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[bookmark: _Toc214712738]Introduction
The report gives a financial analysis of General Electronics, which is a multinational corporation dealing with consumer electronics. The firm has witnessed a reduction in revenues, profitability, and liquidity, resulting in a financial crisis. This report contains the most significant financial performance ratios, profitability, liquidity, efficiency, and gearing ratios and explains the weaknesses that are low returns on the capital employed and decreasing trends in the gross profit ratios. Also, during the working capital analysis, the Altman Z-score model shows that this company faces a greater threat of corporate failure. Potential financial restructuring mechanisms, including asset sales, mergers, and equity injections, are also addressed in the report. It concludes with an investment appraisal of several projects, providing guidance in decision-making with capital rationing constraints.
[bookmark: _Toc214712739]Financial Health Check
The firm has overcome its hardships and challenges to remain profit-driven over the previous few years (2020-24). Nevertheless, 2020 had the highest net sales of £614.68 million. It has declined steadily since then, with the numbers displaying £394.88 million in 2024. A decline in net sales of this kind indicates a decrease in the market demand or industry competition generally (Robert, Jennifer and Todd, 2023). The cost of sales is on a downward trend because the price in 2024 is lower (£280.89 million) than in 2020, when it was £438.42 million. This has also influenced the gross profit in the company. The gross profit was 176.26 million in 2020, but it decreased significantly in 2024, even though the cost of sales was reduced. This is because of poor sales and a lack of operational efficiency, as evidenced by increasing operating costs. In 2020, sales totalled £138.99 million, and in 2024, they fell to £129.29 million.
Financial Position Analysis: The consolidated financial position indicates that total assets and equity have declined considerably as of 2022 and onwards, and this has been attributed to low cash, inventories, and retained earnings. There was also a reduction in liabilities, but at a low rate. High treasury stock also decreases equity. The financial strength of the company has decreased, which is indicated by the reduction in liquidity, assets, and shareholder value over the past five years.
Cash Flow Statement: The place of the cash flow statement depicts improving operating cash in 2024, even though there is a net loss, which is due to the working-capital adjustments. Cash investment is regular because of the continuous purchases of assets. The financial activities are oscillating with high borrowing and credit line reimbursement. Generally, the cash showed a downward trend in 2024, indicating more reliance on financing and lower profitability than in previous years.
[bookmark: _Toc214414585][bookmark: _Toc214712740]Ratio Analysis of General Electronics 
The financial analysis of the last five years across general electronics indicates that it has recorded major changes in key financial ratios, which include its advantages and disadvantages.
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[bookmark: _Toc213267771][bookmark: _Toc214414586][bookmark: _Toc214712741]Profitability Ratios
The ratios that depict how well an organisation has been able to make a profit in relation to its revenue, assets and equity are profitability ratios (Tracy, 2012).
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[bookmark: _Toc214664104]Figure 1 Profitability Ratios
Source: Self-made
The negative value of Return on Capital Employed (ROCE) in 2024 means that the company was no longer making profits on the employed capital. In 2020, 2021 and 2024, Gross Profit Margin has held fairly constant at 29 per cent, whereas it shrank to 23% in 2023, indicating an impact on cost management and margins. Meanwhile, the Net Operating Profit Margin deteriorated to -4% in 2024, according to the comparison with 6% in the previous year, due to the deterioration of operational efficiency.
[bookmark: _Toc214414587][bookmark: _Toc214712742]Liquidity Ratios
The liquidity ratios are needed to know the capacity of a company to meet its current needs. The Current Ratio, preferably 2:1, has been relatively constant over the years, reflecting the ability of the firm to meet short-term obligations. Nevertheless, a stricter liquidity ratio is the Acid Test Ratio, which doesn't include inventory in assets. The optimal Acid Test Ratio is usually 1:1. However, the fact that both ratios have decreased slightly over time suggests that the firm might be experiencing challenges with its short-term solvency.
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[bookmark: _Toc214664105]Figure 2 Liquidity Ratios
Source: Self-made
Current Ratio was greater than one throughout all the periods, which means that these companies typically possess enough assets to cover the current liabilities (Blessing and Sakouvogui, 2023). However, it slightly fell from 1.82 in 2020 to 1.53 in 2024. The Quick Ratio, a more important measure of liquidity, has been fluctuating with 1.15 in 2020 and 1.03 in 2024, meaning that there was an increase in deterioration of the immediate liquidity of the company (Hertina, 2021). It also shows that the Cash Ratio has decreased, from 32 per cent in 2020 to at least 17 per cent in 2024. This decrease in cash relative to short-term loans suggests a potential liquidity risk indicator.
[bookmark: _Toc213267773][bookmark: _Toc214414588][bookmark: _Toc214712743]Efficiency Ratios
The efficiency ratios are employed to demonstrate the effectiveness of the company in utilising assets and liabilities to generate revenue (Lee, 2023).
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[bookmark: _Toc214664106]Figure 3 Efficiency Ratios
Source: Self-made
The inventory turnover has slowed and now measures 103 days as compared to 100 in 2020. The days of inventory turnover show ups and downs, with a peak in 2022.  Trade payables days are rising steadily, which means General Electronics takes a long time to pay. The days of Trade Receivables are increasing, with the State experiencing increasing trends of 105 days and 94 days of Trade Receivables and Trade Payables, respectively, in 2024. This is a pointer to excessive collection and payment days that can influence the cash flow.  In line with these trends, it is seen that there is some definite improvement in receivables management, whereas there might be some payables and inventory turnover problems.
[bookmark: _Toc213267774][bookmark: _Toc214414589][bookmark: _Toc214712744]Gearing Ratios
Gearing ratios determine the risk and the financial leverage of the company (Aldo, 2022). Capital structure gearing is typically higher than leverage gearing, indicating a greater reliance on equity than on debt. In 2023, both ratios increased, resulting in increased financial risk. In 2024, both ratios show a slight decrease. Therefore, it appears that General Electronics has perhaps increased its debt in 2023. This may enhance the financial leverage. In addition, it may adversely affect the future level of profitability unless well managed. 
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[bookmark: _Toc214664107]Figure 4 Gearing Ratios
Source: Self-made
The interest coverage ratio has increased to 26.21, compared to negative levels in 2020 and 2021, indicating that the company is now able to service its loans comfortably. The Leverage Ratio was not very high (5 to 9), which means that the company is not overleveraged. Over the years, the debt accrued may pose risks in the future.
[bookmark: _Toc213267775][bookmark: _Toc214414590][bookmark: _Toc214712745]Investment Ratios
Earnings Per Share (EPS) shows that revenues (2.72 in 2020) will decrease to negative values in 2023 and 2024, indicating a decrease in profitability. The 2021 and 2022 P/E Ratios were high, indicating that the company was over-valued or there was an expectation of international growth. The ratio, nevertheless, decreased to 0 in 2023 and 2024, indicating that investors have lost faith in the company and are terrified it will make any profit (Tracy, 2012).
[bookmark: _Toc214712746]Trends, Strengths, and Threats in Financial Performance 
· Profitability Decrease: An apparent decline in profitability, particularly in ROCE and Net Operating Profit Margin, which is declining at an alarming rate, particularly in 2023 and 2024.
· Stability in Gross Profit Margin: Gross Profit Margin 29% remained nearly the same in 2020, 2021 and 2024, which indicates that the company had taken firm control of its production process regarding direct expenses.
· Asset Turnover Stability: Asset Turnover was relatively stable as it fluctuated around the 1.2 value, which means that the company was turning its assets into revenue.
· Non-Current Asset Utilisation: Non-Current Asset Turnover Tracking reveals that the Company has reduced its turnover fourfold between 3.35 in 2020 and 4.88 in 2024. This is a positive indicator of the Company becoming more efficient in handling long-term assets.
· Liquidity Pressure: Current Ratio, Quick Ratio and Cash Ratio have slightly decreased in recent years, and the Cash Ratio decreased considerably, signifying increased liquidity restraint and hardship.
· Raised Working Capital Cycle: The Trade Receivables Days and Inventory Turnover Days are increased, and this attracts attention to delayed collection rates and ineffective use of inventory.
· Interest Recovery: The Interest Coverage Ratio showed a good recovery in 2020 and 2021 to a healthy 26.21 in 2024, with a higher capacity of meeting the interest payments.
[bookmark: _Toc214712747]Strengths in the Financials
The most significant aspect of General Electronics' financial performance is its steady Gross Profit Margin, despite profitability issues. Non-current Asset Turnover is also moving in the same direction toward positive growth, indicating the efficient use of long-term assets. Also, the Interest Cover Ratio has been significantly improved, suggesting a better capability of paying off debt. Its Current Ratio is greater than one, providing some confidence that the company will fulfil its short-term obligations (Lee, 2023).
[bookmark: _Toc214712748]Financial Weaknesses
Nevertheless, there are weaknesses in the company in spite of these strengths. The aggregate Profitability Ratios are steadily declining, and particularly these are ROCE and Net Operating Profit Margin, suggesting declining returns to capital and operational inefficiency. The Liquidity Ratios, such as the Cash Ratio, have been decreasing over the years.  It was an indicator of the reduced liquidity and potential challenges in meeting immediate financial obligations (Blessing and Sakouvogui, 2023). Moreover, the increase in Inventory Turnover Days and Trade Receivables Days demonstrates poor working capital and cash management.
[bookmark: _Toc214712749]Corporate Failure Prediction Using Altman Z-Score
The Altman Z-Score is an indicative model of corporate bankruptcy or financial instability, predicted using key financial ratios (Mattio, 2024). The score is obtained as follows:
[image: ]
Where:
· X1: Working Capital / Total Assets
· X2: Retained Earnings / Total Assets
· X3: Earnings Before Interest and Taxes (EBIT) / Total Assets
· X4: Market Value of Equity / Total Liabilities
· X5: Sales / Total Assets
[bookmark: _Toc214712750]Altman Z-Score Calculation 
We will calculate the Z-score for each year based on the given data for X1, X2, X3, X4, and X5.
Table 4 Z-Score Calculation
	Year
	X1
	X2
	X3
	X4
	X5
	Z-Score Calculation
	Z-Score

	2020
	0.2887
	0.6369
	0.0730
	0.0034
	1.2046
	Z=1.2×0.2887+1.4×0.6369+3.3×0.0730+0.6×0.0034+1.0×1.2046=1.5530
	1.5530

	2021
	0.2358
	0.6472
	0.0456
	0.0004
	1.1788
	Z=1.2×0.2358+1.4×0.6472+3.3×0.0456+0.6×0.0004+1.0×1.1788=1.5441
	1.5441

	2022
	0.2411
	0.6559
	0.0289
	0.0000
	1.0765
	Z=1.2×0.2411+1.4×0.6559+3.3×0.0289+0.6×0.0000+1.0×1.0765=1.5741
	1.5741

	2023
	0.2745
	0.6532
	-0.2397
	-0.0109
	1.1815
	Z=1.2×0.2745+1.4×0.6532+3.3×−0.2397+0.6×−0.0109+1.0×1.1815=1.2990
	1.2990

	2024
	0.2604
	0.6446
	-0.0473
	-0.0028
	1.2212
	Z=1.2×0.2604+1.4×0.6446+3.3×−0.0473+0.6×−0.0028+1.0×1.2212=1.3309
	1.3309



The Z-score values are used to show the financial performance of General Electronics. A score ranging below 1.8 would generally indicate a high risk of bankruptcy, whereas a score of over three would indicate financial stability. In this instance, the Z-score of the company in 2023 and 2024 has decreased below the threshold, and a higher risk of financial distress indicates a possible increase in financial predicament. The general downward trend of the Z-score between 2020 and 2024 suggests that General Electronics is experiencing a growing economic crisis, and therefore, restructuring may be necessary to prevent failure.
[bookmark: _Toc214712751]Working Capital Management Analysis
[bookmark: _Toc214712752]Cash Operating Cycle Analysis
The Cash Operating Cycle (COC) refers to the period between the expenses of raw materials and the revenue received after the sales of the products (Asman et al., 2022). The COC of the company over the last five years has been fluctuating, which means that management of working capital has been rather inconsistent. The COC was 107.83 days in 2020, and it has risen to 113.96 days in 2021. This pattern continued until 2022, as the high of the cycle was 139.87 days. However, the period slightly increased to 133.06 days in 2023 and 115.06 days in 2024.
The increased cash operating cycle may be associated with the liquidity problem because the longer the cycle, the more time the company takes to transform investments into inventory and receivables into cash (Blessing and Sakouvogui, 2023). The increase in COC in 2022 is explained by slower inventory turnover and longer collection days on receivables, which hampered the company's cash flow. Although the COC has slightly improved in 2024, it remains relatively high, indicating that the company still needs to enhance the effective management of its working capital. The reduction of the COC would help liquidity and would provide the competence of the company to fulfil its short-term liabilities.
[bookmark: _Toc214712753]Strategies for Improving Liquidity
To enhance liquidity and shorten the company's cash operating cycle, several strategies may be implemented.
Minimising Inventory Days: This company should consider increasing its inventory turnover by implementing just-in-time (JIT) inventory management or improved demand forecasting techniques (Saleem and Rehman, 2011). Spending less inventory enables the company to release cash invested in stock. Enhanced supply chain management and relationships with vendors can also help minimise the time required to replenish inventory and reduce inventory days, thereby decreasing the COC.
Enhancing Receivables Collection: Accelerating the process of receivables is one of the best strategies to strengthen liquidity (Mömmo, 2021). The firm can have stricter credit policies and more effective billing practices. Trade Receivables Days can be minimised with discounts on advances, enhanced customer credit assessment and a superior invoice system to decrease the COC and optimise available cash. Automated payment notices and a special collections team can also provide faster collections.
Smartening Payables: Payables must be managed effectively, though they should be collected as soon as possible (Yan et al., 2024). The company should re-examine the terms of supplier payments to ensure they do not undermine relationships with suppliers. Where feasible, it would be better to extend payment terms to gain more time to collect cash from sales and raise liquidity.
[bookmark: _Toc214712754]Short-term vs Long-term Financing
Diffusion, whether in the short-term or long-term, presents a vital problem and is based on the company's liquidity management approach. Both types of financing have certain advantages and disadvantages.
Short-term Financing: Short-term financing refers to borrowing money for a period of one year or less. It is usually used to finance the working capital needs of the company, such as picking up stock and collecting receivables. The major benefits of short-term financing are speed and flexibility. It will enable the company to fulfil the immediate liquidity demands without taking any long-term debt. Nonetheless, short-term funds may be costly in the long run since the enterprise may not need to reimburse the loan, and the interest charges are typically elevated compared to long-term charges. In addition, excessive use of short-term funding may result in the inability to maintain cash flows when the business has difficulties with satisfying repayment dates (Saleem and Rehman, 2011).
Long-term Financing: Conversely, long-term financing will be used as a contrast to capital expenditures or business expansion. It also has the advantage of offering a reduced interest rate compared to short-term loans, allowing the business to repay without straining its cash flow. Long-term financing could also help the company raise substantial investments, which can be utilised in strategic investments (Schoenmaker and Schramade, 2023). Nevertheless, it might not be flexible regarding short-term funding, and it may not be suitable for financing urgent working capital needs. Moreover, an extremely long-term debt amount can increase financial leverage within the company and diminish financial flexibility.
[bookmark: _Toc214712755]Evaluating the Financing and the Financing Options
The short-run cost of short-term funding will be recovered by increasing working capital efficiency and liquidity through more efficient management of inventory and receivables (Asman et al., 2022). When the firm keeps facing liquidity issues, it might be compelled to borrow short-term loans or lines of credit to resolve the cash crunch. Long term, the business will be able to look into strategic investments like new product development or market entry. However, it must be cautious about becoming excessively leveraged, which will once again put stress on its cash flows and profitability. Short-term and long-term funding focused on the optimisation of operational efficiency will help the company meet its liquidity needs and support long-term expansion.
[bookmark: _Toc214712756]Strategic Financial Restructuring Plan for General Electronics
Over the past few years, General Electronics has been having significant financial issues. Consequently, it requires a total restructuring of its economic stance to normalise and survive over time. Its decent profitability, increasing losses and poor liquidity indicate that the company needs emergency reorganisation measures. The plan offers reorganisation options, balances the effect on the shareholder value, debt structure, and flexibility of operations, and considers the worldwide and moral effects of the reorganisation.
[bookmark: _Toc214712757]Selection of Financial Structuring
[bookmark: _Toc214414603][bookmark: _Toc214712758]Sale of Non-Core Assets
Divestiture may be described as the selling off or disposal of non-core assets or business units. In various geographic areas, General Electronics operates differently. The firm might look to discard its non-profitable or redundant business units or resources. It would also generate new cash flows, aid in reducing debt, boost liquidity, and even streamline the company to concentrate on more profitable or strategically important activities (Saleem and Rehman, 2011). Selling non-core business will enable General Electronics to focus more on other growth opportunities.
Shareholder Value Implication: Capital repatriation has a positive effect on shareholder value through selling unproductive units and decreasing the threat of additional financial depreciation (Shekhar, 2025). The interim cash inflow may improve the liquidity position within a short period, but later developments may follow, as there may be divisions to be retained.
Debt Structure and Operational Flexibility: The sale of assets would result in less debt within the company, improving the debt quality and lowering the financial leverage (Mavlutova et al., 2021). It may also open up operations and enable the management to focus on the core operations and sort out issues. However, organisations which diversified their revenue streams may lose some of their flexibility.
[bookmark: _Toc214414604][bookmark: _Toc214712759]Merger or Acquisition
The purchase or takeover of a company that runs a related or similar business can provide General Electronics with new revenues, market, and operational benefits. An arrangement like this can build manufacturing, selling, and marketing strengths, enabling an opportunity to reduce costs and maximise profit. Moreover, a takeover or merger with a financially secure organisation can provide General Electronics with the financial and personnel resources to stabilise and expand.
Impact on Shareholder Value: Mergers are likely to cause immediate shareholder value, especially where the participating firms are considered complementary and would realise synergies (Perla, 2025). Nonetheless, it might initially cause uncertainty in the market, as investors may perceive the merger as a risky step unless it is communicated clearly. In the long run, the merger is likely to lead to shareholder value growth if it successfully realises synergies.
Effect on Debt Structure and Operating Flexibility: A merger or acquisition may increase the amount of debt General Electronics must borrow to cover the transaction. Nevertheless, when the target has less debt or better cash flow, the acquisition has the potential to be beneficial for overall debt management. In the short term, operational flexibility could have been minimised as a result of integration (Lee, 2023). However, there might be long-term flexibility if the merger results in greater efficiency and market power.
[bookmark: _Toc214414605][bookmark: _Toc214712760]Equity Injection
The other option is to reorganise through equity injection where General Electronics is able to obtain capital through issuing existing and new shares through issuance of capital. It would provide the business with the bonus to finance the debt, invest in growth and increase liquidity (Saleem and Rehman, 2011). The capital inflows would make the firm financially strong to survive and clear up financial difficulties.
Shareholder Value Impact: Equity injection would have a tendency to dilute the existing shareholders, but it might help in the financial long-term wellness (Perla, 2025). The ultimate impact of a capital inflow would be to increase the shareholder value through strengthening the balance sheet and reducing the expensive debt, and enabling the firm to resume and expand.
Favourable Impact on Debt Structure and Operational Flexibility: Capital infusion would positively affect the debt-to-equity ratio, reducing the reliance on external debt (Mavlutova et al., 2021). That can result in a more sustainable capital structure. The firm would also operate at a lower level of difficulty because it would no longer be over-dependent on outside lenders. However, this discount is offset by the reality that such a discount will dilute the interests of the current shareholders, which will negatively affect their control.
[bookmark: _Toc214712761]International and Ethical Considerations
As General Electronics is a business corporation whose operations are global, the restructuring plan should take into account different international variables.
Taxation: The company would consider the tax implications of any reorganisation initiatives. Using the sales of non-core assets as an example, they may be taxable as capital gains taxes, depending on the jurisdiction (Vashisht et al., 2024). Likewise, when the conditions of the arrangement are not well-designed, a merger may lead to taxation issues. General electronics must aim to structure their transactions to minimise the tax on them, potentially through tax credits, deferred taxable investments, or by considering cross-border tax strategies where appropriate. The company must also follow tax regulations in all the countries it operates to avoid fines and maintain its image.
Currency Risk: General Electronics conducts its business across numerous countries, which exposes the company to currency risk. The profitability of its foreign operations can also be affected by foreign currency fluctuations, mainly when a business realises high proceeds or makes expenditures in other currencies (Shekhar, 2025). Another way the firm can cope with currency risk during the restructuring process is by hedging or reorganising to concentrate business operations in markets where currency is stable. Any divestiture or merger must also take into consideration the exchange rate risk and its potential impacts on the value of assets and liabilities that are in foreign currencies.
Inflation: A high inflation rate, especially in emerging economies where General Electronics might be involved in manufacturing or marketing products, could reduce its profitability and increase costs (Ha et al., 2022). The purchasing power of this company can be influenced by inflation, as some costs (e.g., labour and raw materials) may become more expensive. Inflationary trends should inform the financial assumptions and restructuring decisions of the company. An example of this is when inflation is expected to increase in a specific market, the firm can retire in that market or negotiate with its suppliers to maintain a constant price at the current level.
Corporate Social Responsibility (CSR): As advocates of sustainability and ethical business practices in an increasingly dire global environment, General Electronics must ensure that the essence of CSR is reflected in its restructuring plan. The company might attempt to sell a non-core resource, or merge with another business, or infuse equity into the industry. In both cases, however, environmental, social and governance (ESG) should be considered when relocating. General Electronics will evaluate potential partners or investors based on their CSR credentials to ensure the corporation upholds its integrity in sustainability, fair labour practices, and ethical business conduct.
[bookmark: _Toc214712762]Investment Appraisal and Capital Budgeting 
General Electronics has three investment projects to invest in.  They should choose one with a capital rate-capping figure of £60 million 7. Comparison of these projects based on the significant financial instruments, Payback Period (PBP), Average rate of return (ARR), Net present value (NPV), Profitability index (PI), and Internal rate of return (IRR), note that seemingly, there are differences in riskiness, returns and financial viability of the projects. 
[image: ]
The bar chart shows the Net Present Value (NPV) of Project A, Project B, and Project C. Project A has a slightly positive NPV, indicating a slightly profitable investment. Project B has a significant negative NPV, which implies a loss and an avoidance. Lastly, Project C has a significant positive NPV, indicating that the investment is the most lucrative. Based on the NPVs, Project C, because of its financial attractiveness, should be given priority.
In this section, the economic performance of both projects will be assessed, and a recommendation will be made based on the overall financial position of the company and the capital rationing constraint.
[bookmark: _Toc213267793]Table 5 Project Analysis
	Project
	PBP
	ARR
	PI (%)
	IRR (%)
	NPV (£m)

	Project A
	3 Years 4.8 Months
	7.00%
	35.00%
	11.33%
	1.324

	Project B
	5 Years
	0.00%
	0.0%
	0.00%
	-7.255

	Project C
	3 Years 7.2 Months
	10.00%
	50.00%
	12.72%
	4.225



[bookmark: _Toc214414608][bookmark: _Toc214712763]Project A
 The NPV of project A is £1.324 million, which implies that the project will be able to produce a positive cash flow beyond the required yield.
Table 6 Project A
[image: ]
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The 11.33% IRR is also higher than the normal cost of capital for most businesses, making it a good investment. The 3 years 4.8 months PBP implies that the initial investment would be recovered quite fast. Also, the ARR of 7.00% is not extraordinary, but reasonable. The PI of 35% also tests the project's profitability, indicating that the present value of the returns is 35 times greater than the project's original price. Nevertheless, the PBP and ARR of the project are rather average in that the project itself is profitable, though it is not the best-paying compared to others. The outflows and inflows of cash are moderately steady, and the returns differ somewhat between years. This volatility may cause the company to face minor risk, particularly where it relies on short-term revenue cycles (Bag, 2022).
[bookmark: _Toc213267794][bookmark: _Toc214414609][bookmark: _Toc214712764]Project B
Project B presents a clear financial risk for General Electronics. The NPV is negative at -£7.255 million, indicating that the project will destroy value rather than create it.
Table 7 Project B
[image: ]
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The IRR of 0.00% suggests that the project fails to meet the required rate of return, and the ARR of 0.00% signifies that the project will not generate any return on the investment. The 5-year PBP is also worrying since it shows that the company will require a very long time to repay its initial investment. Further, the negative NPV shows that the project will most likely yield a loss. Since the NPV is negative, the ARR and PI are zero, which are not within the necessary parameters for viability. Additionally, the PBP exceeds a reasonable time period, so Project B cannot be considered viable. It is a hazardous project and is not expected to bring long-term financial gain to General Electronics.
[bookmark: _Toc213267795][bookmark: _Toc214414610][bookmark: _Toc214712765]Project C
Project C is the most attractive-looking project in terms of its financial performance.
Table 9 Project C
[image: ]
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The project is viable with a positive NPV of £4.225 million, which is guaranteed to generate immense value that exceeds the expense. The IRR is 12.72 per cent, which is above the necessary rate of return, indicating high profitability. The ARR of 10.00 per cent is among the best, indicating that the project will yield significant returns on the invested amount. The 3-year 7.2-month PBP is competitive and suggests a reasonable time period for the recovery of the investment. The PI at 50 means that for every pound injected, the company would receive an additional 50 pence in present value terms, making this a very lucrative project. The annual cash flows indicate a high recovery, especially in subsequent years, and Project C has the potential to realise high returns in the long term. Project C has more desirable financial values and the best PI, NPV, and IRR despite having a higher investment amount. It is also quite competitive in terms of payback period and is an ideal investment for General Electronics.
[bookmark: _Toc214712766]Capital Rationing and Investment Decision
This rationing of investments is the process by which the company can select individual investment projects and prioritise them in a context where it has limited resources, allowing it to invest the maximum possible capital (Khan, 2024). And in this case, with a total of £60 million, there is a remaining amount of £10 million available. Since the company has limited resources to invest, capital rationing involves selecting and prioritising local investment projects to ensure they choose only the most lucrative ones, given the amount of capital at their disposal. Other feasible alternatives would include project A, which would incur an investment of £40 million. However, there would remain a balance of £20 million. However, Project B cannot be used because it has unfavourable financial indicators.
[image: ]
Projects A, B, and C's chart compares their Internal Rate of Return (IRR), Accounting Rate of Return (ARR), and Profitability Index (PI). Project A displays a low IRR and ARR, indicating that it is not highly profitable, and the PI is also comparatively low. The IRR, ARR, and PI of Project B are zero; hence, this is not a profitable project. On the contrary, Project C shows a high IRR, ARR, and PI, indicating the highest likelihood of a high return on investment.
Project C is the main investment decision, chosen based on capital constraint rationing and the examination of the financial performance of both projects. Project C is most valuable in terms of NPV, IRR, PI, and ARR, and also offers a competitive payback period of 3 years, 7.2 months. It is the most lucrative in the long run, although it will require the entire £50 million, aligning with the company's objective of achieving long-term profitability. Although Project A is profitable with good financial metrics, it is not performing as well as Project C in terms of returns. Provided an extra amount of capital, Project A might be viewed as an alternative, as it has a positive NPV, a good IRR, and an average PBP. However, given the current capital rationing constraints, the company should focus on Project C to maximise its financial returns.
[bookmark: _Toc214712767]Justification Based on the Company’s Financial Performance
Project C is chosen based on the basis of improvement in the financial performance of General Electronics. The company itself is at present struggling with decreased profitability, increased losses, and liquidity problems. Project C is the most feasible to address these problems as it offers the best payback. The NPV and the IRR are both positive values for financial well and an increase in the value of the shareholders (Ridwan et al., 2025). Besides, the relatively short payback period may ensure the business is in a position to pay back the initial investment and reinvest the profits in other forms of development. Project A is relatively lucrative. It is an option and not more beneficial than project C. Project C is the best way of recovering and building the business, as the business has a poor financial position.
[bookmark: _Toc214712768]Risk Characteristics & Considerations
The risks of project C are very low in comparison with other investment opportunities. The worst hopes of its financial feasibility are that it has the greatest IRR and NPV. The break-even period of the project is 7.2 months, and 3 years after which such an investor would find the investment very easy to recoup. The second strength of Project C is that it was constructed in a strategic manner because the initial investment years would attract the company to reinvest the outcome in other viable projects. Their ARR project is also high, with 10.00 per cent being considered as a long-term safe investment.
[bookmark: _Toc214712769]Recommendations
To the study concerning the financial performance and management of General Electronics, it is possible to give recommendations, which would lead the company to a better financial performance and efficiency.
Cost Control: The increased emphasis on managing operating costs and using resources more efficiently will contribute to reducing losses and increasing overall profits.
Improved Working Capital Management: The company needs to focus on working capital management by ensuring to minimise the quantity of inventory days and accelerate receivables collection. Implementing a more effective credit policy and just-in-time inventory would improve the cash flow and reduce the Cash Operating Cycle (COC) (Asman Et al., 2022).
Strategic Investments: It should give priority to investment in high-return projects like Project C. The project has a good Net Present Value (NPV) and Internal Rate of Return (IRR) that would be used as a result of the long-term growth and recuperation.
Restructuring Efforts: General Electronics should consider restructuring its financial operations to enhance profitability and liquidity. To increase short-term cash, the company would consider the disposition of assets related to non-core business (Blessing and Sakouvogui, 2023). Moreover, it would lower the financial leverage through greater liquidity.
[bookmark: _Toc214712770]Conclusion
Electronics General is in serious financial trouble. All its sales, profits and cash flow are on the decline, making this company difficult to remain in business. Critical analysis of financial ratios and the Altman Z-score indicates that the firm is in a financial wobble and needs to restructure. Disposition of non-core business, mergers, or capital injection could be viewed as a remedy to improve the financial status and operational capacity of the enterprise. Among the suggested projects, project C has the most potential, a high ROR, a moderate payback period, and low financial risk. It may be the best project ever to ensure the company is back on its feet in both the short-term and long-term. The company should focus on improved liquidity, profitability and operational efficiency to enhance financial stability and investor confidence.
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	Consolidated Income Statement (£m)

	
	2024
	2023
	2022
	2021
	2020

	Net sales
	394,879 
	420,457 
	542,751 
	601,602 
	614,680 

	Cost of sales
	(280,885)
	(322,897)
	(390,459)
	(428,586)
	(438,424)

	Gross profit
	113,994 
	97,560 
	152,292 
	173,016 
	176,256 

	Operating expenses
	129,291 
	182,861 
	137,744 
	149,763 
	138,989 

	Operating income (loss)
	(15,297)
	(85,301)
	14,548 
	23,253 
	37,267 

	Interest income (expenses)
	(3,361)
	(4,332)
	(2,200)
	(566)
	(1,422)

	Other income (expenses)
	60 
	(2,621)
	(955)
	(6,607)
	8,060 

	Income (loss) before provision for income taxes
	(18,598)
	(92,254)
	11,393 
	16,080 
	43,905 

	Income taxes
	(5,431)
	(5,984)
	(10,986)
	(10,779)
	(5,333)

	Net income (loss)
	(24,029)
	(98,238)
	407 
	5,301 
	38,572 

	
	
	
	
	
	

	Earnings (loss) per share

	Basic (£)
	-1.85
	-7.64
	0.03
	0.39
	2.78

	Diluted (£)
	-1.85
	-7.64
	0.03
	0.39
	2.72

	Shares used in computing earnings (loss) per share

	Basic
	12,959
	12,855
	12,703
	13,465
	13,893

	Diluted
	12,959
	12,855
	12,779
	13,742
	14,166




	Consolidated Financial Position (£m)

	
	2024
	2023
	2022
	2021
	2020

	Assets
	
	
	
	
	

	Current assets
	
	
	
	
	

	Cash and cash equivalents
	26,783 
	42,751 
	66,740 
	60,813 
	57,153 

	Accounts receivable
	114,182 
	112,596 
	112,346 
	129,215 
	129,433 

	Contract assets
	10,346 
	4,240 
	7,996 
	5,012 
	9,685 

	Inventories
	79,355 
	88,273 
	140,181 
	134,469 
	120,430 

	Other current assets
	9,478 
	7,325 
	
	
	

	Income tax receivable
	2,350 
	3,666 
	4,130 
	348 
	3,314 

	Total current assets
	242,494 
	258,851 
	338,040 
	337,146 
	326,843 

	Property, plant, and equipment, net
	34,207 
	44,619 
	62,791 
	74,647 
	87,285 

	Intangible assets
	24,038 
	25,349 
	24,470 
	20,169 
	19,710 

	Operating lease right-of-use assets
	14,322 
	18,693 
	21,599 
	19,847 
	19,522 

	Deferred income taxes
	6,425 
	6,787 
	6,242 
	7,729 
	5,564 

	Other assets
	1,868 
	1,573 
	1,936 
	2,347 
	2,752 

	Total assets
	323,354 
	355,872 
	504,163 
	510,348 
	510,290 

	Liabilities and Equity
	
	
	
	
	

	Current liabilities
	
	
	
	
	

	Accounts payable
	72,031 
	57,033 
	71,373 
	92,707 
	83,229 

	Lines of credit
	36,960 
	55,000 
	88,000 
	56,000 
	20,000 

	Accrued compensation
	20,927 
	20,305 
	20,904 
	24,217 
	28,931 

	Accrued sales discounts, rebates and royalties
	5,204 
	5,796 
	6,477 
	9,286 
	10,758 

	Other accrued liabilities
	21,008 
	21,181 
	24,134 
	30,840 
	33,057 

	Total current liabilities
	158,291 
	161,148 
	216,473 
	216,787 
	179,510 

	Long-term liabilities
	
	
	
	
	

	Operating lease obligations
	9,232 
	12,560 
	15,027 
	14,266 
	13,681 

	Deferred income taxes
	1,931 
	1,992 
	2,724 
	2,394 
	1,913 

	Income tax payable
	72 
	435 
	723 
	939 
	1,054 

	Other long-term liabilities
	723 
	817 
	810 
	13 
	539 

	Total liabilities
	170,249 
	176,952 
	235,757 
	234,399 
	196,989 

	Shareholders' equity
	
	
	
	
	

	Preferred stock
	
	
	
	
	

	Common stock
	257 
	253 
	250 
	247 
	244 

	Paid-in capital
	344,697 
	336,938 
	326,839 
	314,094 
	302,084 

	Treasury stock
	(371,930)
	(369,973)
	(368,194)
	(355,159)
	(295,495)

	Accumulated other comprehensive income (loss)
	(28,350)
	(20,758)
	(21,187)
	(13,524)
	(18,522)

	Retained earnings
	208,431 
	232,460 
	330,698 
	330,291 
	324,990 

	Total shareholders' equity
	153,105 
	178,920 
	268,406 
	275,949 
	313,301 

	Total liabilities and equity
	323,354 
	355,872 
	504,163 
	510,348 
	510,290 





	Consolidated Cash Flow Statement (£m)

	
	2024
	2023
	2022
	2021
	2020

	Cash flows from operating activities
	
	
	
	
	

	Net income (loss)
	(24,029)
	(98,238)
	407 
	5,301 
	38,572 

	Adjustments to reconcile net income (loss) to net cash provided by (used for) operating activities
	
	
	
	
	

	Depreciation and amortization
	18,058 
	22,927 
	24,033 
	26,747 
	29,735 

	Provision for credit losses
	1,081 
	70 
	(182)
	
	332 

	Deferred income taxes
	(256)
	(1,149)
	1,377 
	(1,560)
	(478)

	Shares issued for employee benefit plan
	1,063 
	1,293 
	1,199 
	1,092 
	1,136 

	Employee and director stock-based compensation
	6,700 
	8,809 
	10,013 
	9,969 
	9,122 

	Impairment of goodwill
	
	49,075 
	
	
	

	Impairment of long-lived assets
	333 
	7,963 
	2,888 
	3,338 
	134 

	Changes in operating assets and liabilities
	
	
	
	
	

	Accounts receivable and contract assets
	(12,174)
	5,040 
	12,765 
	2,007 
	14,884 

	Inventories
	6,239 
	51,458 
	(9,913)
	(14,985)
	28,295 

	Prepaid expenses and other assets
	764 
	2,860 
	(917)
	(630)
	(245)

	Accounts payable and accrued liabilities
	15,733 
	(21,379)
	(28,670)
	870 
	(33,543)

	Accrued income taxes
	1,310 
	(3,539)
	(2,074)
	2,860 
	(6,486)

	Net cash provided by (used for) operating activities
	14,822 
	25,190 
	10,926 
	40,283 
	73,392 

	Cash flows from investing activities
	
	
	
	
	

	Purchase of term deposit
	
	
	(7,487)
	
	

	Redemption of term deposit
	
	
	7,803 
	
	

	Acquisition of the net assets
	
	
	(939)
	
	

	Acquisition of property, plant and equipment
	(4,572)
	(8,116)
	(14,006)
	(12,586)
	(16,862)

	Acquisition of intangible assets
	(3,856)
	(5,761)
	(6,579)
	(4,455)
	(6,372)

	Net cash provided by (used for) investing activities
	(8,428)
	(13,877)
	(21,208)
	(17,041)
	(23,734)

	Cash flows from financing activities
	
	
	
	
	

	Borrowings under lines of credit
	102,193 
	78,000 
	133,000 
	112,000 
	75,000 
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Ratio  Formula  2020  2021  2022  2023  2024  

Profitability  

Return on capital employed  Operating   Profit   𝐶𝑎𝑝𝑖𝑡𝑎𝑙   𝐸𝑚𝑝𝑙𝑜𝑦𝑒𝑑 ∗ 100    11%  8%  5%  - 44%  - 9%  

Asset turnover  Revenue   𝑇 otal   Assets  1.2046  1.1788  1.0765  1.1815  1.2212  

Gross profit margin  Gross   Profit   𝑅𝑒𝑣𝑒𝑛𝑢𝑒 ∗ 100  29%  29%  28%  23%  29%  

Net operating profit margin  Operating   Profit   𝑅𝑒𝑣𝑒𝑛𝑢𝑒 ∗ 100  6%  4%  3%  - 20%  - 4%  

E fficiency  

Non - current asset turnover  Revenue   𝑁𝑜𝑛   𝐶𝑢𝑟𝑟𝑒𝑛𝑡     Assets  3.35    3.47    3.26    4.33    4.88  

Inventory turnover days  Average   Inventory   Cost   of   Sales ∗ 365    100.26    114.52    131.04    99.78    103.12  

Trade payables days  Average   Trade   Payable   C redit   Purchases ∗ 365  69.29  78.95    66.72    64.47    93.60  

Trade receivables days  Average   Trade   Payable   Credit   Purchases ∗ 365  76.86    78.39    75.55    97.75    105.54  

Liquidity Ratios   

Cu rrent  Ratio  Current   Assets   𝐶𝑢𝑟𝑟𝑒𝑛𝑡     Liabilities    1.82  1.56  1.56  1.61  1.53  

Acid test ratio  Current   Assets − Inventory 𝐶𝑢𝑟𝑟𝑒𝑛𝑡     Liabilities  1.15    0.93    0.91    1.06    1.03    

Cash R atio  𝐶𝑎𝑠 ℎ   𝑎𝑛𝑑   𝐶𝑎𝑠 ℎ   𝐸𝑄 𝐶𝑢𝑟𝑟𝑒𝑛𝑡     Liabilities  32%    28%    3 1 %    27%    17%    

Gearing Ratio  

Capital structure gearing    Long − Term   Debt   𝐸 quity   +   Long − Term   Debt ∗ 100  5%    6%  7%  9%  8%  

Leverage gearing    𝑇𝑜𝑡𝑎𝑙   𝐷𝑒𝑏𝑡 𝑇𝑜𝑡𝑎𝑙   𝐸 quity   ∗ 100  5%    6%  7%  8 %  7 %  

Interest cover  Operating   Profit   I nterest   Expense ∗ 100  - 4.55    - 19.69    6.61    41.08    26.21    

Investment  

EPS  𝑁𝑒𝑡   𝑃𝑟𝑜𝑓𝑖𝑡 − 𝑃𝑟𝑒𝑑𝑒𝑟𝑟𝑒𝑑   𝐷𝑖𝑣𝑖𝑑𝑒𝑛𝑑 𝑁𝑜   𝑜𝑓   𝑂𝑟𝑑𝑖𝑛𝑎𝑟𝑦   𝑆 ℎ 𝑎𝑟𝑒  158.08    21.46  1.65  - 388.29  - 93 . 51  


image3.emf
P/E Ratio  𝑀𝑎𝑟𝑘𝑒𝑡   𝑃𝑟𝑖𝑐𝑒   𝑝𝑒𝑟   𝑆 ℎ 𝑎𝑟𝑒   𝐸𝑎𝑟𝑛𝑖𝑛𝑔   𝑃𝑒𝑟   𝑆 ℎ 𝑎𝑟𝑒  89.71  633.33    8333.3    0  0  

Cash Operating Cycle  Inventory Days + Receivable Days  –   Payable Days  107.83    113.96    139.87    133.06    115.06    
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Year  C as h  Fl ow   (£m)  Net   Flow  NPV  

Year 0  - 40  -  -  

Year 1  10  - 30  9.091  

Year 2  12  - 18  9.917  

Year 3  14  - 4  10.518  

Year 4  10  6  6.830  

Year 5  8  14  4.967  
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Evaluation Criteria  Value  

Present Value   41.324  

Initial Outlay  40  

Net Present Value   1.324  

Internal Rate of Return   11.33%  

Accounting Rate of Return   7.00%  

Profitability Index   35.00%  

Payback Period  3 Years 4.8 Months  
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Year  C as h Flow   (£m)  Net   Flow  NPV  

Year 0  - 30  -  -  

Year 1  6  - 24  5.455  

Year 2  6  - 18  4.959  

Year 3  6  - 12  4.508  

Year 4  6  - 6  4.098  

Year 5  6  0  3.726  
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Metric  Value  

P r esent  Va l ue  22.745  

Initial  Outlay  30  

Ne t Present Val ue  - 7.255  

I nternal Rate of Return  0.00%  

Accounting   rate of return  0.00%  

P rofitability Index  0.00%  

Payback   Period  5 Years  
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Year  Ca sh   Flow   (£m)  Net  Cash Flow  NPV  

Year 0  - 50  -  -  

Year 1  5  - 45  4.545  

Year 2  10  - 35  8.264  

Year 3  20  - 15  15.026  

Year 4  25  10  17.075  

Year 5  15  25  9.314  
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Evaluation Criteria  Value  

Present Value   54.225  

Initial  Outlay  50  

Net Present Value   4.225  

Internal Rate of Return   12.72%  

Accounting Rate of Return  10.00%  

Profitability Index  50.00%  

Payback Period  3 Years 7.2 Months  
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