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[bookmark: _Toc215418631]1.0 Introduction
The given report aims to examine the financial durability and investment potential of General Electronics, which suffers from financial difficulties and capital rationing, with the highest potential investment of £60 million. The analysis will be done with the financial statements of the company on the basis of the income statement, balance sheet, and the statement of cash flow to derive the present financial position and financial performance. The ratio analysis, founded on the most significant indicators, profitability, liquidity, and efficiency, is also discussed to bring about the trends, the strengths, and the potential threats. A model of corporate failure projections, including Altman Z-Score, is also applied to the risk of bankruptcy of a company in the report. It is based on the cash operating cycle of the company and how the working capital can be better managed to create a more optimal liquidity, which led to the working capital management analysis. Lastly, the report is the assessment of investment appraisal and capital budgeting on three proposed investment projects, and some recommendations for the financial performance and risk of the project were made.


mm
[bookmark: _wbavhg6664wk][bookmark: _Toc215418632]2.0 Financial Health Check
[bookmark: _9rjgazg0xqxy][bookmark: _Toc215418633]Amply Prudential Report of Companies.
The Income Statement of the company in the previous year indicates that the firm has experienced stable growth regarding its revenues, which has led to £394,879, representing 5% growth in the current year. The growth, however, has not been matched with a corresponding increase in the operating income, as it has been minimized significantly by increasing operational costs. This is what helped the net profit margin drop in recent years, though the company has been capable of limiting the losses in 2024 as compared to 2023. The Balance Sheet has also added to the total assets of the firms up to £323,354, which is an indicator that the assets have improved. Nonetheless, the cumulative liabilities increase, to be more precise, the short-term debt, which is the symptom of the issue of financial leverage. The equity of the company shareholders is not too high, and this is a signifier of a good financial base. Its operations have recorded a positive cash flow since it has experienced a positive cash flow in its operations, as seen in the Cash Flow, and therefore, it is an indicator that the company can use the cash to fund its daily operations. 
Table 1 Ratio Analysis.
	Ratio Type
	Diagram

	Profitability Ratios
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	Liquidity Ratios
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	Efficiency Ratios
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	Gearing (Leverage) Ratios
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	Operating Cash Flow Ratio
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[bookmark: _yz0wrvy4u9ir][bookmark: _Toc215418634]Perform Ratio Analysis
The first one is the Gross Profit Margin, which is a key indicator of the effectiveness of the company in managing the direct expenses of producing goods or services. The gross profit margin in 2024 is 28.87, as compared to 23.23 in 2023. This growth is an indicator that the company has taken some steps; either it has decreased the cost of goods sold or the company has been able to increase its price power, which is a favorable indicator of profitability. Nonetheless, a decrease in 2023 would be experienced, and this was mainly because of the increase in the costs of the operations. Passing to the liquidity ratios, the current 2024 was lower by 1.53 to 2023 -1.60. It is also superb bearing in mind that it is at a position that is above 1, which implies that the business can pay its short-term liabilities.

The inventory turnover ratio indicates the efficiency of the management of the inventory in the company. The 3.37 increase in inventory turnover was higher than the 2.82 in 2023. This growth will suggest that the company will be in a better position to sell and replenish the merchandise with minimal chances of holding outdated inventory, and increase the cash flow (Hansen, 2024). The higher the management of the inventory, the better it is. In leverage terms, the debt-to-equity ratio grew to 1.11 in 2024 as compared to 0.99 in 2023. This growth is an indicator of increased reliance on debt, and this may be an issue of concern unless it is handled well. Despite the reality that the ratio stands at less than two, a sign that the company is not over-levered, a further advancement of the company's debts may expose the firm to a higher financial risk. 
 
[bookmark: _75m173ybfx94][bookmark: _Toc215418635]Get Trends, Strengths, and Threats.
Some of these good trends that the company has attained in 2024 are the rise in revenue and the growth in gross profit margin, which indicate that this company has improved its cost management and price control (GE, 2025). Nevertheless, these returns do not guarantee high profitability of the company since it is evident that this is not the case in the years 2023 and 2024, according to the negative net profit margin. The operating income is not experiencing stable growth, and it has experienced overall declines in the two preceding years, which may depict inefficient operation or an increase in cost. As to the liquidity, the current ratio is not low, which means that the company can handle current liabilities (Wang, 2024). The ratio, however, in the 2023 2024 period has decreased, and it can be assumed to be a sign of liquidity risk in the future in the event the trend moves in that direction.

The high ratio of inventory turnover shows the strength of the company in terms of inventory management. This implies that the company has been using its stock effectively and may learn to transform it into revenue within a shorter duration of time. The gross profit margin also goes up, demonstrating that the enterprise can correct the cost of production. The debt-to-equity ratio is also balanced as the debt leverage ratio of the company is average. But the firm faces threats to its financial well-being (Hansen, 2024). The most outstanding one is the negative profitability with the net profit margin. The company should consider cost-cutting, the growth in revenues, or subsequent improvement in its efficiency to enable it to change its financial sustainability in the long run. The other issue is increasing debt ratios that could be computed in terms of the debt-to-equity ratio. 

[bookmark: _4pf6tsz9im14][bookmark: _Toc215418636]Prediction Models Application Corporate Failure (Altman Z-Score).
The score is a wonderful instrument used to determine the bankruptcy risk (Altman et al., 2017). The Z-score of the firm at the 2024 and 2023 information of the financial status is within the Red zone, which means that the firm is encountering dire straits or the threat of being pushed out of business (GE, 2025). For 2024, the Z-score is -0.8254, and for 2023, it is -0.6004. Both values are lower than the critical value of 1.81, which indicates that the company is indeed in a state of financial crisis and that it is highly probable that it will go bankrupt.

The following constituents are used to determine the Z-score: working capital, retained earnings, EBIT, market value of equity, and sales. In this case, however, there is a negative Z-score on 2024 since the profitability is low and the debt is high, which itself is an ill eponym. The negative value of the Z-score can be attributed to the negative value of both the EBIT and net income in the two years (Altman et al., 2017). Moreover, the growing dependency of debt funding by the company has also contributed to the higher financial risk of the company as depicted by the debt-equity ratio. The company will be subject to fluctuating financial position as long as it does not reduce the use of debt immediately, and as long as the company focuses on raising its profits. Z-Score analysis is a positive indicator that the company is in danger of plunging into a financial crisis with no possibility of improvement in the profitability.


[bookmark: _qgoef86jknmy][bookmark: _Toc215418637]3.0 Working Capital Management Analysis
As we move about the Cash Operating Cycle (COC) of the company, it can be observed that the firm takes about a month to convert investments it has made in the inventory and receivables into cash. The current COC of the said company is 115.06 days, implying that the company is a long way from turning resources into cash flow. It is common money; however, it can be increased to have maximum cash management. Both Days Inventory Outstanding (DIO) and Days Sales Outstanding (DSO) indicate that the company has been holding the inventory and receiving payment on the inventory for a very long period of time.
Table 2 Working Capital Management .
	Component
	2024
	2023
	2022
	2021
	2020

	Days Inventory Outstanding (DIO)
	103.12
	99.67
	130.51
	114.53
	100.05

	Days Sales Outstanding (DSO)
	105.54
	97.49
	75.43
	78.50
	76.65

	Days Payables Outstanding (DPO)
	93.60
	64.44
	66.65
	78.80
	68.81

	Cash Operating Cycle (COC)
	115.06
	132.72
	139.29
	114.23
	107.89



[bookmark: _mjxd0u9cw7u0][bookmark: _Toc215418638]Suggestion of Liquidity-Enhancing Strategy.
To increase liquidity, the company may be interested in increasing its efficiency in the administration of the inventory, the accounts receivable collection, and the payables administration (Singh et al., 2017). The company's current ratio is in excess of 1, which implies that the company is well liquidated, but the Cash Operating Cycle is high. Stabilizations of reducing the cycle are liquidity improvement measures:
Table 3 Suggestion of Liquidity-Enhancing Strategy.
	Strategy
	Description
	Expected Outcome

	Optimize Inventory Management
	Adopt just-in-time (JIT) practices and automated demand forecasting to ensure inventory levels are aligned with actual sales (Perez et al., 2021).
	Reduces excess stock, lowers holding costs, improves inventory turnover, and frees up cash.

	Speed Up Receivables Collection
	Tighten credit policies, offer early payment discounts, and implement automated invoicing systems to ensure faster collections.
	Reduces Days Sales Outstanding (DSO), improves cash flow, and ensures timely collection from customers.

	Negotiate Better Payment Terms with Suppliers
	Negotiate extended payment terms with suppliers to delay outflows without harming relationships (Kovach et al., 2022).
	Increases available cash by extending the Days Payables Outstanding (DPO), improving short-term liquidity.

	Improve Cash Flow Forecasting
	Use accurate cash flow projections to better align cash inflows with outflows, and anticipate liquidity shortages early (Glaum et al., 2018).
	Provides proactive insight into potential cash shortages, allowing for better liquidity management.

	Use Short-Term Financing for Flexibility
	Utilize lines of credit, invoice factoring, or working capital loans to access funds quickly without long-term debt obligations.
	Provides immediate liquidity, helping to cover short-term cash flow gaps without jeopardizing long-term financial health.




[bookmark: _fdrtabjyvsp][bookmark: _Toc215418639]Compare Short-Term vs Long-Term Financing Options
The different financing sources that the company might use to deal with working and liquidity financing include short-term and long-term financing (Baresa et al., 2017). All of them possess their advantages and disadvantages based on the needs of the corporation, its financial background, and its developmental stage.

[bookmark: _hmoexyudc1xf][bookmark: _Toc215418640]Short-Term Financing:
Its short financing is regularly accepted to clear the operational expenses of short-term or the cash shortfall in the short term (Zhang et al., 2017). It adapts best to the variations that do exist in the working capital in which the seasonal change in the sales takes place, or due to the unexpected costs, or inefficient collections of the receivables.

· Lines of Credit: A Line of credit is a short-term facility, an optional and flexible method of borrowing whereby the company can borrow money when the need arises, but it is up to a limit (Gandhi and Nasit, 2022). It may be applied in the management of short-term liquidity requirements that are urgently required, like stock buy or payroll. It is flexible, and unlike the long-term loans, it has a high interest rate that is always high.
· Invoice Factoring: Invoice factoring merely translates to the sale of the accounts payable to a third party, at a given discount. It is a fast method of accessing money at a cost, since the factoring company determines the percentage that will be charged on the value of the receivable (Wang, 2024). The variant will be useful in situations when companies have long DSO and require money to operate.
· Short-Term Loans: The working capital loans may also be classified as short-term loans that can help the company get the money in a year (Baresa et al., 2017). The interest rates are lower than the lines of credit require paying them off in the short term, hence they will not be applicable in a long-term investment, but in the short-term need.

The short-term financing is good because it is not strict and may also be employed to get funds within a very short period of time. The drawback, though, is that these may come at a high cost since with high interests, in addition to fees, the company will have to ensure that it is able to repay it within a comparatively short time lapse, or it will have to liquidate outside its resources.

[bookmark: _bdcn3mo976tg][bookmark: _Toc215418641]Long-Term Financing:
The long-term finance applies mainly in large-scale investments like capital investment, growth of the business, or long-term projects (Gandhi and Nasit, 2022). These funds are stabilizing and can be paid in a limited number of years without necessarily requesting such money flow within a short period of time.

· Term Loans: A term loan involves building an amount of money within some specific period of time (90 days- 10 years). Interest rate is often lower than that of those options that are taken on a short-term basis and are repaid with certainty. A business that requires financing for long-term investments like property acquisition or expansion can best suit with the term loans.
· Bonds and Debentures: The companies can venture into bonds or debentures and attract vast sums of money from the investors. These are rolled over to big projects, and the payback period gets stretched (5 to 30 years). Adequate capital through bonds is stable, yet it is associated with consistent interest payments, which would affect the cash flow (The Case Centre, 2022).
· Equity Financing: These are the sales of the shares of the company that can be called Equity financing. This is not repayable, and it is only it that dilutes the ownership and control of the business (Zhang et al., 2017). This will be appropriate for firms that do not intend to extend debt, as well as firms that intend to raise a huge amount of capital.

The merit of substantial funding is that it will give a company financial stability and a long-term strategy to fund its expansion. The drawback, however, is a higher expense in cash in the long run in terms of compensating for fixed interest, and in the instance of equity financing, there is no control.


[bookmark: _g2h8whz6jmig][bookmark: _Toc215418642]4.0 Strategic Financial Restructuring Plan
In the financial analysis, the company may face the threat of bankruptcy, especially because the negative net profit margin of the company can be observed, and the Z-score indicates extreme financial strain (PwC, 2024). To correct these financial issues, there is a necessity to redesign the strategic financial structure to enhance financial health, value of the stockholders, and the long-term existence of the company. 

[bookmark: _b6s1u36jd3lw][bookmark: _Toc215418643]4.1 Propose Financial Restructuring Alternatives.
To overcome the economically disadvantaged condition and to transform the company into a healthier one, one can suggest the following versions of the financial reorganization:

Reporting of Non-core Assets.
Divestiture can be defined as the process of selling the non-essential or below-average assets, which can result in the influx of cash in the moment and can be used to cover the debts (Barth and Miller, 2018). The company will be able to dispose of its non-core assets to increase the liquidity levels, reduce those that carry a high interest rate, and reinvest the proceeds back into the actual business activity. As the move will diminish the asset base of the company, it will, more importantly, bring about a reduction in the financial pressure caused by the high leverage.

Merger or Acquisition (M&A)
Merger with a bigger and steadier company in terms of finances and experience may provide them with the capital and the experience that can alter the company (Twin, 2024). An alternative like this would enable the company to:

· Get access to more capital through the assistance of the partners in the merger.
· Enhance the efficiency of the operations and utilize the synergies, which eliminates redundant operations while keeping the expenses in check (PwC, 2024).

Another possibility that the company can explore is that of being acquired by a stronger company that will accept the debt of the company in addition to providing a better strategic direction. The acquisition can also consist of a safety valve cash infusion.

Equity Injection
The injection of equity would entail raising capital by issuing new shares either by:
· They are the privately owned equity investors who make a cash contribution in terms of owning a stake in the company.
· The fundraising is based on a direct market approach (Twin, 2024).

The opportunity of its equity injection will be to raise the much-needed capital to cover the debt, in addition to financing the changes in operations without taking on additional debt. It can, as well, dilute existing shareholders' equity.

Restructuring of its debt and Refinancing.
The restructuring of the debt is essential, bearing in mind the increasing rates of debt as a way of representing the debt. The company will be able to negotiate with the creditors and:

· The credit limit action or a reduction in the interest rates due to the insufficiency of debt (Barth and Miller, 2018).
· Reorganize on a debt-to-equity foundation through the purchase of the ownership rights and diluting the debt burden of the business (The Strategic CFO, 2024).

Besides, they are able to access lower-interest loans via refinancing, which will assist the company's replenishment of the high-interest short-term obligations into a more comfortable long-term obligation. Minimizes liquidity pressure in the short-term, lowers the total cost of debt, and offers the terms of less repayment.

[bookmark: _i496l0qcx9jv][bookmark: _Toc215418644]4.2 Evaluate Impact on Shareholder Value, Debt Structure, and Operational Flexibility
The restructuring alternatives under consideration will cause many varied impacts on shareholder values, debt mix, and the operational flexibility of the firm:
Table 4 Evaluate Impact on Shareholder Value, Debt Structure, and Operational Flexibility.
	Factor
	Impact

	Shareholder Value
	A merger or equity injection will dilute existing shareholders but may provide long-term growth opportunities. Divestiture can improve financial health and possibly lead to higher share value if the company’s focus is narrowed (Maverick, 2024).

	Debt Structure
	Debt restructuring and refinancing will reduce interest payments, lower overall debt, and improve the company’s financial stability, allowing more resources for operations rather than servicing debt (Sitinjak et al., 2023).

	Operational Flexibility
	Divestiture and merger will provide resources to refocus on core operations, improve management flexibility, and enhance the ability to adapt to market changes. Equity injection and refinancing will provide the working capital needed for expansion or operational improvements (Dehghanfard and Moslemi, 2020).



The first result of the merger/ equity injection could be the dilution of the shareholders and it will serve to offer the company the capital to stabilize as well as to go out to develop.  These will change and restructuring and refinancing of debt can assist the company to be a lot less debte to the level that the interest to be paid becomes lower, and the better debt to equity ratio will be attained (The Strategic CFO, 2024). This will give the company adequate area to expand without necessarily indebting itself on a massive scale. This sale will enable the organisation to service the core competencies that will render the running of the organisation cheap and more efficient. 

[bookmark: _vqj7qewwmw35][bookmark: _Toc215418645]4.3 International and Ethical Considerations
In the environment of the idea of financial restructuring, their attention should not be disregarded toward such international and ethical issues as taxation, currency risks, inflation, and Corporate Social Responsibility (CSR):

Taxation Considerations
In the event that the company ventures into cross-border mergers or cross-border divestitures, it will suffer the maze of international taxes (Maverick, 2024). The company is taxable, and to alleviate the burden, it can be taken to the tax advisors, who may be tax advisors based on jurisdictions, to make the transactions tax efficient, so that the post-tax profit of the restructuring strategy can be maximized.
· There is a capital gains tax in the sale of assets during a divestiture (Cebeci Law, 2025).
· International stakeholders have interests in or dividend payment tax exemption.

Currency Risk
The currency risk is a grave issue, particularly when the company is in question or is involved in doing business in another currency, considering that there is a probability that the company may be carrying out international business (Dehghanfard and Moslemi, 2020). The company expenses will be incurred in a foreign currency, and the variation in the exchange rates will then mean that the sales revenues will be lower when converted to the domestic currency. The currency of the area would be stronger than the imported material, and repaying the debts would be more expensive. 

Inflation
Inflation may also affect the cost of operation and the prices of sales, especially when the business is associated with high-inflation countries. To retain the margins, the company should consider price strategies and cost management, and consider the possibilities of cost-cutting strategies by considering the inflation factor.
· Increase in price of goods sold (COGS) and price of inputs.
· The buying power of the customers that can influence the sales is reduced to some extent.

Corporate Social Responsibility (CSR).
In the restructuring process, the company should also take into consideration the enhanced CSR initiatives (Madura, 2021). In addition, the compliance with international standards of CSR can attract more investors and customers, resulting in ethical business functioning, which will provide the company with a better image (Cezarino et al., 2022). On the one hand, sustainability in the restructuring process will significantly enhance the social contribution of the company also contribute to dealing with emerging cross-boundary regulatory demands. The company will make sure that the rights of the workers are not infringed and the environmental standards are maintained (Shapiro and Hanouna, 2019).

Restructuring Plan is a map of enhancing the financial well-being of the firms, consisting of a conglomeration of divestitures, mergers, injections, and struggles with debts. The company will be placed in the strategic positioning of achieving the growth with a long-term focus, having the ability to stabilize its financial state, increase shareholder value, and improve the debt structure of the company, the flexibility of operations, as well as consider international and ethical considerations. 


[bookmark: _oy4pktfxj1qw][bookmark: _Toc215418646]5.0 Investment Appraisal and Capital Budgeting
[bookmark: _egzq7v4nxox5][bookmark: _Toc215418647]5.1 Comments on Proposed Investment Projects Using PBP, ARR, and NPV
Project A:
The project A to be occupied by £40m will have a Payback Period of 3.6 Years, i.e., the investment to occupy the project will take a period of three to six months to break even. This is quite moderate in comparison to the other projects (Bierman, 2020). The project Accounting rate is 7 percent, and this means that every pound introduced in the project will earn the company 7 pence a month. This is a justifiable pay that is not extremely high, as in Project C (10%). Considering the estimate of the Net Present Value (NPV) of £41.33m at a discounted rate of 10%, the project will be profitable, i.e., will have positive value. Nevertheless, PBP and ARR indicate that the fact that it is a safe investment does not imply that the intensity of its returns is relatively lower in comparison to the Project C one (Michelon et al., 2020). The averaged cash flows of Project A can be seen to have minimized risk, thereby making the modular cash flow an acceptable alternative as far as constant returns are concerned.

Project B:
Project C continues to have a low ARR of 0, which implies that the project will never make any profit as far as accounting profits are considered (Kontuš, 2017). The payback period would be long at 5 years, leading to a long recovery period of the project (incurred cost of £30m). These disastrous statistics have turned the project into having an NPV of £22.75m, which indicates that there will be some positive cash flow generated in order to account for the time value of money. Its non-profitability (0% ARR) of its projects, even when compounded with its long payback period, does mean that, whilst it is profitable in absolute terms, it is by no means attractive compared to the other options. It has a low ARR, and this implies that this project will result in a difference in declining returns in the company (Kengatharan, 2016). Based on the above factors, Project B is not going to be recommended because it will be the least paid, and it will take a long time before it can break even.
Project C:
The person in project C will have the best investment returns and ARR of 10 percent and PBP of 4 years. This implies that after 4 years, the project will still not yield the £50m capital in project C. This project is the highest of the three projects, which means that it contains a good share of the payback of the investment made. The NPV of £54.25m shows that the projects are profitable, and the PI of 1.085 shows the same about the initial costs of the project (Madura, 2021). The high operating margins, particularly in the subsequent years, give the project more operating flexibility and would put it in a position to survive in the market, unlike the other projects. The variability of the cash flow could, however, be high since the higher returns of the projects are more vulnerable during the initial years of their existence. Project C will be prioritized, however, since it will be making good returns and will be recovered in a short period.

[bookmark: _1mcgpjf0qldu][bookmark: _Toc215418648]5.2 Final Investment Recommendation: Assuming Capital Rationing
The company should then choose Project C and allocate the balance to Project A as the capital is rationed and planned to contribute £60m (Bierman, 2020). The style also makes the firm enjoy maximum returns on investment without necessarily establishing financial flexibility.

The first project to choose is project C as it has the best ARR (10%), and Profitability Index (PI) of 1.085, which is the best acceptable in terms of value of money. It is also a decision that is perpetuated by the NPV of £54.25m that will make the project worth it to the company. Payback period stands at 4 years and, as such, is a fast payback period; therefore, a good alternative. The high risk makes it justifiable because the high return has high volatility since the inflows of cash are greater in the later stages (Mme et al., 2023). It would be appropriate for the requirements of the companies in the maximization of the capital investment, which is constrained by the £60m factor.

Second is project A with an ARR of 7 and a PBP of 3.6 years. Although the ARR of this project is lower compared to that of Project C, the NPV of £41.33m of the ARR projects of this project has positive value creation and cash flow (Khan, 2024). Project A has a relatively stable state with moderate cash inflows, and the fact that it would be an easy second-time investment, which would also be low-risk, is not good enough, as compared to Project C. This project can be allotted the budget of the company, which will be left with £10m very easily. It is not as lucrative as Project C, but it has a bigger future and the possibility to sustain the situation in the long-term perspective.

Project B should not be considered even when it has a good NPV of £22.75m. The project is 0% ARR, which means it is not making any substantial profit with respect to accounting profits. The 5-year payback period is not attractive, either. It enjoys good positive cash flow, but the payback of the project is low compared to that of the two other alternatives (Shapiro and Hanouna, 2019). Moreover, this project would not appeal as much to the capital rationing of the company, as it will result in reduced profitability and recovery period in comparison to Project A and Project C.

[bookmark: _ey9oqh4b9leq][bookmark: _Toc215418649]5.3 Justification for the Recommendation
This recommendation is based on the financial performance of the company regarding profitability, liquidity, and variability of the cash flow:

· Profitability: The core objective of the companies is to maximize the money invested. The most profitable project is project C due to the great ARR (10%) and PI (1.085). This would be crucial to the company, as it is dependent on a capital rationing constraint (Kontuš, 2017). It is crucial that the firm ensure that its capital is put to effective use, such that it leads to the highest returns in a shorter period of time. The second option is project A with a good ARR of 7% and NPV of £41.33m, thus suggesting that the bottom line of the company will be positive.
· Liquidity: One can say that the payback period of both Project A and Project C is comparatively shorter, 3.6 years and 4 years, respectively. The lower payback periods are favorable as the company is strategic as far as being liquid is concerned. Project C will provide higher benefits in the long run in comparison to Project A, which provides moderate returns and reduced risk (Hayes, 2022). The two undertakings will allow the company to recuperate its investment in the least amount of time possible, and this will enhance its solvency and ability to invest further in other opportunities.
· Volatility of the Cash Flow: Cash flow of Project C is more volatile as the cash inflows are realized in the later years (Pendar et al., 2019). This risk is justifiable, though, by the increased production. In its turn, Project A has more predictable and moderate inflows within the 5 years, which makes it a less risky and less volatile option. The optimum ratio of risk reward puts a firm in capital rationing in the position to have projects with higher returns e.g. Project C, and predictable projects e.g., Project A.

Summing up all the analyses discussed above, it can be concluded that the best recommendation would be to maximize the financial performance, where we would select project C and project A and not project B which is not very profitable. Such a plan will ensure that the company achieves maximum returns, improvements in liquidity, and manages the risk within the budget allocated £60 m to them.


[bookmark: _8g7v3ygpr77q][bookmark: _Toc215418650]6.0 Conclusion
The strengths and the great risks are identified according to the case study on General Electronics. The company has been recording consistent revenues yet experiences the challenge of low profitability as well as increased debt that needs some form of drastic measure. It is also evident that the company has a mid-high likelihood of financial crippling and, thus, requires strategic financial restructuring based on the monetary models- Altman Z-,score and other monetary models. The report further states that the divestiture, injections made on the equity, and restructuring of debts are among the solutions that can empower the company both in terms of liquidity and to reduce leverage and chances of future growth. Project C is the most suitable project amongst the proposed investment projects which can give the most suitable return on investment because capital rationing of the company. The proposed strategy will usually lie between the growth and financial stability to make sure that the long-term sustainability of General Electronics will be preserved.
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	Gross Profit Margin = (Gross Profit / Net Sales) × 100
	Gross Profit (£m)
	Net Sales (£m)
	Gross Profit Margin (%)

	2024
	113,994
	394,879
	28.87%

	2023
	97,560
	420,457
	23.23%

	2022
	152,292
	542,751
	28.06%

	2021
	173,016
	601,602
	28.74%

	2020
	176,256
	614,680
	28.62%



	Operating Profit Margin = (Operating Income / Net Sales) × 100
	Operating Income (£m)
	Net Sales (£m)
	Operating Profit Margin (%)

	2024
	-15,297
	394,879
	-3.88%

	2023
	-85,301
	420,457
	-20.29%

	2022
	14,548
	542,751
	2.68%

	2021
	23,253
	601,602
	3.87%

	2020
	37,267
	614,680
	6.05%



	Net Profit Margin = (Net Income / Net Sales) × 100
	Net Income (£m)
	Net Sales (£m)
	Net Profit Margin (%)

	2024
	-24,029
	394,879
	-6.09%

	2023
	-98,238
	420,457
	-23.39%

	2022
	407
	542,751
	0.08%

	2021
	5,301
	601,602
	0.88%

	2020
	38,572
	614,680
	6.28%



	Return on Assets (ROA) = (Net Income / Total Assets) × 100
	Net Income (£m)
	Total Assets (£m)
	Return on Assets (%)

	2024
	-24,029
	323,354
	-7.43%

	2023
	-98,238
	355,872
	-27.63%

	2022
	407
	504,163
	0.08%

	2021
	5,301
	510,348
	1.04%

	2020
	38,572
	510,290
	7.57%



	Return on Equity (ROE) = (Net Income / Shareholders' Equity) × 100
	Net Income (£m)
	Shareholders' Equity (£m)
	Return on Equity (%)

	2024
	-24,029
	153,105
	-15.70%

	2023
	-98,238
	178,920
	-54.90%

	2022
	407
	268,406
	0.15%

	2021
	5,301
	275,949
	1.92%

	2020
	38,572
	313,301
	12.30%



	Current Ratio = Current Assets / Current Liabilities
	Current Assets (£m)
	Current Liabilities (£m)
	Current Ratio

	2024
	242,494
	158,291
	1.53

	2023
	258,851
	161,148
	1.6

	2022
	338,040
	216,473
	1.56

	2021
	337,146
	216,787
	1.56

	2020
	326,843
	179,510
	1.82



	Quick Ratio = (Current Assets - Inventories) / Current Liabilities
	Current Assets (£m)
	Inventories (£m)
	Current Liabilities (£m)
	Quick Ratio

	2024
	242,494
	79,355
	158,291
	1.03

	2023
	258,851
	88,273
	161,148
	1.06

	2022
	338,040
	140,181
	216,473
	0.92

	2021
	337,146
	134,469
	216,787
	0.94

	2020
	326,843
	120,430
	179,510
	1.15



	Cash Ratio = Cash and Cash Equivalents / Current Liabilities
	Cash and Cash Equivalents (£m)
	Current Liabilities (£m)
	Cash Ratio

	2024
	26,783
	158,291
	0.17

	2023
	42,751
	161,148
	0.27

	2022
	66,740
	216,473
	0.31

	2021
	60,813
	216,787
	0.28

	2020
	57,153
	179,510
	0.32



	Inventory Turnover = Cost of Sales / Average Inventory
	Cost of Sales (£m)
	Average Inventory (£m)
	Inventory Turnover

	2024
	-280,885
	(79,355 + 88,273) / 2 = 83,314
	3.37

	2023
	-322,897
	(88,273 + 140,181) / 2 = 114,227
	2.82

	2022
	-390,459
	(140,181 + 134,469) / 2 = 137,325
	2.84

	2021
	-428,586
	(134,469 + 120,430) / 2 = 127,450
	3.36

	2020
	-438,424
	(120,430 + 120,430) / 2 = 120,430
	3.64



	Accounts Receivable Turnover = Net Sales / Average Accounts Receivable
	Net Sales (£m)
	Average Accounts Receivable (£m)
	Accounts Receivable Turnover

	2024
	394,879
	(114,182 + 112,596) / 2 = 113,389
	3.48

	2023
	420,457
	(112,596 + 112,346) / 2 = 112,471
	3.74

	2022
	542,751
	(112,346 + 129,215) / 2 = 120,280
	4.51

	2021
	601,602
	(129,215 + 129,433) / 2 = 129,324
	4.65

	2020
	614,680
	(129,433 + 129,433) / 2 = 129,433
	4.75



	Accounts Payable Turnover = Cost of Sales / Average Accounts Payable
	Cost of Sales (£m)
	Average Accounts Payable (£m)
	Accounts Payable Turnover

	2024
	-280,885
	(72,031 + 57,033) / 2 = 64,532
	4.36

	2023
	-322,897
	(57,033 + 71,373) / 2 = 64,203
	5.03

	2022
	-390,459
	(71,373 + 92,707) / 2 = 82,040
	4.76

	2021
	-428,586
	(92,707 + 83,229) / 2 = 87,968
	4.87

	2020
	-438,424
	(83,229 + 83,229) / 2 = 83,229
	5.26



	Asset Turnover = Net Sales / Total Assets
	Net Sales (£m)
	Total Assets (£m)
	Asset Turnover

	2024
	394,879
	323,354
	1.22

	2023
	420,457
	355,872
	1.18

	2022
	542,751
	504,163
	1.08

	2021
	601,602
	510,348
	1.18

	2020
	614,680
	510,290
	1.2



Gearing (Leverage) Ratios
	Debt-to-Equity Ratio = Total Liabilities / Shareholders' Equity
	Total Liabilities (£m)
	Shareholders' Equity (£m)
	Debt-to-Equity Ratio

	2024
	170,249
	153,105
	1.11

	2023
	176,952
	178,920
	0.99

	2022
	235,757
	268,406
	0.88

	2021
	234,399
	275,949
	0.85

	2020
	196,989
	313,301
	0.63



	Debt Ratio = Total Liabilities / Total Assets
	Total Liabilities (£m)
	Total Assets (£m)
	Debt Ratio

	2024
	170,249
	323,354
	0.53

	2023
	176,952
	355,872
	0.5

	2022
	235,757
	504,163
	0.47

	2021
	234,399
	510,348
	0.46

	2020
	196,989
	510,290
	0.39



	Operating Cash Flow Ratio = Operating Cash Flow / Current Liabilities
	Operating Cash Flow (£m)
	Current Liabilities (£m)
	Operating Cash Flow Ratio

	2024
	14,822
	158,291
	0.09

	2023
	25,190
	161,148
	0.16

	2022
	10,926
	216,473
	0.05

	2021
	40,283
	216,787
	0.19

	2020
	73,392
	179,510
	0.41



	Free Cash Flow = Operating Cash Flow - Capital Expenditures
	Operating Cash Flow (£m)
	Capital Expenditures (£m)
	Free Cash Flow (£m)

	2024
	14,822
	(4,572 + 3,856) = 8,428
	6,394

	2023
	25,190
	(8,116 + 5,761) = 13,877
	11,313

	2022
	10,926
	(14,006 + 6,579) = 20,585
	-9,659

	2021
	40,283
	(12,586 + 4,455) = 17,041
	23,242

	2020
	73,392
	(16,862 + 6,372) = 23,234
	50,158



	Year
	X1: Working Capital / Total Assets
	X2: Retained Earnings / Total Assets
	X3: EBIT / Total Assets
	X4: Market Value of Equity / Total Liabilities
	X5: Sales / Total Assets
	Z-Score Calculation (Z)
	Z-Score
	Zone

	2024
	0.2603
	0.6450
	-0.0473
	0.8995
	1.2205
	1.2 × 0.2603 + 1.4 × 0.6450 + 3.3 × (-0.0473) + 0.6 × 0.8995 + 1.0 × 1.2205
	-0.8254
	Red

	2023
	0.2746
	0.6535
	-0.2393
	1.0111
	1.1818
	1.2 × 0.2746 + 1.4 × 0.6535 + 3.3 × (-0.2393) + 0.6 × 1.0111 + 1.0 × 1.1818
	-0.6004
	Red

	2022
	0.2415
	0.4615
	0.0289
	0.9861
	1.0785
	1.2 × 0.2415 + 1.4 × 0.4615 + 3.3 × 0.0289 + 0.6 × 0.9861 + 1.0 × 1.0785
	2.5852
	Yellow

	2021
	0.2353
	0.4555
	0.0456
	0.9910
	1.1791
	1.2 × 0.2353 + 1.4 × 0.4555 + 3.3 × 0.0456 + 0.6 × 0.9910 + 1.0 × 1.1791
	2.8716
	Yellow

	2020
	0.2889
	0.5523
	0.0730
	1.4293
	1.2051
	1.2 × 0.2889 + 1.4 × 0.5523 + 3.3 × 0.0730 + 0.6 × 1.4293 + 1.0 × 1.2051
	4.2509
	Green
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Cash Operating Cycle for 2024
	Component
	Formula
	Value on the Formula
	Result (Days)

	Days Inventory Outstanding (DIO)
	(Inventory / Cost of Sales) * 365
	(79,355 / 280,885) * 365
	103.12

	Days Sales Outstanding (DSO)
	(Accounts Receivable / Net Sales) * 365
	(114,182 / 394,879) * 365
	105.54

	Days Payables Outstanding (DPO)
	(Accounts Payable / Cost of Sales) * 365
	(72,031 / 280,885) * 365
	93.60

	Cash Operating Cycle (COC)
	DIO + DSO - DPO
	103.12 + 105.54 - 93.60
	115.06



Cash Operating Cycle for 2023
	Component
	Formula
	Value on the Formula
	Result (Days)

	Days Inventory Outstanding (DIO)
	(Inventory / Cost of Sales) * 365
	(88,273 / 322,897) * 365
	99.67

	Days Sales Outstanding (DSO)
	(Accounts Receivable / Net Sales) * 365
	(112,596 / 420,457) * 365
	97.49

	Days Payables Outstanding (DPO)
	(Accounts Payable / Cost of Sales) * 365
	(57,033 / 322,897) * 365
	64.44

	Cash Operating Cycle (COC)
	DIO + DSO - DPO
	99.67 + 97.49 - 64.44
	132.72



Cash Operating Cycle for 2022
	Component
	Formula
	Value on the Formula
	Result (Days)

	Days Inventory Outstanding (DIO)
	(Inventory / Cost of Sales) * 365
	(140,181 / 390,459) * 365
	130.51

	Days Sales Outstanding (DSO)
	(Accounts Receivable / Net Sales) * 365
	(112,346 / 542,751) * 365
	75.43

	Days Payables Outstanding (DPO)
	(Accounts Payable / Cost of Sales) * 365
	(71,373 / 390,459) * 365
	66.65

	Cash Operating Cycle (COC)
	DIO + DSO - DPO
	130.51 + 75.43 - 66.65
	139.29



Cash Operating Cycle for 2021
	Component
	Formula
	Value on the Formula
	Result (Days)

	Days Inventory Outstanding (DIO)
	(Inventory / Cost of Sales) * 365
	(134,469 / 428,586) * 365
	114.53

	Days Sales Outstanding (DSO)
	(Accounts Receivable / Net Sales) * 365
	(129,215 / 601,602) * 365
	78.50

	Days Payables Outstanding (DPO)
	(Accounts Payable / Cost of Sales) * 365
	(92,707 / 428,586) * 365
	78.80

	Cash Operating Cycle (COC)
	DIO + DSO - DPO
	114.53 + 78.50 - 78.80
	114.23



Cash Operating Cycle for 2020

	Component
	Formula
	Value on the Formula
	Result (Days)

	Days Inventory Outstanding (DIO)
	(Inventory / Cost of Sales) * 365
	(120,430 / 438,424) * 365
	100.05

	Days Sales Outstanding (DSO)
	(Accounts Receivable / Net Sales) * 365
	(129,433 / 614,680) * 365
	76.65

	Days Payables Outstanding (DPO)
	(Accounts Payable / Cost of Sales) * 365
	(83,229 / 438,424) * 365
	68.81

	Cash Operating Cycle (COC)
	DIO + DSO - DPO
	100.05 + 76.65 - 68.81
	107.89







[bookmark: _Toc215418655]Appendix C Capital Budgeting Analysis
Payback Period Calculation
	Year
	Cash Inflows (£m)
	Cumulative Cash Flow (£m)
	Calculation

	Year 1
	10
	10
	Initial inflow = 10

	Year 2
	12
	22
	10 + 12 = 22

	Year 3
	14
	36
	22 + 14 = 36

	Year 4
	10
	46
	36 + 10 = 46

	Year 5
	8
	54
	46 + 8 = 54

	Payback Period
	The initial investment of £40m is fully recovered during Year 4, as the cumulative cash flow of £46m exceeds the £40m investment.
Payback Period: 3 years (from the cumulative cash flow reaching £36m at Year 3) + 0.4 year (from Year 4) = 3.6 years.



	Year
	Cash Inflows (£m)
	Cumulative Cash Flow (£m)
	Calculation

	Year 1
	6
	6
	Initial inflow = 6

	Year 2
	6
	12
	6 + 6 = 12

	Year 3
	6
	18
	12 + 6 = 18

	Year 4
	6
	24
	18 + 6 = 24

	Year 5
	6
	30
	24 + 6 = 30

	Payback Period
	The initial investment of £30m is fully recovered by the end of Year 5, as the cumulative cash flow of £30m matches the investment.
Payback Period: The company recovers the full £30m at the end of Year 5. Therefore, the payback period for Project B is 5.0 years.



	Year
	Cash Inflows (£m)
	Cumulative Cash Flow (£m)
	Calculation

	Year 1
	5
	5
	Initial inflow = 5

	Year 2
	10
	15
	5 + 10 = 15

	Year 3
	20
	35
	15 + 20 = 35

	Year 4
	25
	60
	35 + 25 = 60

	Year 5
	15
	75
	60 + 15 = 75

	Payback Period
	The initial investment of £50m is fully recovered during Year 4, as the cumulative cash flow of £60m exceeds the £50m investment.
Payback Period: The initial investment is recovered by Year 4 as the cumulative cash flow of £60m exceeds the £50m initial investment.



ARR calculation
	Component
	Project A
	Project B
	Project C

	Initial Investment (£m)
	40
	30
	50

	Cash Inflows (£m)
	Year 1: 10
	Year 1: 6
	Year 1: 5

	
	Year 2: 12
	Year 2: 6
	Year 2: 10

	
	Year 3: 14
	Year 3: 6
	Year 3: 20

	
	Year 4: 10
	Year 4: 6
	Year 4: 25

	
	Year 5: 8
	Year 5: 6
	Year 5: 15

	Total Cash Inflows (£m)
	54
	30
	75

	Depreciation (£m)
	8
	6
	10

	Total Depreciation (£m)
	40
	30
	50

	Average Annual Profit (£m)
	(54 - 40) / 5 = 2.8
	(30 - 30) / 5 = 0
	(75 - 50) / 5 = 5

	ARR (%)
	(2.8 / 40) * 100 = 7%
	(0 / 30) * 100 = 0%
	(5 / 50) * 100 = 10%



Profitability Index (PI) Calculation
	Project
	Initial Investment (£m)
	Year 1 Inflow (£m)
	Year 2 Inflow (£m)
	Year 3 Inflow (£m)
	Year 4 Inflow (£m)
	Year 5 Inflow (£m)
	Total Cash Inflows (£m)
	PV of Cash Inflows (£m)

	Project A
	40
	10
	12
	14
	10
	8
	54
	[10 / (1 + 0.10)^1] + [12 / (1 + 0.10)^2] + [14 / (1 + 0.10)^3] + [10 / (1 + 0.10)^4] + [8 / (1 + 0.10)^5] = 41.33

	Project B
	30
	6
	6
	6
	6
	6
	30
	[6 / (1 + 0.10)^1] + [6 / (1 + 0.10)^2] + [6 / (1 + 0.10)^3] + [6 / (1 + 0.10)^4] + [6 / (1 + 0.10)^5] = 22.75

	Project C
	50
	5
	10
	20
	25
	15
	75
	[5 / (1 + 0.10)^1] + [10 / (1 + 0.10)^2] + [20 / (1 + 0.10)^3] + [25 / (1 + 0.10)^4] + [15 / (1 + 0.10)^5] = 54.25
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