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[bookmark: _Toc217080759]1.0 Introduction
General Electronics is a major competitor in the international consumer electronics market and is currently struggling with huge financial burdens that expose its survival to jeopardy. The company should take into consideration different restructuring strategies to be able to restore financial stability, improve shareholder value, and increase operational flexibility. This assignment examines three key options of financial restructuring, namely, divestitures, mergers, and equity injections, and each has its own opportunities and risks. Through the assessment of these strategies, we will be able to determine their possible effects on the shareholder wealth, the stock price, the debt structure, and flexibility in its operations. Also, this report takes into consideration significant international and ethical aspects to be included in any restructuring decision, including taxation, currency risks and corporate social responsibility (CSR). The aim of these analyses is to give a holistic picture on the way General Electronics can overcome the current financial challenges and put itself in a position to grow and succeed.
[bookmark: _Toc217080760]2.0 Financial Health Check
[bookmark: _Toc217080761]2.1 Overview of the Firm’s Financial Position
General Electronics has been experiencing a major financial problem in the past five years which is indicated in its income statement balance sheet and cash flow statement. The net sales of the company have declined by a significant percentage, as in 2020, the company recorded an amount of 614,680 million, which has reduced to 394,879 million in 2024. The gross profit margin has also declined and the cost of sales has decreased during the same period as well. Operation expenses have been changing considerably, especially in 2023 that reported a considerable growth in operating expenses, which adversely affected the operating income.
Current assets of the company have decreased by about 83.5 billion between 2020 and 2024 on the balance sheet mainly through the decrease in inventories and accounts receivable. Its property plant and equipment, though, have also decreased drastically as long term assets. The liabilities of the company have also been an issue to worry about because the current liabilities and the long-term debt obligation have escalated raising the debt-to-equity ratios.
The net cash flows have been unstable, and the net cash of operating activities has decreased substantially in 2024 and indicates poor operations of the firm. Nevertheless, the company has tried to access funds by taking loan and stock options have caused a fluctuation in the funding operations. Cash reserves have also been affected by the effect of foreign currency exchange rate changes.
	[bookmark: _Hlk216838258]
	Profitability Ratios
	Liquidity Ratios
	Efficiency Ratios
	Gearing Ratios
	Investment Ratios
	Cash Flow Ratios

	Year
	Gross Profit Margin (%)
	ROA (%)
	Current Ratio
	Quick Ratio
	Asset Turnover
	Inventory Turnover
	Debt to Equity Ratio
	EPS (£)
	Operating Cash Flow to Debt

	2024
	28.90%
	-7.40%
	1.53
	1.03
	1.22
	3.54
	1.11
	-1.85
	0.087

	2023
	23.20%
	-27.60%
	1.6
	1.06
	1.18
	3.65
	0.99
	-7.64
	0.142

	2022
	28.10%
	0.08%
	1.56
	0.92
	1.08
	2.78
	0.88
	0.03
	0.046

	2021
	28.80%
	1.00%
	1.56
	0.94
	1.18
	3.18
	0.85
	0.39
	0.172

	2020
	28.60%
	7.60%
	1.82
	1.14
	1.2
	3.64
	0.63
	2.72
	0.373


[bookmark: _Toc217080762]2.2 Ratio Analysis
[bookmark: _Toc217080805]Table 1Ratio Analysis
General Electronics ratio analysis in the last five years indicates a performance that is not totally good and there are strengths and weaknesses in the major financial areas. The gross profit margin has been fairly consistent with a range of between 23.2 and 28.9 suggesting that the business can control its production costs and be able to make regularly generated profit out of what it sells. The return on assets (ROA) has however worsened to -7.4% in 2024 as compared to 7.6% in 2020 indicating that the efficiency of asset use to make profit is decreasing. Liquidity ratios, such as the current ratio (1.53 in 2024) and the quick ratio (1.03 in 2024) indicate that General Electronics possesses sufficient short-term assets to cover its short-term liabilities, although there is a minor variation over the past years. The asset turnover ratio has been relatively low yet has also been constant at 1.22 in 2024, implying that the efficiency that the assets are using to generate revenue is also moderate. In 2024 the inventory turnover ratio stands at 3.54 that demonstrates the effective inventory turnover as products are sold and replaced rather fast. Conversely, the debt to equity ratio has risen to 1.11 in 2024 which means that the company is now more dependent on debt financing thus posing higher financial risk. Additionally, the negative earnings per share (EPS) in 2024 and decreasing operating cash flow to debt ratio (0.087 in 2024) indicate that the company has difficulties in creating stable profits and covering its debt liabilities.
[bookmark: _Toc217080763]2.3 Trend Analysis 
The history of the General Electronics financial performance during the last five years shows that there are several issues of concern in a trend analysis. These trends, as per the given financial data, point out the difficulty the company is experiencing in the areas of profitability, liquidity, efficiency, and financial stability as a whole (Amini, Zayeri and Salehi, 2021).

[bookmark: _Toc217069110][bookmark: _Toc217080819]Figure 1Operating Income
Operating Income: The company has experienced massive operating loss in the past two years with a loss of £15,297 million of operating income in 2024 as opposed to operating income of 37, 267 million in 2020. This indicates a significant decline in efficiency of operation.

[bookmark: _Toc217069111][bookmark: _Toc217080820]Figure 2 Current Ratio
Current Ratio: The company has been showing a slight decline in its capacity to meet its immediate liabilities, and the current ratio has been dropping to 1.53 in 2024, as compared to 1.82 in the year 2020. This reduction shows that General electronics may not be able to fulfill its short term obligations in the near future but it is still higher than the normal standards of 1.0 (Rachman, Karyatun and Digdowiseiso, 2023).

[bookmark: _Toc217069112][bookmark: _Toc217080821]Figure 3 Quick Ratio
Quick Ratio: Likewise, the ratio of quick has decreased in 2024 to 1.03 in 2020 (1.14). The trend also indicates the possibility of liquidity issues because the quick assets available to the company are not sufficient to take care of its short-term debt (Lufiyandi Supriatman and Judiarni, 2023).

[bookmark: _Toc217069113][bookmark: _Toc217080822]Figure 4 Inventory Turnover
Inventory Turnover: The inventory turnover ratio has been varying though it is quite high which means that General Electronics is effective in managing its inventory. Nevertheless, the decrease in 2022 (2.78) was also observed and may be associated with either the overstocking or slower sales in that year.

[bookmark: _Toc217069114][bookmark: _Toc217080823]Figure 5 Asset Turnover
Asset Turnover: The asset turnover ratio has not changed significantly during the last five years averaging at 1.2. This demonstrates that the company has been enjoying a steady degree of efficiency in its use of its assets to generate revenues, even as its sales are on the fall (Utami, Muslih and Csra, 2022).

[bookmark: _Toc217069115][bookmark: _Toc217080824]Figure 6 Debt to Equity Ratio
Debt to Equity Ratio: The debt to equity ratio has also been on an upward trend as it stood at 0.63 in 2020 and 1.11 in 2024, which is an indicator that the company has become more dependent on debt to fund its operations. This casts doubts regarding the financial sustainability of the company and the future capacity of the company to repay its debts (Heliani et al., 2022).

[bookmark: _Toc217069116][bookmark: _Toc217080825]Figure 7 Operating Cash Flow to Debt Ratio
Operating Cash Flow to Debt Ratio: The operating cash flow to debt ratio has been extremely low especially in 2024 with the value of 0.087 showing that the company is not able to produce enough cash flow to pay off its debts (Sunmola, 2021).
[bookmark: _Toc217080764]2.4 Strengths and Threats
Strengths
1. Stable Gross Profit Margin: General Electronics has been operating at a very strong gross profit margin between 23.2% and 28.9%. This shows how the company has been able to control production expenses and attain profitability through its core business even in the face of financial difficulties.
2. Solid Liquidity Ratios: The company has shown a good liquidity ratio where its current ratio of 1.53 and quick ratio of 1.03 in 2024. Given these ratios, it is possible to conclude that, at the moment, General Electronics has enough short-term assets to meet its urgent obligations, which means that financial flexibility is good to deal with any unexpected issues.
3. Efficient Asset Management: General Electronics has continued its efficient asset turnover ratio of 1.22 in 2024. Although this is a minor reduction compared to the past few years, it is still an indication that the company is capable of making money on its assets. Heavy, the inventory turnover of 3.54 also shows that the company has an efficient inventory, and it is able to turn the stocks into sales and replace them within a short period of time.
Threats
1. Declining Return on Assets (ROA): ROA has been dropping drastically to -7.4 in 2024 as compared to 7.6 in 2020, indicating that the company will not be able to make profit out of its assets as effectively as before. This decreasing productivity is a key issue to long term profitability.
2. High Debt Levels: As the debt-to-equity ratio in 2024 has reached 1.11, General Electronics is becoming a debt-driven company. This increases the chances of financial distress particularly in low-profit environment where debt servicing is made harder.
3. Negative Earnings per Share (EPS): - £1.85 negative EPS of 2024 shows that the company is not profitable at the moment. This may create the loss of investor confidence and adversely affect the value of stock.
[bookmark: _Toc217080765]2.5 Corporate Failure Prediction Models (Altman Z-Score)
The Altman Z-Score is an indicator that is employed in anticipating the risk of a company becoming bankrupt. 
The formula for the Z-Score is as follows:

Calculation of Altman Z-Score for 2024
Approximate figures will be used, which are grounded in the data of balance sheet and income statement 2024.
· Working Capital = Current Assets - Current Liabilities = £242,494m - £158,291m = £84,203m
· Retained Earnings = £208,431m
· EBIT (Operating Income) = -£15,297m
· Total Assets = £323,354m
· Market Value of Equity (approximated) = Total Assets - Total Liabilities = £323,354m - £170,249m = £153,105m
· Sales = £394,879m
Now, substituting these values into the Z-Score formula

Interpretation of Z-Score
Altman Z-score 2024 constitutes 2.819 making the company fall in the grey range. This is an indication that General Electronics is under financial risk and should make serious correction measures to prevent bankruptcy.
[bookmark: _Toc217080766]3.0 Working Capital Management Analysis
[bookmark: _Toc217080767]3.1 Cash Operating Cycle
An important working capital measure is the Cash Operating Cycle (COC), which refers to the duration of the working capital (coercion) of a company to turn into cash. It is basically the difference in time between the expenditure of money on inventory and the cash money sent by customers (Asman et al., 2022). A shorter cash cycle is usually preferable since this implies that an organization can easily turn its resources into cash. A longer cycle, however, might be an indication of inefficiency in managing inventory or slow receivables.
The formula for calculating the Cash Operating Cycle is:

Days Inventory Outstanding (DIO) for 2024:

Now, we calculate the Days Inventory Outstanding (DIO) for 2024:
Days Sales Outstanding (DSO):

Days Payables Outstanding (DPO) for 2024:

Cash Operating Cycle (COC):
Now, we calculate the overall Cash Operating Cycle:

This shows that it has a long working capital cycle of 120.8 days for General Electronics to convert the working capital into cash. This prolonged cycle implies that the company might have some inefficiencies related to inventory movement and receivables collection that might affect its cash flow and liquidity.
[bookmark: _Toc217080768]3.2 Liquidity Recommendations
Since the General Electronics has a long cash operating cycle, a number of strategies may be applied to promote liquidity and working capital management, maximize cash flow, lessen the dependence on debt, and increase operational effectiveness.
[bookmark: _Toc217080769]3.2.1 Improve Inventory Management
General Electronics needs to adopt the use of just-in-time (JIT) inventory management to reduce its cash operating cycle. This approach minimizes the unnecessary stock as the orders are made according to the actual demand and not overstocking. JIT reduces the duration that inventory is held in stock serving to reduce Days Inventory Outstanding (DIO). Inventory audits should also be done regularly to determine the slow moving products so that the cash flow can be optimized by lowering the stocks.
[bookmark: _Toc217080770]3.2.2 Strengthen Receivables Collection
The Days Sales Outstanding (DSO) of General Electronics is excessively high, at 105.7 days, which postpones the cash inflows. To enhance this, the company may provide early payment discounts to enable faster payment by customers. Besides, a stronger credit policy and a more vigorous collection process would assist in speeding up the receivables. The Factoring- the selling of the receivables to the third party at a discount might also be considered as a short-term inflow of cash.
[bookmark: _Toc217080771]3.2.3 Optimize Payables
General Electronics is paying suppliers late with 93.5 days Days Payables Outstanding (DPO) days outstanding. This improves short-term liquidity but could create tension in the supplier relationships. To provide the balance of liquidity and keep suppliers in good relations with the company, the company is advised to re-organize payment terms and negotiate longer periods with suppliers on which terms possible without ruining the relations of the vital partnership.
[bookmark: _Toc217080772]3.3 Short-Term vs. Long-Term Financing Options
General Electronics has to consider the short term and long-term financing sources to curb the liquidity problems. All of them imply specific benefits and risks, and the decision taken by the company will involve its short-term and long-term strategy.
[bookmark: _Toc217080773]3.3.1 Short-Term Financing
Finance sources such as lines of credit, working capital loans and trade credit can be used in the short term to provide urgent liquidity to meet operating expenses. These are best suited to finance the short-term cash flow crunches, which occur especially because the operation of cash in the company is long. Nonetheless, financing in the short-term is usually more expensive to fund in terms of interest rates, and thus, it may create more financial stress when not handled properly (Nicolas, 2021). In the case of General Electronics, the use of lines of credit or commercial paper would provide short term liquidity as the company strived to streamline its cash cycle. Also, supplier financing or factoring might permit faster cash inflow through the sale of the receivables.
[bookmark: _Toc217080774]3.3.2 Long-Term Financing
Larger sums of capital are provided by long term source of financing, like equity issue, bond, or long term loan, that do not pose the immediate repayment demands of short term sources. These can contribute to stabilizing financial situation of the company and investing in strategy. Nevertheless, long-term financing is associated with some shortfalls, including interest that is paid on debt or equity is diluted through issuance of equity (Li et al., 2021). With the financial health of the General Electronics, long-term debt or equity could be an option, although it is not worthwhile to borrow more money until the debt-to-equity ratio gets better.
[bookmark: _Toc217080775]4.0 Strategic Financial Restructuring
[bookmark: _Toc217080776]4.1 Financial Restructuring Options
General Electronics should consider different financial restructuring alternatives to regain its financial stability, increase shareholders value, and flexibility in its operations. These solutions are divestitures, mergers, and equity injections. Each of the options has its own advantages and difficulties, and the decision will be conditioned by the long-term objectives of the company, its financial situation, and the situation in the external market.
[bookmark: _Toc217080777]4.1.1 Divestitures
A divestiture is the disposal of non-core assets, non-performing units or subsidiaries to generate capital and cut down on debt which is good in the case of financially challenged companies such as General electronics. Divestitures also help the company to concentrate on its most profitable business by unlocking cash of underperforming assets to improve shareholder value (Chen, 2019). The funds can be used in settling debts making it better financially. Nevertheless, as it increases operational efficiency, selling off non-core business might decrease diversification which exposes the company to more risks in their core business.
[bookmark: _Toc217080778]4.1.2 Mergers
A merger is a collaboration of General Electronics with another company to form a bigger and more competitive one. Mergers have a potential to increase shareholder value due to economies of scale, cost reductions, and increased market shares but integration is very important (Bauer and Friesl, 2022). The combination with a company that is financially sound would increase the balance sheet and access a lower-cost financing (Hargrave, 2024). But the presence of the other company liability might add to the debt and operational restructuring might make the company less flexible when it comes to integration.
[bookmark: _Toc217080779]4.1.3 Equity Injections
An equity injection is the process of raising funds through issue of new shares or acquisition of strategic investors. Although it will dilute the ownership of existing shareholders, and thus decrease the short-term EPS and stock prices, it enhances liquidity and decreases the dependency on debt generating long-term value (Xiong, Liu and Wang, 2022). Equity issuance improves the balance sheet as the debt-equity ratio is decreased and increases creditworthiness. Nevertheless, it can change the system of government, affecting the way of decision-making and flexibility of operations because of the participation of new investors and the determination of the strategic direction of the company.
[bookmark: _Toc217080780]4.2 Impact on Shareholder Value
Shareholder Return
Restructuring has a different effect on the shareholder value depending on the strategy. A divestiture may provide liquidity and debt relief in the short term which is beneficial to the shareholders in the short term, however, the sale of important assets can impair future growth and revenue, which is detrimental to long-term returns. A merger can bring value in form of cost savings, greater market penetration and efficiencies and this offers the shareholders more value should the synergies be achieved (Partacz, 2022). Nonetheless, the issue of integration can be detrimental to profitability and confidence in the market. Issuance of equity lowers the debt and enhances liquidity increasing financial stability in the long run, but dilutes ownership and lowers the EPS and the stock price in the short run. When channeled in a strategic manner, it may increase shareholder value in the long term.
Stock Price Impact
The success of restructuring in the market will be determined by perceived effectiveness. An example of a divestiture that may result in high stock prices is the sale of non-core assets so that a company can concentrate on its profitable operations. Nonetheless, selling the crucial assets may be negatively perceived by the market and, hence, the share prices will decrease (Munsanje, Abednego Nchimunya, 2021).
As share prices may increase in case there are synergies and higher profitability which merger may bring, integration problems or doubt may lead to share prices decline. Issuance of equity typically causes a short-term decline in the price of shares because of dilution. Nevertheless, in an event where the reorganization increases the financial well being of the company, the share prices would eventually increase as the market will regain some form of confidence.
[bookmark: _Toc217080781]4.3 Debt Structure and Operational Flexibility
Debt-to-Equity Ratio
Restructuring, especially through debt reduction/equity issuance will have an effect on the debt-equity ratio of General Electronics. Debt reduction enhances the financial flexibility and reduces the ratio, which is simpler to finance in the future (Islam, 2023). Issuing equity also reduces the ratio since it increases equity however, the issue is that dilution will occur, which may not be very good to the current shareholders.
Operational Flexibility
Restructuring can result in greater flexibility of operation. A merger provides new resources and markets to enhance decision making. The process of integration, however, can disturb operations and cause lack of flexibility (Thomas and Louisgrand, 2022). A divestiture will enable General Electronics to concentrate on operations that it is in, and efficiency will be enhanced but there will be less diversification. The minimization of debt enhances cash flow which gives a greater leeway to invest in growth opportunities which increases operational agility further.
[bookmark: _Toc217080782]4.4 International and Ethical Considerations
Financial restructuring of General Electric needs to deal with several international and ethical challenges as the company works across different countries.
International Tax Issues
Although restructuring can be done through asset sales or merger, these are cross border transactions, which are taxed differently. General Electronics should also take into account the tax effects, such as capital gains tax amounts on the asset sales and there may be some tax avoidance issues in international mergers. It is essential to consult the international tax specialists to prevent serious debts.
Currency Risk
Foreign exchange risks may have a profound effect on restructuring, especially international mergers or divestitures. Change of exchange rate can impact the asset values, liabilities, future cash flows. In order to address this risk, General electronics may apply hedging in managing its financial position through the use of forward contracts or currency options.
Inflation
The markets that General Electronics operates in might experience inflation that can pressure the cost of the raw materials, labour and energy, and this will diminish the profit margins. The company will be forced to change their pricing strategies and cost management practices so as to remain profitable in an inflationary environment.
Corporate Social Responsibility (CSR)
General Electronics should place in mind ethical consequences of restructuring, especially regarding layoffs of employees, relations with suppliers and environmental issues (Porcuna Enguix, 2021). Such activities like layoffs or selling off company assets ought to be managed in a responsible manner and so, individuals should be compensated and helped to cope with the situation without imposing on the high standards of CSR.
Ethical Implications of Proposed Restructuring
All the three restructuring approaches viz. divestitures, mergers and equity injection have ethical issues. General Electronics will have to consider such implications to ensure that all decisions made by the company are in line with the ethical values and responsibilities of the company.
[bookmark: _Toc217080783]5.0 Investment Appraisal and Capital Budgeting.
[bookmark: _Toc217080784]5.1 Financial Evaluation Techniques
[bookmark: _Toc217080785]5.1.1 Payback Period (PBP)
Calculation of Payback Period (PBP) involves adding up all the annual cash inflows up to the time the initial investment is recouped.
Project A
	Year
	Cash Inflows (£m)
	Cumulative Cash Inflows (£m)

	1
	10
	10

	2
	12
	22

	3
	14
	36

	4
	10
	46

	5
	8
	54


[bookmark: _Toc217080806]Table 2 Cash Inflows
The original costs of the project (40 million) are paid back at Years 3 and 4. Particularly, the recovery of £36m is realized during Year 3, and the rest of the recovery is realized during Year 4 through the inflow of a £10m.
Payback Period = 3 + (4/10) = 3.4 years
Project B
	Year
	Cash Inflows (£m)
	Cumulative Cash Inflows (£m)

	1
	6
	6

	2
	6
	12

	3
	6
	18

	4
	6
	24

	5
	6
	30


[bookmark: _Toc217080807]Table 3 Cash Inflows
The initial capital of £30 million is completely recouped in the Year 5.
Payback Period = 5 years
Project C
	Year
	Cash Inflows (£m)
	Cumulative Cash Inflows (£m)

	1
	5
	5

	2
	10
	15

	3
	20
	35

	4
	25
	60

	5
	15
	75


[bookmark: _Toc217080808]Table 4 Cash Inflows
The initial investment of £50 million is paid back in Year 3-4. Namely, in Year 3, the payback of the expenditure is achieved at 35m, and the recoup in Year 4 is done at 25m.
Payback Period = 3 + (15/25) = 3.6 years
[bookmark: _Toc217080786]5.1.2 Accounting Rate of Return (ARR)
Accounting rate of return (ARR) is a ratio that compares the returns obtained on a given investment to the investment itself.
Project A
	Description
	Value

	Total Cash Inflows
	£10m + £12m + £14m + £10m + £8m = £54m

	Average Annual Cash Inflow
	£54m / 5 = £10.8m

	Initial Investment
	£40m

	ARR
	(£10.8m / £40m) × 100 = 27%


[bookmark: _Toc217080809]Table 5 Accounting Rate of Return
Project B
	Description
	Value

	Total Cash Inflows
	£6m × 5 = £30m

	Average Annual Cash Inflow
	£30m / 5 = £6m

	Initial Investment
	£30m

	ARR
	(£6m / £30m) × 100 = 20%


[bookmark: _Toc217080810]Table 6 Accounting Rate of Return
Project C
	Description
	Value

	Total Cash Inflows
	£5m + £10m + £20m + £25m + £15m = £75m

	Average Annual Cash Inflow
	£75m / 5 = £15m

	Initial Investment
	£50m

	ARR
	(£15m / £50m) × 100 = 30%


[bookmark: _Toc217080811]Table 7 Accounting Rate of Return
[bookmark: _Toc217080787]5.1.3 Net Present Value (NPV)
The calculation of NPV involves discounting the cash inflows at a discount rate of 10% and the discounted money is subtracted with the initial investment.
Project A

Project B

Project C

[bookmark: _Toc217080788]5.1.4 Profitability Index (PI)
PI is computed by division of the present value of cash inflows in the future by the original investment.
Project A

Project B

Project C

[bookmark: _Toc217080789]5.1.5 Internal Rate of Return (IRR)
Project A
Starting with an estimated discount rate of 12.5%, we calculate the NPV:

By trial and error or using financial calculator functions, we find that:

Project B
We begin by assuming IRR of 10 per cent and find NPV is negative. Since the inflows of the cash are equal in every year, since the NPV is negative even under the discount rate of 10, the IRR will be less than 10. The IRR is less than 0 since its value is negative at 10.
Project C
· Cash inflows: £5m, £10m, £20m, £25m, £15m
· Initial Investment: £50m
Starting with an estimated IRR of 14%, we calculate the NPV and find that:
By trial and error or using financial calculator functions, we find that:

[bookmark: _Toc217080790]5.2 Comparative Analysis of Projects
[bookmark: _Toc217080791]5.2.1 Financial Performance Comparison
The financial analysis of the three projects proposed is conducted with the help of the main metrics, which include Payback Period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI), and Internal Rate of Return (IRR).
Project A has a comparatively low-Payback Period (PBP) of 3.4 years implying that the initial investment in the project of £40 million is paid back within a very short period of time, which is positive in a capital-constrained setting. ARR 27 that is good but not as high as Project C. The NPV of the project is positive of 1.31 million, which represents value creation, but being less than the Project C project. The PI of 1.033 indicates that each pound of investment will yield 1.033 in proceeds thus making it profitable. The IRR of 12.5 is not bad but on the middle compared to other projects.
Project B, however, includes the longest Payback Period of 5 years when compared to the other two projects. This increases the time frame of earning back the initial cost of the investment of £30 million making it less appealing particularly in the light of liquidity requirements. ARR is minimal 20% compared to the other two projects, and NPV is negative = -7.29 million which implies that the project will be non-creative. The PI of 0.243 implies that the investment will not be worth the returns it will be generating. Furthermore, it has a negative value of IRR, which strengthens its financial infeasibility.
Project C is the best in terms of financial profile. It has Payback Period of 3.6 years which is a little bit longer than Project A although it is rather short. The ARR of 30 is the highest meaning the highest payback. NPV is the highest of the projects and is 4.23 million, which indicates that it will make the company of much value. The PI of 1.085 implies that project C will yield back 1.085 at each £1 of the investment, hence it is very profitable. Project C is also the most financially appealing in terms of IRR which is 14% and the best in comparison to the discount rate.
[bookmark: _Toc217080792]5.2.2Risk and Cash Flow Volatility
Volatility of the cash flows is also a significant issue to be taken into account when determining the risk profile of each project.
Project A cash flows are fairly predictable with a maximum of £8 million to a minimum of £14 million in 5 years. This is a good consistency, albeit that the cash inflows decline drastically in Year 5 and this begs the question of its long-term sustainability. Although the payback duration is relatively short, the project might have certain risks posed by volatility in the later years, which will interfere with the financial stability of the project.
Project B has predictable cash flows of £6 million annually within a period of five years. Although this stability is generally favourable, negative NPV and IRR render it invalid. Although cash flows are steady, it is not enough to warrant investment and thus Project B is a risky project that was not suitable to invest in in the end.
Although Project C has the greatest volatility of cash flows, it has the greatest potential returns. The cash inflows will vary between the years, with a high of 5M during the Year 1 and a low of 25M during the Year 4, and subsequently to 15M during the Year 5. The increased volatility provides a level of risk, however, the NPV and IRR are great enough to warrant the risk. The overall high returns counterbalance the ups and downs of the cash flows and therefore the Project C is the most attractive due to the volatility.
[bookmark: _Toc217080793]5.3 Final Investment Recommendation
[bookmark: _Toc217080794]5.3.1 Decision on the Project to Investment 
Project C ought to be chosen to be invested in considering the capital rationing limit of 60 million. The initial capital base of 50 million is comfortably within budgetary limits and project has the highest NPV (£4.23 million), ARR (30%) and IRR (14%). The positive financial indicators indicate that Project C will yield maximum value to the General Electronics and is the most appropriate to revive the company in the long term.
[bookmark: _Toc217080795]5.3.2 Justification of the Recommendation
Project C is the most profitable and value-generating in the long-term. The NPV and IRR values which are 4.23 million and 14 percent respectively indicate strong financial returns and the ARR of 30 percent depicts high returns on investment. Despite the fact that the project has more volatility in terms of cash flow, the high returns outweigh the risk, and hence it is the most appealing project in terms of capital rationing. The importance of investing in Project C will help General Electronics achieve its strategic objectives and will result in the most promising financial recuperation and future growth. Project A is a good alternative, but it is not as profitable and valuable in the long term and should not be included in the investment portfolio.
[bookmark: _Toc217080796]6.0 Conclusion
To sum up, General Electronic is in dire need of strategic financial restructuring to recover its stability and profitability. All the three restructuring alternatives such as divestiture, mergers, and equity injections can increase shareholder value, decrease debt, and more operational flexibility; however, they all come with their share of challenges. Divestitures would enhance the liquidity and concentrate on the core activities, and mergers have a potential of synergies and market expansion. Equity injections would be dilutive in the short run, but would ensure that sufficient capital is available to cut down debt and enhance financial status. These alternatives, however, should be weighed with great care considering taxation issues across the borders, currency risks, inflationary forces and ethical issues. With an appropriate strategy of choosing the most appropriate restructuring strategy, General Electronics is able to overcome its financial setbacks, strengthen its competitive position and develop long-term shareholder value ensuring sustainable growth in the competitive international market.
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[bookmark: _Toc217080798]Appendices
[bookmark: _Toc217080799]Appendix- 1 Profitability Ratios
Gross Profit Margin (GPM)

	Year
	Gross Profit (£m)
	Net Sales (£m)
	Gross Profit Margin (%)

	2024
	113,994
	394,879
	28.9%

	2023
	97,560
	420,457
	23.2%

	2022
	152,292
	542,751
	28.1%

	2021
	173,016
	601,602
	28.8%

	2020
	176,256
	614,680
	28.6%


Return on Assets (ROA)

	Year
	Net Income (£m)
	Total Assets (£m)
	ROA (%)

	2024
	-24,029
	323,354
	-7.4%

	2023
	-98,238
	355,872
	-27.6%

	2022
	407
	504,163
	0.08%

	2021
	5,301
	510,348
	1.0%

	2020
	38,572
	510,290
	7.6%


[bookmark: _Toc217080800]Appendix- 2 Liquidity Ratios
Current Ratio

	Year
	Current Assets (£m)
	Current Liabilities (£m)
	Current Ratio

	2024
	242,494
	158,291
	1.53

	2023
	258,851
	161,148
	1.60

	2022
	338,040
	216,473
	1.56

	2021
	337,146
	216,787
	1.56

	2020
	326,843
	179,510
	1.82


Quick Ratio

	Year
	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
	1.14


[bookmark: _Toc217080801]Appendix- 3 Efficiency Ratios
Asset Turnover

	Year
	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
	1.20


Inventory Turnover

	Year
	Cost of Sales (£m)
	Average Inventory (£m)
	Inventory Turnover

	2024
	280,885
	79,355
	3.54

	2023
	322,897
	88,273
	3.65

	2022
	390,459
	140,181
	2.78

	2021
	428,586
	134,469
	3.18

	2020
	438,424
	120,430
	3.64


[bookmark: _Toc217080802]Appendix-  4 Gearing Ratios
Debt to Equity Ratio

	Year
	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


[bookmark: _Toc217080803]Appendix- 5 Investment Ratios
Earnings Per Share (EPS)

	Year
	Net Income (£m)
	Shares Outstanding (Million)
	EPS (£)

	2024
	-24,029
	12,959
	-1.85

	2023
	-98,238
	12,855
	-7.64

	2022
	407
	12,779
	0.03

	2021
	5,301
	13,742
	0.39

	2020
	38,572
	14,166
	2.72


[bookmark: _Toc217080804]Appendix- 6. Cash Flow Ratios
Operating Cash Flow to Debt Ratio

	Year
	Net Cash from Operating Activities (£m)
	Total Liabilities (£m)
	Operating Cash Flow to Debt

	2024
	14,822
	170,249
	0.087

	2023
	25,190
	176,952
	0.142

	2022
	10,926
	235,757
	0.046

	2021
	40,283
	234,399
	0.172

	2020
	73,392
	196,989
	0.373



Operating Income (£m)

Operating Income (Loss) (£m)	
2024	2023	2022	2021	2020	-15297	-85301	14548	23253	37267	



Current Ratio	
2024	2023	2022	2021	2020	1.53	1.6	1.56	1.56	1.82	



Quick Ratio	
2024	2023	2022	2021	2020	1.03	1.06	0.92	0.94	1.1399999999999999	



Inventory Turnover	
2024	2023	2022	2021	2020	3.54	3.65	2.78	3.18	3.64	



Asset Turnover	
2024	2023	2022	2021	2020	1.22	1.18	1.08	1.18	1.2	



Debt to Equity Ratio	
2024	2023	2022	2021	2020	1.1100000000000001	0.99	0.88	0.85	0.63	



Operating Cash Flow to Debt	
2024	2023	2022	2021	2020	8.6999999999999994E-2	0.14199999999999999	4.5999999999999999E-2	0.17199999999999999	0.373	
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