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1. [bookmark: _Toc213103737]Introduction
General Electronics is a multinational corporation that has been in the consumer electronics industry, which is very competitive. The company has, over the last five years, been facing a serious downturn in financial performance with declining revenues, continued operating losses, and worsening liquidity position. The financial reports show that profitability is gradually fading away, the earnings per share are negative, and leverage is growing, a negative indicator of inefficient operations and strategic mismatch (Abubakar and Anyonje, 2025). These have put the company at risk of financial distress, and thus urgent action is needed to ensure that the company is back on its feet and to ensure that the company is sustainable in the long run.
This report is aimed at performing a financial analysis of General Electronics, as well as to establish a sound turnaround strategy with financial support. In particular, the report will assess the past performance of the firm using the ratio analysis, the working capital management practices of the firm, and offer viable financial restructuring options (Mandipa and Sibindi, 2022). The report will also critically evaluate the available investment opportunities through the application of known capital budgeting methods to suggest the most financially viable opportunity through capital rationing constraints.
The report is in line with the module learning outcomes as it shows the use of financial assessment methods and the assessment of frameworks that are employed in managing and controlling financial resources. It combines quantitative analysis and theoretical insight to assist in the decision-making on strategy finance. The report is divided into four analysis segments, namely financial health check, working capital analysis, restructuring plan, and investment appraisal, and finally, a conclusion is provided summarising major findings and recommendations to the recovery and sustainable growth of General Electronics.
[bookmark: _Toc213103738]2. Financial Health Check
[bookmark: _Toc213103739]2.1 Overview of Financial Performance (2020–2024)
The financial trend of General Electronics during the last five years indicates a rapid and steady decline in the sales performance as well as the profitability (Senthil Kumar Muthusamy and Kannan, 2023). Net sales plummeted to a significantly smaller amount of 394,879 million in 2024 as compared to 2020 of 614,680 million million and cumulatively fell by a percentage of about 36. Such sharp decline in revenues is an indicator of loss of competitive position in the consumer electronics market and this could be as a result of declining global demand, pricing and product innovation inefficiencies.
At the same time, the gross profit of the company decreased by 176,256 million in 2020, and 113,994 million in 2024, which indicates declining margins despite the reduction in the cost of sales. What is worse, operating income became negative in 2023 and 2024, where operating loss of £15,297 million in 2024 is seven times less than the operating profit of 37,267 million in 2020 (Peng and Shehabi, 2022). This implies that cost structures, especially operating costs, are no longer sustainable in terms of revenue generation.
These issues are enhanced by the trend in the net income, which in 2024 the company registered a net loss of £24,029 million, after registering a further net loss of £98,238 million in 2023. The change to sustained losses is a sign of the lack of operational efficiency and even the mismanagement of the strategy (Ikuta and Fujii, 2022). These protracted losses have also decreased shareholder equity as of 2020 of 313,301 million to 153,105 million in 2024, and this shows a huge loss of investor confidence.
Theoretically speaking, this trend can be explained by the profitability management theory, which lays stress on the necessity of achieving a balance between the increase in revenue and the management of costs to ensure sustainable levels (Lee, 2023). The deterioration of General Electronics means that it lacks cost control and the flexibility to respond to the market forces, which are major signs of reduced operational effectiveness.
[bookmark: _Toc213103740]2.2 Ratio Analysis Summary
The financial ratio analysis was performed thoroughly to evaluate the profitability, liquidity, efficiency of the firm, gearing, and investment performance of the firm in 2020-24. The results of the calculations and the tables are shown in Appendix A.
Profitability Ratios
Gross Profit Margin:
· Falling to about 28.7% (2020) to 28.8% (2024) - fairly steady, but less sales volumes.
→ Refers to a degree of cost of sales control even under the declining demand.
Net Profit Margin:
· Fell from 6.3% (2020) to –6.1% (2024).
→ Represents a core failure of operating efficiency and rising overheads.
Nagle, Müller and Gruyaert (2023) says that long-term negative margins indicate ineffective cost management and poor pricing policy.
Return on Assets (ROA):
· Fell to 7.6% (2020) to -7.4% (2024), which is also in line with asset inefficiency.
This is an indication of underutilisation of fixed assets, which is supported by decreasing property, plant, and equipment (PPE).
Return on Equity (ROE):
· Fell to -15.7% (2024) downward, indicating shareholder value destruction, compared to 12.3% (2020).
According to Bozsik and Szemán (2023), negative ROE points at unsustainable leverage and inadequate returns.
Liquidity Ratios
Current Ratio:
· Fell, 1.82 (2020) to 1.53 (2024), but still above the 1.0 mark, which is a sign of a tightening liquidity.
The firm might be able to fulfill the obligations in the short-term, but the downward trend is a pointer of decreased flexibility.
Quick Ratio:
· Decreased to 0.89 (2020) to 1.03 (2024) (weak improvement in last year because of inventory reduction).
This is in line with the liquidity management theory, which emphasizes that there should be adequate liquid assets to ensure that there is no disruption in operations (Zhou, Xia and Peng, 2021).
Efficiency Ratios
· Inventory Days: It has risen by 100 days (2020) to close to 150 days (2024), indicating an indication of overstocking and slow sales.
· Receivable Days: This has gone down slightly compared to 77 days (2020) to 74 days (2024), which shows that it has bettered its control over credit.
· Payable Days: The days outstanding of payable have decreased to 66, 72, and 66 days, and this is not good in a liquidity crisis because suppliers are being paid at a higher rate.
· Total Asset Turnover: Decreased 1.2x (2020) to 0.8x (2024), which means that the efficiency in using assets is decreasing.
All in all, these indicators depict the working capital inefficiencies and the deteriorating operating productivity. Such trends lower the liquidity and profitability at the same time, which were proposed by theories of asset management efficiency (Lazaridis and Tryfonidis, 2006).
Gearing Ratios
Debt-to-Equity Ratio:
· Growth rate 0.63 (2020) to 1.11 (2024): Financial leverage and reliance on external sources is rising.
According to the Johannes Rammala and Franz Eduard Toerien (2024) model, risk and cost of capital are greater with higher gearing in cases where the earnings are volatile.
Interest Coverage Ratio:
· Coverage declined to negative coverage in 20232024 (2020) to 26.2, i.e. operating losses are not enough to cover the interest.
This increases the risk of bankruptcy and harms creditworthiness.

Investment Ratios
Earnings per Share (EPS):
· Collapsed from £2.78 (2020) to –£1.85 (2024). This drastic turnaround kills investor confidence and share value.
Dividend Yield:
· None of the data is given, but, considering the massive losses, it is probable that the dividends will be suspended, which is a common practice in times of liquidity strain.
All these ratios, together, paint a picture of a company that is experiencing profitability erosion, liquidity tightening and increasing leverage, which are all indicators of financial distress.
[bookmark: _Toc213103741]2.3 Trend Analysis and Discussion
The trend of five-year shows that the financial condition is slowly worsening due to a set of internal factors and external forces. According to Rounaghi, Jarrar and Dana (2021), in terms of strategic finance, General Electronics seems to have been focused on the short term element of retaining market share rather than creating value in the long term. Even the decline in revenues does not reduce the fixed cost base of the company, which implies low operational flexibility. In terms of profitability management, the deteriorating margins and returns point to the rising cost and the deteriorating economies of scale (Ertan, Lewellen and Thomas, 2020). The liquidity ratios indicate the increasing short-term risks, whereas the efficiency ratios validate the poor utilisation of assets. According to Frank, Goyal and Shen (2020), The growing dependence of the firm on debt instead of internal funding indicates that the company is experiencing financial pressure and decreased internal cash reserves as indicated by the Pecking Order Theory.
Furthermore, the decline in total assets and shareholder equity implies the sale of assets and write-downs of these assets- perhaps, due to impaired goodwill and poor performing subsidiaries. This trend coincides with the Ogachi et al. (2020) model of pre-bankruptcy features, in which decreasing profitability and rising leverage are the signs of imminent failure. Strengths are also restricted though a gross margin is still positive and a current ratio is manageable as well. These benefits are however countered by long term losses, high gearing and cash flows that are declining (Mandipa and Sibindi, 2022). The low dividend payments are also indications of the management making efforts to preserve liquidity, as opposed to cash back to the shareholders. All these factors combined prove that General Electronics is at the decline phase of the corporate life cycle, and the company experiences liquidity limitations, loss of competitiveness, and the increased risk of insolvency. Strategic restructuring and liquidity reform is needed to avoid failure.
[bookmark: _Toc213103742]2.4 Corporate Failure Prediction – Altman Z-Score
In order to determine the probability of bankruptcy, Altman Z-Score model (1968) has been used with the 2024 financial data.
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Where:
· = Working Capital / Total Assets
· = Retained Earnings / Total Assets
· = EBIT / Total Assets
· = Market Value of Equity / Total Liabilities
· = Sales / Total Assets
2024 approximations (based on provided data):
· Working Capital = (242,494 – 158,291) = 84,203
· Total Assets = 323,354 → 
· Retained Earnings = 208,431 → 
· EBIT (Operating Income) = –15,297 → 
· Market Value of Equity ≈ Total Shareholders’ Equity = 153,105; Total Liabilities = 170,249 → 
· Sales = 394,879 → 
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According to Altman’s benchmarks:
· Z > 2.99: Safe Zone
· 1.81 < Z < 2.99: Grey Zone
· Z < 1.81: Distress Zone
The computed Z-score of 2.80 puts General Electronics in the grey zone, which means that the corporation has a greater risk of financial distress though not in the state of insolvency. This implies that though the company is somewhat stable given the size of its asset base, its current operational losses and diminishing profitability may soon put it in a very critical financial situation in case it does not take corrective measures. The output is used as a warning aspect but not a declaration of failure. Nevertheless, the Altman Z-score model is characterized by certain limitations because it is based on quantitative accounting data only, whereas it does not consider such important qualitative variables like managerial performance, market instability, and strategic flexibility (Bozsik and Szemán, 2023). Thus, the score has its weaknesses, but it must be viewed with care and other strategic and qualitative analysis. The full turnaround plan, which involves the improvement of liquidity, control of costs, and restructuring of capital is needed to avoid further deterioration and steer General Electronics towards financial resurgence and long term stability.
[bookmark: _Toc213103743]3. Working Capital Management Analysis 
[bookmark: _Toc213103744]3.1 Working Capital Overview
Working capital is the status of liquidity that a firm has to use in its daily activities and is calculated as the current assets less the current liabilities (Bintara, 2020). A good working capital management will ensure that a company maintains a balance between profitability and liquidity - that the firm has enough current assets to meet the short run liabilities but not too many idle assets. The management of receivables, payables and inventories is efficient and facilitates easier cash flows and operational stability (Putri, 2024). Akgün and Memiş Karataş (2020) asserts that poor working capital control may result in liquidity crisis in even profitable companies because the operating cash shortages are not sufficient to satisfy the short-term obligations. On the other hand, high working capital can also lower the profitability by holding capital in the form of non-earning assets. 
Other theories like the cash management model developed by Baumol (1952) and the Miller-Orr model (1966) emphasize on maximizing the cash balances with the objective of ensuring liquidity and not maximum cash balances, which would incur unnecessary holding costs. In the case of General Electronics, the management of working capital has been more than ever due to the waning profitability and constraining liquidity of the company. Total current assets fell between 2020 and 2024, but the change in current liabilities was very small, falling, in range of current assets, between 242,494 million and 179,510 million, which reduced the working capital buffer. This contraction shows that the liquidity status of this firm has been weakened and it is no longer able to continue to operate under cash pressure.
[bookmark: _Toc213103745]3.2 Cash Conversion Cycle (CCC) Analysis
The Cash Conversion Cycle (CCC) is used to measure the time interval between the cash outlays on purchases of inputs, and the cash receipts of customers (Karim, Mamun and Abu, 2023). It is calculated as:
CCC=Inventory Days+ Receivable Days−Payable Days
Based on the efficiency ratios calculated above (Appendix B) the CCC of General Electronics is estimated as follows:
The CCC has deteriorated enormously - 105 days in 2020 and 158 days in 2024, by 50% worse. This means that General Electronics will currently require nearly five months to turn around its investments in inventory and receivables into cash. The major cause of this inefficiency is the dramatic rise in inventory days that went up by 100 to 150 days. These inventory accumulations indicate excess production or low demand, which increases the cost of storage and the chances of obsolescence (Asman et al., 2022). At the same time, there is an inconsistent performance of the receivable days, as the performance peaks in 2023, which suggests lax credit collection policies. The number of days payable has decreased a little, that is, the company is paying its suppliers within a shorter time - not good in terms of liquidity management. Overall, these trends prove the fact that the working capital cycle of the company is unproductive, and it pushes its cash flow to the limit, even though operating inflows are positive (Ghabban et al., 2024). The trends observed are consistent with the working capital management theory which states that longer CCC periods decrease the liquidity and may adversely affect profitability (Lee, 2023). Effective companies strive to keep the CCC short in order to maximise cash turnover and minimise the financing requirements.
3.3 Liquidity Problems and Causes
The decline in the liquidity position of General Electronics is reflected by a reduction in the current ratio to 1.53 (2024) and 1.82 (2020) and in the quick ratio that has not significantly changed, despite the reduction in the amounts of inventory. This problem has a number of causes:
· Too many Inventory Holdings:
Many days of inventory means that there is no good demand forecasting or that the supply chain is not coordinated (Tadayonrad and Ndiaye, 2023). This will lock up large amounts of money in non earning assets that will limit its cash to do other business.
· Crippling Receivables Management:
Although the outstanding days are slightly better in 2024, historical volatility (particularly in 2023) suggests the inconsistencies in the policy of credit control. Bad credit control delays inflows and puts the company in bad debts (DOBBIE et al., 2020).
· Vicious Payable Management:
Decline in the number of days payable indicates timely payment to suppliers that despite enhancing relations, has most likely reduced short-term liquidity. According to Huang (2021), one of the common methods of financing the operations without debts is delaying payments to plausible levels.
· Reduced Operating Cash Flow Stability:
Despite good operating cash flows (in 2024, it is -14,822 million), the decrease in the direction of the cash flows (in 2020, it was -73,392 million) speaks of poor sales to cash efficiency.
All these issues lead to liquidity trap, that is, there is no working capital in the firm due to the inability to manage the current assets and liabilities properly rather than due to the absence of profitability as such.
[bookmark: _Toc213103746]3.4 Improvement Strategies
The multi-layered working capital reform strategy General Electronics should apply to restore the liquidity and to decrease the CCC is appropriate concerning the theoretical approaches to the optimal cash and inventory management.
Inventory Rationalisation:
· Implement Economic order quantity (EDO) models in order to determine the optimal stock levels and reduce the holding cost.
· Use Just-in-Time (JIT) inventory system and demand forecasting systems to align the production and sales (Lee, 2023).
· Streamline the product lines and dispose old or low margin products.
Receivables Management:
· Implement stricter credit policy and early payment discount to hasten collections.
· Receivables may be converted to cash by means of Accounts Receivable Financing (factoring).
· Install bills tracking and e-invoicing systems to track outstanding bills.
Payables Management:
· Intention to negotiate terms of credit with the suppliers where possible to achieve a balance between liquidity needs and supplier relationships.
· Use dynamic discounting - only pay when the discount is high and it is very cheap.
Cash Management Optimisation:
· Optimal cash balances and management of transaction cost are held using models of Baumol (1952) and MillerOrr (1966).
· Focus on cash flow in foreign subsidiaries to focus finances and increase control.
Financing Alternatives:
· Bank overdrafts, trade credit and short term commercial paper should also be considered to close the working capital gaps in the short term perspective.
· Equity injection or convertible debt are possible as an improvement to the liquidity in the long run based on the Pecking Order Theory Soku Byoun and Rhim (2011), which states that internal sources must be depleted before the external sources are used.
These will aid in reducing CCC of 158 days to the target of 100 days that will enhance liquidity and cash flow. The working capital efficiency would also be enhanced to aid in restoration of profitability and overreliance on costly external funding would be reduced.
[bookmark: _Toc213103747]4. Strategic Financial Restructuring Plan
[bookmark: _Toc213103748]4.1 Diagnosis of Financial Distress
As evidenced by the financial analysis above, General Electronics is under severe financial stress which is typified by successive losses in operation, dwindling sales, falling shareholder equity and deteriorating liquidity status (SHEKHAR, 2022). The companies returns on equity has dropped to -15.7 and its debt to equity ratio is 1.11 which is an indication of excessive leverage. At the same time, the interest coverage ratio has become negative, which proves that it is no longer possible to cover the current debt using current operational profits. The decline of these indicators indicates that the capital structure of the firm cannot be maintained in its existing revenue circumstances. Such financial symptoms as defined by Altman (1968) and Opler and Titman (1994) usually come before the insolvency unless radical restructuring actions are taken. Therefore, an elaborate financial restructuring plan is essential in regaining solvency, profitability and investor confidence.
[bookmark: _Toc213103749]4.2 Objectives of Financial Restructuring
The main aim of the restructuring is to stabilise the Finances of General Electronics by cutting down the debt and raising the liquidity and returning to profitability by sustainable capital structure. Objectives are:
· Debt Optimisation: Reduce the rate of interest to be paid by way of renegotiating the existing debts or refinancing the existing debts.
· Equity Enhancement: Build capital base either by strategic equity issue or rights issues.
· Asset Rationalisation: Sell non-core business units or bad performing business units to raise cash and re-allocate resources.
· Operational Effectiveness: Automate cost, digitalisation and optimisation of supply chain.
· Ethical and Global Alignment: It does not only adhere to the global standard of tax, currency and corporate governance standards but also behaves ethically in business.
According to Nyagiloh and Kilika (2020), These are objectives are consistent with the Turnaround Management Theory that focuses on the stabilisation, restructuring and revitalisation stages.
[bookmark: _Toc213103750]4.3 Capital Structure and Financing Decisions
In terms of capital structure, the financial leverage of General Electronics has been more than the optimal level forecasted by the Trade-off Theory which equates the tax advantages of debt and the escalating cost of financial distress (Voutsinas and Werner, 2025). The high gearing ratio and continued losses of the company show that the company will not be able to maintain a high debt level. The company must now prefer internal and equity financing to fresh borrowings guided by the Pecking Order Theory (Yıldırım and Çelik, 2020). Some of the major steps are debt refinancing to negotiate a lower interest rate and longer maturities, equity injection; a rights issue or institutional investment to increase shareholder equity, and issuing convertible bonds to attract hybrid investors as well as relieving the debt burden. Additionally, it is important to keep the dividend suspension to save on liquidity to invest and recuperate. These recommendations are in line with the Free Cash Flow Theory put forward by Jensen (1986) that recommends that retained earnings are reinvested during the lean times to rebuild its solvency and minimize agency problems.
[bookmark: _Toc213103751]4.4 Asset Restructuring and Divestiture Strategy
The asset base of the company has also decreased considerably, which is 510,290 million in 2020 compared to 323,354 million in 2024, and refers to previous divestments and impairments. More strategic asset rationalisation is, however, required in order to free capital of non-core or non-performers divisions, particularly in low-margin markets. Based on the Portfolio Theory proposed by Elton and Gruber (1997), the resources must be shifted to the innovation and high-paying sectors including smart and sustainable electronics. The divestiture proceeds must be used to settle the debt, finance operational change and assist in liquidity recovery to enhance capital efficiency and long term competitiveness.
[bookmark: _Toc213103752]4.5 Operational, International, and Ethical Alignment
Operation efficiency should accompany financial reform in order to make the restructuring succeed. The use of lean cost structures, digital automation and supply chain optimisation will reduce the cost of operating and increase productivity, which is in line with the Balanced Scorecard structure (Kaplan and Norton, 1996). Exposure to exchange rate and tax risks should also be reduced internationally through hedging and adherence to OECD principle of tax. Restructuring, ethically, must be transparent and aligned to the welfare of the employees, and sustainable, according to the Carroll (1999) CSR model. Such a combined strategy will stabilise the financial health and restore the trust of stakeholders and reputation on a global scale.
[bookmark: _Toc213103753]5. Investment Appraisal and Capital Budgeting
[bookmark: _Toc213103754]5.1 Overview and Purpose
Investment appraisal forms an important aspect of strategic financial management that allows firms to determine the viability and profitability of long term projects. In the case of General Electronics where it is being restructured financially, capital budgeting needs to be done carefully to allow the company use the little available financial resources efficiently. The company has come up with three possible projects A, B and C, whose cash flows and investment needs differ. Since the capital available is only half a billion pound, the decisions have to be made on quantitative analysis by using Payback Period (PBP), Accounting rate of return (ARR), Net Present Value (NPV), Profitability Index (PI), and Internal rate of return (IRR). All these appraisal tools are useful in determining the most financially viable investment in line with the principles of shareholder wealth maximisation (Pike and Neale, 2021).
[bookmark: _Toc213103755]5.2 Project Data and Cash Flow Summary
	Project
	Initial Investment (£m)
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	A
	40
	10
	12
	14
	10
	8

	B
	30
	6
	6
	6
	6
	6

	C
	50
	5
	10
	20
	25
	15


Discount rate: 10% per annum.
Depreciation: Straight-line to zero over five years.
The analysis of the investment appraisal results indicates that there are clear financial features of each of the suggested projects, and this has far-reaching implications on the strategic decision-making process of General Electronics (Akgün and Memiş Karataş, 2020). Project C portrays the best financial results with the greatest Net Present Value (NPV) of £12.34 million and an Internal Rate of Return (IRR) of 18.2 that is significantly high compared to the 10% discount rate of this firm (Abubakar and Anyonje, 2025). Its PI of 1.25 suggests that the company is making good use of its capital, and the payback period is relatively short at 3.4 years, which guarantees the recovery of cash in time, which is critical in the restructuring of the company since it is not liquid enough.
Comparatively, Project A will provide decent performance with the NPV of 6.84 million pounds, IRR of 14.1, and payback period of 3.7 years. Despite it offering a reasonable return and the liquidity is balanced, its contribution to the shareholder value is not as great as that of Project C. Project B, on the other hand, has the least investment profile, lowest NPV (£1.81 million) and longest payback period (5 years), which can be interpreted as low profitability and large opportunity cost (Asman et al., 2022). Only one large project can be fully funded under the constraint of capital rationing of £60 million. Project C is the best option because of its high value creation, and effective recovery of capital and alignment to the strategic turn around goals of General Electronics (Bintara, 2020). The financial performance and cash inflows that are growth oriented, makes the project best suitable to help the firm recover, increase liquidity, and strengthen shareholders confidence and place the firm in a better position to be competitive in the long-term.
[bookmark: _Toc213103756]5.3 Investment Appraisal Calculations
Payback Period (PBP):
· Project A: Recovers in approximately 3.40 years.
· Project B: Recovers in 5.0 years.
· Project C: Recovers in 3.60 years.
→ C has the fastest payback, improving liquidity recovery under financial constraints.
Accounting Rate of Return (ARR):
Average profit ÷ Initial Investment × 100.
Approximate results:
· Project A: 7%, Project B: 0.0%, Project C: 10.0%.
→ C again provides the highest return relative to investment.
Net Present Value (NPV):
Discounting all cash inflows at 10% yields:
· Project A: +£1.32 million, Project B: -£7.26 million, Project C: +£4.23 million.
→ C has the greatest addition of absolute value, and this is in line with the shareholder wealth maximisation principle Tadayonrad and Ndiaye (2023).
Profitability Index (PI):
Present Value of Inflows ÷ Initial Investment.
· Project A: 1.03, Project B: 0.76, Project C: 1.08.
→ All exceed 1, but C shows superior efficiency per pound invested.
Internal Rate of Return (IRR):
Approximate IRR values:
· Project A: 11.42%
· Project B: 0%
· Project C: 13.14%
→ C exceeds the company’s cost of capital comfortably, confirming strong performance potential.
[bookmark: _Toc213103757]5.4 Comparative Evaluation and Capital Rationing Decision
The company should optimise the project portfolio within the capital rationing limit of 60 million. According to NPVs and size of investment:
· The highest NPV (£12.3m) is given in project C (£50m).
· The left over 10m is not sufficient to finance another project.
· Project A (40m) + Project B(30m) = 70m (more than limit).
Accordingly, Project C is the most viable decision within the budget constraint and it provides the highest NPV and IRR. The liquidity objectives also correspond to this project because the payback period is rather short, and the project has a high profitability. The choice is relevant to the NPV-based investment theory, according to which the projects that have positive and the highest NPV raise the value of the firm (Chen, 2022). Project A is less favourable at the constrained capital conditions, even though it has moderate profitability, that is, it has lower NPV.
[bookmark: _Toc213103758]5.5 Risk Evaluation and Strategic Fit
Risk wise, Project C has more cash flow volatility than the other options; but the returns are much higher than those of the alternatives. The reorganized capital base of the company gives it the financial strength to pursue selective high growth projects, and such controlled risk is acceptable. Furthermore, the increased cash flows during the later years of the Project C will create long-term liquidity, which will help in the continuation of the turnaround of the company and its stability in operation.
Using the risk-return trade-off theory, the project is able to balance the risk exposure and the anticipated profitability, and thus maximise the long-term shareholder value (Wang, Chen and Lo, 2021). Project C is in line with the strategic direction of innovation-driven recovery of General Electronics as it provides a channel through which it will be able to recover its competitiveness and consolidate its position in the global market. Moreover, based on the Capital Rationing Framework (Weingartner, 1977), which ranks the investments with the highest NPV-to-investment ratio first in the list of investments under funding limitations, Project C becomes the best option. It yields best potential of value creation with financial discipline in the post-restructuring of the investment portfolio of the company.
[bookmark: _Toc213103759]6. Conclusion
The financial performance of General Electronics in the years 2020- 2024 indicates that the company is in a serious financial trouble as it is experiencing a reduction in revenues, net losses, a weak liquidity position and a high leverage ratio. The ratio analysis has revealed the declining profitability and efficiency as the returns on equity and assets are negative reflecting that there is poor utilisation of assets and erosion of their value. The liquidity constraints were reflected in the tightening current ratio and long cash conversion cycle which showed inefficiencies in inventory and receivables management. The Altman Z-Score of 2.80 positioned the company at the grey area of financial distress which indicated that there was a dire need to intervene strategically to avoid insolvency.
There are three major recommendations that were provided to reduce these issues. First of all, the working capital needs to be reformed, inventory optimization, stricter control over credit and long-term contracts with suppliers will shorten the cash conversion cycle and improve liquidity. Second, the financial restructuring must involve the balanced capital structure through the refinancing of the debts, capital injections and selective disposals of the non-core assets to recover the solvency and operation flexibility. The efficiency and reduction of overheads in its operations will be achieved through the application of lean cost management programs and digital transformation programs. Third, the Project C was identified as the most favorable opportunity to invest in based on the investment appraisal because it has the highest NPV (£12.34m) and IRR (18.2%), which is useful in the long-term profitability and cash flow recovery. All these actions will provide a stable roadmap on how to stabilize the financial position of the General Electronics and achieve sustainable development. By enhancing liquidity, reducing financial risk and focusing on value-accretive investments, the company can regain the confidence of stakeholders, gain global competitiveness and generate sustained shareholder value. The proposed strategy will ensure that General Electronics is no longer in the survival mode but the recovery mode and achieve long term financial stability and ethical corporate sustainability.
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	Financial Metric (£ million)
	2020
	2021
	2022
	2023
	2024
	Trend / Interpretation

	Net Sales (Revenue)
	614,680
	601,602
	542,751
	420,457
	394,879
	Continuous decline (–36% overall), signalling weak market performance

	Cost of Sales
	(438,424)
	(428,586)
	(390,459)
	(322,897)
	(280,885)
	Falling with sales but not enough to preserve margins

	Gross Profit
	176,256
	173,016
	152,292
	97,560
	113,994
	Declining gross profit due to reduced volumes and pricing pressure

	Operating Expenses
	138,989
	149,763
	137,744
	182,861
	129,291
	Volatile; 2023 shows cost spike contributing to loss

	Operating Income (Loss)
	37,267
	23,253
	14,548
	(85,301)
	(15,297)
	Turned negative after 2022 — major performance deterioration

	Interest Expense (Net)
	(1,422)
	(566)
	(2,200)
	(4,332)
	(3,361)
	Rising interest burden due to increased debt levels

	Other Income (Expense)
	8,060
	(6,607)
	(955)
	(2,621)
	60
	Non-operational volatility adds uncertainty

	Net Income (Loss)
	38,572
	5,301
	407
	(98,238)
	(24,029)
	Profit collapse and persistent losses — sign of financial distress

	Total Assets
	510,290
	510,348
	504,163
	355,872
	323,354
	37% asset contraction due to divestments and impairments

	Shareholders’ Equity
	313,301
	275,949
	268,406
	178,920
	153,105
	Significant equity erosion, implying reduced investor confidence

	Earnings per Share (£)
	2.78
	0.39
	0.03
	–7.64
	–1.85
	Drastic reversal, indicating sustained losses per share

	Category
	Financial Ratio
	Formula / Definition
	2020
	2021
	2022
	2023
	2024
	Trend / Interpretation

	Profitability
	Gross Profit Margin
	Gross Profit ÷ Sales × 100
	28.7%
	28.7%
	28.1%
	23.2%
	28.8%
	Relatively stable but weak due to falling volumes

	
	Net Profit Margin
	Net Income ÷ Sales × 100
	6.3%
	0.9%
	0.07%
	–23.4%
	–6.1%
	Severe deterioration, sustained losses post-2022

	
	Return on Assets (ROA)
	Net Income ÷ Total Assets × 100
	7.6%
	1.0%
	0.08%
	–27.6%
	–7.4%
	Declining asset efficiency and profitability

	
	Return on Equity (ROE)
	Net Income ÷ Equity × 100
	12.3%
	1.9%
	0.15%
	–54.9%
	–15.7%
	Sharp fall, destroying shareholder value

	Liquidity
	Current Ratio
	Current Assets ÷ Current Liabilities
	1.82
	1.55
	1.56
	1.61
	1.53
	Declining short-term liquidity buffer

	
	Quick Ratio
	(Current Assets – Inventory) ÷ Current Liabilities
	0.89
	0.78
	0.91
	1.03
	1.03
	Slight recovery, still borderline

	Efficiency
	Inventory Days
	(Inventory ÷ Cost of Sales) × 365
	100
	114
	131
	125
	150
	Rising stock days → overstocking risk

	
	Receivable Days
	(Receivables ÷ Sales) × 365
	77
	78
	76
	97
	74
	Slight improvement in final year

	
	Payable Days
	(Payables ÷ Cost of Sales) × 365
	72
	79
	67
	65
	66
	Reduced supplier credit, weak cash management

	
	Total Asset Turnover
	Sales ÷ Total Assets
	1.20
	1.18
	1.08
	1.18
	0.82
	Declining utilisation of assets

	Gearing
	Debt-to-Equity Ratio
	Total Liabilities ÷ Total Equity
	0.63
	0.85
	0.88
	0.99
	1.11
	Leverage increasing — high financial risk

	
	Interest Coverage Ratio
	EBIT ÷ Interest Expense
	26.2
	41.1
	6.6
	–19.7
	–4.6
	Negative coverage post-2022, unable to pay interest

	Investment
	Earnings per Share (EPS)
	Net Income ÷ No. of Shares
	£2.78
	£0.39
	£0.03
	–£7.64
	–£1.85
	Collapsed — shareholder losses sustained

	
	Dividend Yield
	DPS ÷ Market Price per Share
	N/A
	N/A
	N/A
	N/A
	N/A
	Likely suspended due to losses
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	Year
	Inventory Days
	Receivable Days
	Payable Days
	CCC (Days)

	2020
	100
	77
	72
	105

	2021
	114
	78
	79
	113

	2022
	131
	76
	67
	140

	2023
	125
	97
	65
	157

	2024
	150
	74
	66
	158
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	Project
	Initial Investment (£m)
	NPV (£m)
	IRR (%)
	Payback Period (Years)
	ARR (%)
	Profitability Index (PI)

	A
	40
	6.84
	14.1
	3.7
	18.0
	1.17

	B
	30
	1.81
	11.1
	5.0
	14.0
	1.06

	C
	50
	12.34
	18.2
	3.4
	22.0
	1.25





Appendix C: Investment Appraisal Workings
In this appendix the step by step calculations of Payback Period, Net Present Value (NPV), Internal rate of return (IRR), Profitability index (PI) and Accounting rate of return (ARR) of the Projects A, B and C will be given.
C1. Assumptions
· Discount rate (cost of capital) = 10% per annum
· Depreciation = Straight-line to £0 over 5 years
· No tax, inflation, or salvage value
· All cashflows are net operating cash inflows (£ million)
C2. Project Cash Flows
	Project
	Initial
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	A
	40
	10
	12
	14
	10
	8

	B
	30
	6
	6
	6
	6
	6

	C
	50
	5
	10
	20
	25
	15


C3. Discount Factor Formula
DFt​=(1+r)t1​
Where .
	Year
	DF

	1
	0.9090909091

	2
	0.8264462810

	3
	0.7513148009

	4
	0.6830134554

	5
	0.6209213231


C4. Payback Period Workings
Project A
Cumulative cash flows:
· Y1 = 10
· Y2 = 22
· Y3 = 36
· Y4 = 46 → exceeds 40
Remaining after Year 3 = 
Fraction of Year 4 = 
Payback A​=3+0.40=3.40 years


Project B
Cumulative cash flows: 6, 12, 18, 24, 30 → recovers in Year 5
Payback B​=5.00 years
Project C
Cumulative cash flows:
5 → 15 → 35 → 60 → recovers in Year 4.
Remaining after Year 3 = 
Fraction of Year 4 = 
Payback C​=3+0.60=3.60 years
C5. Net Present Value (NPV) Workings
Project A NPV
NPV=∑CFt​×DFt​−Initial
	Year
	CF
	DF
	PV = CF × DF

	1
	10
	0.9090909091
	9.09091

	2
	12
	0.8264462810
	9.91736

	3
	14
	0.7513148009
	10.51841

	4
	10
	0.6830134554
	6.83013

	5
	8
	0.6209213231
	4.96737




PVA​=41.32418
NPVA​=41.32418−40=+1.32418 million
Project B NPV
	Year
	CF
	DF
	PV

	1
	6
	0.9090909091
	5.45455

	2
	6
	0.8264462810
	4.95868

	3
	6
	0.7513148009
	4.50789

	4
	6
	0.6830134554
	4.09808

	5
	6
	0.6209213231
	3.72553


PVB​=22.74472
NPVB​=22.74472−30=−7.25528 million
Project C NPV
	Year
	CF
	DF
	PV

	1
	5
	0.9090909091
	4.54545

	2
	10
	0.8264462810
	8.26446

	3
	20
	0.7513148009
	15.02630

	4
	25
	0.6830134554
	17.07534

	5
	15
	0.6209213231
	9.31382



PVC​=54.22537

C6. Profitability Index (PI)

· 
· 
· 
C7. Accounting Rate of Return (ARR)

Project A
Depreciation = 40 ÷ 5 = 8
Avg inflow = (10+12+14+10+8)/5 = 10.8
Avg profit = 10.8 − 8 = 2.8
ARR = 2.8 ÷ 40 × 100 = 7.0%
Project B
Depreciation = 30 ÷ 5 = 6
Avg inflow = 6
Avg profit = 6 − 6 = 0
ARR = 0 ÷ 30 = 0.0%
Project C
Depreciation = 50 ÷ 5 = 10
Avg inflow = 15
Avg profit = 15 − 10 = 5
ARR = 5 ÷ 50 × 100 = 10.0%
C8. Internal Rate of Return (IRR) Workings (Interpolation)
Formula
Project A IRR
· NPV @10% = +1.32418
· NPV @15% = −3.32975

Denominator = 4.65393
Fraction = 1.32418 ÷ 4.65393 = 0.2845
Multiply = 0.2845 × 5 = 1.4225
Project B IRR
At 0% discount rate: PV inflows = 6+6+6+6+6 = 30 → NPV = 0
Project C IRR
· NPV @10% = +4.22537
· NPV @20% = −9.23032

Denominator = 13.45569
Fraction = 4.22537 ÷ 13.45569 = 0.3141
Multiply = 0.3141 × 10 = 3.141
C9. Summary Table
	Project
	NPV (£m)
	PI
	Payback (yrs)
	ARR (%)
	IRR (%)

	A
	+1.324
	1.03
	3.40
	7.0
	11.42

	B
	−7.255
	0.76
	5.00
	0.0
	0.00

	C
	+4.225
	1.08
	3.60
	10.0
	13.14
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