Financial Health Check (≈1,400 words) 
Percentage change = (New (Current) year – Old (Previous) year) ÷ Old (Previous) year × 100
1. Net sales 
Net sales fall sharply from 2021–2024.
• 2021	2022: –9.8%
• 2022	2023: –22.5%
• 2023	2024: –6.1%
Key drivers includes  Market & Customer Factors, Product & Pricing Issues, Marketing & Promotion
This indicates sustained contraction in top-line activity.
2. Gross profit and margins
Gross margins fluctuate due to revenue volatility:
• 2020: 28.7%
• 2021: 28.7%
• 2022: 28.1%
• 2023: 23.2%
• 2024: 28.9%
2023 is the outlier with margin compression, implying either pricing pressure or elevated input costs. 2024 margin recovery does not translate into profit due to operating-cost pressure.
3. Operating expenses
Operating expenses rise from £138,989m (2020) to £182,861m (2023), then drop to £129,291m (2024).
Despite the reduction in 2024, OPEX exceeds gross profit, generating an operating loss of £15,297m.
Key drivers
Increase in Cost of Goods Sold (COGS)
Decline in Sales Price
Inventory issues
Statement of financial position
1. Total Assets
Assets remain stable from 2020–2022, then fall sharply by –29% in 2023 and –9% in 2024.
The sudden drop from 2022 to 2023 suggests:
Large asset impairments: An impairment loss occurs when the carrying amount of an asset is greater than its recoverable amount. The recoverable amount is either the market value less the selling cost or the value in use (the present value of all the future cash flows that the asset is expected to generate), whichever is larger
Divestment of operations: Divestment is the sale of an existing business or an asset class that doesn’t perform or meet the expectations of the company or a country. Divestment is also referred to as divestiture.
Major reduction in working capital (cash, receivables, inventory)
The declining base signals contraction of the business and weakening financial flexibility.

2. Current Assets
Interpretation
Current assets fall –28% from 2023 to 2024.
Key drivers:
Cash fell from 66,740  in 2022 to 26,783 in 2024
Inventories fell from 140,181 in 2022 to  79,355 in 2024
The business is liquidating cash and inventory, likely to support operations during loss-making periods.
Reduction in working capital signals operational slowdown.
3. Non-Current Assets
Non-current assets fall –56% from 2020 to 2024.
The steep 2023 drop suggests:
PPE write-downs (PPE fell from 62,791 in 2022 to 44,619 in 2023 and 34,207 in 2024
Possible business-unit disposals
Intangibles remain stable, so most reductions come from tangible operating assets.
4. Total Liabilities
Interpretation
Liabilities rise to 235,757 in 2022, then fell significantly in 2023 and 2024.
Possible explanations:
Repayment or refinancing of obligations
Reduction in activity lowering accounts payable and accruals
Lower lease obligations
Current liabilities stay high relative to current assets, keeping liquidity tight.
5. Shareholders’ Equity
Interpretation
Equity falls –51% from 2020 to 2024.
Key Drivers:
Heavy losses in 2023 and 2024
Large, continuing share buybacks (treasury stock grows more negative)
Declining equity reduces solvency strength and increases leverage risk even as liabilities decline.
Financial ratios
Profitability Ratios
Gross Profit Margin = Gross Profit / Revenue × 100
Operating Profit Margin = Operating Profit / Revenue × 100
Net Profit Margin = Profit After Tax / Revenue × 100
Return on Capital Employed (ROCE) = Operating Profit / Capital Employed

2. Liquidity Ratios
These measures Tesco’s short-term financial health:
Current Ratio = Curent Assets / Current Liabilities
Quick Ratio = (Current Assets − Inventory) / Current Liabilities
3. Gearing Ratios
These show financial risk due to debt:
Gearing Ratio = (Debt / (Debt + Equity)) × 100
Interest Cover = Operating Profit / Finance Costs

4. Efficiency Ratios
These assess how well Tesco uses its assets:
Inventory Turnover = Cost of Sales / Average Inventory
Receivables Days = (Receivables / Revenue) × 365
Payables Days = (Payables / Cost of Sales) × 365

Asset Turnover = Revenue / Total Assets
5. Investment Ratios
These are relevant for shareholders:
Earnings Per Share (EPS) = Profit Attributable to Equity Holders / Number of Shares
Dividend Yield = Dividend per Share / Share Price
Dividend Cover = EPS / Dividend per Share
Price-Earnings (P/E) Ratio = Share Price / EPS

Working Capital Management (≈600 words):
Metrics and Interpretations 
Current Ratio
Shows ability to meet short-term liabilities.
If it’s too low: liquidity risk.
If it’s too high: possibly inefficient capital use.
 Inventory Days
= (Average Inventory / Cost of Sales) × 365
If high: stock buildup, obsolescence risk.
If low: efficient turnover — key for retail.
Receivables Days
= (Trade Receivables / Revenue) × 365
Low = fast collection — healthy for cash.
High = risk of bad debts or customer leverage.
 Payables Days
= Trade Payables / Cost of Sales × 365
Longer = better cash retention, but too long could damage supplier relationships.
Cash Conversion Cycle (CCC)
= Inventory Days + Receivables Days − Payables Days
Operating Cash Flow Trend
Compare cash flow from operating activities to net income.
Also analyze whether Tesco generated or absorbed cash through working capital annually.


Financial Health Check ( ≈ 1, 4 00 words)     Percentage change = ( New ( Current )   year  –   Old ( Previous )   year) ÷  Old ( Previous )   year × 100   1.   Net sales     Net sales fall sharply from 2021 – 2024.   • 2021   2022:  – 9.8%   • 2022   2023:  – 22.5%   • 2023   2024:  – 6.1%   Key drivers includes     Market & Customer Factors ,  Product & Pricing Issues ,  Marketing &  Promotion   This indicates sustained contraction in top - line activity.   2 .  Gross profit and margins   Gross margins  fluctuate   due to revenue volatility:   • 2020: 28.7%   • 2021: 28.7%   • 2022: 28.1%   • 2023: 23.2%   • 2024: 28.9%   2023 is the outlier with margin compression, implying either pricing pressure or elevated  input costs. 2024 margin recovery does not translate into profit due to operating - cost  pressure.   3. Operating expenses   Operating expenses rise from £138,989m (2020) to £182,861m (2023), then drop to  £129,291m (2024).   Despite the reduction in 2024, OPEX exceeds gross profit, generating an operating loss of  £15,297m.   Ke y drivers   Increase in Cost of Goods Sold (COGS)   Decline in Sales Price   Inventor y issues   S tatement of financial position   1.  Total Assets  

