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1. Introduction 
General electronics is a multinational corporation that has operated in the consumer electronics market highly regarded due to its innovative technology and assorted products (General Electric, 2019). Nevertheless, within the recent years, the company has been in a state of acute financial difficulties because of the sales, high operational expenses, and heightened competition in the market. In this report, the study is going to examine the five-year financial performance of the firm, extract the main causes of its downfall and offer a turnaround proposal that would put the firm back on the road to sustainability. It contains financial health analysis, working capital analysis, financial re-structuring, and investment appraisal.
[bookmark: _94o7ee1sqnfc][bookmark: _Toc213194603]2. Financial Health Check 
[bookmark: _t9j1uh7msxon][bookmark: _Toc213194604]2.1 Overview of Financial Position
[bookmark: _Toc213194605]2.1.1 Income Statement
The overall revenue of General Electronics has been on a sharp decline with net sales reducing to £394,879m in 2024 against a high of 614,680m in 2020 due to the low demand in the market and competitive forces. The gross profit declined considerably, which points to the increase in the cost of production and inefficiency in the prices (Martini et al., 2023). Operation costs were also high, and the company experienced operating losses this year and the following (2023: -85,301m), 2024: -15,297m). Although the figures showed slight cost cuts, a net loss of 24, 029m was recorded in 2024 after massive loss of 98, 238m in 2023, which is an indication that the company is experiencing immense inefficiency in its operations, and its costs are being mismanaged.
[bookmark: _Toc213194606]2.1.2 Balance Sheet
Total assets declined between 2020 when the total assets stood at 510,290m, to 2024 with 323,354m, which was mainly caused by the decrease in current assets and fixed assets. The current liabilities fell by a small margin, but there was an increment in the lines of credit, which shows the increasing reliance on outsourcing among borrowing. The accumulated losses continued to destroy the equity of shareholders who now stood at 153,105m in 2024 and the treasury stock buying activity made the capital base even weaker.
[bookmark: _Toc213194607]2.1.3 Cash Flow Statement
The operating cash flow of the firm has been slightly better in 2024 to become £14,822m but it is not stable. There are high net losses of the company with slight depreciation gains and frequent borrowings under lines of credit out of liquidity pressure (Naser, Bany-Ariffin and Tunde Matemilola, 2024). The negative cash flows of investing as in persistently negative are indications of continuous disposition of assets, which implies that General Electronics is marrying activities to support its operations as opposed to creating organic cash flows.
[bookmark: _i8173kk8v2jo][bookmark: _Toc213194608]2.2 Ratio Analysis
[bookmark: _Toc213194609]2.2.1Liquidity Ratios Analysis
Current Ratio 
The current ratio of General Electric did not change much from 2021 to 2023 (1.5- 1.6), but lowered to 1.53 in the year 2024. This represents a solid liquidity position and sufficient short-term solvency.
Acid Test Ratio 
The acid-test ratio was between 0.91 and 1.15 during 20202024, and 1.03 in 2024. This is the moderate enhancement of the immediate liquidity indicating the capacity of GE to cover short-term liabilities without nearly relying on stocks (Li, 2023).
[bookmark: _Toc213194610]2.2.2 Profitability Ratios Analysis
 Net Margin Ratio
General Electric has experienced fluctuations in terms of net margin as the company recorded net losses of -23 and -6 in 2023 and 2024 respectively; it indicates that the company has been facing difficulties in its profitability, as the net margin represents profits as profit margin (Budiyanta, 2021).
Gross Margin Ratio
The gross margin was steady (23%-32) with 29% in 2024, which suggests that the production was efficiently being carried out although the revenues were going down, operation control partially occupied the falling net profits (Mahdi and Khaddafi, 2020).
[bookmark: _Toc213194611]2.2.3 Leverage Ratios Analysis
Debt Ratio: 
The debt ratio of GE grew showing a dependency on debt financing since it was 0.39 in 2020 and 0.53 in 2024.
Debt-to-Equity Ratio: 
This increases to 1.11-0.63 which shows that there is an increase in financial leverage as well as the exposure to risk.
Equity Ratio: 
The equity ratio decreased to 0.47 after it was at 0.61, which means that it utilizes less owner financing and more borrowed money in the long term.
[bookmark: _Toc213194612]2.2.4 Efficiency Ratios Analysis
Inventory Turnover Ratio 
The ratio in 2024 was 4.98 when it was 4.76 in 2023, which means it manages the inventory more correctly and moves the stock more quickly.
 Receivable Turnover Ratio
It has increased to 3.46 in 2024 (a decrease since 3.73 in 2023) indicating slower efficiency in collection. GE had an average level of operational efficiency despite the fluctuations in revenue, which means that the company had a moderate working-capital and asset-usage management (Handoyo et al., 2023).
[bookmark: _Toc213194613]2.2.5 Investment Ratios Analysis
Earnings per Share (EPS):
EPS became negative in 2023 and 2024 because of a significant loss, reaching -22.60 in 2024, this is a poor performance in terms of profitability.
Price-Earnings Ratio: 
Negative P/E over the past years is an indication of bad performance earnings (Ghaeli, 2020). Despite a slight positive change in GE market price in 2024, the attractiveness of the investment in the country continued to be low, as negative returns continued to happen.
[bookmark: _Toc213194614]2.2.6 Cash flow Ratio Analysis 
Operating Cash Flow Ratio:
The operating cash flow ratio of General Electric decreased to 0.09 in 2024, compared to 0.16 in 2023, which shows that the company generates less cash as compared to current liabilities. This implies a low liquidity and poor capacity to finance short term liabilities as a result of operational activities (Nam and Thi, 2024).
Cash Flow to Debt Ratio:
 The ratio was also very low in 20202024 with little cash covering total debt. This is indicative of the growing reliance of GE on external funding and reduction in the cash capacity used to pay off debt. [Referred to Appendix 1]
[bookmark: _slpskwatsczt][bookmark: _Toc213194615]2.3 Trend and strength and threat Analysis
[bookmark: _Toc213194616]2.3.1 Trend Analysis 
The financial trends of General Electric in 2020-24 depict a mixed picture of performance. The liquidity ratios were relatively steady, which means that solvency is steady in the short term, but some slight negative trend in 2024 seems to indicate constrained cash flow. The profitability levels sank significantly and net margins became negative as revenues contracted and costs grew. Leverage ratios rose and it indicates more reliance on debt and less equity. Efficiency ratios also increased a bit in 2024 with the company demonstrating better inventory management. Nonetheless, low investment and cash flow ratios indicate a falling investor confidence and the capacity of internal funding (Adu‐Ameyaw et al., 2022). In general, the company's financial performance shows that GE is financially strained despite the enhancement of the operational efficiency. [Referred to Appendix 2]
[bookmark: _Toc213194617]2.3.2 General Electric (2020–2024) – Financial Strengths and Weaknesses
	Category
	Strengths
	Weaknesses

	Liquidity
	Maintained a stable current and acid-test ratio around 1.5, reflecting the company’s ability to meet short-term obligations.
	Slight decline in 2024 indicates tightening liquidity and reduced working capital flexibility.

	Profitability
	Gross margin remained steady around 28–32%, showing strong cost control and production efficiency.
	Net margin turned negative in 2023–2024, reflecting persistent losses and declining overall profitability.

	Leverage
	Moderate debt levels initially supported capital structure balance.
	Rising debt ratio (0.39 to 0.53) and debt-to-equity (0.63 to 1.11) indicate increased financial risk.

	Efficiency
	Improved inventory turnover in 2024 demonstrates better inventory utilization and operational efficiency.
	Slower receivable turnover signals weaker collection efficiency and possible credit control issues.

	Investment & Cash Flow
	EPS was strong in 2020, showing past profitability.
	Persistent negative EPS and weak cash flow-to-debt ratios highlight poor investor returns and liquidity stress.


[bookmark: _Toc213194618] 2.4 Corporate Failure Prediction
	Z-Score Range
	Risk Zone
	Interpretation

	Z < 1.8
	 
	High risk of bankruptcy or financial failure

	1.8 ≤ Z ≤ 3.0
	 
	Moderate risk; financial health uncertain

	Z > 3.0
	
	Financially stable; low bankruptcy risk



The financial ratios of General Electric indicate moderate-high probability of corporate distress as determined using the Altman Z -Score model. The increase in debt, drop in profitability and poor ratios of cash flow have adversely affected solvency (Aina, 2019). Compared to 0.61, the leverage of the company rose steadily, and the strength of the equity decreased and became 0.47, which shows that the company had to rely more on outside funding. Despite the liquidity position being steady, most of the net margins and EPS are negative, which denotes operational pressure. All in all, GE is located in the grey zone, which means possible vulnerability but does not entail a high risk of bankruptcy.
[bookmark: _Toc213194619]3. Working Capital Management Analysis
[bookmark: _6admye7hbcfz][bookmark: _Toc213194620]3.1 Overview of Working Capital and Cash Operating Cycle
[bookmark: _vxepbf4kwmc7]Liquidity Maintenance:
Working capital also guarantees that an organization is in a position to cover its short-term liabilities as well as having a good flow of cash therefore it does not cause financial stress (Samal, Kumar and Shanmugam, 2023).
Operational Efficiency:
Effective inventory management, receivables, and payable management helps in maintaining the production process and service delivery with minimal disruptions and resource usage to achieve high profitability and business stability (Esmail, 2024).
General Electronics Cash Conversion Cycle (CCC):
The Cash Conversion Cycle (CCC) of General Electric indicates a variation in its efficiency between the years 2020 and 2024. The CCC decreased by 76.13 days in 2020 down to 68.78 days in 2024 which means that the cash was recovered faster and working capital was handled better. Even though 2022 indicated the shortest cycle (26.84 days), years that followed indicated moderate improvement. A decrease in the inventory holding and improvement in receivable collection were part of the efficiency gains (Wang, 2019). The increasing values of payable days, however, indicate reliance on late payables, which emphasizes the necessity of having a balance between the supplier credit and the sustainability of liquidity. [Referred to Appendix 3]
[bookmark: _Toc213194621]3.2 Existing Liquidity and Efficiency Problems
Overview
General Electric needs liquidity and efficiency to keep its finances and operations afloat. The latest financial parameters of the company between 2020 and 2024 show that the company has been experiencing huge fluctuations in how the company conducts its current transactions in both assets and liabilities that have had a direct effect on the working capital as well as the cash conversion cycle. Even though the liquidity ratios did not deviate significantly, there have been concealed avenues of operational inefficiencies in the inventory, receivables, and payables that have influenced general cash flow efficiency (Ahmad, Wan Ahmad and Shaharuddin, 2022).
Inventory Management
The inventory turnover ratio saw an improvement of 3.87 in the year 2022 to 4.98 in 2024, and this indicates an improved usage of inventory. Nonetheless, there is inconsistency in the stock management practices as the number of inventory days varies between -131.04 in 2022 and -103.11 in 2024. Although it has reduced the amount of inventory, the volatility indicates that there are instances of overstocking and then clearance. The inventory in the past years must have been tying up cash which was not in need which influenced the liquidity (Esmail, 2024). Even though the improvement in 2024 results in the better control process, GE continues to work to have the optimal amounts of stock being based on demand forecasting and production cycles.
Receivable Management
The turnover of the receivables decreased to 3.46 in the year 2024, as compared to 4.83 in 2022, and the receivable days also increased to 105.54 in 2024 as compared to 75.55 in 2022. This demonstrates a less efficient collection, which may cause pressure on liquidity. Customers who do not make their payments on time stretch the cash conversion cycle and expose a company to financial risks (Wang, 2019). GE needs to improve its credit policy, resort to online invoicing technologies, and provide prepayment discounts to improve the settlement of debts and stabilize cash flow.
Payables Management
Payable days have dropped to 66.36 in 2024 (compared to 99.53 in 2020), which indicates that it has been paying suppliers faster. Although the payment is paid on time to keep the suppliers, it also minimizes the cash available to operate. Weak inventory in terms of payables weakens short-term liquidity (Yan, Chen and Ding, 2024). To manage its cash flow situation better, GE could negotiate a longer credit structure and supplier contracts.
[bookmark: _gnq7sz5owcf7][bookmark: _Toc213194622]3.3 Strategies to Improve Liquidity
	Identified Problem
	Description of the Issue
	Recommended Strategy

	Delayed Receivables Collection
	General Electric’s receivable turnover declined from 4.83 in 2022 to 3.46 in 2024, indicating slower collection and higher cash lock-in.
	Tightening Credit Control and Accelerating Receivables: Introduce stricter credit assessment policies, digital invoicing, and early payment incentives to speed up collections (Massa and Zhang, 2020).

	Excess and Fluctuating Inventory
	Irregular inventory days reflect inefficient stock management and overstocking in earlier years, tying up working capital.
	Implementing Just-in-Time (JIT) Inventory Systems: Adopt JIT or demand-driven inventory management to synchronize production with actual sales and reduce holding costs (Susanti et al., 2025).

	Limited Supplier Credit Period
	Payable days decreased from 99.53 in 2020 to 66.36 in 2024, showing earlier payments that limit liquidity.
	Negotiating Extended Supplier Credit Terms: Establish long-term partnerships and renegotiate contracts to secure favorable credit terms without harming supplier relations (Galil, Shapir and Zeidan, 2025).

	Weak Cash Flow Planning
	Cash flow ratios indicate limited operational liquidity and minimal debt coverage, increasing financing pressure.
	Implementing Dynamic Cash Forecasting and Budget Control: Utilize real-time cash monitoring tools to forecast inflows and outflows accurately and control spending (Kaka and Lewis, 2003).


[bookmark: _Toc213194623]3.4 Short-Term vs Long-Term Financing Options
	Type
	Financing Tool
	Description
	Advantages
	Suitability for GE

	Short-Term
	Bank Overdrafts & Trade Credit
	Provide immediate funds to meet working capital needs and manage liquidity gaps (Hempel, Li and Tibay, 2024).
	Flexible, quick access to cash, supports daily operations.
	Suitable for addressing temporary liquidity shortfalls.

	Short-Term
	Factoring & Commercial Papers
	Selling receivables or issuing short-term debt for quick cash inflow.
	Improves cash flow, reduces collection delays.
	Effective due to GE’s slow receivable turnover.

	Long-Term
	Debentures, Equity, Retained Earnings
	Provide long-term capital for growth and debt restructuring (Hempel, Li and Tibay, 2024).
	Stable financing, reduces reliance on short-term borrowing (Hempel, Li and Tibay, 2024).
	Suitable to lower high gearing and support sustainable capital structure.


Evaluation:
Given GE’s high leverage and weak liquidity, a balanced mix of short-term liquidity tools and long-term equity-based financing is most appropriate.
[bookmark: _Toc213194624]4. Strategic Financial Restructuring Plan 
[bookmark: _uxz0ttqczeeo][bookmark: _Toc213194625]4.1 Overview of the Financial Crisis
The cause of the financial crisis at General Electronics is due to the falling profitability, bad liquidity, and inefficient working capital management. Among structural problems, heavy debt level, poor cost management and high dependency on credit-based sales can be identified. Tactically, the company was not able to suit dynamic consumer preferences and technology thus losing market shares. The distress further intensified with high operation cost, a waning margin and the inability to utilize its assets effectively, implying that there was an urgent need to reorganize and govern the finances strategically (Lotto, 2019).
[bookmark: _Toc213194626]4.2 Financial Restructuring Alternatives.
Divestiture:
Sale of non-core or under-performing divisions will help the General Electronics to uncommitted capital and concentrate on lucrative aspects. As an example, the operation of manufacturing facilities and product lines with low margins can be sold to maximize liquidity and cut operational expenses (Moradlou et al., 2023). Nonetheless, this strategy needs to be adopted carefully without exposing the organization to the risk of losing market share and other important assets that enhance long term competitiveness. Innovation and core business areas will be key areas of reinvestment of proceeds to sustain growth after the divestiture.
Merger or Strategic alliance:
 Making mergers or strategic alliances provides possibilities of sharing costs, gaining access to new technologies as well as conquering new markets (Hossain, 2021). In the case of General electronics, an alliance with a technology-oriented company can enhance the level of research and development as well as decrease the manufacturing expenses. Nonetheless, the problem of cultural integration and difficulties with common decision making can be a problem. This would be a feasible long-term restructuring strategy as a well negotiated alliance may help the companies to position themselves well in the market and to increase their economies of scale.
Equity Injection:
Injections of equity by a rights issue or lure of new investors inject funds into the firm that do not occur as debt, and this enhances the solvency of the firm and decreases the gearing ratios. This plan would stabilize the balance sheet and aid projects that are innovative based. But the possible disadvantage is that it includes equity dilution and loss of control of the shareholders (Burkart and Zhong, 2022). The effective equity plan would be highly trained such that minimum dilution and maximum capital inflow are obtained.
Debt Restructuring:
 There is a substantial reduction in the financial pressure that can be achieved by renegotiating the current debt commitments, in terms of reduced interest rates, elongated maturity or conversion of the debts to equity. In the case of General Electronics, this strategy will be able to minimize the cash outflows in the short term, enhancing liquidity and operational fluidity. Nevertheless, overdependence on restructuring could have an impact on creditworthiness. A combination of renegotiations of debts as well as construction of strict payment can be effective in restoring the long-term financial balance and investor confidence (Doh and Feng, 2024).
All in all, hybrid form of restructuring that involves debt optimization, selective divestiture, and strategic alliances are most appropriate when it comes to reviving General Electronics
[bookmark: _d5m9zqel3c2p][bookmark: _Toc213194627] 4.3 Impact Analysis

	Proposed Measure
	Impact on Shareholder Value & EPS
	Impact on Debt Structure & Cost of Capital
	Impact on Operational Flexibility & Long-Term Solvency

	Divestiture
	Improves shareholder value through efficient capital reallocation; short-term EPS may decline due to asset sales but long-term profitability rises (Moradlou et al., 2023).
	Reduces leverage as proceeds can be used to repay debt, lowering cost of capital.
	Enhances flexibility by focusing on core business and improving liquidity position.

	Merger or Strategic Alliance
	Strengthens EPS through shared technology and market expansion, potentially increasing stock valuation.
	Moderate impact; shared resources can reduce funding needs and improve credit profile.
	Enhances operational resilience through synergy and innovation, improving long-term solvency (Hossain, 2021).

	Equity Injection
	Dilutes EPS temporarily but enhances overall shareholder confidence and firm stability.
	Reduces debt dependency, improving gearing and lowering financial risk (Burkart and Zhong, 2022).
	Improves solvency by increasing capital buffer and supporting growth initiatives.

	Debt Restructuring
	Stabilizes EPS by reducing interest burden and preserving profits.
	Optimizes debt profile, lowering cost of capital via renegotiated terms.
	Improves liquidity and ensures long-term solvency through reduced cash flow pressure.


[bookmark: _Toc213194628]
4.4 International and Ethical Considerations
The restructuring of General Electronics in international markets is streamed with a number of financial, regulatory, and ethical complexities. The risk of currency and exchange rate is also very tough since the earnings repatriated by the company, the servicing of debt and the profit margin can also be affected when the U.S. dollar and other major currencies are volatile. These risks can be reduced by sound application of hedging instruments and multi-currency cash flow management.
The compliance cost on taxation and regulation differs jurisdiction to jurisdiction and there is a need to be accommodating on compliance to avoid cases of breach of international law and occurrence of tax violation. This may result in financial fines and negative attention in case of mismanagement or tax evasion. On the same note, inflation impacts on the valuation of assets have to be considered especially in the emerging markets where when inflation is high, it can distort value of assets and depreciation thus affecting the reported profitability and capital adequacy.
Ethically and CSR wise the decisions made in financing should focus on transparency, fair labor and environmental responsibility. Unethical cost reduction or tax avoidance should not be resorted to as it would damage trust by the stakeholders. However, corporate integrity is supported through sustainable financing schemes like green bonds or ethical investment alliances. Through ethical governance, general electronics will be able to restore confidence of investors across the world as well as ensuring that financial restructuring is performed in line with responsible business practices and long-term value generation.
[bookmark: _4ye7vqc4bq69][bookmark: _Toc213194629]4.5 Recommended Restructuring Strategy
	Restructuring Element
	Proposed Action
	Rationale
	Expected Outcome

	Partial Divestiture
	Sell underperforming or non-core business units to generate liquidity.
	Focus on core profitable segments such as renewable electronics and smart devices.
	Improves cash reserves, reduces fixed costs, and enhances return on assets.

	Debt Rescheduling
	Negotiate with lenders for extended repayment periods and lower interest rates.
	Reduces short-term debt burden and financial stress.
	Enhances solvency ratio and liquidity position.

	Selective Equity Injection
	Issue new shares or attract ethical investors for capital infusion.
	Strengthens equity base while minimizing excessive leverage.
	Improves capital structure and investor confidence.

	Strategic Alliances
	Form partnerships with global technology firms for R&D and cost-sharing.
	Leverages innovation and reduces operational risks.
	Boosts global competitiveness and technological edge.

	Ethical Financing and CSR Integration
	Adopt green financing instruments and ensure fair governance in restructuring.
	Aligns strategy with sustainability and stakeholder expectations (Doh and Feng, 2024).
	Builds brand reputation, long-term trust, and global scalability.


[bookmark: _5tslovf7hudx][bookmark: _Toc213194630]5. Investment Appraisal and Capital Budgeting 
[bookmark: _jwtxdlnki1f7][bookmark: _Toc213194631]5.1 Overview of Investment Decision
Correct selection of investment projects will play a vital role in salvaging and sustainable long-term survival of General Electronics. The investments could be used as a competitive advantage making the operation more effective and shareholders with more value. The low financial resources have resulted in the company having a capital ratio of 60 million. Accordingly, Net Present Value (NPV), Internal rate of Return (IRR), and Payback Period have been deemed to have been the most important financial aspects that have made it possible to assess the projects to permit optimal capital allocation, and the capacity to grow in a sustainable way (Almansour, Elkrghli and Almansour, 2023).
[bookmark: _4tt2es8v6e51][bookmark: _Toc213194632]5.2 Three proposed investment projects
[bookmark: _Toc213194633]5.2.1 Payback Period (PBP)
The payback period is a period on which the cumulative cash inflows will cover up the initial investment (Cotter, 2023). In both Project A and C, the payback period is 4 years, and so it is taken as soon as Project B has 6 years. A shorter payback period normally means a reduced liquidity risk, therefore making Projects A and C desirable on cash recovery perspective. The payback method however is not a sound independent tool since it does not take into consideration the time worth of money and post payback profitability.
[bookmark: _Toc213194634]5.2.2 The Accounting rate of return (ARR)
ARR is a profitability evaluation that considers accounting, as opposed to cash flow (Gordon, 2020). The negative values of the ARRs are observed in all three projects (A: -27% B: -20% C: -30%), which means that the projects project loss in their accounting in terms of depreciation of profitability and large capital expenditures. This is an indicator of prolonged profitability challenges facing General Electronics and a pointer that the cost of any investment in the company in terms of multiple accounting returns might not be worth the short-term investment.
[bookmark: _Toc213194635]5.2.3. Net Present Value (NPV)
NPV is expressed as the present value of all the cash inflows in the future less the initial investment divided by a discount figure of 10 percent. Positive NPV would mean creation of values (Chen, 2022).
· Project A: £1.32 million
· Project B: -£7.26 million
· Project C: £4.23 million
Project C has the highest NPV which implies that it has the greatest shareholder wealth contribution. The negative NPV value of project B shows that it will destroy firm value, hence it is not suitable to invest in. Both Projects A and C are viable with regard to viability in terms of finance, yet it is clear that Project C offers better long-term financial benefits.
[bookmark: _Toc213194636]5.2.4. Profitability Index (PI)
Value generated/1 pound invested is measured by the PI.
· Project A: 0.97, that is, any increase by 1 pound in investment, then the company will receive back 0.97.
· Project B: 1.24 which means that it is more efficient in relative terms.
· Project C: 0.92 and a little less than breakeven efficiency.
Even though Project B has the greatest PI, it must be viewed carefully considering that it has negative NPV. This is due to the high PI which demonstrates the lesser investment base and not actual profitability (Chen, 2022). PI assists in ranking of projects in the cases of limited capital, which is viewed as strict capital rationing, but NPV is the best.
[bookmark: _Toc213194637]5.2.5. Internal Rate of Return (IRR)
IRR represents the discount rate at which the NPV will be equal to zero.
· Project A: 11% (at very slightly higher than 10% hurdle rate).
· Project B: 0% (no profitability).
· Project C: 30 percent (much higher than the discount rate).
The IRR of 30% of project C illustrates an excellent potential content of returns and excellent risk-adjusted profitability, which is the best affirmation that it is the most lucrative project. Project A will have marginal value creation whereas Project B will not even cover the cost of capital. [Referred to Appendix 4]
[bookmark: _Toc213194638]5.2.6 Investment Option Recommended
By analysing the three suggested investments in terms of NPV, IRR, Payback Period, ARR, and Profitability Index, Project B - Smart Appliance Innovation assists in choosing. It has the best NPV and IRR which means high profitability and faster returns at the expense of moderate risk. The project will be in line with the sustainability objectives of General Electronics, and it utilizes the available technological potentials, which make it long-term competitive. Its stability of cash flow and market growth potential are equal to those of other projects thus making it the best choice within the constraint of capital limit of the shareholders within the range of 60 million pounds to maximize the shareholder value as well as the financial recovery strategy of the company.
[bookmark: _7mvnq7gv97j0][bookmark: _Toc213194639]5.3 Final Investment Recommendation under Capital Rationing (£60 Million Limit)
Given the capital limitation of the project that is 60 million pounds, then Project A will be the most viable and strategically matched investment. Project A has a positive NPV value equal to 1.32 million pounds, IRR of 11, and a payback period of four years thus it is a project which recovers capital efficiently with a moderately risk exposure. With its high cash flows, it maintains its liquidity as well as creating value to its shareholders.
On the other hand, Project C, despite its higher IRR of 30 requires a large initial outlay of £50 million and has high volatility hence inapplicable when capital availability is limited. When its NPV is negative, that is, in Project B, the inflows are stable, but its NPV is negative, that is, Project B is not generating value, hence, diminishing its financial attractiveness.
Thus, investing in Project A and saving the rest of the cash to invest in increasing the short-term liquidity or investing in the project development guarantees the flexibility of the finances, sustainable growth, and the consistent with the profitability and liquidity goals of the firm.
[bookmark: _kqb0wsi6t73r][bookmark: _Toc213194640]5.4 Justification of the Recommended Investment Decision
Financial Performance Factors: Profitability and Liquidity
The fact that the financial performance indicators of the company are being used to justify why Project A is preferred amongst all the projects under the capital rationing limit of £60 million is supported by the financial performance indicators of the company- particularly, profitability and liquidity management. Project A has an excellent Net Present Value (NPV) of 1.32 million and will make a profit with returns higher than the discount rate of 10, hence reinvesting into shareholders. Conversely, Project B has a negative NPV at -7.26 million pounds indicating that this would reduce the firm value even though they have a less risky profile. Project C may have a higher NPV (4.23 million) and high Internal Rate of Return (IRR) of 30, but its initial capital outlays (£50 million) is majority of the capital, which is available hence does not give a lot of financial leeway in terms of liquidity and unexpected events (Vibhakar et al., 2020).
The Payback Period of 4 years in Project A is a good compromise between the rapidity of recovery and long-term profitability of the project as the inflows of cash start increasing liquidity in a reasonable time extension. It has a Profitability Index (PI) of 0.97 that indicates relative parity between benefits and costs equalizing risks with stable returns. The negative Average Rate of Return (ARR)-27 per cent on average used in the project is not very high; however, it can be enhanced with operational efficiencies and cost control measures after the project implementation. Project A therefore offers a long-term viable chance to achieve profitability without putting liquidity stability in focus particularly during the recovery mode where the company should save on working capital and maintain solvency ratios.
Project Risk Characteristics: Strategic Fit and Cash Flow Volatility
The cash flow volatility is a critical determinant in terms of a risk assessment (Njuguna et al., 2022). Project A offers quite consistent annual inflows (£10m 14m), which show the predictable operation performance. This predictability helps to reduce risk, and it helps to manage cash flow more easily. Project C on the other hand is very profitable with a higher IRR but with unstable cash flows that vary between 5m-25m which exposes them to market risk and implementation risks. This augmented investment demands further heightens the pressure capital and hence it is not conducive within limited funds.
Project A, in strategic terms, is quite suitable to the goal of the firm to get back on its feet and have a steady growth without extravagance and without compromising profits and cash. The moderate levels of risk-return profile allow the company to reinvest the excess cash into future opportunity or payment of current liabilities enhancing financial resilience. Thus, in capital rationing, Project A is the most appropriate. 
[bookmark: _d1uf9lcwjh7m][bookmark: _Toc213194641]6. Conclusion 
 The ratio analysis and the trend analysis showed unusual, inconsistent financial performance, which requires a more restrictive cost control and better revenue management. The cash conversion cycle was weak in inventory and payables that indicated deficient working capital practices which impede liquidity. To discuss these issues, plans like the use of inventory management that is based on the just-in-time approach, more stringent credit policies, and efficient cash forecasting were discovered to be needed to create a stable situation.
Combining debt rescheduling, partial divestiture, and selective injection of equity were proposed as the financing and restructuring analysis to bolster solvency and increase capital flexibility. With capital rationing, the investment appraisal illustrated that a single project had the most favourable balance of returns, risk and payback and this portfolio fitted the liquidity constraints of the firm and the moderate risk-taking ability. Among various recommendations, the paper suggests a calculated approach to disregard financial discipline, manageable cash flow, and sustainable investment to restore profitability and long-term expansion.
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	Ratio Analysis of General Electric
	
	

	Liquidity ratios
	2024
	2023
	2022
	2021
	2020

	Current assets 
	2,42,494
	2,58,851
	3,38,040
	3,37,146
	3,26,843

	Current liabilities 
	1,58,291
	1,61,148
	2,16,473
	2,16,787
	1,79,510

	inventories 
	79,355
	88,273
	1,40,181
	1,34,469
	1,20,430

	CA - inventories
	1,63,139
	1,70,578
	1,97,859
	2,02,677
	2,06,413

	Liquidity ratio
	2024
	2023
	2022
	2021
	2020

	CA/CL = Current ratio 
	1.53
	1.61
	1.56
	1.56
	1.82

	CA- inventories / CL = Acid test ratio 
	1.03
	1.06
	0.91
	0.93
	1.15

	
	
	
	
	
	

	Profitability Ratios
	2024
	2023
	2022
	2021
	2020

	Total revenue 
	3,94,879
	4,20,457
	5,42,751
	5,42,751
	6,14,680

	net income 
	-24,029
	-98,238
	407
	5,301
	38,572

	Gross income 
	1,13,994
	97,560
	1,52,292
	1,73,016
	1,76,256

	Profitability Ratios
	2024
	2023
	2022
	2021
	2020

	Net income/ Sales = Net margin ratio 
	-6%
	-23%
	0%
	1%
	6%

	Gross income/ sales = Gross margin ratio 
	29%
	23%
	28%
	32%
	29%

	
	 
	 
	
	
	

	Leverage Ratio 
	2024
	2023
	2022
	2021
	2020

	Total liabilities 
	1,70,249
	1,76,952
	2,35,757
	2,34,399
	1,96,989

	Total assets 
	3,23,354
	3,55,872
	5,04,163
	5,10,348
	5,10,290

	Total equity 
	1,53,105
	1,78,920
	2,68,406
	2,75,949
	3,13,301

	Leverage Ratio 
	2024
	2023
	2022
	2021
	2020

	Total debt ratio = Debt/ Total assets 
	0.53
	0.50
	0.47
	0.46
	0.39

	Total debt/ T equity = Debt to equity ratio 
	1.11
	0.99
	0.88
	0.85
	0.63

	Shaeholder's Equity/Total Asset= Equity Ratio
	0.47
	0.50
	0.53
	0.54
	0.61

	
	 
	 
	
	
	

	Effeciency Ratios 
	2024
	2023
	2022
	2021
	2020

	Inventory
	79,355
	88,273
	1,40,181
	1,34,469
	1,20,430

	Total revenue 
	3,94,879
	4,20,457
	5,42,751
	5,42,751
	6,14,680

	Accounts receivables 
	1,14,182
	1,12,596
	1,12,346
	1,29,215
	1,29,433

	Efficiency Ratios 
	2024
	2023
	2020
	2020
	2020

	Revenue/Inventory= Inventory turnover ratio
	4.98
	4.76
	3.87
	4.04
	5.10

	Accounts receivable= sales/ accounts receivable
	3.46
	3.73
	4.83
	4.20
	4.75

	
	
	
	
	
	

	Investment Ratios
	2024
	2023
	2022
	2021
	2020

	Net Income 
	-24,029
	-98,238
	407
	5,301
	38,572

	Share Outstanding 
	1,063
	1,293
	1,199
	1,092
	1,136

	Market Price 
	10.8
	120
	78.8
	97.4
	155

	Investment Ratios
	2024
	2023
	2022
	2021
	2020

	EPS = Net Income/Share Outstanding
	-22.60489182
	-75.97679814
	0.339449541
	4.854395604
	33.95422535

	Price Earnings Ratio = Market Price /EPS
	-0.477772691
	-1.579429549
	232.1405405
	20.06428976
	4.564969408

	
	
	
	
	
	

	Cash Flow Ratios
	2024
	2023
	2022
	2021
	2020

	Operating cash Flow (OCF)
	14,822
	25,190
	10,926
	40,283
	73,392

	Current Liabilities (CL)
	1,58,291
	1,61,148
	2,16,473
	2,16,787
	1,79,510

	Total Debt
	36,960
	55,000
	88,000
	56,000
	20,000

	Cash Flow Ratios
	2024
	2023
	2022
	2021
	2020

	OCF (Operating Cash Flow) = OCF/CL
	0.093637667
	0.156315933
	0.050472807
	0.185818338
	0.408846304

	Cash Flow to Debt Ratio = (OCF/Total Debt) 
	0.000003
	0.000003
	0.000001
	0.000003
	0.000020



Graphical Analysis of Ratio 
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	Ratio
	2024
	2023
	2022
	2021
	2020

	Cost of Sales
	-2,80,885
	-3,22,897
	-3,90,459
	-4,28,586
	-4,38,424

	Average Inventory
	79,355
	88,273
	1,40,181
	1,34,469
	1,20,430

	Sales
	3,94,879
	4,20,457
	5,42,751
	5,42,751
	6,14,680

	Accounts Receivable
	1,14,182
	1,12,596
	1,12,346
	1,29,215
	1,29,433

	Inventory Turnover = Cost of Sales / Average Inventory
	-3.54
	-3.66
	-2.79
	-3.19
	-3.64

	Receivable Turnover = Sales / Accounts Receivable
	3.46
	3.73
	4.83
	4.20
	4.75

	
	
	
	
	
	

	Ratio
	2024
	2023
	2022
	2021
	2020

	Inventory Days
	-103.1189811
	-99.783042
	-131.0408135
	-114.5188714
	-100.2612768

	Receivable Days 
	105.54228
	97.7449299
	75.55267517
	86.89707619
	76.85795048

	Payble Days 
	66.36
	70.59
	82.33
	92.48
	99.53

	 
	2024
	2023
	2022
	2021
	2020

	Cash Conversion Cycle (Inventory Days+Receivable Days+Payble Days) 
	68.78329896
	68.5518877
	26.84186166
	64.85820483
	76.12667372
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	Project A - Investment Appeaisals

	Year 
	Cash Flow 
	Cumilative CashFlow

	0
	-£                            40.00 
	-£                                  40.00 

	1
	 £                             10.00 
	-£                                  30.00 

	2
	 £                             12.00 
	-£                                  18.00 

	3
	 £                             14.00 
	-£                                    4.00 

	4
	 £                             10.00 
	 £                                    6.00 

	5
	 £                               8.00 
	 £                                  14.00 

	Total Cash Flow 
	 £                                                                                54.00 

	Average Annual Profit 
	 £                                                                                10.80 

	Payback Period
	4

	ARR
	-27%

	NPV
	 £                                                                                  1.32 

	Profitability Index (PI) 
	 £                                                                                  0.97 

	IRR 
	11%

	
	
	

	Project B - Investment Appeaisals

	Year 
	Cash Flow 
	Cumilative CashFlow

	0
	-£                            30.00 
	-£                                  30.00 

	1
	 £                               6.00 
	-£                                  24.00 

	2
	 £                               6.00 
	-£                                  18.00 

	3
	 £                               6.00 
	-£                                  12.00 

	4
	 £                               6.00 
	-£                                    6.00 

	5
	 £                               6.00 
	 £                                         -   

	Total Cash Flow 
	 £                                                                                30.00 

	Average Annual Profit 
	 £                                                                                  6.00 

	Payback Period
	6

	ARR
	-20%

	NPV
	-£                                                                                 7.26 

	Profitability Index (PI) 
	 £                                                                                  1.24 

	IRR 
	0%

	
	
	

	Project C - Investment Appeaisals

	Year 
	Cash Flow 
	Cumilative CashFlow

	0
	-£                            50.00 
	-£                                  50.00 

	1
	 £                               5.00 
	-£                                  45.00 

	2
	 £                             10.00 
	-£                                  35.00 

	3
	 £                             20.00 
	-£                                  15.00 

	4
	 £                             25.00 
	 £                                  10.00 

	5
	 £                             15.00 
	 £                                  25.00 

	Total Cash Flow 
	 £                                                                                75.00 

	Average Annual Profit 
	 £                                                                                15.00 

	Payback Period
	4

	ARR
	-30%

	NPV
	 £                                                                                  4.23 

	Profitability Index (PI) 
	 £                                                                                  0.92 

	IRR 
	30%




Liquidity Ratio

CA/CL = Current ratio 	
2024	2023	2022	2021	2020	1.5319506478574272	1.6062935934668752	1.5615804280441441	1.5551947303113194	1.8207509330956493	CA- inventories / CL = Acid test ratio 	
2024	2023	2022	2021	2020	1.0306271360974408	1.0585176359619728	0.9140123710578224	0.93491307135575474	1.1498690880730877	


Profitability Ratios

Net income/ Sales = Net margin ratio 	
2024	2023	2022	2021	2020	-6.0851551994408414E-2	-0.23364577114901167	7.4988346405626153E-4	9.7669096878679178E-3	6.2751350296089026E-2	Gross income/ sales = Gross margin ratio 	
2024	2023	2022	2021	2020	0.28868083640811487	0.23203324002216635	0.28059275800505207	0.31877601330997085	0.28674432224897506	



Leverage Ratio 

Total debt ratio = Debt/ Total assets 	2024	2023	2022	2021	2020	0.52650964577521853	0.4972349608848125	0.46762059095966979	0.4592924827764584	0.38603343197005624	Total debt/ T equity = Debt to equity ratio 	2024	2023	2022	2021	2020	1.1119754416903431	0.98900067069081155	0.87835964918817011	0.84942869878129657	0.62875317984941004	Shaeholder's Equity/Total Asset= Equity Ratio	2024	2023	2022	2021	2020	0.47349035422478153	0.50276503911518744	0.53237940904033021	0.5407075172235416	0.61396656802994376	



Effeciency Ratios 

Revenue/Inventory= Inventory turnover ratio	
2024	2023	2020	2020	2020	4.9761073656354355	4.7631438831805877	3.8717871894193934	4.0362537090333088	5.1040438428962887	Accounts receivable= sales/ accounts receivable	
2024	2023	2020	2020	2020	3.458329684188401	3.7342090305161819	4.8310665266231103	4.2003714739000886	4.749020728871308	


Invesrment Ratios

EPS = Net Income/Share Outstanding	2024	2023	2022	2021	2020	-22.604891815616181	-75.976798143851511	0.33944954128440369	4.854395604395604	33.95422535211268	Price Earning Ratio = Market Price /EPS	2024	2023	2022	2021	2020	-0.47777269133130801	-1.579429548647163	232.14054054054051	20.064289756649693	4.564969407860624	



Cash Flow Ratios

OCF (Operating Cash Flow) = OCF/CL	2024	2023	2022	2021	2020	9.3637667334213567E-2	0.15631593317943754	5.0472807232310728E-2	0.18581833781545942	0.40884630382708487	Cash Flow to Debt Ratio = (OCF/Total Debt) 	2024	2023	2022	2021	2020	2.5334866702979863E-6	2.8421078759897734E-6	5.7355462763989459E-7	3.3181846038474895E-6	2.0442315191354243E-5	



Trend of Liquidity Ratio

Current Ratio	2020	2021	2022	2023	2024	1.82	1.56	1.56	1.61	1.53	Acid Test	2020	2021	2022	2023	2024	1.1499999999999999	0.93	0.91	1.06	1.03	



Trend of Profitability Ratio

Profitability Ratios	Net Margin (%)	2020	2021	2022	2023	2024	6	1	0	-23	-6	Profitability Ratios	Gross Margin (%)	2020	2021	2022	2023	2024	29	32	28	23	29	



Trend of Leverage Ratio

Leverage Ratios	Debt Ratio	
2020	2021	2022	2023	2024	0.39	0.46	0.47	0.5	0.53	Leverage Ratios	Debt-to-Equity Ratio	
2020	2021	2022	2023	2024	0.63	0.85	0.88	0.99	1.1100000000000001	Leverage Ratios	Equity Ratio	
2020	2021	2022	2023	2024	0.61	0.54	0.53	0.5	0.47	


Trend of Efficiency Ratio

Efficiency Ratios	Inventory Turnover	2020	2021	2022	2023	2024	5.0999999999999996	4.04	3.87	4.76	4.9800000000000004	Efficiency Ratios	Receivable Turnover	2020	2021	2022	2023	2024	4.75	4.2	4.83	3.73	3.46	



Trend of Investment Ratio

Investment Ratios	Earnings per Share (EPS)	2020	2021	2022	2023	2024	33.950000000000003	4.8499999999999996	0.34	-75.98	-22.6	Investment Ratios	Price–Earnings Ratio (P/E)	2020	2021	2022	2023	2024	4.5599999999999996	20.059999999999999	232.14	-1.58	-0.48	



Trend of Cash Flow  Ratio

Cash Flow Ratios	Operating Cash Flow Ratio (OCF/CL)	
2020	2021	2022	2023	2024	0.41	0.19	0.05	0.16	0.09	Cash Flow Ratios	Cash Flow to Debt Ratio	
2020	2021	2022	2023	2024	2.0000000000000002E-5	3.0000000000000001E-6	9.9999999999999995E-7	3.0000000000000001E-6	3.0000000000000001E-6	



Cash Conversion Cycle (Inventory Days+Receivable Days+Payble Days) 	
2024	2023	2022	2021	2020	68.783298962549608	68.551887651044808	26.841861663695823	64.85820483310259	76.126673723375475	
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