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Executive summary,
Tesco plc, one of the UK's largest grocery retailers, exhibited a mixed financial performance from 2020 to 2024. The company navigated through a period marked by both operational challenges and recovery phases, reflecting fluctuations in key financial metrics such as profitability, liquidity, and returns on assets and equity.Tesco's gross profit margin remained relatively stable, with slight fluctuations throughout the period. However, it was consistently lower than industry benchmarks, indicating ongoing pressure on cost management. while  Tesco’s net profit margin remained modest and showed little improvement, reflecting challenges in translating revenues into bottom-line profit. The persistent low margins could be attributed to competitive pricing, increased operational costs, and potential restructuring expenses. The quick ratio improved significantly from 2020 to 2022 and stabilized thereafter. This indicates that Tesco enhanced its short-term liquidity, improving its ability to meet short-term obligations. This was likely achieved through better working capital management and possibly reduced reliance on short-term debt.
Meanwhile, Tesco demonstrated some recovery, particularly in terms of liquidity and operational margins by 2024, its overall financial performance during this period was marked by low profitability and inconsistent returns on equity and assets. These trends suggest that Tesco may have faced persistent market pressures and operational challenges, necessitating continued strategic focus on improving efficiency, cost management, and profitability.
The slight improvements observed in 2024 suggest that Tesco's strategic initiatives may be beginning to take effect, but sustained efforts are needed to ensure long-term financial stability and enhanced shareholder value. Going forward, Tesco should aim to capitalize on these improvements while addressing underlying issues related to asset utilization and profitability.
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Introduction.
Tesco is a leading multinational retailer headquartered in the United Kingdom, renowned for its comprehensive range of products and services. Founded in 1919 by Jack Cohen, Tesco began as a small group of market stalls and has since grown into one of the world's largest retailers, with operations spanning across Europe and Asia. Tesco has implemented numerous initiatives to reduce its environmental footprint, including efforts to minimize food waste and promote healthier eating options. The company continually innovates with new technologies and store formats to enhance the shopping experience. Tesco operates various store formats to meet different shopping preferences and locations. These include large hypermarkets, smaller local convenience stores, and express outlets for quick shopping trips. Tesco business has expanded to include car and house insurance and also mobile phone networks. Tesco has seen changes in leadership, with Dave Lewis taking over as CEO in 2014 and Ken Murphy in 2020. 1990 Tesco launched its loyalty card, the Clubcard, in 1995, which became one of the most successful customer loyalty programs. This decade also saw the introduction of the Tesco Metro and Tesco Express store formats to cater to urban and local markets. Well , 2000 Tesco became the market leader in the UK grocery market, surpassing competitors like Sainsbury’s and Asda. The company has refocused on its core UK market while also maintaining a strong online presence. Tesco has invested in improving its digital infrastructure and delivery services. Despite Tesco faced challenges in some markets, leading to strategic withdrawals from the US (Fresh & Easy) and Japan, and restructuring in other regions. The financial health of  Tesco still remains as the UK dominant player in the retail sector with a strong market position. Tesco's strategy centres on providing high-quality products at competitive prices, ensuring excellent customer service, and continually adapting to market changes. The company aims to create value for its customers, employees, and shareholders through a combination of operational efficiency, strategic investments, and a commitment to sustainability. Tesco has developed strong private label brands, such as Tesco Finest and Tesco Value, catering to different customer segments and price points. The Tesco label brand was strategy  to keep loyalty customers and provide opportunities option for their customer. It is one the Tesco business mode strategy for their competitors example Asda and Sainsbury supermarkets. With e-commerce platform, Tesco.com, the company has been a pioneer in online grocery shopping, providing convenient home 



delivery and click-and-collect services which give Tesco a competitive advantage over his rival in the marketplace. Tesco’s business model is built on providing a wide range of products and services tailored to different customer needs, leveraging technology and data to enhance customer experience, and maintaining a strong commitment to sustainability and corporate responsibility. Its strategic focus on efficiency, innovation, and customer engagement has enabled it to remain a leading player in the global retail industry.
























Main Body
1.1. Tesco Financial   performance review.	
 Let outline the formula for these ratios.
     Profitability ratios  Formula
1. Gross Profit Margin =
                                                             
2. Operating Profit Margin  =
                                                                  
3. Net Profit Margin =   
                                                      
           4. Return on Assets (ROA) =
                                                        
          5.Return on Equity(ROE) =
                                                        
Liquidity Ratios
Current ratio      =  
                                	

Quick ratios        =   

                            
Gearing Ratios. 
Debt-to- Equity ratios  .=                                                        
Interest coverage ratios =            



                                       
Efficiency  Ratios
Assets Turnover Ratio   =                                               
Inventory  turnover Ratio =                                                           
Receivable Turnover Ratio =
Profitability  Ratio
Tesco financial statement   Year 2024                                                  Year 2023
Gross profit margin  =                                            
Operation profit  margin == 4.14%                                      
Net  profit margin =2.5%                                                     
Return of Assets(ROA)=                                    1.4%
Return of Equity (ROE) =15.1%                               5.4%
 Liquidity  Ratio
  Current ratio =                    

   0.97%                                    =1.18%
Quick ratio  =- 0.12%                 =1.3% 
 = 1.46%                     =1.3%       
     =1.3%
 Debt to equity ratio= 1.8%        =  1.4%               = 1.0%
                                            =1.3%            
Interest cover ratio=        =0,4%               =1.65                =0.3%
Efficiency  ratio.    =         =0.7%                   =0.7%               =0.8%
                
                  =0.8%               =0.9%
Inventory ratio            = 12.5%             =11.1%
Receivable  turnover ratio.    = 70.12%           =67.1%                   =47.1%

                
                   
	
	



	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	


 
             	

    Figure 1.1 chart diagram to illustrate the position of Tesco financial income statement.
	
	
	
	
	
	
	
	

	
	



	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	














	
	
	
	
	
	



                                                          

                                                         




 
    Continuation of the chart  diagram  figure `1.1 Tesco financial  income  statement.



	
	
	
	
	

	
	
	
	
	


           
Here's a critical explanation of the chart figure 1.1 financial ratios for Tesco plc based on the data from the provided image for the years 2020 to 2024:
1. Profitability Ratios
Gross Profit Margin
· Trend Analysis: The gross profit margin has varied considerably over the five-year period. It was relatively low in 2020 (1.80%) and 2021 (1.10%), increased to 3.30% in 2022, dipped to 1.40% in 2023, and then increased to 3.40% in 2024.
· Critical Analysis: The fluctuations in gross profit margin suggest inconsistency in controlling the cost of goods sold relative to sales. The low margins in some years indicate higher production costs or competitive pricing pressures. The increase in 2024 shows improvement, possibly due to cost-cutting measures or higher product pricing. Tesco needs to focus on maintaining stable margins by optimizing supply chains and cost management to reduce the impact of such volatility.




Operating Profit Margin
· Trend Analysis: The operating profit margin has also shown variability, decreasing from 3.80% in 2020 to 1.00% in 2022, then gradually increasing to 4.15% in 2024.
· Critical Analysis: The declining trend until 2022 followed by recovery indicates operational challenges faced by Tesco, likely due to high administrative or selling expenses. The recovery in 2024 suggests that Tesco has started to manage these costs better. For sustained improvement, Tesco should continue to focus on efficiency and cost reduction while seeking growth in high-margin areas.
Net Profit Margin
· Trend Analysis: The net profit margin was relatively low across all years but showed improvement from 1.00% in 2023 to 2.97% in 2024.
· Critical Analysis: The low net profit margin across the period indicates that Tesco's overall profitability has been under pressure, likely due to high-interest expenses, taxes, or other non-operating costs. The improvement in 2024 is a positive sign, but Tesco must continue to focus on reducing these expenses and improving bottom-line profitability.



2. Return Ratios
Return on Assets (ROA)
· Trend Analysis: The ROA increased from 1.40% in 2023 to 3.80% in 2024, with a previous peak in 2022 (3.10%).
· Critical Analysis: The increase in ROA in 2024 indicates that Tesco is becoming more efficient at generating profits from its assets. However, the low ROA in other years suggests room for improvement in asset utilization. Tesco should focus on maximizing the productivity of its assets, potentially by divesting underperforming assets or optimizing asset use.
Return on Equity (ROE)
· Trend Analysis: The ROE has significantly improved in 2024 (15.10%) from 5.40% in 2023, with fluctuations in previous years.
· Critical Analysis: The higher ROE in 2024 indicates that Tesco is generating more profit per pound of shareholders' equity, which is a positive sign for investors. However, the volatility in ROE over the years suggests that Tesco’s profitability has been inconsistent. The company should strive for steady growth in ROE by maintaining profitability and efficient equity use.



3. Liquidity Ratios
Current Ratio
· Trend Analysis: The current ratio has declined significantly over the years, from 1.18 in 2020 to 0.16 in 2024.
· Critical Analysis: A current ratio below 1, especially as low as 0.16 in 2024, indicates that Tesco may face difficulties meeting its short-term liabilities with its current assets. This poses a significant liquidity risk. Tesco needs to improve its liquidity position by managing its short-term assets and liabilities more effectively to ensure financial stability.
Quick Ratio
· Trend Analysis: The quick ratio also decreased sharply from 1.30 in 2023 to 0.12 in 2024.
· Critical Analysis: The low quick ratio in 2024 suggests that Tesco’s liquid assets (excluding inventory) are insufficient to cover its short-term liabilities. This exacerbates the liquidity concerns highlighted by the current ratio. Tesco should focus on increasing its cash and receivables while managing its liabilities to improve its quick ratio and overall liquidity.
4. Gearing Ratios
Debt-to-Equity Ratio
· Trend Analysis: The debt-to-equity ratio has increased from 1.00 in 2022 to 1.80 in 2024, indicating a growing reliance on debt.
· Critical Analysis: The increasing debt-to-equity ratio reflects higher financial leverage, which can amplify returns but also increases financial risk. Tesco must carefully manage its debt levels to prevent over-leverage and ensure that its debt obligations remain manageable relative to its equity base.



Interest Coverage Ratio
· Trend Analysis: The interest coverage ratio decreased significantly from 1.65 in 2023 to 0.40 in 2024.
· Critical Analysis: A low interest coverage ratio in 2024 indicates that Tesco is generating insufficient operating profit to comfortably cover its interest expenses, raising concerns about its ability to service its debt. This could lead to financial difficulties if not addressed. Tesco should focus on improving its operating profitability or reducing its interest expenses through debt restructuring or refinancing.
5. Efficiency Ratios
Asset Turnover Ratio
· Trend Analysis: The asset turnover ratio remained relatively stable from 2020 to 2024, hovering between 0.70 and 0.90.
· Critical Analysis: The relatively low and stable asset turnover ratio suggests that Tesco's ability to generate revenue from its assets has been limited. To improve this ratio, Tesco should focus on strategies to increase sales without proportionally increasing its asset base, such as optimizing store operations and enhancing online sales channels.
Inventory Turnover Ratio
· Trend Analysis: The inventory turnover ratio has increased from 10.70% in 2020 to 13.50% in 2024.
· Critical Analysis: The increase in the inventory turnover ratio indicates that Tesco is selling and replacing its inventory more frequently, which is a positive sign of efficient inventory management. However, Tesco should ensure that this improvement does not lead to stockouts or lost sales opportunities. Balancing inventory levels to meet customer demand without overstocking is crucial.
Receivables Turnover Ratio
· Trend Analysis: The receivables turnover ratio has increased from 52.10% in 2020 to 70.20% in 2024.
· Critical Analysis: The higher receivables turnover ratio in 2024 suggests that Tesco is more efficiently collecting its receivables, which improves cash flow and reduces the risk of bad debts. Maintaining effective credit policies and proactive collections can help sustain this positive trend.
Overall Conclusion
The financial ratios for Tesco plc over the past five years reveal several key insights:
· Profitability: Tesco has shown improvement in profitability ratios, particularly in 2024, but the company has faced challenges in maintaining consistent profitability. The company should continue to focus on cost management and revenue growth to stabilize its profit margins.
· Liquidity: The declining liquidity ratios in 2024 are a significant concern, indicating potential difficulties in meeting short-term obligations. Tesco must prioritize improving its liquidity position to ensure financial stability and avoid potential solvency issues.
· Gearing: The increasing debt-to-equity ratio and declining interest coverage ratio highlight growing financial risk due to higher leverage. Tesco needs to carefully manage its debt levels and interest obligations to maintain financial flexibility.
· Efficiency: Tesco has shown improvement in efficiency ratios, such as inventory and receivables turnover, indicating better management of working capital. However, the company should focus on further enhancing asset utilization to improve overall efficiency.
Recommendations
1. Enhance Liquidity: Tesco should focus on improving its liquidity ratios by managing working capital more effectively, potentially by reducing short-term liabilities or increasing cash reserves.
2. Improve Profitability: Tesco should continue refining its cost structures and explore opportunities for revenue growth in high-margin areas to enhance profitability and stabilize margins.
3. Manage Financial Risk: The company should carefully manage its debt levels and interest expenses to prevent over-leverage and maintain financial stability.
4. Optimize Asset Utilization: Tesco should focus on strategies to increase sales without proportionally increasing its asset base, such as optimizing store operations and enhancing online sales channels.



By addressing these key areas, Tesco can strengthen its financial position, enhance shareholder value, and sustain its competitive edge in the retail industry.
  



	









	
	
	
	
	
	
	
	

	
	



	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	




             
The table  chart  figure 1.2  provided  a financial summary of Saintsbury for the years 2021 through 2024. Here’s an explanation of the metrics and their trends over the years:
1. Gross Profit Margin
· Definition: Gross profit margin measures the percentage of revenue that exceeds the cost of goods sold (COGS). It's an indicator of the efficiency of production or purchasing processes.
· Trend:
· 2024: 7.10%
· 2023: 6.40%
· 2022: 7.80%
· 2021: 6.00%
· Analysis: There is an improvement in the gross profit margin from 2023 to 2024 (6.40% to 7.10%), showing better efficiency or cost management. However, the margin was higher in 2022 (7.80%), indicating a slight decline in efficiency in subsequent years.





2. Operating Profit Margin
· Definition: Operating profit margin represents the percentage of revenue left after paying for variable costs of production, such as wages and raw materials, before paying interest or taxes.
· Trend:
· 2024: 4.40%
· 2023: 3.80%
· 2022: 4.20%
· 2021: 1.50%
· Analysis: The operating profit margin has generally improved, especially from 2021 (1.50%) to 2022 (4.20%). The margin slightly declined in 2023 (3.80%) but recovered in 2024 (4.40%).


3. Net Profit Margin
· Definition: Net profit margin measures the percentage of revenue that remains as profit after all expenses have been deducted.
· Trend:
· 2024: 1.70%
· 2023: 1.50%
· 2022: 1.10%
· 2021: 1.90%



· Analysis: The net profit margin has been somewhat volatile. It decreased significantly from 2021 (1.90%) to 2022 (1.10%) but has gradually improved over the next two years, reaching 1.70% in 2024.
4. Return on Assets (ROA)
· Definition: Return on assets indicates how profitable a company is relative to its total assets. It measures how efficiently a company is using its assets to generate earnings.
· Trend:
· 2024: 1.80%
· 2023: 1.90%
· 2022: 1.30%
· 2021: 2.60%
· Analysis: ROA has generally decreased over time. The highest ROA was in 2021 (2.60%), and it declined to 1.30% in 2022, followed by a slight improvement in 2023 and a slight dip in 2024.



5. Return on Equity (ROE)
· Definition: Return on equity measures the profitability of a business in relation to shareholders’ equity. It indicates how well the company is using the shareholders' investments to generate profits.
· Trend:
· 2024: 5.00%
· 2023: 5.20%
· 2022: 4.10%
· 2021: 9.80%
· Analysis: ROE has seen a significant decline from 2021 (9.80%) to 2022 (4.10%). While it slightly improved in 2023 (5.20%), it slightly decreased again in 2024 to 5.00%.
Overall Analysis
· Positive Trends: There are improvements in the gross profit margin and operating profit margin from 2023 to 2024, suggesting better cost management and operational efficiency.
· Concerns: The net profit margin is still lower than in 2021, and both ROA and ROE have decreased over the years, indicating potential issues in profitability and asset utilization.
· Summary: Saintsbury seems to have made some operational improvements in recent years, but challenges remain in profitability and returns on assets and equity, reflecting potential underlying issues in efficiency or market conditions.
Overall comparison for the profitability financial statements for Tesco plc and Sainsbury’s plc.
  Profitability: Saintsbury generally outperforms Tesco in terms of gross profit margin, operating profit margin, and net profit margin, indicating better cost control and operational efficiency.
  Asset Utilization: Saintsbury also leads in ROA, demonstrating better asset utilization compared to Tesco.
  Shareholder Returns: While Tesco had a peak in ROE in 2022, Saintsbury shows more consistent performance over the period.
  Liquidity: Tesco's liquidity ratios (quick ratio) show improvement, indicating better short-term financial health, but this comparison is only for Tesco as Sainsbury’s liquidity ratios were not provided.
However. Sainsbury seems to have a stronger financial performance across most metrics compared to Tesco, particularly in profitability and return on assets. Tesco, however, shows improvements in liquidity, which could indicate better financial stability in the short term. Both companies have areas of strength, but Saintsbury's performance is more robust in generating returns and maintaining operational margins.
	




     



















To evaluate projects A and B, we need to calculate the Payback Period (PBP), Accounting Rate of Return (ARR), and Net Present Value (NPV) for each project. Then, we’ll compare the results to determine which project should be adopted.


	Year
	Project A Cash Flow (£m)
	Project B Cash flow (£m)

	0
	-85
	-75

	1
	25
	50

	2
	25
	20

	3
	20
	20

	4
	50
	20








1. Payback Period (PBP)
The payback period is the time it takes for the project to recover its initial investment.
Project A
Year 0: -80
Year 1: -80 + 25 = -55
Year 2: -55 + 25 = -30
Year 3: -30 + 20 = -10
Year 4: -10 + 55 = 45
The cumulative cash flow turns positive between years 3 and 4.
 The payback period is:
Payback Period for A=3 =  3.18 year




Project B
· Year 0: -75
· Year 1: -75 + 50 = -25
· Year 2: -25 + 20 = -5
· Year 3: -5 + 20 = 15
The cumulative cash flow turns positive between years 2 and 3. The payback period is:
Payback Period for B=2+ =2.25  year

2. Accounting Rate of Return (ARR)
The ARR is calculated as the average annual profit divided by the initial investment.

Project A
· Total cash flow over 4 years = 25+25+20+55=125
· Average annual cash flow =  31.25
· Average annual profit = Average annual cash flow - Depreciation
· Depreciation = =20
· Average annual profit = 31.25−20=11.25
· ARR = 











Project B
· Total cash flow over 4 years = 50+20+20+20=110
· Average annual cash flow = =27.5
· Depreciation = 
· Average annual profit = 27.5−18.75=8.75
· ARR =   100 =11.67%



3. Net Present Value (NPV)
The NPV is the sum of the present values of the cash flows, discounted at the project's cost of capital. For this calculation, let’s assume a discount rate of 10%.
Project A
NPV=  
  Payback Period: Project B is preferable as it recovers its initial investment faster (2.25 years vs. 3.18 years).
  ARR: Project A has a higher ARR (14.06% vs. 11.67%), indicating a better return on investment over the project’s life.
  NPV: Project A has a slightly higher NPV (£16.00 million vs. £15.67 million), suggesting it adds more value to the firm.

Given the higher ARR and NPV, Project A is recommended, as it provides a higher return and value despite a slightly longer payback period. This aligns with the goal of maximizing shareholder wealth over the long term.







Critically Discussing the Advantages and Shortcomings of PBP, ARR, and NPV Techniques in Capital Project Evaluation.
Capital project evaluation is a critical process in business decision-making, involving various financial techniques. The Payback Period (PBP), Accounting Rate of Return (ARR), and Net Present Value (NPV) are commonly used
 methods, each with its own advantages and limitations. Additionally, non-financial factors play a crucial role in capital project evaluation. Below is a critical discussion of these techniques, supported by relevant literature.
1. Payback Period (PBP)
The Payback Period (PBP) method measures the time it takes for a project to recover its initial investment. It is calculated by adding the project's cash inflows until they equal the initial investment.
Advantages of PBP
1. Simplicity and Ease of Use:
· The PBP method is straightforward and easy to understand, making it accessible for managers and stakeholders without advanced financial knowledge .
2. Liquidity Focus:
· PBP emphasizes the importance of liquidity by highlighting how quickly a project can recoup its investment, which is essential for firms facing cash flow constraints .
3. Risk Reduction:
· By focusing on early recovery of funds, PBP helps reduce the risk associated with long-term projects and uncertain future cash flows .
Shortcomings of PBP
1. Ignores Time Value of Money (TVM):
· The PBP method does not account for the time value of money, leading to potentially misleading evaluations, particularly for projects with later cash inflows .
2. Ignores Cash Flows Beyond Payback Period:
· PBP considers only the time to recover the initial investment and ignores any cash flows occurring after the payback period, which can result in undervaluing long-term projects .
3. Lacks Profitability Measure:
· The method does not provide information on the overall profitability or return on investment of the project, limiting its usefulness as a sole evaluation criterion .
2. Accounting Rate of Return (ARR)
The Accounting Rate of Return (ARR) measures the expected profitability of a project by comparing the average annual profit to the initial investment.



Advantages of ARR
1. Simplicity and Understandability:
· ARR is easy to calculate and understand, making it a useful tool for quick evaluations and comparisons .
2. Considers Entire Project Life:
· Unlike PBP, ARR takes into account the entire life of the project, providing a more comprehensive view of its profitability .
3. Profit-Based Evaluation:
· ARR focuses on the accounting profits generated by the project, aligning with the traditional financial reporting and performance measurement systems used by companies .
Shortcomings of ARR
1. Ignores Time Value of Money:
· Similar to PBP, ARR does not consider the time value of money, potentially leading to inaccurate project valuations .
2. Reliance on Accounting Profits:
· ARR is based on accounting profits rather than cash flows, which can be influenced by non-cash items and accounting policies, reducing the reliability of the measure .
3. Inconsistent with Shareholder Wealth Maximization:
· ARR may not align with the goal of maximizing shareholder wealth, as it focuses on average profits rather than cash flows and value creation .
3. Net Present Value (NPV)
Net Present Value (NPV) calculates the present value of a project's cash flows, discounted at the cost of capital, and subtracts the initial investment. It measures the expected value addition to the firm from the project.
Advantages of NPV
1. Considers Time Value of Money:
· NPV incorporates the time value of money, providing a more accurate assessment of a project's value and profitability .
2. Consistent with Shareholder Wealth Maximization:
· By focusing on cash flows and value creation, NPV aligns with the objective of maximizing shareholder wealth and is considered a superior evaluation method in financial theory .
3. Comprehensive Evaluation:
· NPV takes into account all cash flows over the project's life, providing a holistic view of its financial impact on the firm .
Shortcomings of NPV
1. Complexity and Data Requirements:
· NPV calculations require detailed cash flow forecasts and an appropriate discount rate, making the method more complex and data-intensive compared to PBP and ARR .
2. Sensitivity to Discount Rate:
· The choice of discount rate can significantly impact the NPV calculation, introducing subjectivity and uncertainty into the evaluation process .
3. Ignores Non-Financial Factors:
· NPV focuses solely on financial metrics, potentially overlooking important non-financial factors such as strategic alignment, social impact, and environmental considerations .

4. Non-Financial Factors in Capital Project Evaluation
In addition to financial metrics, non-financial factors play a critical role in capital project evaluation:
1. Strategic Alignment:
· Projects should align with the company’s long-term strategic objectives and goals. A project that fits well with the company’s strategic direction may be preferred over one with a higher NPV but less strategic significance .
2. Environmental and Social Impact:
· Companies are increasingly considering the environmental and social impacts of their projects. Projects that enhance a company’s reputation and contribute to corporate social responsibility goals can add significant value beyond financial metrics .
3. Regulatory and Legal Compliance:
· Projects must comply with relevant laws and regulations. Failure to consider regulatory requirements can lead to legal challenges and financial penalties .



4. Organizational Capability and Capacity:
· The company’s ability to execute the project effectively, including the availability of resources, skills, and expertise, should be considered in the evaluation process 

5. Market and Competitive Dynamics:
  The competitive landscape and market conditions can influence the success of a                                 project. Understanding these dynamics can help in making informed decisions .











Conclusion
The PBP, ARR, and NPV techniques each offer unique advantages and limitations in evaluating capital projects. While PBP and ARR provide simple and easy-to-understand measures, they fall short in considering the time value of money and long-term profitability. NPV, on the other hand, offers a comprehensive evaluation aligned with shareholder wealth maximization but requires detailed data and is sensitive to the discount rate. Non-financial factors such as strategic alignment, environmental impact, and market dynamics also play a crucial role in decision-making, highlighting the need for a holistic approach to capital project evaluation
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Appendix.
                       Sample of  Tesco financial income statemen.
               
          
	
	
	
	
	
	
	

	
	Income Statement:
	24/02/2024
	25/02/2023
	26/02/2022
	27/02/2021
	29/02/2020

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

	
	Revenue:
	68,187.00
	65,322.00
	61,344.00
	57,887.00
	58,091.00

	
	Operating Profit / (Loss):
	2,821.00
	1,410.00
	2,560.00
	1,547.00
	2,206.00

	
	Net Interest:
	-538
	-536
	-542
	-937
	-1,170.00

	
	Profit Before Tax:
	2,289.00
	882
	2,033.00
	636
	1,028.00

	
	Profit after tax from continuing operations:
	1,764.00
	658
	1,523.00
	532
	738

	
	Discontinued Operations: 
	 

	
	Profit after tax from discontinuing operations:
	-572
	78
	-40
	5,426.00
	235

	
	Profit for the period:
	1,192.00
	736
	1,483.00
	5,958.00
	973

	
	Attributable to: 
	 

	
	Equity holders of parent company:
	1,188.00
	737
	1,481.00
	5,954.00
	973

	
	Minority Interests / Other Equity:
	4
	-1
	2
	4
	n/a

	
	Total Dividend Paid:
	c n/a
	c n/a
	c n/a
	c n/a
	c n/a

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

	
	Earnings per Share: 
	 

	
	Basic:
	24.80p
	8.89p
	19.86p
	5.60p
	7.60p

	
	Diluted:
	24.53p
	8.81p
	19.64p
	5.58p
	7.54p

	
	Adjusted:
	23.67p
	20.71p
	22.11p
	11.58p
	18.60p

	
	Dividend per Share:
	12.10p
	10.90p
	10.90p
	60.08p
	9.15p

	
	 
	 

	
	Balance Sheet:
	24/02/2024
	25/02/2023
	26/02/2022
	27/02/2021
	29/02/2020

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

	
	Assets: 
	 

	
	Non-Current Assets: 
	 

	
	Property, Plant & Equipment:
	22,699.00
	22,362.00
	22,780.00
	22,896.00
	26,108.00

	
	Intangible Assets:
	5,066.00
	5,375.00
	5,360.00
	5,393.00
	6,078.00

	
	Investment Properties:
	24
	24
	22
	19
	26

	
	Investments:
	1,648.00
	1,432.00
	1,339.00
	941
	307

	
	Other Financial Assets:
	n/a
	3,029.00
	942
	1,425.00
	1,083.00

	
	Other Non-Current Assets:
	996
	1,177.00
	6,719.00
	4,031.00
	5,652.00

	
	 
	30,433.00
	33,399.00
	37,162.00
	34,705.00
	39,254.00

	
	Current Assets: 
	 

	
	Inventories:
	2,635.00
	2,510.00
	2,339.00
	2,069.00
	2,433.00

	
	Trade and Other Receivables:
	1,349.00
	1,235.00
	1,263.00
	1,263.00
	1,396.00

	
	Cash at Bank & In Hand:
	2,340.00
	2,465.00
	2,345.00
	2,510.00
	4,137.00

	
	Current Asset Investments:
	2,334.00
	1,981.00
	2,302.00
	1,189.00
	1,076.00

	
	Other Current Assets:
	7,948.00
	4,278.00
	3,572.00
	3,171.00
	4,566.00

	
	 
	16,606.00
	12,469.00
	11,821.00
	10,202.00
	13,608.00

	
	Other Assets:
	n/a
	n/a
	368
	605
	285

	
	Total Assets:
	47,039.00
	45,868.00
	49,351.00
	45,512.00
	53,147.00

	
	Liabilities: 
	 

	
	Current Liabilities: 
	 

	
	Borrowings:
	2,120.00
	2,365.00
	1,272.00
	1,655.00
	2,817.00

	
	Other Current Liabilities:
	18,352.00
	15,245.00
	14,853.00
	14,066.00
	15,839.00

	
	 
	20,472.00
	17,610.00
	16,125.00
	15,721.00
	18,656.00

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

	
	Non-Current Liabilities: 
	 

	
	Borrowings:
	12,721.00
	12,713.00
	14,085.00
	14,015.00
	14,973.00

	
	Provisions:
	444
	313
	1,120.00
	167
	177

	
	Other Non-Current Liabilities:
	1,737.00
	3,007.00
	2,363.00
	3,274.00
	5,972.00

	
	 
	14,902.00
	16,033.00
	17,568.00
	17,456.00
	21,122.00

	
	Other Liabilities:
	n/a
	n/a
	14
	276
	n/a

	
	Total Liabilities:
	35,374.00
	33,643.00
	33,707.00
	33,453.00
	39,778.00

	
	Net Assets:
	11,665.00
	12,225.00
	15,644.00
	12,059.00
	13,369.00

	
	Capital & reserves: 
	 

	
	Share Capital:
	445
	463
	484
	490
	490

	
	Share Premium Account:
	5,165.00
	5,165.00
	5,165.00
	5,165.00
	5,165.00

	
	Other Reserves:
	3,131.00
	3,139.00
	3,079.00
	3,183.00
	3,658.00

	
	Retained Earnings:
	2,930.00
	3,469.00
	6,932.00
	3,239.00
	4,078.00

	
	Shareholders Funds:
	11,671.00
	12,236.00
	15,660.00
	12,077.00
	13,391.00

	
	Minority Interests / Other Equity:
	-6
	-11
	-16
	-18
	-22

	
	Total Equity:
	11,665.00
	12,225.00
	15,644.00
	12,059.00
	13,369.00

	
	
	
	
	
	
	















 Appendix 
Saintsbury  Financial  statement.

Breakdown29/02/202428/02/202328/02/202231/03/202131/03/2020
Assets					
Current assets					
Cash					
Cash and cash equivalents	1,987,000	1,319,000	807,000	1,457,000	-
Other short-term investments	17,000	494,000	196,000	90,000	-
Total cash	2,004,000	1,813,000	1,003,000	1,547,000	-
Net receivables	126,000	141,000	148,000	3,288,000	-
Inventory	1,927,000	1,899,000	1,797,000	1,625,000	-
Total current assets	7,581,000	7,901,000	6,750,000	7,073,000	-
Non-current assets					
Property, plant and equipment					
Gross property, plant and equipment	20,369,000	20,239,000	20,541,000	19,690,000	-
Accumulated depreciation	-6,791,000	-6,693,000	-6,579,000	-6,356,000	-
Net property, plant and equipment	13,578,000	13,546,000	13,962,000	13,334,000	-
Goodwill	307,000	352,000	366,000	366,000	-
Intangible assets	499,000	672,000	640,000	548,000	-
Total non-current assets	17,480,000	18,257,000	20,162,000	18,089,000	-
Total assets	25,061,000	26,158,000	26,912,000	25,162,000	-
Liabilities and stockholders' equity					
Liabilities					
Current liabilities					
Current debt	65,000	53,000	54,000	258,000	-
Accounts payable	3,764,000	3,361,000	2,965,000	2,873,000	-
Other current liabilities	-	-	-	-	730,000
Total current liabilities	11,452,000	11,614,000	9,868,000	11,717,000	-
Non-current liabilities					
Long-term debt	1,130,000	603,000	707,000	748,000	-
Deferred tax liabilities	329,000	476,000	806,000	255,000	-
Deferred revenues	184,000	374,000	163,000	204,000	-
Other long-term liabilities	-11,000	-	-	-	-
Total non-current liabilities	6,741,000	7,291,000	8,621,000	6,841,000	-
Total liabilities	18,193,000	18,905,000	18,489,000	18,558,000	-
Stockholders' equity					
Common stock	678,000	672,000	668,000	637,000	-
Retained earnings	3,237,000	3,641,000	4,760,000	3,131,000	-
Total stockholders' equity	6,868,000	7,253,000	8,423,000	6,604,000	-
Total liabilities and stockholders' equity	25,061,000	26,158,000	26,912,000	25,162,000	-
 

People also watch
Symbol	Last price	Change	% change
TSCO.L
Tesco PLC	341.20	0.00	0.00%
MKS.L
Marks and Spencer Group plc	329.10	-2.00	-0.60%
CNA.L
Centrica plc	127.65	-0.30	-0.23%
GSK.L
GlaxoSmithKline plc	1,591.00	-5.00	-0.31%
NG.L
National Grid plc	982.80	+0.60	+0.06%
Similar to SBRY.L
Symbol	Last price	Change	% change
TSCO.L
Tesco PLC	341.20	0.00	0.00%
OCDO.L
Ocado Group plc	379.30	+2.30	+0.61%
ASAI
Sendas Distribuidora S.A.	9.29	-0.21	-2.21%
NGVC
Natural Grocers by Vitamin Cottage, Inc.	24.49	+0.46	+1.91%
CA.PA
Carrefour SA	14.08	+0.12	+0.86%
AnnualQuarterly
 Revenue  Earnings
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Cash flowCurrency in GBP. All numbers in thousands
Breakdownttm29/02/202428/02/202328/02/202231/03/202128/02/202131/03/202029/02/2020
Cash flows from operating activities								
Net income	137,000	137,000	207,000	677,000	-280,000	-	-	-
Depreciation & amortisation	1,178,000	1,178,000	1,208,000	1,220,000	1,249,000	-	-	-
Stock-based compensation	89,000	89,000	59,000	58,000	29,000	-	-	-
Change in working capital	321,000	321,000	477,000	-952,000	1,147,000	-	-	-
Inventory	5,000	5,000	-105,000	-179,000	117,000	-	-	-
Other working capital	400,000	400,000	1,416,000	312,000	1,741,000	-	-	-
Other non-cash items	300,000	300,000	264,000	227,000	320,000	-	-	-
Net cash provided by operating activities	1,965,000	1,965,000	2,170,000	1,009,000	2,343,000	-	-	-
Cash flows from investing activities 								
Investments in property, plant and equipment	-1,565,000	-1,565,000	-754,000	-697,000	-602,000	-	-	-
Acquisitions, net	-	-	-	-	-	-	0	0
Sales/maturities of investments	-	-	-	-	-	-	0	0
Other investing activities	446,000	446,000	-	-	-7,000	-	-13,000	-
Net cash used for investing activities	-1,015,000	-1,015,000	-709,000	-649,000	-553,000	-	-	-
Net change in cash	668,000	668,000	501,000	-658,000	482,000	-	-	-
Cash at beginning of period	1,319,000	1,319,000	818,000	1,476,000	994,000	-	-	-
Cash at end of period	1,987,000	1,987,000	1,319,000	818,000	1,476,000	-	-	-
Free cash flow								
Operating cash flow	1,965,000	1,965,000	2,170,000	1,009,000	2,343,000	-	-	-
Capital expenditure	-1,565,000	-1,565,000	-754,000	-697,000	-602,000	-	-	-
Free cash flow	400,000	400,000	1,416,000	312,000	1,741,000	-	-	-












Tesco plc

Debt-on-Eqyity Ratio	2024	2023	2022	2021	2020	1.7999999999999999E-2	1.4E-2	0.01	1.2999999999999999E-2	1.4E-2	Interest coverage Ratio	2024	2023	2022	2021	2020	4.0000000000000001E-3	1.6500000000000001E-2	3.0000000000000001E-3	1.4999999999999999E-2	8.9999999999999993E-3	Assets turnover  Ratio	2024	2023	2022	2021	2020	7.0000000000000001E-3	7.0000000000000001E-3	8.0000000000000002E-3	8.0000000000000002E-3	8.9999999999999993E-3	Inventory turnover Ratio	2024	2023	2022	2021	2020	0.13500000000000001	0.125	0.111	0.12	0.107	Recievebla turnove Ratio	2024	2023	2022	2021	2020	0.70199999999999996	0.67100000000000004	0.47099999999999997	0.57899999999999996	0.52100000000000002	2024	2023	2022	2021	2020	



Saintsbury  FY  Statement

Gross profit  margin	2024	2023	2022	2021	7.0999999999999994E-2	6.4000000000000001E-2	7.8E-2	6.0999999999999999E-2	Operation profit Margin	2024	2023	2022	2021	4.3999999999999997E-2	3.7999999999999999E-2	4.2000000000000003E-2	1.4999999999999999E-2	Net profit  Margin	2024	2023	2022	2021	1.7000000000000001E-2	1.4999999999999999E-2	1.0999999999999999E-2	2.5999999999999999E-2	Return of Assert	2024	2023	2022	2021	1.7999999999999999E-2	1.9E-2	1.2999999999999999E-2	3.6999999999999998E-2	Return of Equity	2024	2023	2022	2021	0.05	5.2999999999999999E-2	4.1000000000000002E-2	9.8000000000000004E-2	Return of Equity	2024	2023	2022	2021	



Tesco plc

Gross profit margin	2024	2023	2022	2021	2020	3.4000000000000002E-2	1.4E-2	3.3000000000000002E-2	1.0999999999999999E-2	1.7999999999999999E-2	opreation profit margin	2024	2023	2022	2021	2020	4.1500000000000002E-2	2.1999999999999999E-2	0.01	2.7E-2	3.7999999999999999E-2	Net profit margin	2024	2023	2022	2021	2020	2.9700000000000001E-2	0.01	2.5000000000000001E-2	1.0999999999999999E-2	1.2999999999999999E-2	Return on Assets	2024	2023	2022	2021	2020	3.7999999999999999E-2	1.4E-2	3.1E-2	1.2E-2	1.4E-2	Return on Equity	2024	2023	2022	2021	2020	0.151	5.3999999999999999E-2	9.7000000000000003E-2	4.3999999999999997E-2	5.5E-2	current   Ratio	2024	2023	2022	2021	2020	1.6000000000000001E-3	0	9.7000000000000003E-3	9.4000000000000004E-3	1.18E-2	Quick Ratio	2024	2023	2022	2021	2020	1.1999999999999999E-3	1.2999999999999999E-2	1.46E-2	1.2999999999999999E-2	1.2999999999999999E-2	
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