-presented the previous figures. Where these amounts are available the comparison therefore makes use of these re-presented 2024 amounts (Vodafone Group Plc, 2025a). The main source is an annual report and the results announcement provides an explanation for the major movements. The advantage is that BT Group only offers a focused UK liquidity benchmark as their markets, regulation and pensions and accounting rules are different to those of Vodafone (BT Group Plc, 2025).
There are 12 ratios that are included in financial analysis which can be classified into the following groups: Profitability, liquidity, gearing, efficiency and investor returns. Normally the averages should be used for turnover and return ratios, but the closing balances are directly calculable for the two year statements. It is better to see trends in data than just sets of figures (Atrill and McLaney, 2022; ICAEW, n.d.). Research also shows that a combination of profitability, liquidity and leverage ratios are more informative than individual ratios (Beaver, 1966; Altman, 1968; Ohlson, 1980; Delen et al., 2013). All the formulae and substitutions are given in Appendix B.
The evaluation of each movement is done by its cause. A high current ratio could indicate cash generation, proceeds from sale of assets, or delayed payments while a high debt/equity ratio can be a result of debt issuance, equity issuance, or both. All changes to the material are thus reconcilable to their numerator, denominator and explanation in the annual report before being judged.
	Category
	Ratio
	Formula
	FY2024
	FY2025

	Profitability
	Gross profit margin
	Gross profit ÷ revenue
	33.39%
	33.43%

	Profitability
	Operating profit margin
	Operating profit ÷ revenue
	9.98%
	−1.10%

	Profitability
	ROCE
	Operating profit ÷ capital employed
	3.11%
	−0.38%

	Profitability
	ROE
	Profit attributable to owners ÷ equity
	2.47%
	−6.95%

	Liquidity
	Current ratio
	Current assets ÷ current liabilities
	0.92
	1.26

	Liquidity
	Quick ratio
	(Current assets − inventory) ÷ current liabilities
	0.89
	1.23

	Gearing
	Debt to equity
	Total debt ÷ total equity
	93.42%
	98.57%

	Efficiency
	Inventory turnover
	Cost of sales ÷ closing inventory
	43.06x
	40.40x

	Efficiency
	Receivables turnover
	Revenue ÷ closing trade receivables
	4.27x
	3.98x

	Investor
	Basic EPS
	Reported basic EPS
	4.45c
	−15.86c

	Investor
	Dividend per share
	Total dividend per ordinary share
	9.00c
	4.50c

	Investor
	Adjusted dividend cover
	Adjusted basic EPS ÷ DPS
	0.83x
	1.75x


Table 1. Vodafone ratio summary. Source: calculations from Vodafone Group Plc (2025a); detailed workings in Appendix B.
[bookmark: _Toc236861474]2.1.2 Profitability
Revenue increased by 1.99%, from €36,717 million to €37,448 million, while gross profit rose from €12,258 million to €12,519 million. As a result, the gross profit margin in 2024 was nearly the same as in 2025 at 33.39% and 33.43%, respectively. This stability indicates that direct services and equipment cost rose and fell in general with the revenue. It does not, however, exhibit good improvement in operation. Pressure on gross profit (including administrative, amortisation, restructuring and impairment costs) can be accompanied by a stable gross margin. Therefore, analysing a financial statement should not be done to merge the margin formation process with charges that occur when the margin is used to generate operating profit (Nissim and Penman, 2001; Fairfield and Yohn, 2001).
Operating margin fell from 9.98% to −1.10%. In the same period, ROCE fell from 3.11% to −0.38%. This non-cash impairment, primarily in Germany and Romania, amounted to €4.5 billion, which led to an operating loss of €411 million (Vodafone Group Plc, 2025b) as the main reason. IAS 36 defines impairment to be a decrease in the recoverable amount of an asset or cash-generating unit. Although non-cash in the year of recognition, it is an important economic indicator for the following reason; it indicates that cash flows in the future no longer support the carrying value (IFRS Foundation, 2024c). So, it shouldn't be taken lightly as a routine accounting line item.
Also, the closing equity and profit attributable to owners were used to calculate the ROE, which also declined from 2.47% to −6.95%. This negative return is in line with the loss suffered by the €3,746 million owners of the company. Furthermore, there has been a drop in the total equity of €60,998 million to €53,916 million, leaving less to cover any additional losses. Result can be adjusted as necessary to allow the user to consider underlying trading; however, it is not intended to be used as a substitute for the statutory result. Items that are out of the ordinary in size, but of great importance for capital deployment, can be omitted from management defined performance measures. To ensure that a balanced assessment, both statutory losses and adjusted operating indicators are taken into account (CFA Institute, 2025; Financial Reporting Council, 2024b).
The impairment does not result in a direct cash outflow and therefore cash-based measures may show up as a better result than the statutory result. That doesn't stop some of the charge saying that the economics of the affected assets are weaker than expected. Future performance should therefore be compared with the revised cash-flow assumptions which were made for the impairment test. If the service revenue is increased at the same time customer retention and cash conversion is increased, it would be more convincing if that were to happen in a later recovery.
[bookmark: _Toc236861475]2.1.3 Liquidity
The current ratio increased from 0.92 to 1.26 and the quick ratio went up from 0.89 to 1.23. Current asset increased by 39.52% and the current liabilities remained practically unchanged resulting in an improvement in the short-term cover. Another €13.3 billion of cash and debt reduction was funded in Spain, Italy and part of Vantage Towers, however (Vodafone Group Plc, 2025b). Therefore, transactions in portfolios and not just in the working capital, helped to provide liquidity.
Vodafone's current ratio is comparable to that of the BT Group Plc (2025) with current assets of £8,372 million and current liabilities of £10,285 million. However, there is an opportunity cost to having too much cash and the receivables might go bad or have a lower carrying value. The value of working capital will only be added up when the level of working capital is efficient, but when it exceeds the efficiency level, it could decrease returns (Aktas et al., 2015; Baños-Caballero et al., 2014). The quality and source of the ratio is therefore more important than the ratio per se.
[bookmark: _Toc236861476]2.1.4 Gearing and solvency
Total debt fell 6.75%, from €56,987 million to €53,143 million. In contrast, debt to equity rose from 93.42% to 98.57% because equity fell 11.61%. Vodafone did not have to take out any additional loans, it's because the denominator fell even faster than the numerator. It is as crucial to restore earnings as it is to avoid additional impairments or safeguard equity as you pay off your debt.
Tax advantages can be derived from debt without having to sacrifice immediate dilution, but when returns are poor, the hard fixed interest and repayments limits flexibility. Other influences on financing decisions are information gaps, agency costs and distress (Myers, 1984; Myers and Majluf, 1984; Jensen and Meckling, 1976). While lower absolute debt is a good thing, leverage needs to be examined in the context of sustainable cash flow and covenant capacity, and not just book equity.
[bookmark: _Toc236861477]2.1.5 Efficiency and working capital
The inventory turnover decreased from 43.06 to 40.40 times. This is not the primary concern, but may represent device mix or timing of the reporting date, as inventory is small as compared to revenue. Receivables turnover has decreased from 4.27 to 3.98 times with a 9.43% increase in receivables while revenue increased by 1.99%. This can imply that there are fewer collections or a shift in the kind of customers.
Typically, weak collection discipline is associated with higher financing requirements and lower values, but the best results are achieved depending on the operating cycle and the economic conditions (García-Teruel and Martínez-Solano, 2007; Enqvist et al., 2014; Kieschnick et al., 2013). One size does not fit all with Vodafone and its targets should not be applied to consumers, businesses and public organisations. It should track overdue amounts, dispute and expected credit loss by customer group. The ratio is an indicator of risk, and disclosure is available but is unable to pinpoint a cause.
Other factors that impact turnover are contract billing, handset instalments, wholesale balances and exchange rates. Simpler, late payment isn't proven by the group-level fall. Before assessing collection performance, the volume, price, disposals, exchange effects, disputes and credit quality should be reconcilied in the internal review.
[bookmark: _Toc236861478]2.1.6 Investor ratios and distributions
Basic EPS declined by −15.86 eurocents from 4.45 eurocents, as a result of the statutory shareholder loss. Basic EPS was adjusted for a variety of reasons, such as impairment, and went from 7.47 to 7.87 eurocents. Basic EPS is based on IFRS result, adjusted EPS shows the recurring capacity. Management chooses the exclusions however, reconciliation and challenge is required (Vodafone Group Plc, 2025a; Financial Reporting Council, 2024b).
This resulted in dividend per share being cut in half from 9.00 eurocents to 4.50 eurocents, whilst at the same time the dividend cover increased from 0.83 times to 1.75 times (excluding adjustment items). Sustainability saw an improvement since the dividend could be covered by EPS in 2025, although there was a decrease in shareholder income. Similarly, if a negative basic EPS was calculated, this also means that it was not included in the statutory result. Dividends or buy-backs should then be appropriately based on the free cash flow, leverage requirements, and investment requirements rather than the payment of a dividend or buy-back during weak operating economics (Berk and DeMarzo, 2023).
[bookmark: _Toc236861479]2.1.7 Integrated evaluation and limitations
The ratios all suggest a company that has moderate growth, good gross margin, a solid position for short term liquidity, with improved debt levels, and poor operating performance and shareholder returns. So the pattern isn't just a gradual downfall in all aspects. This is a rude shock to profits, along with balance-sheet measures which enhanced cash and minimised debt. The focused BT comparison provides some support to the concept that Vodafone's current ratio isn't abnormally low. But it doesn't eliminate the need to enhance the returns on receivables and operating returns. The data should also be segmented since there are differences in conditions, for example, in Germany, the United Kingdom, Africa and other markets, and these differences are not apparent from the group data (IFRS Foundation, 2024d).
There are a number of restrictions to the conclusion. First, ratios are based on past performance and do not provide any insight into network competition, regulation or foreign exchange or customer behaviour. Secondly, closing balances can cause the results of the turnover and return measures to be skewed if the closing balances are seasonal. Thirdly, inflation and other measurement bases invalidate statements of the value of the statements in terms of their current purchasing power. Fourth, impairment is based on estimates and discount rates and if either of these changes over time, the value of assets may change as well as profit. Fifth, the 2025 comparatives were re-presented for discontinued operations due to Vodafone. This makes it easier to present results in a like-for-like fashion, but also makes it less safe to compare the results of this report with previous reports (Vodafone Group Plc, 2024; 2025a). Lastly, some of the internally generated capabilities and customer relationships are not included in the accounting statements. Judgement is required linking profit, cash flow and financial position (IAS 1 and 7) with the aim of further improving the consistency of presentation (IFRS Foundation, 2024a; 2024b).
Only two reporting dates have been analyzed as well. It's not going to be able to make any long-term trend or know whether it's structural change or one off. There's more insight in the market-value gearing, interest cover and cash conversion but this is followed by the brief and data matrix. The recommendations are therefore geared towards the clear signals in the evidence. These are not intended to be a comprehensive assessment of the company or a prediction of the price of Vodafone.
[bookmark: _Toc236861480]2.1.8 Recommendations for Vodafone
Management’s immediate priority should be operating recovery in Germany. The note on impairment indicates that expectations around cash-flows have been overly optimistic. Hence, there is a need for the board to approve service revenue, churn, price realisation, cost to serve and cash conversion unit level targets. Projects should be reviewed each quarter and be either cancelled or reprioritised if key milestones have not been met as agreed (Financial Reporting Council, 2024a). This should ensure that customers are not adversely affected, improve accountability and drive the recovery of cash-flow, otherwise, sub-optimal asset performance could continue and further impair the asset (Vodafone Group Plc, 2025b).

Receivables governance also needs to be tightened. The ageing, disputes, days past due and expected credit losses by customer type should be reported as a segment team. Named owners used to be the usual and natural practice for large enterprise and public-sector balances. Sales incentives should be based on cash collected not billed revenue. This should help reduce the growth of cash while not causing a deterioration in customer relationships; otherwise, receivables could still grow at a higher rate than cash, creating a funding pressure (García-Teruel and Martínez-Solano, 2007; Enqvist et al., 2014). 
Capital allocation and dividends should be tied to sustainable free cash flow. Absolute debt has reduced but the conservative leverage limits are still appropriate, as operating returns and equity have weakened. The downside cash flow scenarios should be used to test debt reduction and dividends and buy-backs. This should help maintain flexibility and ensure network investment is not compromised, since network investment could be weakened if distributions are fixed, or if new borrowing is undertaken (Berk and DeMarzo, 2023).
For growth, enterprise 5G, cloud connectivity, IoT and digital services with contracts with clear cash flows should be prioritised. As highlighted by Ofcom (2024); GSMA (2025); OECD (2024) and the European Commission (2025) there is potential for growth through network and digital adoption but each project must be subject to disciplined NPV and customer commitment tests. Energy-efficiency and renewable-power measures should continue where they produce benefits both in terms of lowering emissions, as well as lowering operating costs for the networks (GSMA, 2024; Vodafone Group Plc, 2025c). This could foster growth and efficiency; failing to do so could result in the investment of capital without sufficient value added.
[bookmark: _Toc236861481]2.2 Part 2 — Capital investment appraisal for Beard Plc
[bookmark: _Toc236861482]2.2.1 Case assumptions and after-tax cash flows
The brief is the only document that is used in the appraisal. Options A, B and C require £600,000, £900,000 and £1,000,000 respectively and provide four years of pre-tax cash flows. The cost of capital is 5%, annual straight line capital allowance is 20% of initial cost and Corporation tax is 25%. Calculations use £000. Due to the short time frame, no delay of tax is created because cash flow and tax are in the same year.
Pre tax cash flow minus 25% x taxable profit is after tax cash flow and cash flow minus the allowance is taxable profit. Equivalently, it is 0.75 × cash flow + 0.25 × allowance. If the taxable profit is negative, then Beard is assumed to use the negative taxable profit, or tax loss, to offset other taxable profit. There is no cash flow associated with a residual value, working-capital recovery or terminal value, since they are not provided.
The 25% is the UK main corporation tax rate as stated for 2025 and the straight-line allowance of 20% is stipulated as a case instruction and not as an asset claim (UK Government, 2025a; 2025b). Real treatment is according to the date of the assets and expenditures. The model is based on the brief – a live proposal would require a tax review.
[bookmark: _Toc236861483]2.2.2 Net present value results
NPV will discount incremental after-tax cash flows at the required return and subtract initial investment. Independent projects have a positive NPV; Mutually exclusive projects with similar risk have the highest positive NPV (Brealey et al., 2023; Berk et al., 2022). The Schedule can be found in the Appendix C.
The present value of the inflows of Option A is £596.737 thousand and the NPV of the inflows is −£3.263 thousand. The present value of Option B is £973.952 thousand and it has £73.952 thousand NPV. The present value of option C is £1091.226 thousand and the NPV is £91.226 thousand.
C costs £100,000 more than B but adds £17,274 NPV. However, its NPV is 9.12% of investment, compared to B's 8.22% and as A still reduces its value, it continues to be value reducing.
Suppose that B, and C experience the same ratio of reduction in after-tax cash flows, but the initial cost is the same; then, the after-tax cash flows of B and C will reach zero at about 7.59% and 8.36% reductions, respectively. The cushion C has is greater, but it is not really well protected. This is not an alternative to scenarios as real-life changes impact on specific years or costs.
	Option
	Initial outlay (£000)
	PV of inflows (£000)
	NPV (£000)
	Decision

	A
	600.000
	596.737
	−3.263
	Reject

	B
	900.000
	973.952
	73.952
	Accept

	C
	1,000.000
	1,091.226
	91.226
	Recommend


Table 2. Beard Plc NPV results at 5%. Amounts are £000; full workings are in Appendix C.
[bookmark: _Toc236861484]2.2.3 Approximate internal rate of return for Option C
The IRR is the discount rate at which NPV is = 0. The NPV of option C is £13.746 thousand at 8% and −£10.183 thousand at 9% so the IRR is approximately 8.57% (interpolated) and directly calculated at 8.57%. This is more than Beard's 5% cost of capital, and is acceptable. But the 3.57-point gap suggests minor negative developments could cause a decline in value.
A percentage return should be communicated easily and IRR should not supplant NPV. It may rank mutually exclusive projects in wrong order, by scale and/or timing, and it may generate several rates in the case of changing cash-flow signs. The measure of direct value is a measure that happens to be the relevant cost of capital, known as NPV, (Arnold and Lewis, 2019; Berk and DeMarzo, 2023).
[bookmark: _Toc236861485]2.2.4 The theoretical case for NPV
NPV is a reflection of time value of money: the time value of money is that a pound today is worth more than a pound a year later. Discounting considers costs and benefits at a single time, includes all incremental project cash flows and applies opportunity cost of capital. Positive NPV should boost the wealth of the owners, with sound forecasts and discount rates (Brealey et al., 2023).
NPV value of individual projects can be combined to obtain the programme of investments. Beard can thus include a divisible amount of B's NPV with C's. Since NPV is monetary, it reflects more than just the amount of time that can be recovered, but also the amount of value added.
Judgement remains necessary. The forecasts might be overly optimistic, cost of capital may not match with the project risk, and the risk may evolve over the course of time. Items such as inflation, tax and working capital must be treated consistently as well. Sensitivity analysis, scenarios and post-completion audit enhance the inputs which are dependent on NPV (Drury and Tayles, 2021; Pike, 1996).
[bookmark: _Toc236861486]2.2.5 Why non-discounting methods remain popular
Payback is straightforward and illustrates the amount of time needed to see the cash dedication recouped. Useful for small businesses, markets that are not sure, a rapidly changing technology and where paying it off or covenants are more important than distant returns. But conventional payback does not take into account the value of the time and cash flows that occur after the payback period, and so a short payback project might have a lower value.
Accounting profit and the assets already included in the budgets and statements allow ARR to be easily compared with internal targets. However it is influenced by depreciation, book value and doesn't consider cash flow and discounting. Companies thus make use of approaches. The most common methods are NPV and IRR, and the popular method is the payback method, because it is easy to calculate, liquid and fits within the organisation, as suggested by Graham and Harvey (2001), Brounen et al. (2004), Hermes et al. (2007), and Truong et al. (2008).
UK and international data also reveal a lack of a single theory of practice (Arnold and Hatzopoulos, 2000; Drury and Tayles, 1997; Sandahl and Sjögren, 2003) and that variations remain, albeit smaller, within firms and economies (Siziba and Hall, 2021). Payback must be considered secondarily in terms of liquidity and risk factors by Beard. ARR can help with budgeting, but shouldn't be used for investment.
[bookmark: _Toc236861487]2.2.6 Other factors before approval
A central concern is forecast risk. Beard needs to review sales volume, selling price, operating cost, timing and implementation delay of taxes. The base case value of option C is better, but the value of its NPV is only £91.226 thousand when the investment is £1million. The decision could change if a downside case scenario arises. The cash-flow reduction that would bring the NPV to zero should be calculated. It should also test combined shocks to the cash-flow and not just one.
Fit is also a factor to take into consideration. It could necessitate new design capability, suppliers, quality controls, channels of distribution for producing purses and wallets. Beard needs to be sure the products are aligned with his brand and customers. Also, there should be thought of cannibalisation of the existing sales. The appraisal should only include cash-flows that are incremental. Costs already incurred should not be included, costs that have already been sunk, while costs that have been lost due to being displaced by other products should be included, but only if there is evidence.
Operational capacity needs to be assessed prior to approval. The business requires good supply, workforce competency, quality standards, systems and procedures and contingency plans. There may be other risk factors associated with Internet sales, such as cyber security, fulfilment and returns. Retail expansion can lead to lease obligations and/or fixed costs. Environmental, social concerns are also important when material, labour and waste conditions can negatively impact the brand. Where possible these factors should be translated into cash-flow estimates and documented as decision factors if not.
Governance should provide independent challenge to project sponsors. Named owner should be responsible for benefits and costs and timelines. Clear baseline to be approved by the board and actual performance reviewed following the launch. Bennouna et al. (2010) and Pike (1996) both asserted that the process of the organisation has an impact on the effectiveness of the appraisal process, which justifies the use of structured procedures and post-audit.
Decision gates should be also mentioned on the approval paper. The amount of funds Beard may require for release to suppliers could be contingent on the supplier validation, a minimum level of pre-orders, the capability of staff to handle it, and the route to market having to have been tested. Consider staged commitment when early evidence is poor, as this will assist in minimising exposure. But the cash-flow model needs to be brought up-to-date with regard to the timing and expenses of each stage. Staging does not add value unless there are realistic responses to the option to delay, expand or stop.
[bookmark: _Toc236861488]2.2.7 Capital rationing
If the decisions in the brief are based on the condition that the project can be divided into £1.5 million or less then profitability index ranks C (1.0912), B (1.0822) and A (0.9946). Funding all £1 million of C and £500,000, or 55.56%, of B produces £132.311 thousand total NPV, including £41.085 thousand from partial B.
A has no value since its PI < 1 and NPV is negative. This result is based on the assumption that B is running efficiently at 55.56%. If B is not running efficiently then integer project selection or scenario analysis will be needed for this result.
[bookmark: _Toc236861489]2.2.8 Recommendation
The single complete project is for Beard to choose Option C as it is the project with the highest NPV (£91.226 thousand) and an IRR of 8.57% is greater than the cost of capital (5%). A's negative NPV means that it is not accepted, whereas B's is OK. With the £1.5million divisible-project condition, project is funded using all of C and 55.56% of B to achieve £132.311 thousand NPV. Approval is subject to the downside testing, readiness and the confirmation of the efficiency of partial B.
[bookmark: _Toc236861490]2.2.9 Financing the recommended programme
There are no financial statements provided by Beard Plc. Therefore, the company cannot be said to have adequate retained earning, low gearing ratio, good collateral, unutilised borrowings. Financing decisions shall therefore remain conditional. Generally the first choice to consider is retained earnings as there are no interest, dilution, issue costs etc involved. But, the money isn't charity. They come with an opportunity cost and utilisation could diminish the liquidity cushion required for wages, suppliers and unexpected disruption (Myers and Majluf, 1984).
A four-year cash-flow horizon and the maintenance of ownership can be achieved by using a bank term loan. Interest may also be tax deductible (as per tax rules). However, cash flows in the projects are not significant at all, but repayments still remain fixed even in the case of not achieving the projects' cash flow targets. Security and covenants might be required by lenders. This means, Beard should test debt service coverage in the downside scenario, not just the base case scenario. If production equipment can be identified, it might be considered as an asset finance or leasing arrangement, which will allow spreading payments and will help to maintain initial cash. However, all the cost of financing, ownership, maintenance and the termination fees should be compared to a loan.
New equity or rights issue has the effect of decreasing the risk of fixed repayments and can help with the expansion of the growth plan. Conversely, it will dilute control and EPS and the costs of the issues can be significant. Financial intermediation also has the potential to alter incentives for the owners, managers and lenders (Jensen and Meckling, 1976), as suggested by agency theory. If the leverage, or covenant headroom, of the business is already too big for Beard to handle, or if the investor(s) can add commercial skills, then equity is appropriate.
It would be useful to regard government loans or grants as a source of support, rather than a sure source of funding. The eligibility, location, sector, purpose of the project and when it is being applied for are all to be verified via official schemes (UK Government, 2025c). There are several channels in the UK finance market that can be accessed by businesses, such as bank lending, equity and a substantial asset-finance channel, which may differ in availability and price depending on the firm risk (British Business Bank, 2025). Beard should keep a sensible cash cushion, borrow from internal resources and then borrow from term loans or asset finance. If there is a lack of downside debt-service coverage, equity may be considered. Funding should be distributed over Option C and over the part of B that is feasible in order to keep flexibility.
Before signing finance, Beard should check the annual percentage cost (APC), arrangement costs, security, conditions, repayment plan and early settlement costs. The list of the repayments should be side-by-side with the down side cash flow to the project. A lower interest rate might be offered, however it does not necessarily mean that it would be the best offer if there were to be restrictive security or repayment prior to receiving benefits. Short term overdraft funding of a four-year investment should also be avoided by the board unless it is a temporary loan until the investment is sold.
[bookmark: _Toc236861491]3. Conclusion
Vodafone performed poorly in FY2025. Revenue and gross margin remained steady and liquidity improved and debt decreased. But a €4.5bn impairment turned the operating loss, and resulted in losses of ROCE, ROE and basic EPS. The turnover of receivables was also declining while debt to equity increased due to reduction in equity as compared to debt. It therefore is not growth, but profitable operating recovery that is the priority. It should be backed up by receivables control, conditional distributions, conservative leverage tests and post investment review.
Beard's after-tax appraisal supports Option C as a more viable option with the £91.226 thousand NPV and IRR of 8.57% (against a 5% required return). B is also acceptable and A rejected. All of C and 55.56% of B have a NPV of £132.311 thousand, the total investment is £1.5 million, which is the full amount of the divisible funds. Approvals are subject to downside testing, operating capability and partial investment in B - matched term debt or asset finance should be used where possible and equity is only used when debt capacity is lacking. Unsupported financial position of Beard is not assumed.
In summary, Vodafone's ability to generate sustainable operating cash flow from its stable of revenue and at the same time strengthen its operating returns and balance-sheet flexibility will be one of the key drivers for its future performance. Beard's value-positive combination is only possible to long-term value if it invests within his £1.5 million limit, and conducts downside testing and post-investment control. The following conclusions are subject to evidence that has been verified.
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Closing balance-sheet amounts are used for ROCE, ROE and turnover ratios because the assignment compares two reported years and the submitted source matrix contains those closing amounts. This is a disclosed limitation; average balances may produce different results.
	Ratio
	FY2024 calculation
	FY2025 calculation

	Gross margin
	12,258 ÷ 36,717 × 100 = 33.39%
	12,519 ÷ 37,448 × 100 = 33.43%

	Operating margin
	3,665 ÷ 36,717 × 100 = 9.98%
	−411 ÷ 37,448 × 100 = −1.10%

	ROCE
	3,665 ÷ 107,771 × 100 = 3.40%
	−411 ÷ 95,898× 100 = −0.4%

	ROE
	1,505 ÷ 60,998 × 100 = 2.47%
	−3,746 ÷ 53,916 × 100 = −6.95%

	Current ratio
	20,513 ÷ 22,352 = 0.92
	28,620 ÷ 22,754 = 1.26

	Quick ratio
	(20,513 − 568) ÷ 22,352 = 0.89
	(28,620 − 617) ÷ 22,754 = 1.23

	Debt to equity
	56,987 ÷ 60,998 × 100 = 93.42%
	53,143 ÷ 53,916 × 100 = 98.57%

	Inventory turnover
	24,459 ÷ 568 = 43.06x
	24,929 ÷ 617 = 40.40x

	Receivables turnover
	36,717 ÷ 8,594 = 4.27x
	37,448 ÷ 9,404 = 3.98x

	Basic EPS
	Annual report = 4.45c
	Annual report = −15.86c

	Dividend per share
	Annual report = 9.00c
	Annual report = 4.50c

	Adjusted dividend cover
	7.47 ÷ 9.00 = 0.83x
	7.87 ÷ 4.50 = 1.75x


Table B1. Formula substitution and calculated ratios. Minor differences may arise from rounding.
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[bookmark: _Toc236861496]C1. Brief data and annual capital allowances
	Option
	Initial (£000)
	Y1
	Y2
	Y3
	Y4
	CA p.a. (£000)

	A – retail outlet expansion
	600
	100
	180
	210
	260
	120

	B – internet sales
	900
	220
	270
	350
	400
	180

	C – purses and wallets
	1,000
	250
	310
	400
	430
	200


Table C1. Assignment inputs. Corporation tax is 25%; cost of capital is 5%; cash flows are pre-tax and stated in £000.
[bookmark: _Toc236861497]C2. After-tax cash flows
Taxable profit = pre-tax cash flow − capital allowance. Tax = 25% × taxable profit. After-tax cash flow = pre-tax cash flow − tax. A negative tax figure represents immediate relief against other taxable profits, consistent with the stated same-year assumption.
	Option
	Year
	Pre-tax CF
	Capital allowance
	Taxable profit
	Tax at 25%
	After-tax CF

	A
	1
	100.0
	120.0
	(20.0)
	(5.0)
	105.0

	A
	2
	180.0
	120.0
	60.0
	15.0
	165.0

	A
	3
	210.0
	120.0
	90.0
	22.5
	187.5

	A
	4
	260.0
	120.0
	140.0
	35.0
	225.0

	B
	1
	220.0
	180.0
	40.0
	10.0
	210.0

	B
	2
	270.0
	180.0
	90.0
	22.5
	247.5

	B
	3
	350.0
	180.0
	170.0
	42.5
	307.5

	B
	4
	400.0
	180.0
	220.0
	55.0
	345.0

	C
	1
	250.0
	200.0
	50.0
	12.5
	237.5

	C
	2
	310.0
	200.0
	110.0
	27.5
	282.5

	C
	3
	400.0
	200.0
	200.0
	50.0
	350.0

	C
	4
	430.0
	200.0
	230.0
	57.5
	372.5


Table C2. Beard Plc after-tax project cash flows (£000).
[bookmark: _Toc236861498]C3. NPV at 5%
	Year
	DF 5%
	A CF
	A PV
	B CF
	B PV
	C CF
	C PV

	0
	1.000000
	(600.0)
	(600.000)
	(900.0)
	(900.000)
	(1,000.0)
	(1,000.000)

	1
	0.952381
	105.0
	100.000
	210.0
	200.000
	237.5
	226.190

	2
	0.907029
	165.0
	149.660
	247.5
	224.490
	282.5
	256.236

	3
	0.863838
	187.5
	161.970
	307.5
	265.630
	350.0
	302.343

	4
	0.822702
	225.0
	185.108
	345.0
	283.832
	372.5
	306.457

	NPV
	
	
	(3.263)
	
	73.952
	
	91.226


Table C3. NPV calculation (£000). Discount factors are shown to six decimal places; totals use full precision.
[bookmark: _Toc236861499]C4. Approximate IRR of Option C
At 8%, Option C NPV = £13.746k. At 9%, Option C NPV = −£10.183k. Interpolated IRR = 8% + [13.746 ÷ (13.746 + 10.183)] × 1% = 8.57%. The direct numerical rate is approximately 8.5699%.
[bookmark: _Toc236861500]C5. Capital rationing
Profitability index = present value of inflows ÷ initial investment. With £1.5m and divisible projects, fund the highest PI first.
	Option
	Initial cost
	PV inflows
	PI
	Fraction funded
	Funds used
	NPV obtained

	C
	1,000
	1,091.226
	1.0912
	100.00%
	1,000
	91.226

	B
	900
	973.952
	1.0822
	55.56%
	500
	41.085

	A
	600
	596.737
	0.9946
	0.00%
	0
	0.000

	Total
	
	
	
	
	1,500
	132.311


Table C4. Optimal divisible-project allocation (£000). B fraction = £500k ÷ £900k = 55.56%; total NPV = £91.226k + 55.56% × £73.952k = £132.311k.
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