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EXECUTIVE SUMMARY
The project aims to determine the monetary performance of the Sainsbury retail business in the United Kingdom segmented into two primary approaches Ratio Analysis and Capital budget analysis. Firstly, Ratio analysis evaluates the financial health of a company assessing an entity’s liquidity, profitability, gearing, efficiency, and investment potential performance. However, the second task is evaluating three investment proposals allowing Greenacres Plc. Selecting the suitable option using Net present value and Internal rate of return approaches.
The report identified declining profitability, liquidity, efficiency, and investment potential of Sainsbury except for improving gearing performance. Afterward, Greenacres Plc is recommended to consider Investment Option B, considering its higher Net present value of £898k and accounting rate of return of 0.90 as against other investment options.
Robotic process automation is suggested to Sainsbury in improving the entire financial performance of the business as evidenced in the declining performance evident in the ratio analysis results. Followed by using a share buyback strategy for improving shareholder’s wealth and enhancing stock prices. Additionally, automated financial planning and analysis along with a cloud-based inventory management system integrated with the existing enterprise resource planning.
Equity and Debt financing are two sources of finance available to the business in deploying the suggested investment option B however, equity financing emerges as the suitable one with no payment obligation and raising large sums of money.
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INTRODUCTION
The report is about evaluating the financial performance of Sainsbury for the last two years from 2023 to 2024 considering ratio analysis capturing several aspects such as profitability, liquidity, efficiency, gearing, and shareholder performance. Sainsbury Company is considered for this report which is a retail business located in the United Kingdom and is the second largest supermarket chain after Tesco. Another part of the report is about evaluating the investment options of Greenacres PLC using net present value and internal rate of return to evaluate investment options and suggest sources of funding to fund the new investment option.
Company Background
A Giant retailer located in the United Kingdom Sainsbury achieved the greater milestone of sales exceeding £36 billion in the year 2023-24 showing 38% year-on-year growth over the last decade which is known for extensive businesses like supermarkets catering to the changing needs of customers providing affordable products along with premium product lines (Statista, 2024). It includes convenience stores named “Sainsbury Local” to supermarket chains offering clothing and electronics along with grocery items. Along with its offline presence, it has an online presence emerging as a second-leading online supermarket chain in the United Kingdom and a fifth-leading player in the online footwear market. Tesco is a direct competitor in the retail market landscape however, Sainsbury captures 15.3% of supermarket chains which is lesser compared to 27% of Tesco followed by other competitors like Amazon and Asda (Sainsbury, no date).
TASK 1 
Sainsbury’s Ratio Analysis 
Profitability Ratios
Particulars	Formula	  £m 2024	  £m 2023
Revenue	 	32700	31491
Gross Profit	 	2336	2004
Gross Profit Ratio	Gross profit/Revenue *100	7.14%	6.36%
 	 	 	 
Operating Profit	 	532	562
Operating Profit Ratio	Operating Profit Ratio/Revenue *100	1.63%	1.78%
 	 	 	 
Net Profit	 	137	207
Net Profit Ratio	Net Profit Ratio/Revenue *100	0.42%	0.66%
 	 	 	 
Ordinary shares	 	445	463
Reserves	 	1430	1418
Return on Owner's Equity	Net profit/Ordinary shares+Reserves*100	7.31%	11.00%
 	 	 	 
Total Assets	 	25061	26158
Current Liabilities	 	11452	11614
Return on Capital Employed	Net profit/Total Assets-Current Liabilities *100	1.01%	1.42%

Table 1 Profitability Analysis of Sainsbury
(Source: Self-Created)
Gross Profit Ratio

Figure 1 Gross Profit ratio
(Source: Self-Created)
Interpretations
The gross margin ratio determines the revenue generation capacity of Sainsbury by generating gross profit after deducting the cost of goods sales from the total sales and revenue which has slightly increased from the previous year 2023 showing a positive shift in the gross margins with the declining cost of goods sold and higher sales revenue reflecting effective cost regulation by the company which occurred due to competitive pricing strategies and better negotiation with the vendors and promoting higher profit margin (Mao, 2023). Sainsbury achieved this higher profitability growth in combating higher competition in the retail sector from Tesco its direct competitor operating a similar line of operation such as a supermarket and creating a place in the retail sector of the United Kingdom by meeting the needs of internal and external stakeholders.
Operating Profit Ratio


Figure 2 Operating Margin Ratio
(Source: Self-Created)
Interpretations
The operating profit ratio determines the operational capacity of the company in determining earnings before interest and tax by deducting operating expenses from its gross profit (Mulyani, Alpiah and Hakim, 2022). Operating expenses increased over the years resulting in a slight decline in the operating profit ratio from 1.78% to 1.63 impacting working capital and operational efficacy where marketing and other expenses spending limits get hampered due to declining operating profit over the period. The companies are required to optimize the existing operational expenses by effective allocation of resources among the team and enhancing sources of revenue. Companies’ financial management plays an important role in inducing operational efficacy in navigating excessive retail market competition by boosting strategic investments for spontaneous growth and automating streamlined processes.
Net Profit Ratio

Figure 3 Net Income Ratios
(Source: Self-Created)
Interpretations
Likewise, the declining operating profit ratio overall impacted the net profit ratio which has significantly declined from 0.66% to 0.42% due to rising interest and tax. The net profit ratio determines the net income generated by the entity after paying off all the expenditures from the earnings before interest and tax or operating profit which is a key factor for an investor in determining its investment decision in a company. Sainsbury is required to improve its operating profit and regulate its tax liability by utilizing tax deductions and decreasing the proportion of debt to decrease the interest expenses and focus on boosting the revenue by diversifying the business to generate higher revenue to support the overall profitability of a company. Further, it can be achieved by utilizing competitive pricing of different products and promoting high-margin products to generate higher and recurring profits and enhance customer satisfaction for repeat purchases (Gerpott and Berends, 2022).
Return on Owner’s Equity Ratio

Figure 4 Return on Equity Ratio
(Source: Self-Created)
Interpretations
Return on owner equity is a profitability ratio determining the potential of Sainsbury in utilizing shareholder equity in generating revenue in a business (Kadafi and Fuddin, 2023). Return on equity significantly declined from 10.39% to 6.82% considering declining revenue and equity over the period indicating Sainsbury is not effectively utilizing its shareholder fund in generating profits which is creating a financial crunch for the business and overall affecting the profitability of the company.
Return on Capital Employed Ratio

Figure 5 Return on Capital Employed Ratio
(Source: Self-Created)
Interpretations
Return on capital employed is a profitability measure determining the potential of Sainsbury generating profits using its capital has slightly declined from 1.42% to 1.01% portraying the impact on overall profitability and declined usage of assets contributing towards making profit (Boomathi, 2022). It Indicates Sainsbury needs to utilize its non-current assets in generating profits by making strategic investment decisions marking its presence in the retail industry of the United Kingdom and able to reduce financial risk by creating cash reserves in supporting the liquidity position.
Liquidity Ratios
Particulars	Formula	  £m 2024	  £m 2023
Current Assets	 	7581	7901
Current Liabilities	 	11452	11614
Current Ratio	Current Assets/Current Liabilities	0.66	0.68
 	 	 	 
Inventories	 	1927	1899
Quick asset	Current Assets- Inventories	5654	6002
Quick Ratio	Quick Asset/Current Liabilities	0.49	0.52
			

Table 2 Liquidity Ratios of Sainsbury
(Source: Self-Created)
Current Ratio

Figure 6 Current Ratio
(Source: Self-Created)
Interpretations
The current ratio as a liquidity measure in determining potential of Sainsbury evaluating its current assets potential in paying off current liabilities (Budi, Rahmi and Karamang, 2024). The current ratio slightly decreased from 0.68 to 0.66 due to rising current liabilities and declining current assets and also it is less than the benchmark standard of 1 so accordingly the current position of liquidity of an entity is not favourable and requires significant optimization of current assets and decreasing current liabilities. Currently, there is a liquidity risk for the company considering its liquidity position which is less than 1.
Quick Ratio

Figure 7 Quick Ratio
(Source: Self-Created)
Interpretations
It is also known as the acid test ratio determines the potential of current assets being liquid in nature that can easily convert into cash in case of emergency without relying on inventory or stocks as part of its assets (Sari, 2020). The quick ratio has declined slightly from 0.52 to 0.49 indicating a slight dependence on inventories hampering its liquidity in paying off short-term liabilities held in a business for less than a year. Sainsbury is required to improve its liquidity position by increasing cash and cash equivalents and trade receivables as part of its current assets decreasing Reliance on inventory and supporting the entire cash flow position of the business.
Gearing Ratio
Particulars	Formula	  £m 2024	  £m 2023
Long term borrowing	 	603	1130
Ordinary shares	 	580	575
Reserves	 	1522	1523
Gearing Ratio	Long term Borrowing/Long-term borrowing ordinary shares+Reserves *100	22.29	35.01

Table 3 Sainsbury's Gearing Ratio
(Source: Self-Created)

Figure 8 Gearing Ratio
(Source: Self-Created)
Interpretations
It is also known as the financial leverage ratio ensuring the risk-taking capacity of Sainsbury in evaluating debt proportion in an overall capital structure of business. It has tremendously declined from 35.01 to 22.29, a positive sign for Sainsbury showing its declining debt proportion in comparison to equity (Kassi et al., 2019). The declining gearing ratio occurred considering robust changes in long-term borrowing where Sainsbury reduced the proportion of debt and increased equity in its capital structure that supports the financial stability of the business. It also contributes to enhancing financial viability by decreasing existing financial risk which can be maintained by keeping lower levels of debt in a capital structure and enhancing results to deal with sudden situations in business ensuring optimal financial health.
Efficiency Ratios 
Particulars	Formula	2024 £m	2023 £m
Inventories	 	1899	1927
Cost of Sales	 	29409	30266
Stock Turnover in Days	Inventories/Cost of Sales *365	24	23
 	 	 	 
Receivables	 	627	582
Sales	 	31491	32700
Debtor Collection period in Days	Receivables/Sales *365	7	6
 	 	 	 
Payables	 	4837	5091
Cost of Goods	 	29409	30266
Creditor Payment Period in Days	Payables/Cost of Goods *365	60	61

Table 4 Sainsbury's Efficiency Ratios
(Source: Self-Created)
Stock Turnover Ratio

Figure 9 Stock Turnover Ratio
(Source: Self-Created)
Interpretations
The inventory turnover ratio determines the number of days required by an entity generating revenue from its stock held in a business. In the current case, stock turnover days have slightly increased from 23 to 24 days showcases a company is taking a long time to convert its inventories. A lower inventory turnover ratio contributes to the financial viability of the business and showcases its effective or optimum utilization of inventories in generating sales (Amanda, 2019). However, the rising stock turnover ratio or number of days indicates Sainsbury stocking its inventories which is impacting its financial health and entire profitability and hampering the cash flow position by retaining inventories for longer periods in a business. Company is recommended to consider effective inventory management practices such as a Just-in-time inventory approach by not storing inventories in the warehouse and only order according to customer orders.
Debtor Collection Period

Figure 10 Debtor Collection period
(Source: Self-Created)
Interpretations
It is also known as the accounts receivable ratio determining number of days Sainsbury is required in collecting money from its buyers or customers. The debtor collection period of the company has also increased from 6 days to 7 days reflecting cash shortages affecting cash flow and liquidity position in collecting payment from buyers. A lower debtor collection period is considered favourable for a business reflecting its effective credit management and converting its trade receivables into cash supporting the liquidity position (Romero-Lara, Comino and De Adana, 2022). A slight increase in the trade receivable ratio of Sainsbury requires them to boost their collection period by using a trade factoring approach hiring collectors to collect payment from customers to support the cash flow. In this manner, an entity will ensure its liquidity and profitability by utilizing sufficient working capital in a business.
Creditor Payment Period

Figure 11 Creditor Payment Period
(Source: Self-Created)
Interpretations
It has another name for trade payables period determining number of days a company takes in paying off its suppliers. A higher credit payment period indicates the company is utilizing the money for improving its cash flows and further investment but in this case credit payment period has decreased from 61 days to 60 days where the cash flow position has been impacted by early paying suppliers. However, timely payment of suppliers ensures a smooth relationship between the company and vendors. However, Sainsbury is required to negotiate better with the suppliers enhancing the credit payment period and supporting the cash flow position by retaining cash for a longer period in a business without impacting the relationship with supplies. It can be achieved by taking more credit periods from the suppliers to support the liquidity position and ensure financial viability.
Investor Ratios
Particulars	Formula	  £m 2024	  £m 2023
Profit before interest and tax	 	327	277
Interest 	 	309	336
Interest Cover	Profit Before interest and Tax/Interest	1.06	0.82
 	 	 	 
Dividend per share	 	13.1	13.1
Market Value per share	 	295.17	273.6
Dividend Yield	Dividend Yield/Market Value per share*100	4.44%	4.79%

Table 5 Sainsbury's Investor Ratios
(Source: Self-Created)
Interest Cover

Figure 12 Interest Coverage Ratio
(Source: Self-Created)
Interpretations
The interest coverage ratio determines the potential of Sainsbury by evaluating capacity in terms of paying interest on loans utilizing the operational profit of the company. The interest coverage ratio has increased from 0.82 to 1.06 showcasing that rising operating profit is capable enough to pay off the finance cost of the company. Improvement in the ratio indicates better financial viability of a business and reduced payment default in paying obligations on debt financing (Ji, 2019). According to the benchmark interest coverage ratio is higher than one showcase hire profitability of the company in paying entrance expenses.
Dividend Yield

Figure 13 Dividend Yield Ratio
(Source: Self-Created)
Interpretations
The dividend yield is another investor ratio evaluating the return on investments of shareholders in the form of dividends every year. The dividend yield has slightly decreased from the previous year 4.79% to 4.44% indicating the declining market value of the share as the dividend stays the same over the period. A lower dividend yield showcases a rising price of share which is favourable for investors to consider their investment decision. However, investors focusing on income derived from its investment cannot be attracted to Sainsbury’s current performance due to decreasing dividend yield as they are looking to generate higher dividends out of its investment. Sainsbury can ensure stable dividend yield maximizing the wealth of shareholders by adjusting its dividend policy or through the buyback of shares in appreciating the value of dividends and reducing the reinvestment of profit in a business.
State the Limitations of Ratio Analysis Approach 
Ratio analysis uses historical financial information from annual financial statements to determine financial viability without considering actual changes in the external market. Inflation and economic changes are disregarded while using the ratio analysis approach where the financial performance of companies is only determined based on financial statements compiled in the form of annual reports which can be outdated and manipulated as it is prepared by businesses that directly impact the financial performance or trends as it is only based on the previous year information or data which is not a feasible form of taking a decision about a company. Ratio analysis does not consider industry comparison of a company with other businesses in a similar industry such as comparing Sainsbury to other businesses in a retail industry. Lack of industry comparison does not give a bigger picture to an entity about its competitors in an industry as it is just determining the financial performance of a company based on their financial statements which does not result in strategic decisions (Greenacre, 2021). 
There are different accounting policies and standards followed by businesses that impact their overall financial performance which is one of the limitations of ratio analysis where it does not compare with businesses that use different accounting policies and treatment which could drastically impact the oral financial performance (Li, Xie and Ruan, 2023). Ratio analysis does not consider the economic impact where inflationary pressure can affect profitability and return on assets affecting the overall profit margins of the company as it is relying on historical cost of data by disregarding the external economic market considering inflation. It could mislead investors about a company’s actual financial position by not considering inflation's impact in deciding whether to invest in a company or not. 
Moreover, ratio analysis just considers the financial elements of a business considering quantitative aspects determining profitability and liquidity but disregarding quality aspects such as the company’s Goodwill, customer satisfaction score, and quality of services which are not part of ratio analysis (Khanal et al., 2023). However, all these factors play an important role in impacting the profitability of the company by deciding loyalty among customers which is linked with productivity and profitability of the business. 
Moreover, seasonal fluctuations are not considered in determining profitability which could impact the revenue considering seasonal changes in the market and changing tastes and preferences of customers decrease or increase sales which is directly affecting profitability and impacting the overall financial health of a business. Also, Window dressing is a common problem impacting the authenticity of financial statements in annual reports as the company wants to impress its investors by increasing the company’s profitability on paper which could lead to misleading results, and Investors making decisions only based on financial ratios cannot work for the long term (Hillier et al., 2008).  Moreover, ratio analysis emphasizes on short-term performance of growth of an entity by not emphasizing a long-term period which impacts the sustainability growth of a business.
Give Recommendations to Sainsbury’s Financial management
It is recommended to Sainsbury considering financial performance based on the ratio analysis mentioned above to use robotic process automation for improving the efficacy of business operations. It is an automatic process under which robots-enabled software is used in simplifying complex business processes decreasing the manual Labour (Herm et al., 2022). These tasks include inventory management, financial reporting, invoicing, and procurement. It can improve its operating profit performance by streamlining business operations decreasing the chances of human error and enhancing the accuracy of processes. Also, it can automate the tracking of inventories create smooth communication with suppliers, and optimal utilize human resources for strategic initiatives for sustainable growth. Sainsbury can use platforms such as Automation Anywhere and UiPath to integrate with their current business systems. Similarly, can improve operation performance by decreasing rising operation expenses ensuring productivity, and increasing profitability over the period. 
Secondly, it is suggested that Sainsbury use a share buyback approach in which the company buys its shares from the market decreasing the number of outstanding shares. It will create a direct impact on improving the return on equity of the company by raising the equity value of each share. In the case of an undervalued share price or excessive cash reserves company can create shareholder value by raising earnings per share value enhancing the monetary performance of the company (Alquhaif, Al-Gamrh and Latif, 2020). Considering the existing declining return on equity this deployment of a share buyback strategy results in boosting return on equity or share price performance. It helps ensure the optimum financial health of a business contributing to creating a sustainable liquidity position without affecting the overall cash flow of an entity. A business can initiate a share buyback process through tender and giving an open market purchase offer under the supervision of a business and financial analyst reviewing the entire impact on companies’ performance also it improves investors’ confidence and raises stock prices creating a favourable impact on business. 
Moreover, advanced financial planning and analysis automation is suggested for effective allocation of capital among businesses allowing Sainsbury to effectively manage their capital for effective allocation among several projects. The automation approach uses advanced Data analytics allowing Sainsbury to make informed decisions regarding capital location among strategic projects (Ananieva, 2022). Further, it helps in improving the return on equity of business by allocating capital boosting strategic projects increasing sustainable growth. As part of this process an entity can use software such as Adaptive Insights helps monitor the progress of the financial team of the company keeping track of capital expenditures and assets taking effective decision-making (Tetteh, 2024). Also, the process helps in determining higher margin areas for effective allocation of capital using the software or business automation process. All these will support the long-term financial planning of the business ensuring proper allocation of resources meeting long-term investment requirements and maximizing the wealth of shareholders. 
Finally, it is recommended that Sainsbury use a cloud-based inventory management system to track inventory progress in real time boosting suppliers’ efficiency using Net suit allowing a company to improve its liquidity performance such as current and quick ratio which is declining currently (Bose et al., 2022). The software helps in capturing real-time data about inventory usage to avoid the situation of stock-out options in catering to the expectations of customers. The automated cloud base system helps in reducing the manual stock replenishment automatically ensuring the replenishment replacement of stock as per the need it will get integrated with the existing enterprise resource planning software for effective cash and inventory management.


TASK 2 
Net present value of Investment Options 
Net Cashflow Analysis
Proposal A
Particulars	Description 	0 Year (£’000)	1 Year (£’000)	2 Year (£’000)	3 Year (£’000)	4 Year (£’000)
Initial capital	 	660	 	 	 	 
Cash Flow	 	 	300	400	450	500
Depreciation @20%	 	 	132	132	132	132
Taxable Cash Flow 	Deducting Depreciation from Cash flow	 	168	268	318	368
Tax Liability @25%	Determining Taxable Cash flow at 25%	 	42	67	80	92
Cash Flow after tax	Adding Depreciation in the Cash flow after Tax 	 	126	201	238	276
Net Cash flow	Cash flow after Tax Capital Allowance	 	258	333	370	408

Table 6 Net Cash Flow of Investment option A
(Source: Self-Created)
Proposal B
Particulars	Description 	0 Year (£’000)	1 Year (£’000)	2 Year (£’000)	3 Year (£’000)	4 Year (£’000)
Initial capital	 	1000	 	 	 	 
Cash Flow	 	 	500	550	700	950
Depreciation @20%	 	 	200	200	200	200
Taxable Cash Flow 	Deducting Depreciation from Cash flow	 	300	350	500	750
Tax Liability @25%	Determining Taxable Cash flow at 25%	 	75	88	125	188
Cash Flow after tax	Adding Depreciation in the Cash flow after Tax 	 	225	262	375	562
Net Cash flow	Cash flow after Tax Capital Allowance	 	425	462	575	762

Table 7 Net Cash Flow of Investment option B
(Source: Self-Created)
Proposal C
Particulars	Description 	0 Year (£’000)	1 Year (£’000)	2 Year (£’000)	3 Year (£’000)	4 Year (£’000)
Initial capital	 	1700	 	 	 	 
Cash Flow	 	 	500	800	1050	1200
Depreciation @20%	 	 	340	340	340	340
Taxable Cash Flow 	Deducting Depreciation from Cash flow	 	160	460	710	860
Tax Liability @25%	Determining Taxable Cash flow at 25%	 	40	115	178	215
Cash Flow after tax	Adding Depreciation in the Cash flow after Tax 	 	120	345	532	645
Net Cash flow	Cash flow after Tax Capital Allowance	 	460	685	872	985

Table 8 Net Cash Flow of Investment option C
(Source: Self-Created)
NPV of Proposal A
Proposal A
Year	Net Cash Flow (In £’000)	Discounting factor @6%	Present Value (In £’000)
0	-660	1	-660
1	258	0.943396226	243
2	333	0.88999644	296
3	370	0.839619283	311
4	408	0.792093663	323
Total	 	 	1174
Less Initial Investment	 	 	-660
Net Present Value	 	 	514

Table 9 NPV of Investment option A
(Source: Self-Created)
Interpretations
The net present value (NPV) method is a capital appraisal technique evaluating the financial viability of an investment proposal allowing investors to make suitable decisions in identifying the profitability of investment options and determining the present value of cash flows discounted at the cost of capital (Ji et al., 2023). It is important for effective decision-making using the time value of money concept to determine future profitability in the present. Positive net present value portrays the financial viability of a project whereas negative NPV suggests the project will generate a loss in the future. 
Above mentioned proposal A generates a positive NPV of £514k at an initial capital cost of £660k in a time span of 4 years at a 6% cost of discounting rate. The positive NPV of this proposal showing the project well generate profit for the business by recovering its cost of capital. From the perspective of selecting on the basis of financial viability positive NPV of £514k indicating the project is suitable enough to recover initial investment and generate profit is one of the suitable options Greenacre PLC can consider.
NPV of Proposal B
Proposal B
Year	Net Cash Flow (In £’000)	Discounting factor @6%	Present Value ( In £’000)
0	-1000	1	-1000
1	425	0.943396226	401
2	462	0.88999644	411
3	575	0.839619283	483
4	762	0.792093663	604
Total	 	 	1898
Less Initial Investment	 	 	-1000
Net Present Value	 	 	898

Table 10 NPV of Investment option B
(Source: Self-Created)
Interpretations
Net present value methods determine whether the project will generate a return in the future or not which is the primary concern of every investor that a project is feasible for investing or not. Investment in this project accounts for £1000k which is higher than proposal A however final output or NPV accounts for £898k which is positive and even higher than proposal A generating a higher net present value recovering the cost of capital and enhancing its chances of consideration showing the potential of recovering the cost and generating higher return in future. It is an investment-worthy option considering the higher net present value or higher profitability of the project after detecting all costs and expenditures in a similar period of 4 years.
NPV of Proposal C
Proposal C
Year	Net Cash Flow (In £’000)	Discounting factor @6%	Present Value ( In £’000)
0	-1700	1	-1700
1	460	0.943396226	434
2	685	0.88999644	610
3	872	0.839619283	732
4	985	0.792093663	780
Total	 	 	2556
Less Initial Investment	 	 	-1700
Net Present Value	 	 	856

Table 11 NPV of Investment option C
(Source: Self-Created)
Interpretations
Initial investment of proposal C is the highest among all the proposals that is £1700k however resulting outcome or NPV accounts for £856k which is lesser compared to proposal B but higher compared to proposal A Indicating second best financially viable project after proposal B based on the net present value also comparing the proportion of the net present value of project of both the proposal C and B about their capital investment which is £1700k for proposal C and £1000k proposal B.
It is recommended that Greenacres PLC consider proposal b generating a higher profit or net present value of £898k generating the highest among the three proposals and the second-best proposal is proposal C with £856k NPV and proposal A with lower £514k.
Internal rate of Return (IRR) of Investment Options 
IRR of Proposal A
Proposal A
Year	Net Cash Flow (In £’000)	Discounting factor @6%	Present Value ( In £’000)	Discounting factor @18%	Present Value ( In £’000)
0	-660	1	-660	1	-660
1	258	0.943396226	243	0.847457627	219
2	333	0.88999644	296	0.71818443	239
3	370	0.839619283	311	0.608630873	225
4	408	0.792093663	323	0.515788875	210
NPV	 	 	514	 	233

Table 12 IRR of Investment option A
(Source: Self-Created)
Step 1 	Determining NPV at first and Second Rates
NPV @ 6%	514	 
NPV @18%	233	 
 	 	 
Step 2	Adding NPV of both the rates
Summation of NPV	514+233	747
Step 3	Deduction first rate from second Rate
Deduction of Rates	18%-6%	12.0%
 	 	 
Step 4	Comparing total NPV contribution with Remaining Rates
IF	747 = 10%	 
1% = 747/12	62.25	 
Step 5	Calculating Proposal A IRR
Therefore;	514/62.25 = 8.22%	 
 	 	 
IRR for A	6%+8.22%= 14.22%	14.22%

Table 13 IRR Calculations for A
(Source: Self-Created)
Interpretations
The internal rate of return of the first proposal accounts for 14.22% which is more than twice of project’s cost of capital which accounts for 6% showcasing a positive return on investment this project by Greenacre PLC considering the higher profitability rate of return which is further compared with all other proposals in selecting the suitable one. Internal rate of return is another method of capital budgeting that helps in evaluating projects on the basis of determining future rate of return where a positive return or higher than the cost of capital indicates a project is feasible and recovering initial cost of capital and generating profitability making it investment worthy options.
IRR of Proposal B
Proposal B
Year	Net Cash Flow (In £’000)	Discounting factor @6%	Present Value ( In £’000)	Discounting factor @18%	Present Value ( In £’000)
0	-1000	1	-1000	1	-1000
1	425	0.943396226	401	0.847457627	360
2	462	0.88999644	411	0.71818443	332
3	575	0.839619283	483	0.608630873	350
4	762	0.792093663	604	0.515788875	393
NPV	 	 	898	 	435

Table 14 IRR of Investment option B
(Source: Self-Created)
 	 	 
Step 1 	Determining NPV at first and Second Rates
NPV @ 6%	898	 
NPV @18%	435	 
Step 2	Adding NPV of both the rates
Addition of NPV	898+435	1333
Step 3	Deduction first rate from second Rate
Deduction of Rates	18%-6%	12.0%
Step 4	Comparing total NPV contribution with Remaining Rates
IF	1333 = 12%	 
1% = 1333/12	111.08	 
Step 5	Calculating Proposal B IRR
Therefore;	898/111.08= 8.08%	 
IRR for B	6%+8.08%= 14.08%	14.08%

Table 15 IRR Calculations for B
(Source: Self-Created)
Interpretations
Now, the internal rate of return or future profitability returns of project of proposal B accounts for 14.08% which is slightly lesser compared to proposal A which generates a 14.22% return as it has a higher than 6% cost of capital of the project can consider as a second-best choice after proposal A on the basis of return. However, the net present value method is also taken into consideration while determining the project and not just on the basis of the rate of return.
IRR of Proposal C
Proposal C
Year	Net Cash Flow (In £’000)	Discounting factor @6%	Present Value ( In £’000)	Discounting factor @18%	Present Value ( In £’000)
0	-1700	1	-1700	1	-1700
1	460	0.943396226	434	0.847457627	390
2	685	0.88999644	610	0.71818443	492
3	872	0.839619283	732	0.608630873	531
4	985	0.792093663	780	0.515788875	508
NPV	 	 	856	 	221

Table 16 IRR of Investment option C
(Source: Self-Created)
 	 	 
Step 1 	Determining NPV at first and Second Rates
NPV @ 6%	856	 
NPV @18%	221	 
Step 2	Adding NPV of both the rates
Summation of NPV	856+221	1077
Step 3	Deduction first rate from second Rate
Deduction of Rates	18%-6%	12.0%
Step 4	Comparing total NPV contribution with Remaining Rates
IF	1077 = 12%	 
1% = 1077/12	89.75	 
Step 5	Calculating Proposal B IRR
Therefore;	856/89.75= 9.53%	 
IRR for C	6%+9.35% = 15.35%	15.35%

Table 17 IRR Calculations for C
(Source: Self-Created)
Interpretations
Finally rate of return of proposal C accounts for 15.35% which is the highest among all other proposals generating higher profitability or return on equity for the company supporting the cashflow position and profitability of the company by opting for this investment option.
On the basis of the internal rate of return analysis of all these three projects, it is recommended to consider proposal C considering its higher rate of return of 15.35% although, the net present value method of this proposal is lesser compared to proposal B but solely based on internal rate of return proposal C is considered at it is generating higher rate of rate.
Determine the importance of Net present value as the feasible capital appraisal technique 
It is important to determine several reasons justifying the net present value method as a popular capital appraising tool in evaluating investment options in determining the profitability of the project in the present time are mentioned below:
The time value of money concept is one of the factors this approach is highly recognizable among all other capital budgeting methods as it uses this concept in determining future profitability of investment in the present time giving assurance to investors to invest in a project that will generate profit in future period that differentiates itself from other methods like payback period that just determine timeline in which project will generate return and does not give specific information about profitability (Pradnyawati, Putrayasa and Sudiadnyani, 2021). Moreover, it promotes effective decision-making by generating positive or negative net present value of investment projects allowing investors to make decisions on the basis of projects that generate profit and reject projects generating loss in the future. 
Furthermore, it gives a holistic overview of the future profitability of projects evaluating cash flows and determining the creditworthiness of the project which differentiates from other methods like accounting rate of return that just determine rate of return of the project ignoring the timeline in which the project will generate profit (Claggett, 2018). It also helps in adjusting the risk of a project using discounting rates evaluating uncertainty that could impact project performance as the market is volatile which is better compared to the payback period method that does not consider market volatility invalidity future cash flows.
Explains factors an investor needs to use in evaluating projects
There are several factors considered by an investor while evaluating investment proposals and making decisions based on results are mentioned as follows: 
Profitability determines the future decisions of an investor by determining net present value using the time value money concept, evaluating cash flows using discounting rate, determining present value, and identifying if a project will generate positive and negative returns and making decisions on that basis (Kurniawan, Marhamah and Heridiansyah, 2023). Moreover, determining the internal rate of return where the NPV of a project equals zero means generating a return by covering the initial cost of investment where investors can make decisions based on higher and reject on the basis of a lower internal rate of return which is less than the cost of capital.
Moreover, the timeline also plays an important role in evaluating investment options, determining the time required by the project to recover the initial cost of capital supporting the liquidity position of a business, and embracing the profitability of a business where every investor wants to make an investment that generates returns quickly or spontaneously (Imteaz, Bayatvarkeshi and Karim, 2021). Project risk and market uncertainty are other important factors that help in determining the financial feasibility of a project considered in external market conditions that play an important role in impacting the future profitability of investment options in evaluating project sensitivity.
Net Present Value Contribution of Optimum Investment Policy
Proposals	Formula	NPV	Initial Investment	Accounting Rate of Return	Funding Priority
A	NPV / Initial Investment	514	660	0.78	2
B		898	1000	0.90	1
C		856	1700	0.50	3

Table 18 Accounting rate of Return
(Source: Self-Created)
Constraint Budget is of 25,00,000	 
Project	Initial Investment	Remaining Budget	Project %
B	66,00,000	2500,000-660,000 = 1840000	100%
A	1000000	1840000-1000000 = 840000	100%
C	1700000	840000	49.4%
NPV Contribution
Project	NPV	Project %	NPV Contribution
A	514	100%	514
B	898	100%	898
C	856	49.40%	423
Total	 	 	1835

Table 19 Optimal Investment
(Source: Self-Created)
Interpretations
Net present value contribution of optimized investment policy accounts to 1835 derived by allocating budget according to project constraint of 25 lakh. Project priority is given on the basis of the accounting rate of return which is determined by comparing the net present value of a project with its initial investment generating 0.90 for Proposal B, 0.7 for proposal A, and 0.50 for proposal C. In this manner, proposal B is given first priority in fully funding the project of 1000 out of 2500 lac which generates an NPV contribution of 898 Lac followed by giving fully funding project to proposal A of 660000 with NPV of 514000 and lastly utilizing the remaining fund of 840000 in funding proposal b on of fraction of 49.4 0% and a similar proportion is used in determining and NPV contribution that is 423000.
Discuss sources of Funding in deploying suggested investment option 
There are two prominent sources of finance such as equity and debt finance which a recommended in evaluating the suggested investment option of proposal B. Equity financing is a widely popular source of funding where a company raises capital by issuing equity shares to investors in Favor of ownership in the company. There is no obligation of repayment in the case of equity financing as an investor will get ownership in a company and get a return on the investment in the form of dividend and participate in the board meeting or annual general meeting taking active participation in the company endeavors (Dirse and Japee, 2024). It gives the potential to raise large sums of money by issuing shares with no obligation of repayment. Greenacres PLC can easily raise £1000k by showing shares among investors in generating profitability of £898k to give substantial return to its shareholders. 
Moreover, another option held within an entity is to use debt financing where a company can take debt from external parties through bank loans or bonds, however, it increases financial pressure and repays the principal payment along with interest as a finance cost (Feng and Wu, 2021). However, it safeguards the ownership and control of a business as debt lenders do not hold ownership and business and do not interfere in business proceedings. 
It is recommended that Greenacres PLC consider equity financing in funding proposal B with no obligation of repayment and also support financial health by keeping the lower proportion of debt in a capital structure to ensure optimal gearing performance of the business.
Explain pros and cons of different sources of Funding
From the financial viewpoint equity financing offers flexibility by not repaying the amount whereas debt financing requires a company to repay the amount along with interest. In equity financing, investors demand ownership and exchange of capital whereas debt financing does not dilute any ownership. Equity financing supports cash flow position whereas Debt financing impacts cash flow by monthly payment of principal and interest. 
From an economic perspective equity financing expands the business by supporting sustainable long-term growth without any financial burden of repaying amount whereas debt financing creates financial pressure affecting liquidity with the recurring cash outflow (Manyanga et al., 2023).
CONCLUSION
It is concluded from the above-mentioned report summarizing the declining profitability performance of Sainsbury over the years with slightly decreasing liquidity performance of the company. The gearing ratio has declined indicating the favourable position of Sainsbury reducing the portions of debt in its capital structure in comparison to the Equity expanding its business potential. Efficiency performance has been slightly impacted by increased stock turnover, debtor collection, and creditor payment period putting financial strain on the company. Share performance is declining impacting the investment worthiness of Sainsbury affecting the confidence of all the investors attracting towards its investors Tesco. Investment option analysis performed using net present value method and internal rate of return evaluating the financial potential of the proposals selecting the suitable generating profitability for the business in the future period of 4 years. Based on the Net present value approach, Proposal B is recommended considering its higher project return of £898k as against two other proposals generating lesser profit in the form of NPV of £856k and £514k. Moreover, based on the Internal rate of return Proposal C beats all other options by generating 15.35% however not preferred due to the lesser NPV of £856k as against higher project profit in the future which is why is given higher preference. Moreover, Proposal C got third priority in the optimal investment policy due to its lesser accounting rate of return of 0.50 that’s why got funding of £840k out of £2500k as other proposals got full project funding due to its higher accounting rate of return of 0.90 of Proposal B and 0.78 of Proposal A. Nevertheless, Equity as a source of funding is suggested to fund the Investment option B due to no payment obligation in comparison to Debt financing.
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APPENDIX
Appendices 1 Income statement
 	 	 	52 Weeks to 2 March 2024	 	 	52 Weeks to 4 March 2023	 
 	 	 	items	Total	 	items	Total
 	 	Underlying	(Note 5)	 	Underlying	(Note 5)	 
 	Note	£m	£m	£m	£m	£m	£m
Revenue	6	32,721	-21	32,700	31,491	-	31,491
Cost of sales	 	-30,127	-139	-30,266	-28,996	-413	-29,409
Impairment loss on financial assets	 	-98	-	-98	-78	-	-78
Gross profit/(loss)	 	2,496	-160	2,336	2,417	-413	2,004
Administrative expenses	 	-1,553	-309	-1,862	-1,480	-35	-1,515
Other income	 	52	6	58	35	38	73
Operating profit/(loss)	 	995	-463	532	972	-410	562
Finance income	10	30	51	81	18	56	74
Finance costs	10	-324	-12	-336	-300	-9	-309
Profit/(loss) before tax	 	701	-424	277	690	-363	327
Income tax (expense)/credit	11	-185	45	-140	-157	37	-120
Profit/(loss) for the financial year	 	516	-379	137	533	-326	207


Appendices 2 Balance Sheet
 	 	2024	2023
Non-current assets	Note	£m	£m
Property, plant and equipment	14	9,282	8,201
Right-of-use assets	15	4,296	5,345
Intangible assets	16	806	1,024
Investments in joint ventures and associates	 	2	2
Financial assets at fair value through other comprehensive income	18	761	515
Trade and other receivables	20	108	56
Amounts due from Financial Services customers and other banks	21	1,467	1,908
Derivative financial assets	30	68	217
Net retirement benefit surplus	34	690	989
 	 	17,480	18,257
Current assets	 	 	 
Inventories	19	1,927	1,899
Trade and other receivables	20	582	627
Amounts due from Financial Services customers and other banks	21	3,050	3,484
Financial assets at fair value through other comprehensive income	18	17	494
Derivative financial assets	30	8	70
Cash and cash equivalents	31	1,987	1,319
 	 	7,571	7,893
Assets held for sale	22	10	8
 	 	7,581	7,901
Total assets	 	25,061	26,158
Current liabilities	23	 	 
Trade and other payables	 	-5,091	-4,837
Amounts due to Financial Services customers and other deposits	24	-5,515	-4,880
Borrowings	33	-65	-53
Lease liabilities	15	-515	-1,533
Derivative financial liabilities	30	-28	-16
Taxes payable	 	-125	-155
Provisions	25	-113	-140
 	 	-11,452	-11,614
Net current liabilities	 	-3,871	-3,713
Non-current liabilities	23	 	 
Trade and other payables	 	-11	-
Amounts due to Financial Services customers and other deposits	24	-206	-1,066
Borrowings	33	-1,130	-603
Lease liabilities	15	-4,839	-4,956
Derivative financial liabilities	30	-59	-58
Deferred income tax liability	11	-329	-476
Provisions	25	-167	-132
 	 	-6,741	-7,291
Total liabilities	 	-18,193	-18,905
Net assets	 	6,868	7,253
Equity	 	 	 
Called up share capital	26	678	672
Share premium	 	1,430	1.418
Merger reserve	 	568	568
Capital redemption and other reserves	27	955	954
Retained earnings	 	3,237	3,641
Total equity shareholders funds	 	6,868	7,253

















Gross Profit Ratio 	
2024	2023	7.1437308868501526E-2	6.3637229684671809E-2	



Operating Profit Ratio	
2024	2023	1.6269113149847095E-2	1.784636880378521E-2	



Net Profit Ratio	
2024	2023	4.18960244648318E-3	6.5733066590454416E-3	



Return on Owner's Equity	
2024	2023	6.8159203980099503E-2	0.10386352232814852	



Return on Capital Employed	
2024	2023	1.0066867514145051E-2	1.4232673267326733E-2	



Current Ratio	
2024	2023	0.66198044009779955	0.68029963836748752	



Quick Ratio	
2024	2023	0.49371288857841428	0.51679008093680046	



Gearing Ratio	
2024	2023	22.292051756007396	35.006195786864929	



Stock Turnover Ratio	2024	2023	23.568805467713961	23.239113196325913	



Debtor Collection	2024	2023	7.2673144708011819	6.496330275229357	



Creditor Payment 	2024	2023	60.032813084429932	61.396121059935233	



Interest Cover Ratio	2024	2023	1.058252427184466	0.82440476190476186	



Dividend Yield	2024	2023	4.4381204051902289E-2	4.7880116959064321E-2	
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