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[bookmark: _o7945bf0e3fy]1. Introduction 
General Electronics is in the business in several foreign markets where it has a diversified consumer electronics portfolio, comprising home appliances, personal devices and digital accessories. The global consumer electronics industry is capital intensive and highly competitive and the industry is characterised by technological change, short product life cycle and the pressure of rising prices. In the developed economies, growth has been limited by market saturation whereas expansion to emerging markets subjects firms to operational and currency risks. The macroeconomic issues like inflation, exchange rate volatility, increased interest rates, and supply chain disruptions have also tightened margins. The major goal of this report as a Chief Financial Officer is to determine the financial performance of this firm, diagnose structural weaknesses, and make evidence-based turnaround recommendations. The report is built on financial, working capital management, restructuring, investment appraisal, and recommendations.
[bookmark: _eme4ssfvxcdu]2. Financial Health Check 
[bookmark: _kcu2nzxkvxyo]2.1 Overview of Financial Statements (Five-Year Review)

Figure 1: Trend Analysis
The financial statements that General Electronics released within the years 2020-2024 show that the level of operating performance and asset strength continued to decline. There was a continuous decrease in net sales of 2020 (£614,680) to 2024 (£394,879), which is, in fact, the decline of demand and increased competition. The operating income also showed a declining trend, where 2020 recorded a positive figure of £37,267 before operating loss of £85,301 in 2023 and 2024 respectively. Net income is more pessimistic, changing a profitable figure of 2020 to massive losses in 2023 and 2024, indicating weakening of the general financial sustainability. Total assets contracted significantly between the amount of £510,290 and £323,354 signifying asset disposal, impairment or underinvestment. Together, these forces point to the falling scale, stress on profitability, and shrinking of the balance sheet (Cameron, 2024).
[bookmark: _ny7b3r64v02u]2.2 Profitability Analysis
Profitability ratios indicate how a firm is able to generate earnings as compared to sales, assets, or capital used. The main ratios like the net profit margin and the Return on Capital Employed (ROCE) are essential in determining the efficiency of operations, the power of the prices and the efficiency of the capital utilisation (Vipond, 2024).

Figure 2: Profitability Ratio
General electronics show a sharp and a continued decline in profitability in the five year duration. The net profit margin dropped significantly as we saw it fall to marginal levels in 20212022, but in 2023 it moved to deeply negative levels (-23.36%), but it is negative in 2024, (-6.09%). This trend depicts deteriorating revenues, escalating costs pressures and structural inefficiencies. Equally, ROCE declined to negative values in 2023 and 2024, and it was 11.27 percent in 2020, showing that capital is employed in a non-creative fashion. Compression of the margin has been increased by macroeconomic factors like inflation, increased costs of energy and inputs, compounded by increasing interest rates, and harsh price competition has deterred the firm from being able to transfer costs to the consumer in the global consumer electronics market (KPMG, 2024).
[bookmark: _31l0r6uub3hn]2.3 Liquidity Analysis
Liquidity ratios determine how the firm meets the short term liabilities as they become due. The quick ratio and current ratio are of great value in assessments of short-term financial strength and the trust of creditors (CFI, 2025).

Figure 3: Liquidity Ratio
General Electronics has had current ratios that have persistently exceeded 1.5 over the period, indicating that the headline liquidity position is satisfactory. The fact that the short-term financial flexibility is on the decline with the decrease to the level of 1.53 in 2024, though, is an indicator of the loss of financial flexibility in the short run. The quick ratio dropped to less than 1 in 2021 and 2022, which is a sign of increased dependence on inventory to cover liabilities, but it marginally improved in 2023-2024. Such reliance increases the liquidity risk in a macro economic environment where credit conditions are tight and interest rates are high. Liquidity is not yet at critical levels but worsening operating cash flows are soured by the perceived steady state indicated by balance sheet ratios (Zehri and Iben Ammar, 2023).
[bookmark: _dyo0j01zchpc]2.4 Efficiency (Activity) Analysis
The efficiency ratios assess the efficiency of a firm in terms of utilizing its assets and working capital. Inventory, receivables and payables turnover days have a direct impact on cash operating cycle and liquidity (CFI, 2022).

Figure 4: Efficiency Ratio
The inventory turnover days have been rising with a high of 66 days in 2022, compared to 50 days in 2020 representing reduced inventory movement and a predisposition to obsolescence in a rapidly changing technology market. The inventory days have improved in 2023 but this seems to be more based on scale reduction rather than operational excellence. The turnover of receivables deteriorated significantly in 2023 and 2024 increasing to 49 and 53 days, respectively, which is a sign of poor credit control or customer distress during global recession. The accounts payable days had gone up drastically to 47 days in 2024 indicating that the company is straining supplier credit to maintain cash (AccountingCoach.com, 2025). All these trends reflect the presence of stress in the working capital cycle enhanced by macroeconomic uncertainty, supply chain shocks, and declining consumer spending.
[bookmark: _n6hpl8gm0wpq]2.5 Gearing and Solvency Analysis
Solvency ratios and gearing ratios determine the long-term financial risk and the sustainability of capital structure. The assessment of the financial leverage and the risk of default focus on debt-to-equity and interest coverage ratios (Baltova, 2023).

Figure 5: Gearing Ratio
The debt-to-equity ratio has steadily increased since 0.63 in 2020 to 1.11 in 2024, which means that the company is increasingly becoming more financially leveraged and depends on debt to finance its further operations. This is especially worrying as the profitability is falling at the same time. The coverage of interests dropped considerably to negative levels in 2023 and 2024, proving the failure to finance costs of operations with operating profits. High gearing is a major financial distress risk in a macroeconomic environment with a high interest rate. The solvency status of the firm is thus weak and there is little buffer room to cushion additional economic shocks or revenue fluctuations (Wall Street Prep, 2025).
[bookmark: _lobpsrqrjpik]2.6 Investment (Market-Based) Ratios
Market-based ratios indicate investor perception of the performance of a firm, growth opportunities of a firm and risk profile of a firm. Market confidence is measured by earnings per share (EPS) and price-earnings (P/E) ratio.


Figure 6: Investment and Market Ratios
The EPS went down to the negligible level in 2022 compared to 2.78 in 2020 and then negative sharply in 2023 and 2024. In line with this, the P/E ratio was extremely distorted and reached unsustainable levels between 2021 and 2022 and became negative afterwards. The shrinking share price in the market is an indication of lack of investor confidence and pessimism on their future earnings. Equity market risk perceptions have been intensified by macroeconomic volatility, coupled with company-specific losses and equity financing has become costlier and dilutive (Bashir and Kumar, 2025).
[bookmark: _rpudyyoehcmp]2.7 Cash Flow Analysis
Cash flow ratios test the ability of the firm to produce cash through operations to offset the liquidity, used in debt service, and investment. There is a special importance of operating cash flow ratios in times of financial distress.

Figure 8: Cashflow Ratio
Cash flow operations went down tremendously in 2023 to negative figures, when compared to 2020 at £78,553 before a slight improvement in the year 2024. The operating cash flow ratio has decreased by a margin of 0.44 to a point where it was close to zero, this shows that the current liabilities are no longer sufficiently financed by the internally generated cash. Equally, the cash flow to sales ratio deteriorated significantly indicating a negative change in the cash conversion efficiency. The weak operating cash flows in a macroeconomic environment of tight liquidity and limited external funding is an urgent risk to the business survival and highlights the urgency of restructuring and working capital changes (Mansour, 2024).
[bookmark: _g7i7f7ha21hx]2.8 Corporate Failure Risk Assessment
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Figure 8: Altman Z-Score of General Electronics
The Altman Z-Score model that has been established on publicly traded manufacturing companies has been used to determine the financial distress risk of General Electronics. The company is registered with the latest available financial data with the Z-Score at 2.98, which puts it in the Grey Zone (1.81 < Z 2.99). This result indicates a bivalent financial state, with the liquidity and retained earnings playing a positive role, but more recent operational losses play a significant negative role on the final combined score.
In terms of the default risk, a Grey Zone rating implies that the risk of bankruptcy is not immediate, but the company does not have the financial stability to respond to negative shocks. Poor operating profitability, and dwindling market capitalisation mean much exposure, especially in a climate of escalating interest rates, cost inflationary pressures, and low consumer demand (Tabachová et al., 2024). Financially stable consumer electronics companies normally report Z-Scores well above 3.0 compared to industry standards. The marginal score of General Electronics is thus an indicator of poor performance compared to other players in the sector and disclosure of high medium-term insolvency risk unless remedial measures are taken (Braunsberger and Aschauer, 2025).
[bookmark: _5fmf2b9atko2]2.9 Summary of Financial Strengths and Weaknesses
General Electronics still has certain underlying financial strengths as the company has sufficient headline liquidity ratios, positive retained earnings, and its asset base remains functional which sustains revenue Generation. These aspects bring about a little short-term stability and this is why the firm is yet to enter the bankruptcy zone.
But the major threats to finances take over the prospects of the firm. The long-term operating and net losses, declining interest coverage, increasing leverage, and decreasing operating cash flows are all signs of deteriorating financial sustainability. The red flags can be seen in the failure of profitability margins, increasing reliance on creditor financing, slower growth of receivables collections, and reduced market valuation. The fact that the Z-Score is close to the distress threshold underlines the fact that without a prompt re-organization and a strategic financial intervention, General Electronics has a greater chance of being in financial distress in the near to medium term.
[bookmark: _z9jnz9ppu5x9]3. Working Capital Management Analysis 
[bookmark: _cvebu5eo0zl0]3.1 Cash Operating Cycle Analysis
The cash operating cycle is used to measure the duration taken to convert the inventory and receivables into cash, excluding the payables. It gives a complete picture of the working capital efficiency and liquidity strain.

Figure 9: Cash Operating Cycle
The number of inventory turnover days had risen to a high of 66 days in 2022 compared to 50 days in 2020, which shows a slower movement of inventory and may mean that it is overstocked. Though the inventory days are at 50days (2023), it increased to 52 days (2024) which could indicate that there are still structural inefficiencies. The technology-intensive nature of the business and the high rate of product obsolescence mean that the long periods of inventory holding would contribute significantly to the risks of carrying costs and write-down (Hassan, Karim and Cole, 2025).
The day of receivables turnover deteriorated significantly and increased by 38 days and 53 days in the year 2020 and 2024 respectively. This is indicative of poorer credit management, longer payment durations or growing financial distress in customers in the face of poor global economic performance. On the other hand, the number of days of payables turnover decreased to 35 days in 2020 then reduced to 32 days in 2023 and then it soared to 47 days in 2024. The increase in the extension of supplier payment in 2024 means that it becomes increasingly dependent on supplier financing to maintain liquidity (Shukaili, Jamaluddin and Zulkifli, 2023).
In general, the cash conversion cycle increased in 2020 to 54 days and reached its peak in the year 2022 at 70 days and stayed at 58 days in 2020 and 2024 respectively. This is a long cycle that puts pressure on liquidity and limits cash.
[bookmark: _ou7hkw271u26]3.2 Identified Working Capital Problems
There are several structural working capital weaknesses. The problem of excess inventory is a constant phenomenon due to poor predictions of demand, sluggish product turnover, and low volumes of sales. The vast inventory days result in cash lock-up and augment the chances of technological obsolescence (LightSpeed, 2022).
Another issue of concern is slow receivables collection. The gradual growth of the receivables days indicates poor management of the credit and the potential decline in the quality of the customer credit. This slows down the cash incomes and dilutes the liquidity.
There is also pressure by supplier financing. The high growth in the days payables during the year 2024 shows that the company is aggressively extending supplier credit to offset low levels of internal cash generation. Although this will provide short term reprieve, it will lead to the risk of straining supplier relations, raising procurement costs and the lack of supply continuity (Elephants Child Advisory Limited., 2023).
[bookmark: _6nwfg5yymrhc]3.3 Strategies to Improve Liquidity
To improve liquidity, working capital reforms must be focused. Tightening demand forecasting, rationalisation of product lines, and just-in-time principles where possible should be utilised as part of inventory optimisation (Jenkins, 2024). A decline in slow moving and old inventory would set free assets tied in cash and reduce carrying charges.
It is necessary to enhance credit control. It entails tightening of credit issuance policies, new terms of payment, proactive management of receivables and early payment incentives. Enhancement of collections would speed up cash receipts as well as mitigate risk of bad debt (HighRadius, 2024).
Renegotiation with the suppliers should be on collaboration and not adversarial terms. Cash flow can be enhanced through long term contracts with suppliers, volume discounts and matched payment cycles without compromising the resilience of supply chains (Sap.com, 2025).
The visibility would be increased throughout the working capital cycle by the application of technologies and forecasting, including the integrated ERP systems and data analytics, that would facilitate proactive decision-making and better cash management.
[bookmark: _vafqbxojnhp7]3.4 Short-Term vs Long-Term Financing Options
	Financing Option
	Description
	Cost Implications
	Risk Profile
	Flexibility and Suitability

	Bank Overdrafts and Trade Credit
	Short-term funding used to finance daily operational cash needs and working capital gaps (Poonawalla Fincorp, 2023).
	Typically high variable interest rates and implicit costs through lost supplier discounts.
	High refinancing and interest rate risk, especially in volatile credit markets.
	Highly flexible and easily accessible, but unsuitable as a long-term funding solution due to instability.

	Short-Term Loans
	Fixed-term borrowing is generally repayable within one year to meet temporary liquidity requirements.
	Lower cost than overdrafts but still exposed to rising interest rates and frequent renewal fees.
	Moderate risk due to repayment pressure and rollover risk.
	Less flexible than overdrafts but useful for predictable short-term cash needs (Antony, 2025).

	Long-Term Debt
	Borrowing with maturities exceeding one year to finance restructuring or capital investment.
	Lower annualised cost compared to short-term funding but increases gearing and fixed interest commitments (Prudential Private Capital, 2023).
	Higher solvency risk if earnings remain weak.
	Provides funding stability and improves liquidity planning.

	Equity Financing
	Issuance of new shares to raise permanent capital.
	No mandatory repayment but high implicit cost through ownership dilution.
	Low financial risk but potential shareholder resistance (Nguyen, Nguyen and Nguyen, 2022).
	Enhances balance sheet strength and long-term flexibility.



[bookmark: _5r7fx0rxwm3x]3.5 Impact on Financial Stability
The working capital reforms would be effective in terms of reducing the cash conversion cycle and enhancing the operating cash flows as well as the liquidity resilience. Fewer inventory and speedier collection of receivables would free up cash and strict payables treatment would stabilise supplier relationships. Taken together, these would help to reduce liquidity risk, decrease reliance on outside funding, and increase financial stability in general, which can contribute to the overall turn around strategy of the firm.
[bookmark: _w28uep33q7xy]4. Strategic Financial Restructuring Plan
[bookmark: _losbur77pmm6]4.1 Need for Financial Restructuring
The recent financial performance of General Electronics shows a strong piece of evidence between financial distress and an unsustainable capital structure. A continuing operating loss, dwindling cash flows, and an increase in leverage have greatly undermined the capacity of the firm to service debt and finance the operation of the firm. The decline in interest coverage and a shift of the Altman Z-Score towards the distress level indicate that the existing financial framework is not appropriate anymore according to the risk level and profit potential of the firm. Constant financing commitments in an uncertain revenue market characterize the exalted financial risk and decrease forerunning aptitude (Dumitrescu et al., 2025).
There is an urgent strategic need of restructuring finances. In the absence of swift action General Electronics stands a greater risk of insolvency, stakeholder confidence and diminished access to external funds. It is necessary not simply to stabilize short term liquidity but also to develop a capital structure that could allow it to compete on long terms in a fast changing global consumer electronics market (Arnone et al., 2024).
[bookmark: _4seqkcszl9n1]4.2 Restructuring Options Evaluation
[bookmark: _3gjsf0lcp1ui]4.2.1 Asset Divestiture
Asset divestiture refers to the sale of non core or non performing business units, subsidiaries or latent physical assets. In the case of General Electronics, selling off product lines in peripherals or non-core operations overseas would yield cash flows that can be immediately used to pay debts or bolster working capital. This would directly enhance the liquidity and the interest costs would be minimized (Corporate Finance Institute, 2025).
In addition to the benefits of cash flow, divestiture helps management to specialize in core operations and lucrative areas, which enhances operational efficiency. Unless, it can over-sell its assets which can lower the potential of long-run growth and scale the economies. Hence, divestiture must be discriminative and strategic focusing on assets that will dilute returns or distract core value production.
[bookmark: _fmg7evys2nrz]4.2.2 Equity Injection
Equity injection may be in the form of rights issued to the current shareholders or by the equity investment. Rights issues would maintain the existing ownership arrangements and increase the balance sheet, unlike the case of retail capital that may be accompanied by expertise and power in governance (Patel, 2024).
Equity injection would also help a great deal to lower gearing, enhance the solvency ratios, and rebuild the lender trust. This is especially significant because the interest coverage of the firm has weakened. The use of equity financing, however, entails the short-term dilution of the shareholders and income per share. Nonetheless, dilution can be reasonable in a distressed situation, when it helps in creating long-term value and it averts insolvency (Startup Savant, 2024). The ownership dilution and financial stability trade off should then be properly controlled.
[bookmark: _tjkqi0runy96]4.2.3 Debt Restructuring
Debt restructuring involves adjusting the current liabilities to the new cash generating capacity of the firm. Easier access to short-term liquidity would shift maturities of existing debt to longer terms at lower interest rates and decrease the default risk. Besides, re-scheduling debt payments would also flatten cash flows, enhancing short-term financial strength.
Debt-equity conversion is more aggressive and might be necessary when lenders see a high-probability of default. Although this conversion decreases leverage and the payment of interest, it dilutes current stock holders and changes the balance of power. However, where the interest rate is high, it is crucial to restructure the debt obligations to stabilize the financial situation of the firm and re-establish operations space (Corporate Finance Institute, 2025a).
[bookmark: _3dm5bmux4uki]4.2.4 Merger or Strategic Alliance
Merger or strategic alliance has the potential of realizing operational and financial synergies. The merger with a complementary company may provide economies of scale in procurement and manufacturing along with distribution channels. Risk-sharing can be done through strategic alliances, especially in technology development or emergent markets.
In the case of General Electronics, collaboration with a geographically or technologically complementary company may increase the innovation potential and market presence. But mergers are also associated with integration risks, culture, and possible strategic loss of independence. Thus, alliances can provide a less risky and flexible option in the short- to medium-term.
[bookmark: _3j2rvttqvu8t]4.3 Impact on Shareholder Value
Shareholder value has been bi-polar in regard to financial restructuring. In the short-run, equity-raising or debt-to-equity conversion dilutes the ownership and can shrink the earnings per share. Sale of assets can also decrease the size of revenues. Nevertheless, it has to be offset by the long run consequences of financial stabilisation and recovery of earnings (Xiuguo and Shengyong, 2022).
Restructuring improves the ability of a firm to generate sustainable cash flows by mitigating the risk of financial distress, reducing financing costs and refocusing their operations. Share prices can be recovered in the long run by better profitability and lower risk premiums (Aziz, Ghazal and Ansari, 2025). In terms of value-maximisation, it is better to maintain the going concern and make recovery of earnings rather than keep ownership percentage in a financially weak firm.
[bookmark: _eyz1zm1izxt]4.4 Impact on Debt Structure and Flexibility
Restructuring will significantly change the debt structure and cost of capital of the firm. Equity injection or selling off assets reduces the financial risk and enhances credit worthiness and future borrowing could be made cheaper. The increasing debt maturities increase the liquidity management and minimize refinancing risks.
Stronger financial flexibility will enable the management to react better to market volatility, invest in innovation, and seek strategic opportunities. A more equal capital structure also gives strength during macroeconomic shocks, like rise in interest rates or fluctuation in demand (Sheng and An, 2024). Hence restructuring is eminent in the process of restoring long-term financial sustainability.
[bookmark: _uxa9j7690bb2]4.5 International and Ethical Considerations
General Electronics is a global company and so cross-border taxation, currency risk and inflation differentials have to be considered when restructuring. Equity injections and asset divestitures can attract tax across jurisdiction, so they need to be carefully planned so as to avoid value loss. The currency volatility may influence the debt service and repatriation of funds, which requires correct hedging (Reid, 2024).
Ethical issues are also critical. Redocclusion must be done in an open and accountable manner, with just treatment of staff, creditors and vendors. Truncation of workforce or closure of plants should be done in accordance with labour laws and ethics. CSR issues such as the environmental impact and community interaction are important in ensuring the stakeholder confidence and brand image are not eroded in times of overhaul of the company.
[bookmark: _xcsynps1nmxm]4.6 Recommended Restructuring Strategy
General Electronics needs to have an integrated restructuring strategy. This must consist of alternative asset divestment of non-core business, a moderate equity infusion to eliminate balance sheet weaknesses, and focused debt restructuring to lower financing costs and dilute maturities. The strategic alliance will be sought to generate more innovation and penetration without needless capital investment (Lynch, 2021).
This moderate approach reduces the insolvency risk, enhances liquidity and solvency, and maintains the potential of long-term value creation. General Electric can stabilize its finances and make a platform to recover and grow shortly by aligning financial restructuring and operational focus with ethical responsibility.
[bookmark: _d30afhhpgetn]5. Investment Appraisal and Capital Budgeting
[bookmark: _9yre346tc5nq]5.1 Overview of Capital Investment Decision Context
The general evaluation of capital investment decisions undertaken by General Electronics is to analyze them in terms of financial distress and limited funding ability. The company has a high capital rationing limit with a limit of not more than £60 million that can be invested, this would require careful prioritisation of projects that will give the maximum value per unit of capital invested. Investments in this context should not just be feasible in terms of finances, but also in terms of provision of liquidity and stabilisation of earnings. Strategic alignment is as such important. The projects that are proposed should complement the core competencies of the firm, add operational efficiency, or competitiveness in the long term without adding financial risk (Ghonim et al., 2020). Since profitability is low with high leverage, and projects with good cash generation, low volatility, and faster value realisation would be preferred to supplement the more comprehensive turnaround plan.
[bookmark: _whc2nh8ommd3]5.2 Investment Appraisal Techniques Explained
	Technique
	Definition
	Decision Rule
	Significance
	Limitations

	Payback Period (PBP)
	Measures the time required for a project to recover its initial investment from net cash inflows (Wall Street Prep, 2024).
	Accept projects with shorter payback periods.
	Useful for assessing liquidity risk and speed of cash recovery, which is critical for financially constrained firms.
	Ignores time value of money and cash flows after the payback point, limiting its usefulness for long-term value assessment.

	Accounting Rate of Return (ARR)
	Calculates average annual accounting profit as a percentage of initial or average investment.
	Accept projects with ARR above a target rate.
	Simple to compute and aligns with accounting performance measures familiar to management (Vipond, 2025).
	Based on accounting profits rather than cash flows and ignores time value of money.

	Net Present Value (NPV)
	Measures the present value of future cash inflows minus the initial investment using a discount rate.
	Accept projects with positive NPV.
	Considered the most reliable method as it measures absolute value creation and incorporates time value of money.
	Sensitive to discount rate assumptions and forecast accuracy.

	Profitability Index (PI)
	Ratio of present value of cash inflows to initial investment.
	Accept projects with PI greater than 1.
	Particularly useful under capital rationing to rank projects by value per pound invested.
	Can mis-rank mutually exclusive projects of different scales (Kitov, 2024).

	Internal Rate of Return (IRR)
	The discount rate at which NPV equals zero (Singhal, 2024).
	Accept projects where IRR exceeds the cost of capital.
	Intuitive and widely understood measure of project return.
	May give misleading results for non-conventional cash flows or mutually exclusive projects.



[bookmark: _hj1h8bwgi9xr]5.3 Project A Appraisal
[image: ]
Figure 9: Payback period for Project A
Project A is characterized by an initial investment amounting to 40 million pounds and cash inflows, which are not even, but relatively stable in the course of five years. The payback period can be estimated as 3.4 years which is not bad considering the liquidity limitation the firm has and it signifies a moderate pace of capital recovery. Short term risk wise this makes Project A fairly appealing though not one that provides instant cash recuperation.
[image: ]
Figure 10: Accounting Rate of Return (ARR) for Project A
Accounting Rate of Return (ARR) implies a low level of profitability, as the annual cash inflows are average, namely, 10.8 million pounds as compared to straight-line depreciation. Although ARR is a positive indicator, it is a secondary measure which cannot be as effective since it uses accounting profits as data instead of cash flows (AnalystPrep, 2023).
[image: ]
Figure 11: Profitability Ratio for Project A
[image: ]
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Figure 12: NPV & IRR for Project A
The discounting of project A by the discounting rate of 10 percent will give an NPV of 1.32 million which means that the project will contribute a marginal value to the firm. The Profitability Index (PI) of 1.03 also justifies the creation of value, albeit in a very low degree, which is significant in case of capital rationing. Internal rate of return (IRR) of 11.33 is greater than the cost of capital of the firm, which justifies the acceptance of the project, on the basis of returns.
[bookmark: _vnc3wnjqkj29]5.4 Project B Appraisal
[image: ]
Figure 13: Payback period for Project B
Project B is expected to be initially invested at 30 million pounds with a constant cash inflow of 6 million every year in 5 years. The payback period is 5.0 years, which implies that this project can pay back at the end of the economic life. Liquidity wise, this does not augur well with General Electronics, as it has limited cash reserves and requires more capital as quick income to sustain its short-term financial stability.
[image: ]
Figure 14: Accounting Rate of Return (ARR) for Project B
The Accounting Rate of Return (ARR) equals 0 which shows that average accounting profits are entirely covered by depreciation. This means that Project B does not improve reported profitability on an accounting basis and thus has little assistance in earnings recovery.
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Figure 15: Profitability Ratio for Project B
[image: ]
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Figure 16: NPV & IRR for Project B
The Net Present Value (NPV) is negative (£7.26 million) at a discount rate of 10 per cent to show that the present value of cash inflows in the future is not high enough to warrant the initial investment. This is supported by a Profitability Index (PI) of 0.76 which is a long way below the threshold of acceptance of 1. Besides this, Internal Rate of Return (IRR) of 0 is much lower than the cost of capital of the firm, which means that the project does not bring the sufficient amount of profit (Karthikai, 2024).
[bookmark: _n006ztpj9zvl]5.5 Project C Appraisal
[image: ]
Figure 17: Payback period for Project C
Project C has the greatest initial investment of 50m pounds but has a higher growth based cash flow profile with inflows materializing year 3 further onwards. The payback period is about 3.6 years which is quite fast considering the size of the project and competes favourably with Projects A and B. Even though the cash inflows in the beginning of the year are slight, the speed of acceleration in the later years justifies the recovery of liquidity in the medium term (Potnis, Acharya and Lakhera, 2025).
[image: ]
Figure 18: Accounting Rate of Return (ARR) for Project C
The Accounting Rate of Return (ARR) is 10 which implies that the project will have a satisfactory minimum rate of return on an accounting basis. This indicates good annual average cash inflows of £15 million in comparison with straight-line annuity of depreciation of 10 million pounds annually which indicates substantial contribution to earnings after the project has attained maturity.
[image: ]
Figure 15: Profitability Ratio for Project C
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Figure 16: NPV & IRR for Project C
Project C has a Net Present Value (NPV) of 4.23 million which is the highest of the three projects at a discount rate of 10%. Higher value creation per pound invested with a Profitability Index (PI) of 1.08 is very important since capital rationing is a critical aspect in a capitalist economy. Also, the Internal rate of return 12.72% is suitable well above the cost of capital of the firm giving it a cushion against the forecasting risk.
[bookmark: _1qti29atcwg0]5.6 Comparative Evaluation of Projects
Comparison of projects A, B, and C in terms of value-based metrics will give a well-defined ranking. Under Project C, the Net Present Value (£4.23m), Profitability Index (1.08) and the Internal Rate of Return (12.72%) are the highest and therefore represents better value creation and amount (in terms of returns per pound) spent. Project A follows with a low NPV (£1.32m), PI of 1.03, and IRR of 11.33% indicating the creation of marginal values but positive. Project B undertakes are not performing well with negative NPV generated, PI is significantly low 0.28, IRR generated is less than value of money and it is value destroying. Project A is stable and exhibits equal spread cash flow when viewed through a risk-adjusted feature whereas Project C is volatile in terms of cash flow since it is back-loaded. Project B though its inflows are stable does not cover its low returns.
[bookmark: _thw94kshd40]5.7 Capital Rationing Decision (£60m Limit)
Within the capital constraint equals to or less than 60 million, the possible combinations are Project A (40m) and the residual amount of capital, Project B (30m) combined with Project A or C (within the same capital constraint) or as a single investment, Project C (50m). On budget constraints, the Projects A and C cannot be combined. Project B will not be considered due to its negative value.
[bookmark: _eyb3ai6j2uob]5.8 Final Investment Recommendation
The best investment alternative is to invest in Project C which will provide the best shareholder value and corresponds to long-term strategic recovery. The NPV, PI and IRR of Project C are great and superior to the increased risk whereas the payback will be acceptable. Because General electronics has a poor profitability and a changing liquidity emphasis, investing capital in the project that benefits the company the most is the best way to balance the risk, liquidity and long-term financial recovery (Eltweri et al., 2024).
[bookmark: _2ea8jqdkulvc]6. Conclusion 
The financial analysis shows that the profitability, cash generation and solvency of General Electronics have been on a downward trend in the past due to the decreasing revenues, increasing leverage and low operating margins. Despite the fact that even the headline liquidity is satisfactory, the working capital management issues, and long cash conversion cycle have further multiplied the liquidity pressure. Specific working capital reforms, especially inventory management and better receivables management can be effective in providing short-term cash flow relief. The selected financial restructuring plan that should be implemented is that of selective asset divestiture, strengthening of equity, and debt restructuring and it is strategically viable and would be necessary to rebuild financial sturdiness. The recommendation to the Board as Chief Financial Officer is to go ahead with the restructuring programme as soon as possible and focus on high value initiatives that will help in achieving long-term shareholder value and sustainable recovery.
[bookmark: _qxqgeme97wzi]
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Appendix
Ratio Calculation
	Profitability Ratios

	Particulars
	2020
	2021
	2022
	2023
	2024

	Revenue (£m)
	   6,14,680.00 
	   6,01,602.00 
	   5,42,751.00 
	   4,20,457.00 
	   3,94,879.00 

	Operating Profit/(Loss) (£m)
	      37,267.00 
	      23,253.00 
	      14,548.00 
	     (85,301.00)
	     (15,297.00)

	Net Profit/(Loss) (£m)
	38,572
	5,301
	407
	-98,238
	-24,029

	Total Assets (£m)
	5,10,290
	5,10,348
	5,04,163
	3,55,872
	3,23,354

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

	Net Margin
	6.28%
	0.88%
	0.07%
	-23.36%
	-6.09%

	Return on Capital Employed (ROCE)
	11.27%
	7.92%
	5.06%
	-43.81%
	-9.27%

	
	
	
	
	
	

	Liquidity Ratios

	Particulars
	2020
	2021
	2022
	2023
	2024

	Current Assets (£m)
	3,26,843
	3,37,146
	3,38,040
	2,58,851
	2,42,494

	Inventories (£m)
	1,20,430
	1,34,469
	1,40,181
	88,273
	79,355

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

	Current Ratio
	               1.82 
	               1.56 
	               1.56 
	               1.61 
	               1.53 

	Quick Ratio
	               1.15 
	               0.93 
	               0.91 
	               1.06 
	               1.03 

	
	
	
	
	
	

	Gearing Ratios

	Particulars
	2020
	2021
	2022
	2023
	2024

	Total Liabilities (£m)
	1,96,989
	2,34,399
	2,35,757
	1,76,952
	1,70,249

	Total Equity (£m)
	3,13,301
	2,75,949
	2,68,406
	1,78,920
	1,53,105

	Operating Profit/(Loss) (£m)
	      37,267.00 
	      23,253.00 
	      14,548.00 
	     (85,301.00)
	     (15,297.00)

	Finance Costs (£m)
	20,000
	56,000
	88,000
	55,000
	36,960

	Debt/Equity Ratio
	               0.63 
	               0.85 
	               0.88 
	               0.99 
	               1.11 

	Interest Coverage Ratio
	               1.86 
	               0.42 
	               0.17 
	              (1.55)
	              (0.41)

	
	
	
	
	
	

	Efficiency Ratios

	Particulars
	2020
	2021
	2022
	2023
	2024

	Revenue (£m)
	   6,14,680.00 
	   6,01,602.00 
	   5,42,751.00 
	   4,20,457.00 
	   3,94,879.00 

	Cost of Sales (£m)
	4,38,424
	4,28,586
	3,90,459
	3,22,897
	2,80,885

	Average Inventories (£m)
	      60,215.00 
	      67,234.50 
	      70,090.50 
	      44,136.50 
	      39,677.50 

	Average Receivables (£m)
	      64,716.50 
	      64,607.50 
	      56,173.00 
	      56,298.00 
	      57,091.00 

	Average Payables (£m)
	      41,614.50 
	      46,353.50 
	      35,686.50 
	      28,516.50 
	      36,015.50 

	Inventory Turnover Days
	                  50 
	                  57 
	                  66 
	                  50 
	                  52 

	Receivables Turnover Days
	                  38 
	                  39 
	                  38 
	                  49 
	                  53 

	Payables Turnover Days
	                  35 
	                  39 
	                  33 
	                  32 
	                  47 

	
	
	
	
	
	

	Market Ratios

	Particulars
	2020
	2021
	2022
	2023
	2024

	Earnings/(Loss) per Share
	2.78
	0.39
	0.03
	-7.64
	-1.85

	Market Price per Share
	             22.55 
	             20.49 
	             21.13 
	             13.92 
	             11.81 

	Price/Earnings Ratio
	               8.11 
	             52.55 
	           704.31 
	              (1.82)
	              (6.39)

	
	
	
	
	
	

	Investment Ratios

	Particulars
	2020
	2021
	2022
	2023
	2024

	EBIT
	43,905
	16,080
	11,393
	-92,254
	-18,598

	Total Assets (£m)
	5,10,290
	5,10,348
	5,04,163
	3,55,872
	3,23,354

	Total Equity (£m)
	3,13,301
	2,75,949
	2,68,406
	1,78,920
	1,53,105

	Net Income (£m)
	38,572
	5,301
	407
	-98,238
	-24,029

	Return On Assest (ROA)
	               0.09 
	               0.03 
	               0.02 
	              (0.26)
	              (0.06)

	Return On Equity
	               0.12 
	               0.02 
	               0.00 
	              (0.55)
	              (0.16)

	
	
	
	
	
	

	Cashflow Ratios

	Particulars
	2020
	2021
	2022
	2023
	2024

	Cash From Operations
	78,553
	44,887
	39,735
	-9,250
	2,950

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

	Net Sales
	6,14,680
	6,01,602
	5,42,751
	4,20,457
	3,94,879

	Operating Cash Flow Ratio
	               0.44 
	               0.21 
	               0.18 
	              (0.06)
	               0.02 

	Sales Ratio
	               0.13 
	               0.07 
	               0.07 
	              (0.02)
	               0.01 






Investment Ratios

Return On Assest (ROA)	2020	2021	2022	2023	2024	8.6039310980030967E-2	3.150791224811305E-2	2.2597850298415392E-2	-0.25923365704522977	-5.7515911354119632E-2	Return On Equity	2020	2021	2022	2023	2024	0.1231148320624575	1.9210071426241804E-2	1.5163595448685946E-3	-0.54906103286384977	-0.1569445805166389	




Market Ratios

Price/Earnings Ratio	2020	2021	2022	2023	2024	8.1118693902576062	52.548201890942323	704.31131753654006	-1.8217695968525296	-6.3862535272366276	



Cashflow Ratios

Operating Cash Flow Ratio	2020	2021	2022	2023	2024	0.43759679126511059	0.20705577363956326	0.18355637885556167	-5.7400650333854594E-2	1.8636561775464178E-2	Sales Ratio	2020	2021	2022	2023	2024	0.12779495021799961	7.4612451421371601E-2	7.3210367184952219E-2	-2.1999871568317331E-2	7.4706429058015236E-3	




Cash Conversion Cycle	2020	2021	2022	2023	2024	53.914401447568068	56.981283584834017	69.937102222442064	66.529179021265946	57.52977789681853	



Trend Analysis

Net sales	2020	2021	2022	2023	2024	614680	601602	542751	420457	394879	Operating income (loss)	2020	2021	2022	2023	2024	37267	23253	14548	-85301	-15297	Net income (loss)	2020	2021	2022	2023	2024	38572	5301	407	-98238	-24029	Total assets	2020	2021	2022	2023	2024	510290	510348	504163	355872	323354	




Profitability Ratios

Net Margin	2020	2021	2022	2023	2024	6.2751350296089026E-2	8.8114733661124791E-3	7.4988346405626153E-4	-0.23364577114901167	-6.0851551994408414E-2	Return on Capital Employed (ROCE)	2020	2021	2022	2023	2024	0.11266400628816736	7.9210113059977313E-2	5.0568320066738504E-2	-0.43806105051252031	-9.2673706403009759E-2	



Liquidity Ratios

Current Ratio	2020	2021	2022	2023	2024	1.8207509330956493	1.5551947303113194	1.5615804280441441	1.6062935934668752	1.5319506478574272	Quick Ratio	2020	2021	2022	2023	2024	1.1498690880730877	0.93491307135575474	0.9140123710578224	1.0585176359619728	1.0306271360974408	



Efficiency Ratios

Inventory Turnover Days	2020	2021	2022	2023	2024	50.130638377461089	57.259435679186907	65.520406752053361	49.891521135222689	51.55949053883262	Receivables Turnover Days	2020	2021	2022	2023	2024	38.428975239148826	39.198236541766818	37.776337583901274	48.872464960745091	52.771140020107424	Payables Turnover Days	2020	2021	2022	2023	2024	34.645212169041841	39.476388636119708	33.359642113512557	32.234807074701834	46.800852662121514	




Gearing Ratios

Debt/Equity Ratio	2020	2021	2022	2023	2024	0.62875317984941004	0.84942869878129657	0.87835964918817011	0.98900067069081155	1.1119754416903431	Interest Coverage Ratio	2020	2021	2022	2023	2024	1.8633500000000001	0.41523214285714288	0.16531818181818181	-1.5509272727272727	-0.41387987012987015	
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10%

Year Cash Flow (£m) Discount Factor (10%) Present Value (£m)

0 30.00 -£                   1.00                                30.00 -£                    

1 6.00 £                     0.91                                5.45 £                      

2 6.00 £                     0.83                                4.96 £                      

3 6.00 £                     0.75                                4.51 £                      

4 6.00 £                     0.68                                4.10 £                      

5 6.00 £                     0.62                                3.73 £                      

7.26 -£                       Net Present Value

Project B

Discount Rate

Net Present Value
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Year Cash Flow (£m)

0 30.00 -£              

1 6.00 £                

2 6.00 £                

3 6.00 £                

4 6.00 £                

5 6.00 £                

Internal Rate of Return 0.00%

Internal Rate of Return

Project B
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Initial Investment (£m) Year

Annual Cash 

Inflow (£m)

Cumulative Cash 

Inflow (£m)

Payback Period (Years)

1 £                    5.00  £                    5.00 

2 £                  10.00  £                  15.00 

3 £                  20.00  £                  35.00 

4 £                  25.00  £                  60.00 

3 + (15 remaining/25) = 3.6 years

50

Payback Period Project C
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Year Cash Flow (£m)

Initial Investment 50.00 £              

1 5.00 £                

2 10.00 £              

3 20.00 £              

4 25.00 £              

5 15.00 £              

Total Cash Flow 75.00 £              

Average Annual Cash Inflow (£m)

15.00 £              

Annual Depreciation (£m)

10.00 £              

Average Annual Accounting Profit (£m)

5.00 £                

ARR

10.00%

Accounting Rate of Return

Project C
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10%

YearCash Flow (£m) Discount Factor (10%) Present Value (£m)

0 50.00 -£               1.00                                50.00 -£                    

1 5.00 £                 0.91                                4.55 £                      

2 10.00 £               0.83                                8.26 £                      

3 20.00 £               0.75                                15.03 £                    

4 25.00 £               0.68                                17.08 £                    

5 15.00 £               0.62                                9.31 £                      

54.23 £                    

1.08                         

Profitability Index

Present Value

Profitability Index

Project C

Discount Rate
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10%

Year Cash Flow (£m) Discount Factor (10%) Present Value (£m)

0 50.00 -£               1.00                                50.00 -£                    

1 5.00 £                 0.91                                4.55 £                      

2 10.00 £               0.83                                8.26 £                      

3 20.00 £               0.75                                15.03 £                    

4 25.00 £               0.68                                17.08 £                    

5 15.00 £               0.62                                9.31 £                      

4.23 £                      

Net Present Value

Net Present Value

Project C

Discount Rate
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Year Cash Flow (£m)

0 50.00 -£              

1 5.00 £                

2 10.00 £              

3 20.00 £              

4 25.00 £              

5 15.00 £              

Internal Rate of Return 12.72%

Internal Rate of Return

Project A
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