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Part One

Executive Summary 

Tesco is a leading multinational retailer, with more than 330,000 colleagues. Tesco aim to serve customers every day with affordable, healthy, and sustainable food – to help them enjoy better quality of life and an easier way of living. (Tesco, 2024).

Within this report, it will discuss ratio analysis of Tesco’s last 2 years of financial statements which include 2022-2023. Ratio Analysis is a method of examining Tesco’s balance sheet and income statement to learn about its liquidity, operational efficiency and profitability. (Bloomenthal, 2024) The report will also include recommendations on how to improve the financial management for the company. 

This report will discuss many calculations of ratio analysis which include net profit, stock turnover, long term borrowings and profit. Using all of these calculations will show what Tesco are doing well on and what they are not doing well on. For example, within the acid test analysis, this shows that. Both 2022 and 2023 Tesco have low liquidity which means that paying short-term debt may be a struggle for them. Showing these calculations within the report will allow to discuss recommendations on what Tesco can do to improve as a company within the future.

Overall, all things considered, Tesco is a financially stable business with steady performance, reasonable leverage, and effective operations. Strong financial health is indicated by its profitability and efficiency ratios, and its ability to satisfy short-term obligations is demonstrated by its liquidity ratios.




















Introduction

Tesco is a leading multinational retailer, with more than 330,000 colleagues. Tesco aim to serve customers every day with affordable, healthy, and sustainable food – to help them enjoy better quality of life and an easier way of living. (Tesco, 2024). Jack Cohen started selling food items from a stand in London's East End in 1919, and the company was renamed Tesco in 1924. Then, in 1929, the first Tesco store opened in North London's Burnt Oak, Edgware.  (Tesco-BST, 2024). Since then, Tesco has continued to rapidly grow, with there now being 4,273 stores in the UK and Ireland. (Statista, 2024)

Within this report, it will discuss ratio analysis of Tesco’s last 2 years of financial statements which include 2022-2023. Ratio Analysis is a method of examining Tesco’s balance sheet and income statement to learn about its liquidity, operational efficiency and profitability. (Bloomenthal, 2024) The report will also include recommendations on how to improve the financial management for the company. 

Main Findings 

Due to Tesco being one of the largest supermarkets within the UK, it is important to discuss their ratio analysis to see how Tesco is doing as a business overall. This report will be calculating the ratio analysis of Tesco’s financial statement for the last 2 years, this includes 2022 and 2023. Ratio Analysis includes calculating the liquidity, operational efficiency, and profitability of the company.
Liquidity is a class of financial metrics used to assess a debtor’s ability to pay current debt obligations without raising external capital. (Hayes, 2024). Calculating the liquidity allows many people to see how a business is doing financially. To calculate the liquidity, it will include the working capital ratio which includes current assets / current liabilities and the acid test which includes current assets – stock / current liabilities. The working capital ratio shows how quickly a business can tap into day-to-day financial obligations. (White, 2024). On the other hand, the Acid Test ratio compares a company most short-term assets to its most short-term liabilities to see if it has enough cash to pay short term debt. (Hayes, 2024). It is cruical for the calculations to be between 100 and 150% to have good liquidity. When it comes to Tesco’s liquidity ratios, they are as follows:

Working Capital: Current Assets / Current Liabilities 

2022 includes 11,821 / 16,125 = 0.73
2023 includes 12,515 / 17,721 = 0.70

Acid Test: Current Assets – Stock / Current Liabilities

2022 includes 11,821 – 2339 / 16,125 = 0.58
2023 includes 12,515 – 2510 / 17,721 = 0.56

This shows that with regards to the working capital there has been a drop between 2022 and 2023 by 3%, both 2022 and 2023 this suggests that Tesco have a low liquidity position which means that Tesco may struggle to tap into day-to-day financial obligations which can have a negative impact on the company.  When it comes to the acid test calculations, it also shows there was a drop of 2% between 2022 and 2023. The acid test ratio shows that both years Tesco have low liquidity which means that paying short-term debt may be a struggle for them. However, on the other hand According to studies, supermarkets typically have a low current ratio for a variety of reasons, such as low trade receivables (since consumers don't use credit cards to purchase goods), medium inventories (because they have a lot of inventory, but it turns over quickly, mostly because of perishability), and low cash levels. Knowles (2024). This shows that it is not uncommon for supermarkets to have a low liquidity ratio. 
Another essential part of ratio analysis is efficiency, Efficiency ratios evaluate how well a business uses its resources to produce revenue; they frequently consider a number of factors, including how long it takes to collect money from clients. Kenton (2024) When it comes to efficiency, it is important to calculate the debtor days ratio. The average number of days a business needs to collect cash payments from clients is known as the debtor days ratio. In essence, debtor days are a gauge of how rapidly a business can collect cash payments from clients who made credit payments. Jones (2024) For this ratio the calculation used will be debtor days x 365 / total credit sales. The second calculation that will be used is the stock days ratio. The stock days ratio calculates how often a business needs to replenish its available inventory over a specified period of time. While a low stock turnover ratio indicates weak consumer demand in the market and surplus inventory, a high stock turnover ratio indicates strong customer demand in the market and effective inventory management. (Phillips, 2024). The calculation used for this ratio will be stock x 365 / cost of sales. For both calculations it is cruical to have an average of 30-36 days to show the company has a good turnover overall. 

Debtor Days: Debtors x 365 / Total Sales

2022 includes 1263 x 365 / 56750 = 8 Days 
2023 includes 1315 x 365 / 62034 = 8 days

Stock Days: Stock x 365 / Cost of Sales 

2022 includes 2339 x 365 / 56750 = 15 days 
2023 includes 2510 x 365 / 62034 = 15 days 

The debtor days ratio calculations show that Tesco have a lower-than-average debtor ratio which shows that Tesco can rapidly collect cash payments from their customers who made credit payments. Both 2022 and 2023 remain the same which can have a positive impact on Tesco as both years they are still rapidly collecting cash payments from customers. The stock days ratio calculations show that Tesco have a low ratio, this shows that Tesco turn over their stock a lot quicker than average which can have a positive impact on Tesco. The final liquidity ratio is Creditor Days, the creditor days ratio measures how long on average it takes for a company to pay its creditors. (Nexis, 2025) The calculation used for creditor days will be Trade Creditors x 365 / Cost of Purchases. The average days for this ratio will be between 30 to 36 days to show a company is paying their creditors within a reasonable timeframe. 

Creditor Days: Trade Creditors x 365 / Cost of Purchases 

2022 includes 9181 x 365 / 56750 = 59 days
2023 includes 9818 x 365 / 62034 = 58 days

The above calculations show that for both 2022 and 2023 are above the average 30 to 36 days, this means Tesco take longer than average to pay their creditors. Between 2022 and 2023 there was only a 1% decrease which is still a higher-than-average ratio. In order to keep Tesco’s creditors happy, it is important for Tesco to pay their creditors at a reasonable time scale. 
When it comes to gearing, gearing ratios are financial metrics that compare a company’s debt to some form of its capital or equity. Gearing highlights financial risk companies assume when they borrow to fund their operations. (White, 2024). The lower the gearing ratio, the higher the dependence on equity financing. The formulas used for this will include long term debt / total assets – current liabilities and long-term debt / net assets.

Gearing Ratio 1 – Long Term Debt / Total Assets – Current Liabilities 

2022 includes 14085 / 49351 – 15949 = 237%
2023 includes 12713 / 45868 – 17596 = 222%

Gearing Ratio 2 – Long Term Debt / Net Assets 

2022 includes 14085 / 15644 = 90% 
2023 includes 12713 / 12230 = 103% 

From the above calculations this shows that Tesco have a high percentage when it comes to gearing, this means Tesco depend heavily on borrowings and long-term financing. The higher the level of gearing, the higher the level of financial risk due to the increased volatility of profits. Having a high gearing percentage can have a negative impact on Tesco due to them relying so heavily on borrowing. It is crucial for Tesco to reduce its gearing ratio before making more investments because studies indicate that it will probably influence the company's decision-making in the years to come. (Marcouse, 2017)
Next, when it comes to Ratio Analysis, investment is an important factor to calculate when looking at a business’s annual report. A performance measure that shows profit as a percentage of capital invested in a company is called the investment ratio. It aids in assessing the company's operating assets or return on capital employed. Morris (2009). The calculations that will be looked at will be Earnings Per Share which is profit / the number of ordinary shares and Price per Earnings ratio which includes market value per share / earnings per share. 

Earnings Per Share – Net Profit / The number of Ordinary Shares 

2022 includes: 3116 / 484 = 6.4%
2023 includes 3061 / 463 = 6.6%

Price per Earnings Ratio – Market Value Per Share / Earnings Per Share 
2022 includes 2499 / 19.34 = 129%
2023 includes 2391 / 10.17 = 235%

The next part of investment ratios are Dividend Cover ratio and Dividend Yield Ratio. The financial ratio known as dividend yield quantifies the amount of cash dividends distributed to shareholders. A significant portion of the profits of a business with a high dividend yield are distributed as dividends. Davies (2025) in contrast to the Dividend Cover Ratio, which calculates how frequently a business can distribute dividends to its owners. (CFI, 2025). A dividend cover ratio of 1.5 indicates potential worry, whereas a ratio of 2 is considered favourable. (Phillips, 2025). The Dividend Cover Ratio is Profit after Interest and Tax / Dividend Paid and Dividend Yield includes Dividend per Share / Market Value per Share.

Dividend Cover – Profit after Interest and Tax / Dividend Paid 

2022 includes 3116 / 858 = 3.63%
2023 includes 3061 / 704 = 4.34%

Dividend Yield – Dividend per Share / Market Value per Share 

2022 includes 10.90 / 2499 = 4.36%
2023 includes 10.90 / 2391 = 4.55%

According to research, Tesco has a lot of cash flow flowing through its operations, which supports the company's capacity to make investments to maintain competitive and low pricing as well as maintain its projected dividend yield of 4.55%. Chiekrie (2025). The final two calculations within the investment ratio are interest cover and return on equity. How easily a business can pay interest on its outstanding debt is indicated by the interest coverage ratio. A company's long-term capacity to cover interest costs may be in doubt if its interest coverage ratio is 1.5 or less. Hayes (2024) The calculation for this ratio is Profit before Interest and Tax / Interest on Long Term Borrowings. The financial performance of a business is gauged by its return on equity. The more effectively a company's management generates revenue and growth from its equity financing, the better the return on equity. Fernando (2024). The calculation for this ratio is Profit after Interest and Tax / Ordinary Shares + Reserves. 

Interest Cover – Profit before Interest and Tax / Interest on Long Term Borrowings 

2022 includes 2825 / 650 = 4.34%
2023 includes 2630 / 652 = 4.03% 

Return on Equity – Profit After Interest and Tax / Ordinary Shares + Reserves. 

2022 includes 3116 / 3563 = 8.7%
2023 includes 3061 / 3586 = 8.5%

From the above calculations, the interest cover ratio shows Tesco can effectively pay off their short-term interest obligations which is a positive for the organisation. When it comes to the return on equity calculations, it shows that Tesco has dropped 2% within the last year which could have a negative impact on the company, however Tesco remain above 5% which is normally considered bad, however there is room for improvement for Tesco as 15% to 20% is normally considered good. 
Finally, the last part of ratio analysis is profitability, profitability is used to measure and evaluate business performance in terms of income, a higher profitability ratio is a reliable predictor of a successful firm. (Leon, 2022). The first calculations that will be used are Return on Capital Employed, Net Profit and Operating Profit. 

Return on Capital Employed – Profit before Interest and Tax / Total Assets less Current Liabilities

2022 includes 2825 / 15949 = 17.7%
2023 includes 2630 / 17596 = 15%

Net Profit – Net Profit / Sales 

2022 includes 3116 / 56750 = 5.49%
2023 includes 3061 / 62034 = 4.9% 

Operating Profit – Operating Profit / Sales 

2022 includes 2825 / 56750 = 4.9%
2023 includes 2630 / 62034 = 4.23%

From the above calculations, it shows that Tesco have an average ratio of 5% which is considered a low ratio compared to the average for a company being between 10-20%. The next calculations within profitability include Gross Profit, Asset Turnover and Return on Owners Equity. 

Gross Profit – Gross Profit / Sales 

2022 includes 4809 / 56750 = 8.47%
2023 includes 4690 / 62034 = 7.56%

Asset Turnover – Profit before Interest Tax / Total Assets – Current Liabilities 

2022 includes 2825 / 15949 = 17.7%
2023 includes 2630 / 17596 = 15%

Return on Owners Equity – Profit after Interest and Tax / Ordinary Shares + Reserves. 

2022 includes 3116 / 3563 = 8.7%
2023 includes 3061 / 3586 = 8.5%

When it comes to profitability, Tesco's profitability ratios are limited by the nature of its industry, the company's overall profitability profile is strong and durable. Although it isn't as profitable as businesses in industries with larger profit margins, it is nonetheless a major force in the fiercely competitive supermarket industry. Tesco is a good long-term investment for investors because to its consistent profitability and excellent brand, even though its returns are modest when compared to those of other industries.

Conclusion

To conclude, when it comes to liquidity Tesco does have a relatively low liquidity. However, according to studies, supermarkets typically have a low current ratio for a variety of reasons, such as low trade receivables (since consumers don't use credit cards to purchase goods), medium inventories (because they have a lot of inventory, but it turns over quickly, mostly because of perishability), and low cash levels. Knowles (2024). It is cruical for Tesco to monitor their cash management and working capital practices to achieve a higher liquidity ratio. 
When it comes to Efficiency, the calculations show Tesco have a good efficiency ratio which shows the organisation is performing well in terms of turnover and profits. This is a positive for Tesco and it is important for them to maintain their higher-than-average efficiency ratio. 
The Gearing Ratio shows that Tesco do rely heavily on borrowing which can have an impact on the organisation, however Tesco is in a good position to manage its debt while continuing to invest in growth potential, according to investors, who view the company's gearing situation as sound and not overly hazardous. But like any store, it's critical to keep a close eye on debt levels in reaction to interest rates, business performance, and the state of the economy. Furthermore, Tesco’s efficiency ratio shows that Tesco has a lot of cash flow flowing through its operations, which supports the company's capacity to make investments to maintain competitive and low pricing as well as maintain its projected dividend yield of 4.55%. Chiekrie (2025). Finally, Tesco’s profitability analysis shows that Tesco are a good supermarket to invest in with their average profitability ratio. 
All things considered, Tesco is a financially stable business with steady performance, reasonable leverage, and effective operations. Strong financial health is indicated by its profitability and efficiency ratios, and its ability to satisfy short-term obligations is demonstrated by its liquidity ratios.



















Part Two

Executive Summary 

Greenacres PLC, is an organisation who produces a variety of high-quality outdoor furniture. 
The directors are identifying three main options for a four-year plan which include:
A : Expand its flourishing retail outlet to include all products 
B: Develop into interest sales 
C: Produce greenhouses and conservatories

This report will discuss many non-discounting investment appraisals to see which investment option out of A, B and C is the best option within the future for Greenacres PLC. This report will discuss investment appraisals such as Net Present Value. Net Present Value (NPV) is a highly popular investment method as it is an easy and quick method which allows you to see if an investment is worth it within the long run or not. 
The advantages of Net Present Value is that it considers the fundamental notion that a pound today is worth more than a pound tomorrow. 

The report will also discuss Internal Rate of Return (IRR), IRR is used to analyse the interest rate at which the initial capital investment must have grown to reach the ending value from the beginning value. (Harry, 2024) and the report will also discuss ARR method, companies utilise ARR to evaluate several projects in order to ascertain the expected rate of return for each one or to assist in making an investment decision. (Murphy, 2024). 

Using the above methods can show what investment option is the best option to take into consideration for Greenacres PLC. Overall, based on the calculations for the investment appraisal techniques, it clearly shows that investment B is the most profitable option out of option A, B and C. This is due to the calculations showing that each time option B was always the best out of all of the options.

















Introduction 

Greenacres PLC, is an organisation who produces a variety of high-quality outdoor furniture. 
The directors are identifying three main options for a four-year plan which include:
A : Expand its flourishing retail outlet to include all products 
B: Develop into interest sales 
C: Produce greenhouses and conservatories
Within this report, it will discuss whether Greenacres should invest in the project or look for other opportunities.

Within this report, it will discuss multiple non-discounting techniques that can help discover which option out of A, B and C is the most profitable within the long run. This report will discuss Net Present Value, NPV determines a venture's long-term financial viability by discounting future cash flows to their present value. (Raisin, 2024). The report will also discuss more techniques such as Internal Rate of Return, IRR is used to analyse the interest rate at which the initial capital investment must have grown to reach the ending value from the beginning value. (Harry, 2024). 

Net Present Value Technique 

When it comes to Greenacres three main options for their four-year plan, the most recent estimates on year-end cash flows are as follows: 


	
	Year 1
	Year 2
	Year 3
	Year 4

	
	£’000
	£’000
	£’000
	£’000

	(A)
	300
	400
	450
	500

	(B)
	500
	550
	700
	950

	(C)
	500
	800
	1050
	1200




To calculate the investment options, the formula that will be used is Net Present Value (NPV), The difference between the present value of cash inflows and outflows over a given time period is known as net present value. Positive net present value (NPV) projects are worthwhile, whereas negative NPV projects are not. Fernando (2024). The formula used will be NPV = Cash Flow / (1+R)t

initial investment for A (Year 0): C0 = 660,000

Formula used is: Present Value of Cash Flow at Time t = Cash Flow / (1+r)t

R = 6% 

Year 1 A – PV1 = 300000 / (1 + 0.06)1= 300,000 / 1.06 = 283,018 

Year 2 A – PV2 = 400000 / (1 + 0.6)2 = 400,000 / 1.1236 = 355,998 

Year 3 A – PV3 = 450000 / (1 + 0.6)3 = 450,000 / 1.1910 = 377,833 

Year 4 A – PV4 = 500000 / (1+ 0.6)4 = 500,000 / 1.2624 = 396,070

NPV = 660,000 + 283,018 + 355,998 + 377,833 + 396,070
NPV = 660,000 + 1,412,919 = 2,072,919

Initial Investment for B (Year 0): C0 = 1,000,000 

Year 1 B – PV1 = 500000 / (1 + 0.6)1 = 500,000 / 1.06 = 471,698 

Year 2 B – PV2 = 550000 / (1 + 0.6)2 = 550,000 / 1.1236 = 489,498 

Year 3 B – PV3 = 700000 / (1 + 0.6)3 = 700,000 / 1.1910 = 587,741 

Year 4 B – PV4 = 950000 / (1 + 0.6)4 = 950,000 / 1.2624 = 752,534

NPV = 1,000,000 + 471,698 + 489,498 + 587,741 + 752,534 
NPV = 1,000,000 + 2,301,471 = 3,301,471

Initial Investment for C (Year 0): C0 = 1,700,000 

Year 1 C - PV1 = 500000 / (1 + 0.6)1 = 500,000 / 1.06 = 471,698 

Year 2 C – PV2 = 800000 / (1 + 0.6)2 = 800,000 / 1.1236 = 711,997 

Year 3 C – PV3 = 1050000 / (1 + 0.6)3 = 1,050,000 / 1.1910 = 881,612

Year 4 C – PV4 = 1200000 / (1 + 0.6)4 = 1,200,000 / 1.2624 = 950,570

NPV = 1,700,000 + 471,698 + 711,997 + 881,612 + 950,570
NPV = 1,700,000 + 3,015,887 = 4,715,877

From reviewing the above calculations, it shows that the highest investment for Greenacres PLC is investment C, this is due to the NPV being the highest out of A,B, and C with a NPV of 4,715,877. However, even though this is the highest NPV it does have a higher investment than the rest of the options.

Payback period method

The Payback Period method is the time it would take for an investor to recoup the initial investment in a project is known as the payback period. (GoCardless, 2022). The formula used for this method is payback period = initial investment / annual payback. 

Option A
Year 1: 300,000
Year 2: 300,000 + 400,000 = 700,000 (this exceeds the initial investment of 660,000)

Year 2: 360,000 / 400,000 = 0.90 Years 

Payback period for option 1 = 1 year + 0.90 year = 1.90 years 

Option B 

Year 1: 500,000
Year 2: 500,000 + 550,000 = 1,050,000 (exceeds the initial investment of 1,000,000

Year 2: 500,000 / 550,000 = 0.91 years

Payback period for option B = 1 year + 0.91 years = 1.91 years.

Option C

Year 1: 500,000
Year 2: 500,000 + 800,000 = 1,300,000 
Year 3: 1,300,000 + 1,050,000 = 2,350,000 (Exceeds the initial investment of 1,700,000)

Year 2: 400,000/ 1,050,000 = 0.38 years 

Payment period for option C = 2 years (Year 1 + Year 2) + 0.38 years = 2.38 years

This shows overall option A has the shorted payback period with 1.90 years meaning it will recover the initial investment the quickest, with option C taking the longest with a payback period of 2.38 years. 

Investment

In order to see what option is best in terms of investment, it is important to calculate the NPV to investment ratio calculation, this calculation is as follows Net Present Value / Initial Investment. 

Option A – 2,072,919 / 660000 = 3.14 
Option B – 3,301,471 / 1,000,000 = 3.30
Option C – 4,715,877 / 1,700,000 = 2.78 

From the above calculations, it shows that option B is the best investment as it shows that Greenacres will get the most value for their money. Even though option C does have the highest net present value, option B is the more efficient option to go for due to it being a better investment in the long run. This is because option C has a higher investment compared to option B. By choosing option B means Greenacres is not putting in such a high investment which can have a negative financial impact on the company. 


IRR Method

To determine if option B is going to be efficient within the long term, it is important to calculate the internal rate of return (IRR). IRR is used to analyse the interest rate at which the initial capital investment must have grown to reach the ending value from the beginning value. (Harry, 2024). 
When calculating the IRR, it is important to have the net present value close to zero.

For IRR = 48% (0.48)

Year 0 – 1,000,000

Year 1 500,000 / (1 + 0.48)1 = 500,000 / 1.48 = 337,837 
Year 2 550,000 / (1 + 0.48)2  = 550,000 / 2.1904 = 251,419 
Year 3 700,000 / (1 + 0.48)3 = 700,000 / 3.241 = 215,275
Year 4 950,000 / (1 + 0.48)4 = 950,000 / 4.798 = 198,459

To calculate the NPV, the next step is to add the totals together. 

NPV = -1,000,000 + 337,837 + 251,419 + 215,275 + 198,459 = 2,990.

As the Net Present Value is 2,990 this means the IRR for investment B is 48%. Due to the cost of capital being 6%, this means investment B is a very good option for Greenacres as it shows that it will be profitable within the future. 

ARR Method

The next step in determining is option B is the most efficient option, it is cruical to calculate the ARR method. One capital budgeting statistic used to determine the profitability of an investment is the accounting rate of return. Companies utilise ARR to evaluate several projects in order to ascertain the expected rate of return for each one or to assist in making an investment decision. (Murphy, 2024) The formula used for the ARR method is ARR = Average Annual Profit / Initial Investment x 100. 

Option B 

Total cash flows = 500,000 + 550,000 + 700,000 + 950,000 = 2,700,000 

Average annual cash flow = 2,700,000 / 4 = 675,000

Average annual profit = 675,000 

ARR = 675,000 / 1,000,000 = 67.5%

This shows that option B is expected to earn back more than their initial investment of 1,000,000. This means that option B is a highly profitable option meaning that it would be a good investment for Greenacres PLC as the average annual profit is greater than the initial investment making the project worth investing in. 



Why Net Present Value (NPV) and what is the best method for investment appraisal.

Net Present Value (NPV) is a highly popular investment method as it is an easy and quick method which allows you to see if an investment is worth it within the long run or not. 
The advantages of Net Present Value is that it considers the fundamental notion that a pound today is worth more than a pound tomorrow. All period's cash flows are discounted by a subsequent capital cost period. The NPV approach also indicates whether an investment will generate value for the investor or the company, as well as how much value will be created in terms of dollars. (MotleyFool, 2015)

The best method used for the investment appraisal is Net Present Value as it seen as the most reliable and quickest method to use in terms of investment, however there are other methods that are effective depending on what they are needed for. For example, the IRR method is a quick method as the cost of capital is necessary for many other analysis tools to arrive at a conclusion. IRR has the advantage of not requiring an assumed cost of capital in its calculation. (Indeed, 2024). Another useful method is the ARR method, the ARR method is frequently used to give a rough estimate of an investment's attractiveness. The primary benefit is its ease of comprehension. The more desirable the investment, the higher the ARR. (NI Business, 2024)

However, overall the best method that is widely used for investment appraisal is the Net Present Value due to the simplicity and effectiveness of the method to determine if an investment is worth it within the future.


Other factors should be considered before an investment decision is made

However, although investment B is strong when it comes to profitability, it is essential to consider other factors before the investment decision is made. For example, the wider economy. It is important to consider economic factors such as inflation and interest rates. Your money's purchasing power may be diminished by inflation, which would lessen the actual returns on your financial assets. It might also have an impact on the cost of other investing-related expenses, such as transaction or exit fees. (Lloyds Bank 2025)
Another factor that could impact investment is examples like competitors and market demand. For example, if a competitor is close by that has better options, then the consumers are highly likely going to go to the competitor instead, so it is important to consider the pricing strategy in order to have a competitive advantage. It is important for Greenacres PLC to understand the risks within the investment to avoid the company losing profit within the future. 

Why do decision-makers use non-discounting methods

When it comes to the continued popularity within discussing methods of investment appraisal, non-discounting methods has advantages such as Simplicity: Non-discounting techniques are comparatively easy to compute and comprehend and Fast Decision-Making: Particularly for short-term initiatives, they can offer a prompt evaluation of project viability. (James, 2024). This shows that non-discounting methods are a good way of seeing what investment is more effective within Greenacres PLC due to the simplicity of the methods to find out what investment is the more beneficial option within the long run. On the other hand, there can be disadvantages of non-discounting methods which can include Ignore Time worth of Money: Inaccurate project evaluations may result from discounting techniques that fail to take the time worth of money into consideration.
Limited Decision-Making Tool: For long-term projects with irregular financial flows, they might need to thoroughly evaluate project profitability. (James, 2024). This shows that it is important to decide whether discounting methods or non-discounting methods is the best decision within the company. 

Conclusion 

Overall, based on the calculations for the investment appraisal techniques, it clearly shows that investment B is the most profitable option out of option A, B and C. This is due to the calculations showing that each time option B was always the best out of all of the options. However, with option C having the highest Net Present Value of 4,715,877, this can be a negative as it has the highest investment option, calculations also show within the payback period method option C has the highest payback with 2.38 years which means it will not be profitable within the long run and will take longer to pay off the initial investment.
However, option B has a payback period of 1.91 years which is not as long as option C, the ARR method also shows option B is the most effective with an ARR of 67.5% meaning it is a highly profitable investment. 
Choosing option B with allow Greenacres to not invest as much as option C and still have a great profitability within the future. 


Recommendations 

· Checking local competitors and ensuring Greenacres has a competitive advantage against the local competition. 
· Research the market demand to ensure option B is a good consideration in terms of popularity within the area.
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