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Executive summary
General Electronics is facing extreme financial hardships after experiencing disastrous performance decline between 2020-2024. This report is a detailed turnaround plan to overcome high operational and financial weaknesses that are posing a threat to the survival of the corporation. Financial analysis shows worrying tendencies: the revenues decreased by 36 to £394.9 million, cumulative losses were over 122 million, and the Altman Z-Score of 2.39/2.36 is the indicator of moderate risk of bankruptcy. Profitability ratios became negative, and the operating margins are at -20.29% (2023), whereas liquidity restrains became even more evident with sufficient current ratios. The inefficiencies in working capital were in the form of long cash operating cycles of 121 days that were holding around 215 million pounds in unproductive assets.
There are three combined dimensions in the strategic recommendations. To begin with, aggressive working capital management in terms of 85–90-day inventory turnover and 80–85-day receivables collection can unleash cash in the amount of £30-35 million. Second, gradual financial restructuring involves assets of between £35 and 40 million divestiture and a capital injection of 50 million of equity balance the capital structure with minimum shareholder dilution. Third, capital investment in Project C brings about a fresh value creation ability, in that, NPV is 4.23 million, given 12.4% IRR. Leadership that is decisive, stakeholder orientation and strict monitoring of execution are necessary. This combined framework offers General Electronics an efficient recovery route, reinstating profitability, financial wellbeing and competitive edge that will be important to its sustainability in the long run.
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[bookmark: _Toc213234330]Introduction
General Electronics is a multinational company that deals with consumer electronics and is experiencing an existential financial crisis. The company has been facing extreme conditions of operational decline in the last five years as revenues have fallen by 36 per cent since 2020 (£614.7 million) to 2024 (394.9 million). This downward spiral has seen it incur losses amounting to a catastrophic loss of 98.2 million in 2023 and 24 million in 2024, and high goodwill impairment and dwindling cash reserves. This report is a turnaround plan based on data and it is a report by the Chief Financial Officer who has just been appointed to the position and to bring financial stability and long-term viability to the company (Schweizer and Nienhaus, 2017).
This is an in-depth analysis that assesses the financial health of General Electronics based on an intense ratio analysis and corporate failure prediction framework, working capital efficiency, strategic restructuring solutions, and appraisal of significant investment opportunities within the capital constraints. Using systematic financial analysis and strategic recommendations based on the current financial management theory, this report will offer a working roadmap to turn the company around, increase the shareholder value, and create sustainable competitive advantage in the ever-changing consumer electronics market (Schweizer and Nienhaus, 2017).
[bookmark: _Toc213234331]1. Financial Health Check
[bookmark: _Toc213234332]1.1 Profitability Ratio Analysis
Table 1: Profitability Ratios (2020-2024)
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Note: Capital Employed = Total Assets - Current Liabilities
General electronics has catastrophic decline in profitability. Whereas gross profit margins did not vary significantly (23-29%), which showed constant pricing power, operating and net profit margins fell to very negative levels. The operating loss (20.29%), net loss (23.36%), in 2023 show that the company has serious operational inefficiency and high-cost bases. Value destruction and destruction can be seen in the fall in Return on Capital Employed, which dropped 11.18% (2020) to -36.31% (2023). The same case was observed with Return on Equity that fell to 12.31% to -54.92, indicating that shareholder wealth was eroding significantly. The marginal 2024 recovery is still wanting, and the continued low profitability levels speak of basic dysfunction in the operations that need urgent strategic action (Fadillah et al., 2024).
[bookmark: _Toc213234333]1.2 Liquidity Ratio Analysis
Table 2: Liquidity Ratios (2020-2024)
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General Electronics indicates that it shows sufficient yet decreasing liquidity positions. The current ratios were also better than the benchmark level of 1.5, implying that there was enough coverage of short-term assets to cover the immediate limitations. But the decline between 1.82 (2020) and 1.53 (2024) shows that the liquidity is getting tighter. On quick ratios, when the figures are printed without the less liquid inventory, they indicate more alarming patterns, standing at approximately 1.0, that depicts low levels of safety margins (Li, 2023). The years 2022-2023 recorded especially poor ratios of quick (0.91-0.93) as this is below the required standards and they might experience stress in cash flow. At the same time, the lines of credit have increased with a rise in the short-term borrowing of the company between 2020 and 2022 by increase of around 88 million pounds (as compared to 2020 which was 20 million pounds) (Fadillah et al., 2024).
[bookmark: _Toc213234334]1.3 Efficiency Ratio Analysis
Table 3: Efficiency Ratios (2020-2024)
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The working capital management issues are enormous as indicated by the measures of operational efficiency. Inventory turnover was reduced to 2.83 times (2023) compared to 3.64 times (2020) and inventory holding extended to 129 days, which implies obsolescence and capital invested in slow moving inventory. The collection of the receivables was disastrous, and it went up to 106 days (2024) (previously 77 days (2020)) indicating a lack of control over credit or financial crisis amongst customers (Li, 2023). The payables days were not trending well (64-94 days), which might have put strain on the relations with suppliers. The cash operating cycle (Inventory Days + Receivables Days - Payables Days) has grown significantly and drained the working capital. Asset turnover was relatively constant at 1.2 times, showing that assets are used reasonably, even in the face of decreasing revenues, but there is a need to see absolute efficiency increases (Fadillah et al., 2024).
[bookmark: _Toc213234335]1.4 Gearing and Investment Ratio Analysis
Table 4: Gearing and Investment Ratios (2020-2024)
[image: ]
[image: ]
Gearing ratios represent growing financial distress and untenable capital structure. Debts to equity ratios multiplied by six times as 0.06 (2020) was transformed into 0.33 (2022), which reflected aggressive short-term borrowing to finance the gaps in operations (Arhinful and Radmehr, 2023). Worse still, the interest coverage ratio declined to unhealthy levels of -19.69 times (2023) instead of being healthy of 26-41 times (2020-2021) which means that the company cannot cover its debts through its operations. EPS fell to bits of -7.64 (2023) and 2.78 (2020), which is an utter decimation of shareholder value. The financial leverage of the company, coupled with operating negative profitability, places it at the risk of a dangerous debt-spiral situation, since the cost of borrowing is higher than the cost of doing operations, which will put it at risk of insolvency and cause creditors to lose confidence in it (Arhinful and Radmehr, 2023).
[bookmark: _Toc213234336]1.5 Altman Z-Score Analysis
Table 5: Altman Z-Score Calculation (2024)
	Component
	Formula
	Calculation
	Value

	X₁
	Working Capital/Total Assets
	(242,494-158,291)/323,354
	0.260

	X₂
	Retained Earnings/Total Assets
	208,431/323,354
	0.645

	X₃
	EBIT/Total Assets
	-15,297/323,354
	-0.047

	X₄
	Market Value Equity/Total Liabilities
	153,105/170,249
	0.899

	X₅
	Sales/Total Assets
	394,879/323,354
	1.221

	Z-Score
	1.2X₁ + 1.4X₂ + 3.3X₃ + 0.6X₄ + 1.0X₅
	(1.2×0.260)+(1.4×0.645)+(3.3×-0.047)+(0.6×0.899)+(1.0×1.221)
	2.39


The Altman Z-Score of 2.39 puts General Electronics in the grey zone (1.8-3.0) which is a moderate risk of distress and unstable financial position. Although slightly over the critical distress threshold 1.8 the score indicates acute operational weaknesses, especially negative EBIT contribution. The retained earnings component offers a certain cushion, which shows the accumulation of profits in the past (Altman, 2018). Nevertheless, the weakening of the operational performance, chronic losses, and weak liquidity standings indicate imminent migration to the distress zone unless the corrective measures are taken drastically. This predictive model confirms the experienced financial decline and requires immediate overall reorganization to avoid the corporate collapse and revives financial health in the context of competitive forces in the industry (Altman, 2018).
[bookmark: _Toc213234337]2. Working Capital Management Analysis
[bookmark: _Toc213234338]2.1 Cash Operating Cycle Assessment
Table 6: Cash Operating Cycle Components (2020-2024)
	Component
	Formula
	2024
	2023
	2022
	2021
	2020

	Inventory Days
	(Average Inventory/Cost of Sales)×365
	(83,814/280,885)×365 = 109 days
	(114,227/322,897)×365 = 129 days
	(137,325/390,459)×365 = 129 days
	(127,450/428,586)×365 = 109 days
	(120,430/438,424)×365 = 100 days

	Receivables Days
	(Accounts Receivable/Net Sales)×365
	(114,182/394,879)×365 = 106 days
	(112,596/420,457)×365 = 98 days
	(112,346/542,751)×365 = 75 days
	(129,215/601,602)×365 = 78 days
	(129,433/614,680)×365 = 77 days

	Payables Days
	(Accounts Payable/Cost of Sales)×365
	(72,031/280,885)×365 = 94 days
	(57,033/322,897)×365 = 64 days
	(71,373/390,459)×365 = 67 days
	(92,707/428,586)×365 = 79 days
	(83,229/438,424)×365 = 69 days

	Cash Operating Cycle
	Inventory Days + Receivables Days - Payables Days
	109+106-94 = 121 days
	129+98-64 = 163 days
	129+75-67 = 137 days
	109+78-79 = 108 days
	100+77-69 = 108 days



Table 7: Working Capital Position Analysis (2020-2024)
The cash operating cycle of General Electronics became significantly worse as it declined to 108 days (2020-2021) to the maximum of 163 days (2023). This horrific growth means that there is gross inefficiency in the conversion of cash, capital is tied up in non-productive assets over a long period. The 2024 increase to 121 days, though positive is 12% higher than historical baseline levels, which signal the continued structural working capital difficulties (Xuan, Thu and Nguyen, 2025).
	Metric
	2024
	2023
	2022
	2021
	2020

	Current Assets (£m)
	242,494
	258,851
	338,040
	337,146
	326,843

	Current Liabilities (£m)
	158,291
	161,148
	216,473
	216,787
	179,510

	Working Capital (£m)
	84,203
	97,703
	121,567
	120,359
	147,333

	Working Capital Ratio
	84,203/394,879 = 21.3%
	97,703/420,457 = 23.2%
	121,567/542,751 = 22.4%
	120,359/601,602 = 20.0%
	147,333/614,680 = 24.0%


At the same time, the absolute working capital decreased by 43 percent (between London147.3 and London84.2) to restrict operational flexibility. The long cycle acutely limits the availability of cash, compelling more use of costly short-term credit facilities, which rose to as high as £88 million (2022) before peaking at the existing level of liquidity, and poses a risk to the viability of operations (Xuan, Thu and Nguyen, 2025).
[bookmark: _Toc213234339]2.2 Working Capital Component Analysis
There is a high level of inefficiency in inventory management, which has been increasing since 2020 (100 days) to 2022-2023 (129 days). This decay of 29% indicates the possibility of obsolescence, failure of demand forecasting, and high policies of safety stock. The long inventory cycles in the unstable consumer electronics market augment the risks of markdowns and exposure to technological obsolescence. The collection period worsened 38 percent, to 106 days (2024) versus 77 days (2020), which is a sign of poor credit management, customer financial status or tight credit policies implemented to sustain dwindling revenues (Zeidan and Shapir, 2017). This expansion directly undermines cash generating ability. On the other hand, management payables was inconsistent and the period of payment varies with the range between 64-94 days, which could be harmful to the relationship with its suppliers and its access to trade credit. The net effect is massive cash consumption, and about £215 million is languishing in working capital elements, which is one of the key liquidity constraints that needs urgent optimization (Mengstie, Mosisa and Mosisa, 2024).
[bookmark: _Toc213234340]2.3 Strategic Working Capital Improvement Recommendations
Inventory Optimization Strategies: Just in time inventory options, cutting holding times by 20-25 to 85-90 day cycles by demand forecasting analytics, SKU rationalization that gets rid of slow-moving products, and vendor-managed inventory contracts with major suppliers (Mengstie, Mosisa and Mosisa, 2024). Implement inventory classification systems with high turnover items being given priority with the old inventory being liquidated through discount channels, which may give out a release of cash of 15-20 million. Institute automated reorder point systems that are tied to sales forecasting to reduce levels of safety stock without compromising on service levels. Consider consignment inventory deals with key suppliers, passing on holding costs and obsolescence risks to the supplier (Zeidan and Shapir, 2017).
Receivables Acceleration Programs: Decrease the collection period to 80-85 days by implementing strict credit procedures, early payment discounts (2/10 net 60), automated dunning vehicles, and specific collection departments on overdues. Introduce customer credit score systems that reject high risk accounts (Hempel, Li and Tibay, 2024). Invoice factoring facilities or receivables financing facilities Invoice factoring facilities or receivables financing facilities can be deployed to get immediate liquidity against outstanding invoices and potentially release the tanks of cash (10-15 million). Enforce terms of contractual payment, deposit on big orders and progress payment on long-term projects. Introduce electronic invoicing and payment systems that minimize delays in processing and enhance the visibility of collection (Mengstie, Mosisa and Mosisa, 2024).
Payables Optimization: Lengthen payment terms to 75-80 days without any harm to the supplier relations due to open and clear communication and the possibilities of the payment planning. Negotiate early payment discounts selectively when the financial gains are high in comparison with the opportunity costs. Centralize suppliers to gain better credit conditions with buying. Implement supply chain financing programmemes that allow suppliers to take advance payment in the form of third-party financing but that extends the payment obligations of the company, so that the working capital is utilized optimally without the threat of adverse impacts to the relationship with the vendors or supply chain (Hempel, Li and Tibay, 2024).
[bookmark: _Toc213234341]2.4 Short-Term versus Long-Term Financing Comparison
Table 8: Financing Options Comparative Analysis
	Criteria
	Short-Term Financing
	Long-Term Financing

	Current Position
	Lines of credit: £36.96m (2024)
	Minimal long-term debt

	Cost
	Higher rates (8-12%), volatile
	Lower rates (5-7%), stable

	Refinancing Risk
	High annual renewal risk
	Low, locked rates

	Flexibility
	High operational flexibility
	Limited flexibility, covenants

	Suitability
	Working capital, seasonal needs
	Capital expenditure, restructuring


The extensive use of short-term credit facilities at present (£37 million) by General Electronics poses significant risks of refinancing, interest rate and covenant pressures. Although short-term financing offers a flexible operation of the company in relation to varying working capital needs, the continuous negative operating cash flows of the company require structural financing solutions. Term loans, bonds or equity injections would counter the capital structure and the refinancing risk and introduce permanent capital supply to fund the operational restructuring plans (Kontuš, Šorić and Šarlija, 2022). An equitable solution which entails the use of long-term facilities of between 20- 25 million to support the long-term working capital needs and an addition of 10-15 million revolving credit to accommodate seasonal fluctuations would be an optimal move as far as cost, flexibility and financial stability are concerned. This strategic financing combination coupled with aggressive working capital management that liberates a cash amount of between 30-35 million and liquidity would be significant to cash flow, less reliance on debt financing and financial flexibility to recover operations successfully and reposition to compete again (Kontuš, Šorić and Šarlija, 2022).
[bookmark: _Toc213234342]3. Strategic Financial Restructuring Plan
[bookmark: _Toc213234343]3.1 Restructuring Options Analysis
General Electronics is experiencing existential challenges that need overall financial reorganization to achieve viability, competitiveness, and stakeholder trust (Fang, 2024). There exist three main restructuring options that should be systematically reviewed to include strategic divestiture of non-core assets, merger or acquisition partnerships and equity recapitalization through capital injection. Both solutions have their unique strengths, threats, and implementation difficulties that have to be evaluated with a keen eye on the worsened financial status of the company, competition dynamics, and interests of the stakeholders (Umar, 2023).
Divestiture Strategy: Asset divestiture refers to the sale of under-performing business units, non-core product lines or excess property, plant and equipment to acquire immediate liquidity, simplify operations and focus on core competencies of the business. With a property, plant and equipment base of 34.2 million, there is a possibility that divestiture of manufacturing plants, distribution centres or regional operations would free up 15-25 million because of the property, plant and equipment base of General Electronics. Also, selling old stock (estimated 20-30 million) and intangibles such as patents or brands would raise large amounts of cash (Umar, 2023). 
Merger and Acquisition Strategy: Believing in a stronger competitor with whom there is financial synergy or acquiring by a bigger conglomerate provides the survival route through merging resources, a realized synergy and market consolidation (Fang, 2024). Possible partners would be Asian electronics producers who would want access to the western market or technology companies that are interested in vertical integration. The advantages of mergers are in common technology platform, combined distribution chain, purchasing power and getting rid of overheads (Umar, 2023).
Equity Injection Strategy: Capital recapitalization via equity issue to current shareholders (rights issue), new institutional investors, or the private equity firms are permanent capital additions which are not adding to debt requirements. Equity equity raise (50-75M) would be a significant liquidity boost, decrease gearing, finance restructuring, and regain creditor confidence. This is, however, a very thinly veiled way of watering down the current stockholders who are already suffering share value erosion due to the cumulative losses of £122 million in two years and may not be well received unless with plausible turnaround plans that will restore profitability in the future (Fang, 2024).
[bookmark: _Toc213234344]3.2 Shareholder Value Impact Assessment
The erosion of shareholder value has been devastating, as retained earnings decreased to bypass 2022 at 330.7 million to 2024 with 2024 of 208.4 million, which is a 122.3 million loss of wealth. To the total shareholders equity reduced 43% between the figures of the 2020 and 2024: as the total shareholders equity went down to 153.1 million to the figures of 2020 of 313.3 million and also the total earnings per share went down to -7.64 and in comparison, to 2020 of 2.78 (Tang et al., 2022). Shareholders are affected differently by each of the restructuring options. Divestiture does not change ownership percentage and may stabilize financial performance, but selling assets at distressed values can crystallize losses and decrease the future earnings prospect of divested operations. Mergers are normally accompanied by a price premium over market value, which will give liquidity to shareholders at the exit; however, loss of control as well as undesired exchange ratio can be detrimental to current investors (Asonuma et al., 2024).
[bookmark: _Toc213234345]3.3 Debt Structure Implications
The existing debt profile depends too much on short term credit facilities (37 million pounds), which poses refinancing risks and interest coverage issues as indicated by negative interest coverage ratio. This vulnerability needs to be fixed by the strategies of restructuring. The divestiture proceeds allow the reduction of debts, which may lead to the absence of short-term facilities altogether, reinforcement of the balance sheet, and raising the credit rating, which will allow borrowing in the future at advantageous conditions (Asonuma et al., 2024). The cases of mergers normally feature the negotiation of debt assumption where other stronger acquiring parties finance the current liabilities at reduced rates or absorb the liabilities in the consolidated structures which results in an immediate favorable shift in the cost of capital in General Electronics. Direct impact of the equity injection is that leverage ratios will decrease to optimal levels of 0.10-0.15, resulting in regaining the financial flexibility and compliance of the covenants, which are currently 0.24 debt-to-equity (Tang et al., 2022).
[bookmark: _Toc213234346]3.4 Operational Flexibility Considerations
Operational flexibility refers to the strategic aspect of agility, investment capability and organisational dexterity necessary in the repositioning of competitiveness. Divestiture enhances flexibility by making operations easier, fixed cost structures are cut and capital is liberalized to be used in core business activities to develop products, expand the business or even upgrade the technology. Organizations that are streamlined are more responsive to the changes in the market and consumer needs (Asonuma et al., 2024). On the other hand, too much divestiture can destroy economies of scale, vertical integration benefits, or strategic optionality. The potential limitation of mergers plans is that it restricts flexibility due to complexities of integration, cultural clash, and post-merger reorganization which takes up management bandwidth. But combined entity resources make larger scale investments possible which would otherwise be impossible. Equity injection enhances operational flexibility, where it is possible to capitalize the authority to build free capital funds to support restructuring efforts, investments in technology, marketing, and acquisition of talent without fear of profitability in the short run (Tang et al., 2022).
[bookmark: _Toc213234347]3.5 International Considerations
General Electronics is an international company, and it requires considering the global taxation, currency and inflation effects. Disposing of the overseas subsidiaries sparks complicated taxation features such as capital gains tax, repatriation constraints, and withholding tax that has the capacity to diminish the net proceeds by 15-25 percent (Chen, Liang and Wu, 2023). Transfers that are made in terms of pricing need to be restructured without fines. The management of currency risk is essential, and the receivables and cash holdings are in various currencies (assessed to be 40% non-GBP exposure) and they are vulnerable to the fluctuations of the foreign exchange rates. The 2024 cash flow indicates a negative foreign exchange impact of 2.6m, and it has a material exposure that will have to be hedged using forward contracts, options or natural hedging in which currency revenues and expenses match (Chen, Liang and Wu, 2023).
[bookmark: _Toc213234348]3.6 Ethical and Corporate Social Responsibility Dimensions
Restructuring is an ethical decision that has implications on various stakeholders not just the shareholders. Divestiture and merger situations are normally characterized by reduction in the workforce whereby there might be reduction of 15-30 percent headcount which affects the livelihoods of the employees, their families and communities (Kinyua and Kihara, 2021). Ethical restructuring needs open communication, fair severance packages over and above legal minimums, retrenchment support and career transition retraining programmes. The supply chain partners have a risk of being interrupted, especially small suppliers who rely on the business of General Electronics (Chen, Liang and Wu, 2023).
[bookmark: _Toc213234349]3.7 Recommended Restructuring Strategy
The best restructuring strategy involves a combination of several actions that are carried out one after the other. Phase One is a focused disposal of non-core assets and obsolete inventory that will give an immediate liquidity of £35-40 million, decrease debt to 15-20 million levels, and simplify operations (Kinyua and Kihara, 2021). Phase Two seeks equity injection of £50 million or institutional investors or private equity, based on improved operations after Phase One, and so as to bolster balance sheet and finance technology investments. Phase Three considers strategic alliances or minority interests sold to technology giants, which reaches capabilities, distribution routes, and credibility without complete relinquishment of control (Kinyua and Kihara, 2021).
[bookmark: _Toc213234350]4. Investment Appraisal and Capital Budgeting
[bookmark: _Toc213234351]4.1 Project Evaluation Methodology
General Electronics will have to assess three mutually exclusive projects of investment with stringent capital rationing regulations of no more than 60 million investment. The decisions to make about the financial investment of the company need to be executed with stringent quantitative examination under various evaluation parameters due to their precarious financial status, which is a negative profitability, poor liquidity, and poor cash generation capacity (Sinaga et al., 2023). This part uses five standard capital budgeting methods, which include Payback Period (PBP), Accounting rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI), and Internal rate of Return (IRR), which systematically evaluates the financial feasibility of each project, the risk profile, and the project strategic alignment to recovery imperatives of the organization (Rashid et al., 2018).
[bookmark: _Toc213234352]4.2 Payback Period Analysis
Table 9: Payback Period Calculations
	Project A (£40m)
	Year 0
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5
	PBP

	Cash Flow
	(40)
	10
	12
	14
	10
	8
	

	Cumulative
	(40)
	(30)
	(18)
	(4)
	6
	14
	3.29 years


Calculation: After Year 3, shortfall = £4m. Year 4 generates £10m. PBP = 3 + (4/10) = 3.29 years
	Project B (£30m)
	Year 0
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5
	PBP

	Cash Flow
	(30)
	6
	6
	6
	6
	6
	

	Cumulative
	(30)
	(24)
	(18)
	(12)
	(6)
	0
	5.00 years


Calculation: Exactly breaks even at Year 5. PBP = 5.00 years
	Project C (£50m)
	Year 0
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5
	PBP

	Cash Flow
	(50)
	5
	10
	20
	25
	15
	

	Cumulative
	(50)
	(45)
	(35)
	(15)
	10
	25
	3.60 years


Calculation: After Year 3, shortfall = £15m. Year 4 generates £25m. PBP = 3 + (15/25) = 3.60 years
Project A has the lowest payback period of 3.29 years, then Project C with 3.60 years and then Project B takes the entire five-year capital payback period. In the case of General Electronics where the company is in dire liquidity and in need of immediate cash to service the debt and finance the operations, the minimal payback periods can give the company significant exposure to the risk of investments. Projects A and C will recede capital over reasonable periods and Project B has a long payback that will result in unacceptable pressure on cash flows. Nevertheless, the payback period process does not recognize time value of money, cash flows past the payback as well as overall profitability of the project, requiring additional analysis to use discounted cash flow methods to examine investments comprehensively (Sinaga et al., 2023).
[bookmark: _Toc213234353]4.3 Accounting Rate of Return Analysis
Table 10: Accounting Rate of Return Calculations
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Formula: ARR = (Average Annual Profit / Initial Investment) × 100
The accounting returns on Project C are the highest (10) as it equals the required discount rate in the company and then Project A shows the highest accounting returns of 7, and Project B makes zero accounting returns after depreciation. Such ARR values should be put in perspective of the history of the General Electronics Return on Capital Employed, which has been at 11.18% (2020) on average before crashing into negative figures. The 10 percent return on project C is close to the historical performance rates, which shows that there is a possibility of creating value (Sinaga et al., 2023).
[bookmark: _Toc213234354]4.4 Net Present Value Analysis
Table 11: Net Present Value Calculations (Discount Rate 10%)
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Analysis of Net Present Value shows that Project C creates the greatest shareholder value of 8.5% of value above initial investment at a value of £4.23 million. Project A generates low positive NPV of 1.31 million (3.3 per cent value creation) whereas Project B annihilates value at negative NPV of 7.25 million. NPV is the theoretically most optimal capital budget plan that includes the time value of money, all the cash flows over the project life, and a direct indication of absolute wealth creation (Dai et al., 2022). In the case of General Electronics that needs value creation after a shareholder wealth annihilation exceeding the previous 122 million pounds, NPV maximization would be the most crucial. The contribution of project C to the firm that is NPV of 4.23 million is small in comparison to the losses incurred by the organization, but it is a significant reversal of positive trend that shows the ability to create value once again, which is important to ensure restoration of confidence and establish long-term viability in the organization (Rashid et al., 2018).
[bookmark: _Toc213234355]4.5 Profitability Index Analysis
Table 12: Profitability Index Calculations
	Metric
	Project A
	Project B
	Project C

	PV of Cash Inflows
	£9.09+£9.91+£10.51+£6.83+£4.97 = £41.31m
	£5.45+£4.96+£4.51+£4.10+£3.73 = £22.75m
	£4.55+£8.26+£15.02+£17.08+£9.32 = £54.23m

	Initial Investment
	£40.00m
	£30.00m
	£50.00m

	PI
	£41.31m/£40.00m = 1.033
	£22.75m/£30.00m = 0.758
	£54.23m/£50.00m = 1.085


Formula: PI = Present Value of Cash Inflows / Initial Investment
Profitability Index provides an analysis of value creation per pound invested which is especially useful when capitals are rationed. Project C has the best PI of 1.085 and consequently, it has the best capital efficiency of producing a present value of 1.085 on a 1.00 investment. As one can see, Project A generates 1.033 slightly higher than breakeven whereas Project B is generating 0.758, which shows the destruction of value. Projects that have PI greater than 1.00 generate shareholder value and should be accepted whereas projects with PI less than 1.00 destroy value and they should be rejected. PI ranking would be helpful in maximizing the aggregate creation of value given severe capital rationing which constrains total investment to half of that in the absence of capital rationing, to the case where the maximum investment is restricted to £60 million (Dai et al., 2022).
[bookmark: _Toc213234356]4.6 Internal Rate of Return Analysis
Table 13: Internal Rate of Return Summary
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Decision Rule: Accept projects where IRR > Required Rate (10%)
IRR is the discount rate at which the NPV is zero, which shows the project break-even rate. Project C has the highest IRR of 12.4 larger than the required minimum of 10% by 240 basis points, which indicates the project has a large margin of above-minimal acceptable level. Project A is projected to produce 11.8% IRR which is slightly above requirements by 180 basis points (Lohmann and Baksh, 1993). Project B would yield only 0% IRR, which was incredibly low compared to the minimum indicators. The projects A and C pass the hurdle rates and thus should be accepted considering the IRR conditions whereas B has to be rejected. The higher IRR of project C means that it will be more profitable compared to capital invested in the project and will have more cushion against the errors in estimation, fluctuation in discount rates or negative occurrences during operations (Lohmann and Baksh, 1993).
[bookmark: _Toc213234357]4.7 Capital Rationing Decision and Portfolio Selection
Table 14: Comparative Investment Decision Matrix
	Criterion
	Project A
	Project B
	Project C
	Decision Rule

	Initial Investment
	£40m
	£30m
	£50m
	Within £60m constraint

	Payback Period
	3.29 years
	5.00 years
	3.60 years
	Shorter preferred

	ARR
	7.00%
	0%
	10.00%
	Higher preferred

	NPV
	£1.31m
	-£7.25m
	£4.23m
	Positive/Higher preferred

	PI
	1.033
	0.758
	1.085
	>1.0/Higher preferred

	IRR
	11.80%
	0%
	12.40%
	>10%/Higher preferred

	Ranking
	2nd
	3rd
	1st
	


In the situation involving capital rationing: total investment is limited to £60 million to choose the best project combination that maximizes the aggregate shareholder value, General Electronics will have to choose the best combination of projects. Project C is decidedly better in any evaluation criterion as it tops in NPV (£4.23m), PI (1.085), ARR (10%), and IRR (12.4%) whereas it shows acceptable payback period (3.60 years). Project C will need investment of £50 million; this will result in a capacity of 10 million that is unutilized. But there are no fractional investment opportunities of the project and Project B annihilates the value that should be discarded anyway. The best decision is to commit only in Project C which shall result in a net present value of 4.23 million and the IRR of 12.4% and leave the remaining 10 million to uncommitted money instead of committing to subpar projects. Alternative consideration relates to Projects A and B of 70v70 million being above constraints or 1x is Project A that only produces 1.31 million NPV and that is significantly lower than the value created by Project C (Lohmann and Baksh, 1993).
[bookmark: _Toc213234358]4.8 Risk Assessment and Strategic Recommendation
The nature of project risks needs to be assessed in a systematic way bearing in mind the weak financial position of General Electronics. Project C has the greatest ratio of cash flow volatility whereby the inflows per year are between £5-25 million (coefficients of variation 0.52) with 67 percent of cash generated during Years 3-4 (Campello et al., 2011). This is the profile that is loaded on the backend which poses execution risk when there are operational disruptions that postpone the realization of revenues. Project A exhibits moderate volatility (range of 8-14 million, CV 0.23) with higher balancing of temporal distribution lessening timing risk. Project B presents the least volatility with constant annual flows of 6m of 6m of money but it yields negative returns. Since General Electronics is in a tight liquidity position (current ratio 1.53, quick ratio 1.03), the company needs quick cash flow to serve its purposes of debt servicing as well as current working capital (Campello et al., 2011).
Recommendation: Project C should be accepted only with investment of 50 million and will yield 4.23 million NPV, will have 12.4 percent IRR which is the best capital allocation when dealing with extreme constraints and taking into consideration the occurrence of executions risks requires strict project management, milestones and contingency planning is necessary in ensuring a realization of the projected cash flow to support organizational recovery goals (Campello et al., 2011).
[bookmark: _Toc213234359]Conclusion 
General Electronics is in dire financial straits that need urgent all-round intervention. The monetary health review discloses disastrous profitability decline, as operating losses have hit extremely high levels of -85.3 million (2023) and the Altman Z-Score of the firm is on the edge of the distress zone at the 2.39 levels. Liquidity ratios are slightly satisfactory, but the long working cycle of 121 days and decreasing working capital of 147.3 to 84.2 million hamper operations to an extreme level.
Optimal use of strategic working capital, including inventory reduction, acceleration of receivables and management of payables, can release a cash amount of between £30-35 million cash which will significantly ease the liquidity burden in the short run. The suggested gradual restructuring plan with combined targeted divestiture (providing the company with proceeds of between 35-40 million pounds), then the injection of equity of 50 million pounds and strategic alliances is the best solution to provide the most appropriate channel to balance short-term liquidity requirements and long term capital structure reinstatement and the ethical responsibility to the stakeholders.
Investment appraisal proves the superiority of Project C, generating 12.4% C IRR and 4.23M NPV which are essential value creation reversal. General Electronics can have a good recovery path through successful practice of these combined recommendations, which are working capital reforms to release cash, a strategic restructuring to strengthen its balance sheet, and disciplined capital investment in value-creating projects.
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Ratio Formula 2024 2023 2022 2021 2020

Inventory Turnover

Cost of Sales/Average 

Inventory

280,885/83,814 = 3.35 

times

322,897/114,227 = 2.83 

times

390,459/137,325 = 

2.84 times

428,586/127,450 = 3.36 

times

438,424/120,430 = 

3.64 times

Inventory Days 365/Inventory Turnover 365/3.35 = 109 days 365/2.83 = 129 days 365/2.84 = 129 days 365/3.36 = 109 days 365/3.64 = 100 days

Receivables Days

(Accounts Receivable/Net 

Sales)×365

(114,182/394,879)×36

5 = 106 days

(112,596/420,457)×365 

= 98 days

(112,346/542,751)×3

65 = 75 days

(129,215/601,602)×365 

= 78 days

(129,433/614,680)×

365 = 77 days

Payables Days

(Accounts Payable/Cost of 

Sales)×365

(72,031/280,885)×365 

= 94 days

(57,033/322,897)×365 = 

64 days

(71,373/390,459)×36

5 = 67 days

(92,707/428,586)×365 = 

79 days

(83,229/438,424)×3

65 = 69 days

Asset Turnover Net Sales/Total Assets

394,879/323,354 = 

1.22 times

420,457/355,872 = 1.18 

times

542,751/504,163 = 

1.08 times

601,602/510,348 = 1.18 

times

614,680/510,290 = 

1.20 times
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Ratio Formula 2024 2023 2022 2021 2020

Debt-to-Equity

Total Debt/Shareholders' 

Equity 36,960/153,105 = 0.24 55,000/178,920 = 0.31

88,000/268,406 = 

0.33 56,000/275,949 = 0.20

20,000/313,301 = 

0.06

Interest Coverage

Operating Income/Interest 

Expense

-15,297/3,361 = -4.55 

times

-85,301/4,332 = -19.69 

times

14,548/2,200 = 6.61 

times

23,253/566 = 41.08 

times

37,267/1,422 = 

26.21 times

EPS (Basic) Given -£1.85 -£7.64 £0.03 £0.39 £2.78
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Metric Project A Project B Project C

Total Cash Inflows

£10+£12+£14+£10+£8 

= £54m £6×5 = £30m

£5+£10+£20+£

25+£15 = £75m

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

£30m/5 = 

£6.0m

£75m/5 = 

£15.0m

Annual Depreciation £40m/5 = £8.0m

£30m/5 = 

£6.0m

£50m/5 = 

£10.0m

Average Annual Profit

£10.8m - £8.0m = 

£2.8m

£6.0m - £6.0m 

= £0m

£15.0m - 

£10.0m = 

£5.0m

ARR

(£2.8m/£40m)×100 = 

7.0%

(£0m/£30m)×1

00 = 0%

(£5.0m/£50m)

×100 = 10.0%
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Project A Year 0 Year 1 Year 2 Year 3 Year 4 Year 5

Cash Flow -40 10 12 14 10 8

Discount Factor (1.1^n) 1 0.909 0.826 0.751 0.683 0.621

Present Value -40 9.09 9.91 10.51 6.83 4.97

NPV = £1.31m

Project B Year 0 Year 1 Year 2 Year 3 Year 4 Year 5

Cash Flow -30 6 6 6 6 6

Discount Factor 1 0.909 0.826 0.751 0.683 0.621

Present Value -30 5.45 4.96 4.51 4.1 3.73

NPV = -£7.25m

Project C Year 0 Year 1 Year 2 Year 3 Year 4 Year 5

Cash Flow -50 5 10 20 25 15

Discount Factor 1 0.909 0.826 0.751 0.683 0.621

Present Value -50 4.55 8.26 15.02 17.08 9.32

NPV = £4.23m
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Project IRR Calculation Method IRR Result

Project A

Solve: -40 + 10/(1+r) + 

12/(1+r)² + 14/(1+r)³ + 

10/(1+r)⁴ + 8/(1+r)⁵ = 0 11.80%

Project B

Solve: -30 + 6/(1+r) + 

6/(1+r)² + 6/(1+r)³ + 

6/(1+r)⁴ + 6/(1+r)⁵ = 0 0%

Project C

Solve: -50 + 5/(1+r) + 

10/(1+r)² + 20/(1+r)³ + 

25/(1+r)⁴ + 15/(1+r)⁵ = 0 12.40%
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Table 1: Profitability Ratios (2020-2024)

Ratio Formula 2024 2023 2022 2021 2020

Gross Profit Margin (Gross Profit/Net Sales)×100

(113,994/394,879)×10

0 = 28.87%

(97,560/420,457)×100 = 

23.20%

(152,292/542,751)×1

00 = 28.06%

(173,016/601,602)×100 

= 28.76%

(176,256/614,680)×

100 = 28.67%

Operating Profit Margin

(Operating Income/Net 

Sales)×100

(-

15,297/394,879)×100 

= -3.87%

(-85,301/420,457)×100 

= -20.29%

(14,548/542,751)×10

0 = 2.68%

(23,253/601,602)×100 = 

3.87%

(37,267/614,680)×1

00 = 6.06%

Net Profit Margin (Net Income/Net Sales)×100

(-

24,029/394,879)×100 

= -6.08%

(-98,238/420,457)×100 

= -23.36%

(407/542,751)×100 = 

0.07%

(5,301/601,602)×100 = 

0.88%

(38,572/614,680)×1

00 = 6.28%

ROCE

(Operating Income/Capital 

Employed)×100

(-

15,297/190,065)×100 

= -8.05%

(-85,301/234,920)×100 

= -36.31%

(14,548/356,406)×10

0 = 4.08%

(23,253/332,789)×100 = 

6.99%

(37,267/333,301)×1

00 = 11.18%

ROE

(Net Income/Shareholders' 

Equity)×100

(-

24,029/153,105)×100 

= -15.70%

(-98,238/178,920)×100 

= -54.92%

(407/268,406)×100 = 

0.15%

(5,301/275,949)×100 = 

1.92%

(38,572/313,301)×1

00 = 12.31%

Table 2: Liquidity Ratios (2020-2024)

Ratio Formula 2024 2023 2022 2021 2020

Current Ratio

Current Assets/Current 

Liabilities

242,494/158,291 = 

1.53 258,851/161,148 = 1.61

338,040/216,473 = 

1.56 337,146/216,787 = 1.56

326,843/179,510 = 

1.82

Quick Ratio

(Current Assets-

Inventories)/Current 

Liabilities

(242,494-

79,355)/158,291 = 

1.03

(258,851-

88,273)/161,148 = 1.06

(338,040-

140,181)/216,473 = 

0.91

(337,146-

134,469)/216,787 = 0.93

(326,843-

120,430)/179,510 = 

1.15
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Table 3: Efficiency Ratios (2020-2024)

Ratio Formula 2024 2023 2022 2021 2020

Inventory Turnover

Cost of Sales/Average 

Inventory

280,885/83,814 = 3.35 

times

322,897/114,227 = 2.83 

times

390,459/137,325 = 

2.84 times

428,586/127,450 = 3.36 

times

438,424/120,430 = 

3.64 times

Inventory Days 365/Inventory Turnover 365/3.35 = 109 days 365/2.83 = 129 days 365/2.84 = 129 days 365/3.36 = 109 days 365/3.64 = 100 days

Receivables Days

(Accounts Receivable/Net 

Sales)×365

(114,182/394,879)×36

5 = 106 days

(112,596/420,457)×365 

= 98 days

(112,346/542,751)×3

65 = 75 days

(129,215/601,602)×365 

= 78 days

(129,433/614,680)×

365 = 77 days

Payables Days

(Accounts Payable/Cost of 

Sales)×365

(72,031/280,885)×365 

= 94 days

(57,033/322,897)×365 = 

64 days

(71,373/390,459)×36

5 = 67 days

(92,707/428,586)×365 = 

79 days

(83,229/438,424)×3

65 = 69 days

Asset Turnover Net Sales/Total Assets

394,879/323,354 = 

1.22 times

420,457/355,872 = 1.18 

times

542,751/504,163 = 

1.08 times

601,602/510,348 = 1.18 

times

614,680/510,290 = 

1.20 times

Table 4: Gearing and Investment Ratios (2020-2024)

Ratio Formula 2024 2023 2022 2021 2020

Debt-to-Equity

Total Debt/Shareholders' 

Equity 36,960/153,105 = 0.24 55,000/178,920 = 0.31

88,000/268,406 = 

0.33 56,000/275,949 = 0.20

20,000/313,301 = 

0.06

Interest Coverage

Operating Income/Interest 

Expense

-15,297/3,361 = -4.55 

times

-85,301/4,332 = -19.69 

times

14,548/2,200 = 6.61 

times

23,253/566 = 41.08 

times

37,267/1,422 = 

26.21 times

EPS (Basic) Given -£1.85 -£7.64 £0.03 £0.39 £2.78
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Table 6: Cash Operating Cycle Components (2020-2024)

Component Formula 2024 2023 2022 2021 2020

Inventory Days

(Average 

Inventory/Cost of 

Sales)×365

(83,814/280,885

)×365 = 109 

days

(114,227/322,897)×3

65 = 129 days

(137,325/390,459

)×365 = 129 days

(127,450/428,586

)×365 = 109 days

(120,430/438,424)

×365 = 100 days

Receivables Days

(Accounts 

Receivable/Net 

Sales)×365

(114,182/394,87

9)×365 = 106 

days

(112,596/420,457)×3

65 = 98 days

(112,346/542,751

)×365 = 75 days

(129,215/601,602

)×365 = 78 days

(129,433/614,680)

×365 = 77 days

Payables Days

(Accounts 

Payable/Cost of 

Sales)×365

(72,031/280,885

)×365 = 94 days

(57,033/322,897)×36

5 = 64 days

(71,373/390,459)

×365 = 67 days

(92,707/428,586)

×365 = 79 days

(83,229/438,424)×

365 = 69 days

Cash Operating Cycle

Inventory Days + 

Receivables Days - 

Payables Days

109+106-94 = 

121 days

129+98-64 = 163 

days

129+75-67 = 137 

days

109+78-79 = 108 

days

100+77-69 = 108 

days

Table 7: Working Capital Position Analysis (2020-2024)

Metric 2024 2023 2022 2021 2020

Current Assets (£m) 242,494 258,851 338,040 337,146 326,843

Current Liabilities (£m) 158,291 161,148 216,473 216,787 179,510

Working Capital (£m) 84,203 97,703 121,567 120,359 147,333

Working Capital Ratio

84,203/394,879 = 

21.3%

97,703/420,457 

= 23.2%

121,567/542,751 = 

22.4%

120,359/601,602 

= 20.0%

147,333/614,680 

= 24.0%
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Table 10: Accounting Rate of Return Calculations

Metric Project A Project B Project C

Total Cash Inflows

£10+£12+£14+£10+£8 = 

£54m £6×5 = £30m

£5+£10+£20+£

25+£15 = £75m

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

£30m/5 = 

£6.0m

£75m/5 = 

£15.0m

Annual Depreciation £40m/5 = £8.0m

£30m/5 = 

£6.0m

£50m/5 = 

£10.0m

Average Annual Profit £10.8m - £8.0m = £2.8m

£6.0m - £6.0m 

= £0m

£15.0m - 

£10.0m = 

£5.0m

ARR (£2.8m/£40m)×100 = 7.0%

(£0m/£30m)×1

00 = 0%

(£5.0m/£50m)

×100 = 10.0%

Formula: ARR = (Average Annual Profit / Initial Investment) × 100

Table 11: Net Present Value Calculations (Discount Rate 10%)

Project A Year 0 Year 1 Year 2 Year 3 Year 4 Year 5

Cash Flow -40 10 12 14 10 8

Discount Factor (1.1^n) 1 0.909 0.826 0.751 0.683 0.621

Present Value -40 9.09 9.91 10.51 6.83 4.97

NPV = £1.31m

Project B Year 0 Year 1 Year 2 Year 3 Year 4 Year 5

Cash Flow -30 6 6 6 6 6

Discount Factor 1 0.909 0.826 0.751 0.683 0.621

Present Value -30 5.45 4.96 4.51 4.1 3.73

NPV = -£7.25m

Project C Year 0 Year 1 Year 2 Year 3 Year 4 Year 5

Cash Flow -50 5 10 20 25 15

Discount Factor 1 0.909 0.826 0.751 0.683 0.621

Present Value -50 4.55 8.26 15.02 17.08 9.32

NPV = £4.23m
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Table 12: Profitability Index Calculations

Metric Project A Project B Project C

PV of Cash Inflows

£9.09+£9.91+£10.51+£6.8

3+£4.97 = £41.31m

£5.45+£4.96+£

4.51+£4.10+£3.

73 = £22.75m

£4.55+£8.26+£

15.02+£17.08+

£9.32 = 

£54.23m

Initial Investment £40.00m £30.00m £50.00m

PI £41.31m/£40.00m = 1.033

£22.75m/£30.0

0m = 0.758

£54.23m/£50.0

0m = 1.085

Table 13: Internal Rate of Return Summary

Project IRR Calculation Method IRR Result

Project A

Solve: -40 + 10/(1+r) + 

12/(1+r)² + 14/(1+r)³ + 

10/(1+r)⁴ + 8/(1+r)⁵ = 0 11.80%

Project B

Solve: -30 + 6/(1+r) + 

6/(1+r)² + 6/(1+r)³ + 

6/(1+r)⁴ + 6/(1+r)⁵ = 0 0%

Project C

Solve: -50 + 5/(1+r) + 

10/(1+r)² + 20/(1+r)³ + 

25/(1+r)⁴ + 15/(1+r)⁵ = 0 12.40%

Table 14: Comparative Investment Decision Matrix

Criterion Project A Project B Project C Decision Rule

Initial Investment £40m £30m £50m Within £60m constraint

Payback Period 3.29 years 5.00 years 3.60 years Shorter preferred

ARR 7.00% 0% 10.00%Higher preferred

NPV £1.31m -£7.25m £4.23m Positive/Higher preferred

PI 1.033 0.758 1.085>1.0/Higher preferred

IRR 11.80% 0% 12.40%>10%/Higher preferred

Ranking 2nd 3rd 1st
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Ratio Formula 2024 2023 2022 2021 2020

Gross Profit Margin (Gross Profit/Net Sales)×100

(113,994/394,879)×10

0 = 28.87%

(97,560/420,457)×100 = 

23.20%

(152,292/542,751)×1

00 = 28.06%

(173,016/601,602)×100 

= 28.76%

(176,256/614,680)×

100 = 28.67%

Operating Profit Margin

(Operating Income/Net 

Sales)×100

(-

15,297/394,879)×100 

= -3.87%

(-85,301/420,457)×100 

= -20.29%

(14,548/542,751)×10

0 = 2.68%

(23,253/601,602)×100 = 

3.87%

(37,267/614,680)×1

00 = 6.06%

Net Profit Margin (Net Income/Net Sales)×100

(-

24,029/394,879)×100 

= -6.08%

(-98,238/420,457)×100 

= -23.36%

(407/542,751)×100 = 

0.07%

(5,301/601,602)×100 = 

0.88%

(38,572/614,680)×1

00 = 6.28%

ROCE

(Operating Income/Capital 

Employed)×100

(-

15,297/190,065)×100 

= -8.05%

(-85,301/234,920)×100 

= -36.31%

(14,548/356,406)×10

0 = 4.08%

(23,253/332,789)×100 = 

6.99%

(37,267/333,301)×1

00 = 11.18%

ROE

(Net Income/Shareholders' 

Equity)×100

(-

24,029/153,105)×100 

= -15.70%

(-98,238/178,920)×100 

= -54.92%

(407/268,406)×100 = 

0.15%

(5,301/275,949)×100 = 

1.92%

(38,572/313,301)×1

00 = 12.31%
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Ratio Formula 2024 2023 2022 2021 2020

Current Ratio

Current Assets/Current 

Liabilities

242,494/158,291 = 

1.53 258,851/161,148 = 1.61

338,040/216,473 = 

1.56 337,146/216,787 = 1.56

326,843/179,510 = 

1.82

Quick Ratio

(Current Assets-

Inventories)/Current 

Liabilities

(242,494-

79,355)/158,291 = 

1.03

(258,851-

88,273)/161,148 = 1.06

(338,040-

140,181)/216,473 = 

0.91

(337,146-

134,469)/216,787 = 0.93

(326,843-

120,430)/179,510 = 

1.15
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