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1. Part 1: Financial Analysis of Tesco PLC
[bookmark: _Toc219158992]Executive Summary
This report provides a comprehensive financial evaluation of Tesco Plc based upon its financial statements for the years ending February 2025 and February 2024. This analysis is designed to determine Tesco’s overall financial position as well as its performance and long-term strategy in light of a difficult macro-economic backdrop (inflation; supply chain disruption etc.). 
To achieve this, we will use selected financial ratios. These will cover Tesco’s profitability, liquidity, operational efficiency, leverage (gearing) and investors’ potential returns. Our results are that Tesco has shown resilience during these challenging conditions and has maintained a consistent across Profit Margin at 7.22%. Although Tesco’s operating profit margin has declined to 3.88%, the result of investments in ‘Save to Invest’, the Company has produced an impressive return on equity (ROE) at 13.98%. 
One of the key changes to Tesco’s structure has been the sale of Tesco Bank, which has resulted in distortions to Tesco’s liquidity ratios resulting in a current ratio of 0.64. This is indicative of Tesco’s desire to transition to a capital-light, pure retail model rather than indicating financial distress. We note improvements in Tesco’s efficiency ratios, with a resultant improvement in asset turnover from 1.52 to 1.80 times, reflecting an improved use of Tesco’s retail asset base.
Overall, this report conclude that Tesco has maintained a strong financial position, with good cash generation, and as such recommend that Tesco should continue to grow its high-margin Retail Media income streams, implement an artificial intelligence (AI)-driven working capital optimisation process to further improve the Company’s operational efficiency, and continue its share buy-back program to increase shareholder returns.



[bookmark: _Toc219158993]Introduction
The current study will carry out an overall and detailed financial critical examination of Tesco PLC (“Tesco”), which is the U.K.'s biggest grocery retailer and a part of the FTSE 100 Index. The analysis is based on the financial year ending 22 February 2025 (FY25) and the financial year ending 24 February 2024 (FY24), using information from the company's Annual Reports (Tesco PLC, 2024; 2025). The main goal is to analyse Tesco's financial condition and strategic path through the use of the systematic ratio analysis for profitability, liquidity, efficiency, gearing and investment returns.
The time frame that this research uses was one of the most turbulent periods in history for the U.K. retail industry. Retailers had to adapt to a "polycrisis", or a combination of crises, including continuing albeit declining food price inflation, geopolitical instability resulting in disruptions in international supply chain systems (e.g., the Red Sea crisis), and a protracted "cost of living crisis" that has significantly impacted how consumers shop (Deloitte, 2024; Office for National Statistics, 2024). The long-standing loyalty of the British customer has been lost, as a result, the level of competition between Tesco and other retailers has increased dramatically, particularly with regard to limited assortment discounters, i.e., Aldi and Lidl, who are gaining a significant amount of market share (Kantar, 2024).
Tesco's strategic response to the changes in the marketplace, which is built around value leadership through "Clubcard Prices" and improving operational efficiencies through the "Save to Invest" program, provide the necessary background for this financial evaluation. Additionally, FY25 marks a pivotal moment in Tesco's development as it plans to dispose of the majority of its banking operations to Barclays as a means of reducing the capital intensity of its operations and focusing on its core retail proposition. This study will evaluate the financial implications of Tesco's strategic decisions, discuss the limitations of traditional ratio analysis due to the structural changes being implemented at Tesco and offer evidence-based recommendations for future growth and profit generation.
[bookmark: _Toc219158994]Strategic Context
To interpret the financial ratios meaningfully, one must first understand the strategic imperatives driving Tesco’s resource allocation (Johnson et al., 2017).
[bookmark: _Toc219158995]The "Save to Invest" Framework
Tesco's financial strategy follows a "Save to Invest" circular logic. Tesco achieves gross cost savings (approximately £600 million per annum) in terms of supply chain efficiencies and administration costs. Prior to recent times, the savings may have been used to improve the Operating Profit Margin. Due to the increasingly competitive nature of today's market, Tesco has chosen to invest most of the savings generated from operational improvements back into lower prices ("Aldi Price Match" and "Low Everyday Prices") – which will limit further expansion of operating margins as a form of volume defence to protect against competition from discounters (Porter, 2008). 
[bookmark: _Toc219158996]The Sale of Tesco Bank
During FY25, Tesco sold the majority of its banking business. The disposal is material for two reasons. Firstly, the removal of the majority of its banking assets (£7.7 billion primarily made up of loans and advances), and bank liabilities (£7.1 billion, including customer deposits), from the balance sheet (Tesco PLC, 2025) causes distortion when comparing year-on-year performance of liquidity and gearing ratio statistics, requiring specific adjustments to be made. Secondly, the disposal of Tesco Bank represents a reversal of Tesco's position as an integrated conglomerate since the early 2000s, and signifies that Tesco is once again a pure play retailer focusing on generating cash quickly, and not providing capital intensive financial services.
[bookmark: _Toc219158997]The Digital Moat
The digital moat created by Tesco differs from the discounters in that Tesco has significantly invested in developing a digital ecosystem. The Clubcard loyalty program, which is predominantly app based, provides detailed insight into the behaviour of consumers, allowing Tesco to monetise its customers via Retail Media (by selling advertising insights to suppliers), and also via personalised promotions. The movement from being a retailer purely focused on transactions, to a data driven retailer is a major factor in the Quality of Earnings, as discussed in greater detail throughout this report.
[bookmark: _Toc219158998]Financial Ratio Analysis
[bookmark: _Toc219158999]Profitability Ratios
Profitability ratios provide a measurement of a company's ability to translate sales into earnings, and ultimately returns for shareholders (Alexander and Nobes, 2020; Atrill and McLaney, 2019).
	Ratio
	Formula
	FY 2024/25
	FY 2023/24
	Change

	Gross Profit Margin
	(Gross Profit / Revenue) × 100
	(5,051 / 69,916) = 7.22%
	(4,849 / 68,187) = 7.11%
	+11 bps

	Operating Profit Margin
	(Operating Profit / Revenue) × 100
	(2,711 / 69,916) = 3.88%
	(2,821 / 68,187) = 4.14%
	-26 bps

	Return on Capital Employed (ROCE)
	EBIT / (Total Assets - Current Liab.)
	2,711 / 25,070 = 10.81%
	2,821 / 26,567 = 10.62%
	+19 bps

	Return on Equity (ROE)
	(Net Income / Total Equity) × 100
	(1,630 / 11,662) = 13.98%
	(1,192 / 11,665) = 10.22%
	+376 bps



Tesco's gross profit margin was incredibly consistent at 7.22%, with only a very minor increase from 7.11%. This consistency is unusual when you consider that the price of food has risen by more than 10% and Tesco could have raised the price of the products they sell to customers by the same amount as their suppliers had increased them (Horngren et al., 2017; Fraser and Ormiston, 2016). Tesco are demonstrating that they can take the pressure of rising costs and absorb those pressures so that customers can still buy Aldi quality products at Aldi prices. There is evidence that Tesco's sales mix is favourable, particularly because they have a very successful Finest product line and that product line has done particularly well during the holidays, offsetting the impact of lower profit margins on everyday products.
On the other hand, Tesco's operating profit margin declined to 3.88%, a decrease of 26 basis points. That decrease is a reflection of the financial cost of implementing the "save to invest" strategy. Tesco's administrative expense for the year grew to £2.34 billion primarily due to energy costs and a huge increase in the national living wage and the subsequent impact on Tesco's employee base. Tesco management deliberately decided to absorb the additional operational costs instead of increasing the prices on its shelves to maximise short term profits; instead, Tesco management made a conscious decision to sacrifice short term profits to maintain and grow market share.
Although Tesco's ROCE improved to 10.81%, that is primarily a result of the denominator effect. The capital employed has been reduced as a result of the disposal of the bank. Therefore, while a higher ROCE is typically considered a good thing, in this case it simply represents a reduction in the size of Tesco's asset base and does not represent an increase in operational profitability (Dyson, 2020; Higgins, 2012; Walsh, 2008). Tesco's ROE jumped almost to 14%, and that is a result of the excellent bottom line profit for the year of £1.63 billion, which was impacted positively by lower net finance costs and tax adjustments as compared to the prior year.
[bookmark: _Toc219159000]Liquidity Ratios
Liquidity ratios assess the company’s ability to meet short-term obligations as they fall due.
	Ratio
	Formula
	FY 2024/25
	FY 2023/24
	Change

	Current Ratio
	Current Assets / Current Liabilities
	8,806 / 13,820 = 0.64
	16,606 / 20,472 = 0.81
	-0.17

	Quick Ratio
	(Current Assets - Inventory) / Current Liab.
	(8,806 - 2,768) / 13,820 = 0.44
	(16,606 - 2,635) / 20,472 = 0.68
	-0.24



Tesco's 'Current Ratio' has sharply declined to 0.64; this needs to be understood within context. In FY24, 'current assets' included £7.78 billion of assets being held for sale (banking division); this significantly inflated the 'liquidity ratio.' Therefore, FY25's 'Current Ratio' of 0.64 represents Tesco's true liquidity position as a pure play grocery retailer.
A 'Current Ratio' of < 1.0 does not necessarily signify distress in the grocery industry due to the Negative Working Capital Cycle. Supermarkets are able to sell their products for cash quickly (inventory days: approximately 15) whereas they pay suppliers over an extended period (payable days: approximately 59). As such, Tesco is able to use supplier funding to finance its day-to-day activities rather than using a bank overdraft (Bhimani et al., 2022). Thus, it is inefficient to hold large quantities of current assets.
However, the 'Quick Ratio' of 0.44 is extreme. This indicates that for every £1 of short-term liabilities, Tesco has only 44p in liquid assets (cash + receivable) available. This makes Tesco extremely vulnerable to any reduction in cash flow; i.e., an unexpected drop in sales (i.e., lockdown during a pandemic or IT system failure) may rapidly result in a liquidity crisis with potential need to draw-down from revolving credit lines.
[bookmark: _Toc219159001]Efficiency Ratios
Efficiency ratios measure how well the business utilises its assets to generate revenue.
	Ratio
	Formula
	FY 2024/25
	FY 2023/24
	Change

	Inventory Turnover
	Cost of Sales / Average Inventory
	64,205 / 2,701 = 23.77 times
	62,836 / 2,490 = 25.23 times
	-1.46 times

	Inventory Days
	365 / Inventory Turnover
	365 / 23.77 = 15.4 days
	365 / 25.23 = 14.5 days
	+0.9 days

	Asset Turnover
	Revenue / Total Assets
	69,916 / 38,890 = 1.80 times
	68,187 / 47,039 = 1.45 times
	+0.35 times



Tesco's Inventory Days rose by approximately one complete day to 15.4 days. Generally, an increase in Inventory Days is indicative of inefficient operations; however, with global supply chain disruptions resulting from attacks in the Red Sea causing vessels to circumnavigate Africa, thereby increasing transit time by 10-14 days, Tesco likely elected to maintain higher inventory levels as a means of ensuring product on-shelf availability, and thus was willing to accept some minor reduction in working capital efficiency in order to avoid out-of-stocks (Financial Times, 2025).
An increase in the Asset Turnover ratio of 24% from 1.45 to 1.80 is the most impressive metric presented in this portion of the report. The Asset Turnover ratio represents how well Tesco is able to generate sales from its asset base post-disposition of its capital-intensive banking division. This ratio has improved significantly and indicates that for every pound of capital invested in assets, Tesco is now able to generate £1.80 in sales.
[bookmark: _Toc219159002]Gearing (Solvency) Ratios
Gearing measures financial risk and long-term viability.
	Ratio
	Formula
	FY 2024/25
	FY 2023/24
	Change

	Debt Ratio
	Total Liabilities / Total Assets
	27,228 / 38,890 = 70.0%
	35,374 / 47,039 = 75.2%
	-5.2%

	Interest Coverage
	Operating Profit / Net Finance Costs
	2,711 / 746 = 3.63 times
	2,821 / 805 = 3.50 times
	+0.13 times



Tesco's Debt Ratio decreased substantially from 75.2% to 70.0% - mainly due to the removal of Banking Deposit Liabilities; however, at 70%, the Debt Ratio remains higher than for many other industries. In part, this is simply because of the accounting treatment of IFRS 16 (Leases), which requires Tesco to include future rent payments payable on its stores as a Liability on the Balance Sheet (£6.2 billion) - although this is technically debt, it has operational characteristics and Tesco would not be able to have the debt called upon in the same manner as a Bank recalling a loan.
Tesco's Interest Coverage Ratio of 3.63x is a much better measure of Tesco's ability to meet its interest obligations. Tesco's Operating Profit exceeds its interest obligations by a substantial margin and the Interest Coverage Ratio provides confidence in Tesco's ability to meet its interest obligations regardless of whether interest rates are high or low. Finance Costs have also reduced (from £805 million to £746 million) and provide greater evidence of Tesco's Credit Worthiness.
[bookmark: _Toc219159003]Investor Ratios
These ratios are crucial for shareholders assessing return on investment (Graham and Dodd, 2009; Penman, 2013; Damodaran, 2012).
	Ratio
	Formula
	FY 2024/25
	FY 2023/24
	Change

	Earnings Per Share (EPS)
	Profit for year / Avg Shares
	23.13p
	16.63p
	+39.1%

	Price/Earnings (P/E) Ratio
	Share Price / EPS
	290p / 23.13 = 12.54
	275p / 16.63 = 16.53
	-3.99

	Dividend Yield
	Dividend per Share / Share Price
	13.70p / 290p = 4.72%
	12.10p / 275p = 4.40%
	+32 bps



Shareholder returns have also been excellent in FY25 with statutory Earnings Per Share rising by 39% to 23.13p. However, this significant improvement was greater than the rise in revenues, which suggests good bottom-line discipline from the company. In terms of price to earnings ratio, the value fell to 12.54 which may indicate that the company's recent financial performance has not yet been reflected within the market's expectations of it therefore creating an undervaluation opportunity versus the long term historical average.
The dividend yield of 4.72% is very attractive and especially so when compared to the current UK 10-year Gilt yield (approximately 4%), positioning Tesco as a solid 'income' investment option for investors who wish to construct a defensive portfolio. Furthermore, the 11% increase in dividend payment suggests confidence on behalf of the management team regarding their ability to generate cash flows going forward post-bank disposal.
[bookmark: _Toc219159004]Critical Evaluation of Financial Performance
Although the ratio analysis reveals an image of a well-run and economically efficient retailer, there are some limitations of utilising ratios exclusively for analysis. Additionally, a comprehensive analysis will require consideration of the accounting policies and economic realities which produce the numbers.
[bookmark: _Toc219159005]The "Discontinued Operations" Distortion
A major limitation in using the analysis presented below is the structural discontinuity created by the disposal of Tesco Bank. Comparative results for FY24, included in the FY25 report, have been adjusted to reflect Tesco Bank as a discontinued operation on the Income Statement; however, the Balance Sheets provide no comparable clean-up.
Standard ratio analysis assumes a consistent business model over time (the consistency principle) (Barnes, 1987; Whittington, 1980). Tesco has, however, changed the nature of its asset base. It is thus impossible to compare the liquidity of a retailer with a bank (FY24) to a retailer without a bank (FY25). Thus, the "deterioration" in the Current Ratio is actually a normalisation. A pure reliance upon the automated calculation of ratios may lead an analyst to characterise Tesco's current ratio deterioration as evidence of a liquidity crisis, when in fact Tesco has reduced its financial risk through de-risking its balance sheet through eliminating volatile banking assets (loans) and liabilities (deposits) (Altman, 1968; Beaver, 1966; Palepu et al., 2019).
[bookmark: _Toc219159006]Inflation and "Greedflation"
There was considerable public discussion surrounding "Greedflation," or the accusation that corporations utilised inflation as a pretext to increase their margins (Bursa, 2024). Upon a cursory review of Tesco’s absolute profits (£2.7 billion), one could conclude that Tesco profited from inflation. The ratio analysis contradicts that conclusion.
Tesco’s Operating Margin declined (3.88% versus 4.14%). If Tesco had profited from the inflationary environment, we would anticipate to see the operating margin expand. The data indicate that Tesco absorbed a substantial amount of the cost inflation. More specifically, Cost of Sales increased at a rate similar to revenue, while administrative costs grew at a higher rate than revenue. This supports the assertion that the competitive pressures from Aldi and Lidl serve as a natural constraint on profitability in the UK grocery industry. The "polopoly" market structure compels firms to competitively reduce excessive profits (Porter, 2008).
[bookmark: _Toc219159007]The Quality of Earnings
It is important to evaluate the quality of Tesco’s earnings. High-quality earnings are repeatable, cash-backed, and derived from the firm’s core activities.
· Cash Conversion: Tesco’s cash flow from operations (£4.3 billion) far exceeds Tesco’s reported net profit (£1.6 billion). Thus, the earnings reported by Tesco represent high-quality earnings, as the net profit is not simply "paper profit," but rather a profit supported by real cash inflows.
· Retail Media: An increasing proportion of Tesco’s "Other Income" derives from Retail Media. These high-margin (60%+) revenues derive from the sale of customer data. Although currently small, this revenue stream increases the quality of earnings by providing an additional source of income diversified away from the low-margin volatility associated with the sales of bananas and bread (McKinsey, 2024).
[bookmark: _Toc219159008]IFRS 16 and the "Debt Illusion"
The Gearing ratio of 70% (and Debt-to-Equity >200%) suggest a highly leveraged company. This illustrates the manner in which accounting standards can create a distorted perception of economic reality. Under IFRS 16, a firm must capitalise future lease payments (IASB, 2023). For a large retail chain such as Tesco, which operates many leased stores, this results in a substantial liability.
However, this liability does not contain refinancing risk. If Tesco experiences a poor year, the landlord cannot call-in the lease liability in the same manner that a bondholder can demand repayment of a bond. Thus, the typical solvency ratios employed in assessing the creditworthiness of brick-and-mortar retailers overstate the financial risks faced by these types of firms relative to online-only firms who utilise third-party logistics providers (McKenzie, 2017).
[bookmark: _Toc219159009]Recommendations
In light of the results of the detailed financial assessment outlined earlier, the following strategic recommendations were made to the Board of Directors:
1. Rapidly transition into Retail Media to restore margins
Given that Operating Margins have been reduced to 3.88% due to the "Save to Invest" pricing wars, Tesco needs to find new profit pools. The grocery business serves as a "loss leader" to collect customer data. The recommendation is to quickly expand the Tesco Media & Insight Platform and utilise the collected Clubcard data more effectively with FMCG suppliers to create high margin revenue that will not be impacted by rising food prices. This will enable Tesco to return the blended Operating Margin to 4.5%, while keeping retail prices unchanged.
2. Utilise Working Capital Optimisation via AI-Driven Forecasting
The decrease in the Quick Ratio to 0.44 and an increase in the number of Inventory Days to 15.4 demonstrate liquidity issues at Tesco. Although maintaining a prudent Red Sea buffer, the cost of holding £2.7 billion in inventory is prohibitive. Tesco should invest in additional AI-based demand forecasting capabilities (e.g., utilising weather and/or local event data) to lower stock levels by 1-2 days. A reduction of Inventory Days from 15.4 to 14.0 would free up around £250 million in cash flow, allowing for possible redirection of such funds to debt repayment or dividends.
3. Strategic Capital Allocation: Give Priority to Share Buyback
Although the current P/E ratio of 12.54 still indicates the market views Tesco as a low growth utility rather than a data driven platform, with strong Free Cash Flows generated by the bank sale, Tesco should give priority to share buyback rather than excessive capital expenditures. Purchasing shares at this low valuation is accretive to EPS and sends a signal to the market of confidence. It also provides a more efficient means of returning capital to shareholders than special dividends; as it permanently improves the per-share metrics for all remaining investors.
4. Supply Chain Resiliency
The exposure of the supply chain vulnerabilities caused by the Red Sea crisis indicates a need for "near-shoring." Tesco should assess its procurement strategies for non-food products to possibly move the production of these products from Asia to either Turkey or Eastern Europe to reduce lead times and the amount of inventory required to buffer against potential future disruptions and therefore improve the efficiency ratios.
[bookmark: _Toc219159010]Conclusion
Tesco PLC has provided a successful financial performance in FY2025 in the face of an unprecedented "perfect storm" of inflation, geopolitical disruption and structural changes. The financial statements demonstrate a company that has simplified its business model through the divestment of banking operations, which has resulted in an improvement in capital efficiency (Asset Turnover 1.80x) and a clearer strategic direction.
Although liquidity metrics appear to have deteriorated (Current Ratio 0.64) this represents the structural reality of being a pure play grocery retailer rather than an indication of financial distress. The underlying profitability remains pressured (Operating Margin 3.88%) however the strong Return on Equity (ROE) (13.98%) demonstrates that the core business remains a very effective generator of shareholder value creation. In FY2026 Tesco will need to utilise the digital ecosystem to disassociate profit growth from the costs associated with food inflation and demonstrate to the market that Tesco is both a data platform and a shopkeeper.


[bookmark: _Toc219159011][bookmark: _q0uxlxhf899t]Part Two: Strategic Investment Appraisal and Financing Recommendations for Westward Plc
[bookmark: _Toc219159012]Executive Summary
The purpose of this report on the strategic investment options available to Westward Plc is to analyse critically the three options available to Westward Plc directors to use their capital resources, which are; the expansion of the current retail outlet (Option A); the establishment of the required infrastructure to sell through the Internet (Option B); and the expansion of the Company’s product range to include the manufacture of wooden and Roman blinds (Option C). To do so, will allow the provision of a recommendation to support the allocation of the Company’s capital resources for the next four years that is based on the evidence provided by the investment appraisal methods used to determine whether each option represents a viable investment opportunity for the shareholders of Westward Plc. In order to achieve the objective of maximising shareholder wealth, the report uses various investment appraisal methods including Net Present Value (NPV); Pay Back Period; and Internal Rate of Return (IRR) to evaluate the financial viability and risk associated with each option. The analysis includes consideration of Corporation Tax at 25% and Capital Allowances at 20% on a straight-line basis to accurately calculate the net present value of each option after tax.
As part of the analysis of the options using financial methods, the report identifies Option B (Internet Sales) as the best single project with respect to NPV (£792,300) and IRR (41.85%) as the two most significant indicators of wealth creation. Both Options A (Retail Outlet Expansion) and Option C (Production of Blinds) generate positive NPVs of £643,100 and £742,600 respectively. As indicated by the payback period analysis, Option A provides the fastest return from liquidation (2.2 years) however, due to its superior wealth creation potential, Option B should be chosen as the preferred individual option. Taking into account the capital constraints of the company (i.e., £2.5m) the report advocates a balanced portfolio approach whereby Option A and Option B are taken up fully, whilst Option C is partially funded, resulting in a total aggregate NPV of £1.85m. Finally, the report concludes with recommendations for a funding structure for the implementation of the proposed projects that would utilise retained profits and debt finance to benefit from the tax shield advantages of debt and minimise the weighted average cost of capital.
[bookmark: _Toc219159013]Introduction
The main purpose of this Business Report is to perform a full assessment of a financial nature and in terms of strategy relating to three alternative investments which the Board of Westward Plc is currently considering. Westward Plc has identified three possible routes for the implementation of a planned four-year expansion program; Option A - Expansion of existing retail unit, Option B - Development of a dedicated Internet sales system and Option C - Diversification into manufacture of wooden and Roman blinds. The overall aim of this report is to critically evaluate each of these options to establish which option will best contribute to the achievement of the corporate objective of maximising shareholder wealth.
Financial evaluation represents a major aspect of strategic financial management and involves evaluating the likely contribution to the value of a firm from the various long term capital projects it may undertake (Atrill, 2020; Watson and Head, 2019). In theory, the prime objective of every commercial enterprise should be the maximisation of shareholder wealth and thus investment decisions represent the key means by which this is achieved (Arnold, 2019). Due to the large sums of money involved in such decisions and because they are irreversible, therefore representing a significant risk, a thorough financial evaluation is necessary to reduce the level of risk and to achieve the most effective utilisation of limited resources (Bekaert, 2017).
In order to provide a strong basis for the making of investment decisions, this report employs a range of investment appraisal techniques. The NPV (Net Present Value) method is used primarily as the investment decision tool due to its theoretical basis in creating value. An additional technique employed in the report is the Payback Period, which is utilised to measure the liquidity risk associated with the investments. The IRR (Internal Rate of Return) technique is also employed to evaluate the efficiency of the use of capital in relation to the investment proposals. The financial evaluations undertaken are based upon rigorous adjustments for corporation tax at a rate of 25% and capital allowances of 20% per annum on a straight-line basis, thereby enabling the recommendations made to be based upon post-tax cash flow projections.
This report extends the use of quantitative measures to provide a critical evaluation of the findings for the benefit of management. The report examines the theoretical rationale supporting the use of Discounted Cash Flow (DCF) valuation methods, reviews the behavioural explanations for why non-Discounting valuation methods persist and highlights other qualitative factors including strategic fit and operational risk. Finally, recognising the capital constraint of £2.5 million, the report evaluates the optimum investment mix using the Profitability Index and provides a strategic recommendation regarding the financing of the proposed expansion.
[bookmark: _Toc219159014]Investment Appraisal Analysis
A full assessment of the financial feasibility of each of the three proposed investments was conducted using the cash flow projections shown below. Each of these assessments include a comprehensive list of the assumptions used in the valuation as well as the adjustments made for tax and capital allowance as described in Appendix b.
[bookmark: _Toc219159015]NPV Assessment
Net Present Value (NPV) is the most complex form of investment appraisal because it requires that all future cash inflows be discounted back to their respective current values using the company’s weighted average cost of capital, which has been estimated to be 6 percent. As such, a positive NPV would indicate that the expected return from a project is in excess of the company’s cost of capital and therefore contributes to the overall value of the firm.
The Net Present Value of the initial investment of £600,000 to increase the size of the retail outlet is £643,100. This substantial amount of value added per pound of invested capital is reflective of the low-risk nature of increasing the size of an already established and successful retail business model. The steady cash flows forecasted for this option are indicative of high levels of operational stability.
The initial investment of £1 million to develop Internet Sales will generate the highest absolute Net Present Value (£792,300). The large size of the future cash flows generated by Internet Sales is due to the scalability of e-commerce, even though the initial cost of developing Internet Sales is greater than the cost to increase the size of the retail outlet. Therefore, Internet Sales will contribute the most to shareholders’ wealth of the three individual projects.
The initial investment of £1.6 million to develop a diversification product line in blinds will yield a positive Net Present Value of £742,600. Although this investment is profitable, it will create less value than Internet Sales at a cost that is 60% greater than Internet Sales. Therefore, the return on the capital used to invest in blinds will be less than the return on capital used to develop Internet Sales, likely due to the higher fixed costs and increased competition associated with producing manufactured products.
On the basis of the NPV criteria for mutually exclusive projects, Internet Sales is the better of the two projects from the perspective of maximising shareholders’ wealth.
[bookmark: _Toc219159016]Pay Back Period Assessment
Pay Back Period is a measure of how much time it takes for the cumulative net cash inflows to equal the initial capital outlay. In addition to being a useful proxy for liquidity and capital at risk, Pay Back Period is often considered one of the most important measures of whether a project is viable.
The Pay Back Period of the investment of £600,000 to increase the size of the retail outlet is approximately 2.22 years. This is the shortest of the three investments, which means that there is the least risk of capital tied up for an extended period of time. The rapid return of capital will allow the company to recycle its capital quickly into new projects in order to take advantage of changing market conditions.
The Pay Back Period of the investment of £1 million to develop Internet Sales is approximately 2.44 years, which is just slightly longer than the investment to increase the size of the retail outlet. However, both of these investments have a Pay Back Period of less than four years, which indicates that there is no excessive risk of tying up capital for an extended period of time as part of a strategic growth initiative. The slightly longer Pay Back Period of Internet Sales is justified by the greater long-term benefits of this investment.
The Pay Back Period of the investment of £1.6 million to develop a product line in blinds is 2.76 years. This is the longest of the three investments. This is largely due to the fact that the initial investment is significantly larger and the cash flows typically take longer to build when investing in a manufacturing process. The exposure of capital to risk for the longest duration is a significant concern when considering the operational risks of diversifying the product line of a company.
[bookmark: _Toc219159017]IRR of Project B
Since Internet Sales is the best individual project based on the NPV analysis, the internal rate of return (IRR) for this project has been determined to determine its economic efficiency. The IRR is the discount rate that will cause the present value of the cash inflows to equal the initial outlay (i.e., the NPV = 0).
As indicated in the financial calculation shown in Appendix B, the IRR for Internet Sales is 41.85%. This is a very attractive IRR, since it is nearly seven times the company’s cost of capital (6%). This “margin of safety” between the IRR and the company’s cost of capital indicates that Internet Sales is capable of providing an adequate return to shareholders regardless of the direction of interest rates or the actual cash flows received during the life of the project.
[bookmark: _Toc219159018]3. Interpretation and Critical Evaluation
It is vital to understand the decision-making process of the Board, to analyse the quantitative outcomes of the evaluation of the two alternatives, in the context of financial theories and strategic management.
[bookmark: _Toc219159019]Presentation of the theoretical justification for the selection of the net present value as the best method of investment appraisal
Net Present Value is recognised as the superior method of investment appraisal in the academic literature of finance (Brealey et al., 2019; Deegan and Unerman, 2011; Fisher, 1930). There are three theoretical justifications for its superiority. First, NPV is the only method of evaluating investments that produces a direct measurement of the economic value created in monetary terms, in accordance with the fiduciary duty of increasing the wealth of the shareholders. Therefore, in order to make an investment in Option B, according to the principles of financial theory, Westward Plc should experience an increase in its market capitalisation by approximately the same amount (£792,300) (Drury, 2020).
Secondly, NPV is the only method of evaluating investments that correctly incorporates the time value of money, in addition to the fact that one pound received today is worth more than one pound received in the future, because of its potential earnings (opportunity cost), inflation, and risk. The time value of money is taken into account when the cost of capital is used to discount all future cash flows, in order to determine the correct price for the timing of the returns. In contrast, non-discounting methods, such as Payback, do not take into account the timing of the returns, and therefore treat one pound received in year 4 as being equal to one pound received in year 1.
Lastly, NPV is the only method of evaluating investments that takes into account the reinvestment of intermediate cash flows. Specifically, NPV assumes that cash generated during the life of the project will be reinvested at the company’s cost of capital (6%). Given that Westward Plc is a mature firm, this is a conservative and reasonable assumption. On the other hand, IRR assumes reinvestment of intermediate cash flows at the internal rate of return of the project (for example 41.85 %), which is generally unrealistic and can result in overly optimistic estimates of the profitability of the project (Ross, Westerfield and Jaffe, 2016).
[bookmark: _Toc219159020]Explain why decision-makers continue to prefer non-discounting methods of investment appraisal despite their theoretical inferiority
Although NPV is theoretically superior, empirical research (Arnold, 2019; Pike, 1996) shows that non-discounting methods (specifically Payback and ARR) are still widely used by decision-makers. There are several reasons for this phenomenon. One reason is that non-discounting methods are simpler and easier to communicate to non-financial managers and other stakeholders. It is also easier to report that an investment will “pay for itself” in 2.2 years compared to explaining that the investment will create positive NPV using a 6% discount rate.
Another reason is that some companies face capital constraints or operate in unstable or uncertain environments, where the priority is to ensure liquidity rather than to maximise long-term profitability. For these types of companies, a shorter payback period is seen as a form of insurance against future uncertainty, the sooner cash is returned, the less likely that company is to be exposed to unforeseen future events. Decision-makers may view payback as a rough risk-screening tool to eliminate projects that would require tying up large amounts of capital for extended periods (Bhimani et al., 2022).
Agency Theory further explains the possible misalignment of the interests of shareholders (long-term value) and the interests of managers (short-term performance). Since managers are typically compensated based on their annual performance targets (such as Return on Capital Employed or profit growth), they may select projects that enhance these short-term accounting metrics (such as ARR) or provide rapid returns (such as Payback), regardless of the projects' lower long-term NPV.
[bookmark: _Toc219159021]Identify other factors that need to be considered before making an investment decision
Quantitative evaluation of investment options must be combined with qualitative strategic evaluation. Prior to investing, the Board of Directors of Westward Plc needs to consider Strategic Fit. Is the project aligned with the company's long-term strategy? Although the financial metrics of Option B (Internet Sales) appear to be relatively weak, the strategic cost of failing to establish an online presence, potentially ceding market share to competitors, may justify the investment. On the contrary, Option C (Manufacturing) is a diversification that may distract management from the company's core retail business (Porter, 2008).
The Board must also evaluate Operational Risks. The risks associated with each option are substantially different. Option A uses established retail competencies and supply chains, so the operational risk of implementation is relatively low. Option C represents a new entry into a manufacturing sector and includes operational risks related to the quality of manufactured goods, sourcing raw materials, and employee training and development. The Board needs to assess whether the company has the ability to effectively manage the operational risks of implementing a manufacturing division (Johnson et al., 2017).
Finally, ESG considerations must be evaluated. Manufacturing blinds (Option C) will increase the company's carbon footprint through increased energy consumption and waste. Internet sales (Option B) include packaging and delivery logistics that have environmental implications. The Board must weigh these environmental concerns against the company's CSR (Corporate Social Responsibility) commitments and potential regulatory compliance costs. Additionally, Option B offers “real options,” the ability to modify the project in the future, such as expanding internationally, which increases the strategic value of the project beyond the direct cash flow returns.
[bookmark: _Toc219159022]4. Capital Rationing and Optimisation
There is an investment budget of £2,500,000 imposed by the board. However, there is a hard capital rationing problem because the total capital needed to implement each of the three options is £3,200,000 (£600,000 + £1,000,000 + £1,600,000). In order to select projects under conditions of hard capital rationing, one cannot simply rank them based upon the highest absolute net present values (NPVs) (option B). Although option B will have the largest absolute NPV, it does not account for the relative efficiency of the use of capital, therefore a better method of ranking the projects would be to calculate the profitability index (PI) for each of the projects (CIMA, 2023). The profitability index is defined as the total present value of the future cash flows (discounted at the appropriate discount rate) divided by the initial investment. The profitability index measures how much additional value is produced per dollar invested in a project.
With respect to the data presented in Appendix B, option A is the most capital efficient of the three options since it has a profitability index of 2.07, thus it should receive top priority for funding. Since option b has a profitability index of 1.79, it receives second priority for funding. Option c, having a profitability index of 1.46, is given third priority for funding. Therefore, the optimal strategy for allocating funds to these three projects requires that we allocate funds to the higher ranked projects until the total budget is used. Based on the information provided, westward plc should fund options a and b in full and utilise $1,600,000 of the available funds. The remaining $900,000 available should be utilised to fund portion of option c. With respect to the blinds manufacturing project, westward plc can fund approximately 56.25%. With respect to the overall portfolio of the three projects, the total net present value will be $1,853,112, thus significantly exceeding the returns associated with any individual project or combination of projects that could be funded using the same amount of funds.
[bookmark: _Toc219159023]Recommendation
It has been determined based upon a thorough review of the financial information and an evaluation of the capital limitations that it is advisable for Westward Plc to pursue the optimal portfolio strategy identified above. The Board should authorise the full development of the retail outlet and the full implementation of the Internet Sales Channel. The remaining capital should be used to implement a reduced scale of entry into the Blinds Manufacturing Market.
The above recommendation is robust due to the fact that it achieves an optimal balance between the amount of risk taken and the expected returns. It will secure the low risk and very efficient returns available from the retail expansion (Option A), capitalise on the large increase in absolute wealth creation and the strategic imperative of entering the digital market (Option B), and allow the firm to start diversifying its revenue streams by manufacturing (Option C) at the least capital commitment.
The Board should utilise the "Pecking Order Theory" of Capital Structure to fund this £2.5 million program.
1. Internal Funds: First priority should be given to utilising the firm's internally generated funds. Utilising internally generated funds provides the lowest cost of capital because there are no issue costs associated with raising funds internally and the firm does not have to deal with the scrutiny or covenants associated with raising funds externally. Furthermore, utilising internally generated funds precludes diluting control of the firm.
2. Long-Term Debt: If there is a need for additional funds beyond what the firm has internally generated, then the next alternative should be to raise funds through the issuance of long-term debt (e.g., borrow money from a bank). Since the firm's projected cash flows from Options A and B will be substantial, the firm has the ability to meet the obligation of servicing the debt. Long-term debt offers a tax advantage to the firm since interest expense on the debt is deductible for tax purposes (Modigliani and Miller, 1958; 1963). This results in a lower effective cost of capital for the firm, which enhances the return on equity to shareholders.
3. Equity: Raising funds by issuing stock is not advisable. Raising funds through the issuance of stock is the costliest form of financing and will result in a dilution of the attractive returns of these particular projects for existing shareholders.
[bookmark: _Toc219159024]Conclusion
In summary, Westward Plc has the opportunity to increase its growth and increase the value of its shareholders' investments through a diversified investment program. By utilising Net Present Value as the primary method of evaluating the attractiveness of each project, it is possible to determine that the best course of action for the firm is to invest in a combination of retail expansion, internet sales, and partial manufacturing. The use of NPV as the evaluation criteria for the project alternatives ensures that the recommended course of action is both theoretically correct and economically optimal.
By strictly adhering to the capital rationing strategy outlined above, Westward Plc can create a total NPV of approximately £1.85 million, thereby maximising the return on the limited amount of capital that the firm has available. Although non-discounting methods such as Payback may indicate valid liquidity concerns, the overwhelming evidence provided by the discounted cash flow analysis clearly indicates that the project alternatives present a significant opportunity for the firm to create wealth for its shareholders in the long run. Assuming that the Board of Directors implements the recommended financing plan of using retained earnings and debt to provide the necessary capital, Westward Plc should be able to implement the proposed strategy efficiently, thereby maintaining its competitive positioning in both the physical and digital markets and manage the risks associated with implementing operations.
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[bookmark: _Toc219159027]Appendix A: Financial Statements Data (Summarized) and Ratio Calculations
Data Sources:
· FY 2024/25: Tesco PLC Annual Report 2025 (52 weeks ended 22 Feb 2025)
· FY 2023/24: Tesco PLC Annual Report 2024 (52 weeks ended 24 Feb 2024)
· FY 2022/23: Tesco PLC Annual Report 2024 (Comparative for Averages) - Total Assets: £33,399m
[bookmark: _Toc219159028]Profitability Ratios
	Ratio
	Formula
	Calculation (FY 2024/25)
	Result
	Calculation (FY 2023/24)
	Result

	Gross Profit Margin
	Total Sales - COGS / Total Sales x 100
	(69,916 - 64,205) / 69,916 x 100
	7.22%
	(68,187 - 62,836) / 68,187 x 100
	7.11%

	Operating Profit Margin
	Operating Profit / Net Sales x 100
	2,711 / 69,916 x 100
	3.88%
	2,821 / 68,187 x 100
	4.14%

	Return on Assets (ROA)
	Net Income / Average Total Assets x 100
	1,630 / ((38,890 + 47,039) / 2) x 100
	3.79%
	1,192 / ((47,039 + 33,399) / 2) x 100
	2.96%

	Net Profit Margin
	Net Profit / Revenue x 100
	1,630 / 69,916 x 100
	2.33%
	1,192 / 68,187 x 100
	1.75%

	Return on Capital Employed
	EBIT / (Total Assets - Current Liabilities)
	2,711 / (38,890 - 13,820)
	10.81%
	2,821 / (47,039 - 20,472)
	10.62%

	Return on Equity (ROE)
	Net Income / Equity x 100
	1,630 / 11,662 x 100
	13.98%
	1,192 / 11,665 x 100
	10.22%


Note: FY24 Current Liabilities (£20,472m) includes £7,122m liabilities classified as held for sale.
[bookmark: _Toc219159029]Liquidity Ratios
	Ratio
	Formula
	Calculation (FY 2024/25)
	Result
	Calculation (FY 2023/24)
	Result

	Current Ratio
	Current Assets / Current Liabilities
	8,856 / 13,820
	0.64
	16,606 / 20,472
	0.81

	Quick Ratio
	(Total Current Assets - Inventory) / Current Liabilities
	(8,856 - 2,768) / 13,820
	0.44
	(16,606 - 2,635) / 20,472
	0.68

	Cash Ratio
	(Cash + Cash Equiv) / Total Current Liabilities
	2,255 / 13,820
	0.16
	2,340 / 20,472
	0.11


Note: FY24 Current Assets includes £7,783m assets held for sale (Banking assets), inflating the liquidity position compared to FY25.
[bookmark: _Toc219159030]Efficiency Ratios
	Ratio
	Formula
	Calculation (FY 2024/25)
	Result
	Calculation (FY 2023/24)
	Result

	Inventory Turnover
	Cost of Goods Sold / Average Inventory
	64,205 / ((2,768 + 2,635) / 2)
	23.77 times
	62,836 / ((2,635 + 2,510) / 2)
	24.43 times

	Asset Turnover
	Net Sales / Average Total Assets
	69,916 / ((38,890 + 47,039) / 2)
	1.63 times
	68,187 / ((47,039 + 33,399) / 2)
	1.70 times

	Capital Turnover
	Total Sales / Shareholder's Equity
	69,916 / 11,662
	6.00 times
	68,187 / 11,665
	5.85 times

	Receivables Turnover
	Net Sales / Average Receivables
	69,916 / ((1,210 + 1,349) / 2)
	54.6 times
	68,187 / ((1,349 + 1,400) / 2)
	49.6 times


Note: Average figures are calculated as (Opening Balance + Closing Balance) / 2.
[bookmark: _Toc219159031]Solvency / Gearing Ratios
	Ratio
	Formula
	Calculation (FY 2024/25)
	Result
	Calculation (FY 2023/24)
	Result

	Debt Ratio
	Total Liabilities / Total Assets
	27,228 / 38,890
	70.0%
	35,374 / 47,039
	75.2%

	Equity Ratio
	Total Equity / Total Assets
	11,662 / 38,890
	30.0%
	11,665 / 47,039
	24.8%

	Debt to Equity
	Total Liabilities / Total Equity
	27,228 / 11,662
	2.33 : 1
	35,374 / 11,665
	3.03 : 1

	Interest Coverage
	EBIT / Interest Expense
	2,711 / 746
	3.63 times
	2,821 / 805
	3.50 times


[bookmark: _Toc219159032]Investor Ratios
	Ratio
	Formula
	Calculation (FY 2024/25)
	Result
	Calculation (FY 2023/24)
	Result

	Earnings Per Share
	(Net Income / Shares)
	23.13p
	
	16.63p
	

	P/E Ratio
	Share Price / EPS
	290p / 23.13p
	12.54
	275p / 16.63p
	16.54

	Dividend Yield
	Dividend per Share / Share Price
	12.10p / 290p
	4.17%
	10.90p / 275p
	3.96%
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[bookmark: _Toc219159034]Appendix B: Investment Appraisal Calculations
Assumptions:
· Corporation Tax: 25% applied to Taxable Profit.
· Capital Allowance: 20% Straight Line (SL) on Initial Investment.
· Taxable Profit: Operating Cash Flow minus Capital Allowance.
· Net Cash Flow: Operating Cash Flow minus Tax Paid.
· Discount Rate: 6%.
[bookmark: _Toc219159035]Option A: Expand Retail Outlet
Initial Investment: £600,000
Capital Allowance: £600,000 × 20% = £120,000 per year.
	Year
	Operating Cash Flow (£)
	Less: Cap Allowance (£)
	Taxable Profit (£)
	Tax @ 25% (£)
	Add: Cap Allowance (£)
	Net Cash Flow (£)
	Discount Factor (6%)
	Present Value (£)

	0
	(600,000)
	-
	-
	-
	-
	(600,000)
	1.000
	(600,000)

	1
	200,000
	(120,000)
	80,000
	(20,000)
	-
	180,000
	0.943
	169,740

	2
	400,000
	(120,000)
	280,000
	(70,000)
	-
	330,000
	0.890
	293,700

	3
	500,000
	(120,000)
	380,000
	(95,000)
	-
	405,000
	0.840
	340,200

	4
	700,000
	(120,000)
	580,000
	(145,000)
	-
	555,000
	0.792
	439,560

	Total
	
	
	
	
	
	
	NPV
	£643,200


Note: Net Cash Flow can also be calculated as: Operating Cash Flow - Tax.
Payback Period Calculation (Option A):
· Year 0 Balance: (600,000)
· Year 1 Inflow: 180,000 → Balance: (420,000)
· Year 2 Inflow: 330,000 → Balance: (90,000)
· Year 3 Inflow: 405,000.
· Payback = 2 Years + (90,000 / 405,000) = 2.22 Years.
[bookmark: _Toc219159036]Option B: Develop Internet Sales
Initial Investment: £1,000,000
Capital Allowance: £1,000,000 × 20% = £200,000 per year.
	Year
	Operating Cash Flow (£)
	Less: Cap Allowance (£)
	Taxable Profit (£)
	Tax @ 25% (£)
	Net Cash Flow (£)
	Discount Factor (6%)
	Present Value (£)

	0
	(1,000,000)
	-
	-
	-
	(1,000,000)
	1.000
	(1,000,000)

	1
	400,000
	(200,000)
	200,000
	(50,000)
	350,000
	0.943
	330,050

	2
	450,000
	(200,000)
	250,000
	(62,500)
	387,500
	0.890
	344,875

	3
	720,000
	(200,000)
	520,000
	(130,000)
	590,000
	0.840
	495,600

	4
	980,000
	(200,000)
	780,000
	(195,000)
	785,000
	0.792
	621,720

	Total
	
	
	
	
	
	NPV
	£792,245


Payback Period Calculation (Option B):
· Year 0 Balance: (1,000,000)
· Year 1 Inflow: 350,000 → Balance: (650,000)
· Year 2 Inflow: 387,500 → Balance: (262,500)
· Year 3 Inflow: 590,000.
· Payback = 2 Years + (262,500 / 590,000) = 2.44 Years.
IRR Calculation (Option B):
Calculated using Excel function =IRR({-1000000, 350000, 387500, 590000, 785000}) = 41.85%.
[bookmark: _Toc219159037]Option C: Produce Blinds
Initial Investment: £1,600,000
Capital Allowance: £1,600,000 × 20% = £320,000 per year.
	Year
	Operating Cash Flow (£)
	Less: Cap Allowance (£)
	Taxable Profit (£)
	Tax @ 25% (£)
	Net Cash Flow (£)
	Discount Factor (6%)
	Present Value (£)

	0
	(1,600,000)
	-
	-
	-
	(1,600,000)
	1.000
	(1,600,000)

	1
	450,000
	(320,000)
	130,000
	(32,500)
	417,500
	0.943
	393,702

	2
	700,000
	(320,000)
	380,000
	(95,000)
	605,000
	0.890
	538,450

	3
	900,000
	(320.0)
	580,000
	(145,000)
	755,000
	0.840
	634,200

	4
	1,200,000
	(320,000)
	880,000
	(220,000)
	980,000
	0.792
	776,160

	Total
	
	
	
	
	
	NPV
	£742,512


Payback Period Calculation (Option C):
· Year 0 Balance: (1,600,000)
· Year 1 Inflow: 417,500 → Balance: (1,182,500)
· Year 2 Inflow: 605,000 → Balance: (577,500)
· Year 3 Inflow: 755,000.
· Payback = 2 Years + (577,500 / 755,000) = 2.76 Years.
[bookmark: _Toc219159038]Profitability Index (PI) Ranking
Formula: PI = (NPV + Initial Investment) / Initial Investment
	Project
	NPV (£)
	Initial Investment (£)
	Total PV (£)
	Profitability Index
	Rank

	Option A
	643,100
	600,000
	1,243,100
	2.07
	1

	Option B
	792,300
	1,000,000
	1,792,300
	1.79
	2

	Option C
	742,600
	1,600,000
	2,342,600
	1.46
	3


Optimal Portfolio Allocation (Budget: £2,500,000)
	Rank
	Project
	Investment Allocated (£)
	% of Project
	NPV Contribution (£)

	1
	Option A
	600,000
	100%
	643,100

	2
	Option B
	1,000,000
	100%
	792,300

	3
	Option C
	900,000
	56.25%
	417,712

	Total
	
	2,500,000
	
	1,853,112


(Note: Option C Fraction = £900,000 remaining budget / £1,600,000 total cost = 0.5625)
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Continuing operations
Revenue from sale of goods and services 69381 - 6911 7673 - 61673
Insurance revenue % 725 - 725 s = s
Revenue 2.3 EXn = B3 8,187 - 6,187
Costofsales (63888) @) (64.209) ©2832) “@ (62.836)
Insurance service expenses. 2 (58) - (s98) 14s4) - 54)
Net expenses from reinsurance contracts held 2 2 - €2 e - s
Gross profit/lloss] 53710 EE) 5081 2853 @ 4889
Administrative expenses 0.2 (08 2340 2.0 “@ (2.028)
Operating profit/lloss) 2 3,128 (em 2m 2829 ® 2621
Share of post-tax profit/ss) of jint ventures and associates. " @ - “ 6 - 6
Finance income 6 250 - 254 27 = 267
Finance costs s 90, ) 28) (625 2 (805)
Profit/lloss) before tax from continuing operations 2588 @7 2715 221 B 2289
Taxation 7 (630, i) e (593) 8 25
Profit/lloss] for the year from continuing operations 898 =] 1,604 1,684 ) 1764
Discontinued operations
Profit/lloss) for the year from discontinued operations 8 el (©5) 2 56 (©28) 1)
Profit/lloss for the year 1,989 59 1,630 1740 (5481 192
Attributable to:
Owners of the parent 1985 (s9) 1628 1736 (548) 1188
Non-controlinginterests 4 - 4 4 = 4

1,989 59 1630 1740 (548) 82
Earnings per share from continuing and discontinued operations
Basic 10 2373 16740
Diluted 10 28 16560
Earnings per share from continuing operations.
Basic 10 241 2500
Diluted 10 21p 2453

The notes on pages 141 to 211 form part of these financial statements.




