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[bookmark: _Toc215440866]1.0 Introduction
This is further clarified in the report given below which provides a full financial health check and scrutiny of General Electronics with an aim of reviewing its existing financial health, possible strategic investments and suggestions to the restructuring activities of its organization by the restriction of capital rationing. The analysis would start with the analysis of the financial reports of the firm, and this would include the analysis of the most material profitability, liquidity and efficiency ratios with establishing trends, strengths and weaknesses. The company is determined by means of the corporate failure predictive models like Altman Z-Score in terms of the size of the risk of bankruptcy associated with the company and financial stability. The working capital management analysis also expounds the cash operating cycle of the firm to provide measures based on which the liquidity can be enhanced and finally the short term and long term financing sources are contrasted. The strategic financial restructuring plan also offers the restructuring choices that are based on the divestitures, mergers, and equity injection and speculates on the consequences of the restructuring on capital structure, liquidity, and flexibility of operations. The report ends with an evaluation of three proposed projects that are implemented to evaluation of investment decision during the process of capital rationing.


[bookmark: _yjuhe28kvksm][bookmark: _Toc215440867]2.0 Financial Health Check
[bookmark: _xo58i0782lbn][bookmark: _Toc215440868]2.1 Analyse the Firm's Financial Statements
The financial statements of the firms include the income, balance sheet as well as the cash flow statements contain convenient information on the performance and the performance which is either wrong or right of the firms (Barth and Miller, 2018). Nonetheless, the net loss recorded by General Electronics was £24029 million, which was fairly smaller than that of the past years in 2024. The gross profit margin of 2024 was calculated as 28.87% and this was taken to show a potential generation of profit indeed after the cost of sales was charged, but the high operating cost was a dent on the profitability (£129,291 million). 

[bookmark: _ocm6sacet26o][bookmark: _Toc215440869]2.2 Perform Ratio Analysis
[bookmark: _cfv72iy04kk8][bookmark: _Toc215440870]2.2.1 Profitability Ratios

	Year
	Gross Profit Margin (%)
	Operating Profit Margin (%)
	Net Profit Margin (%)
	Return on Assets (%)
	Return on Equity (%)

	2024
	28.87%
	-3.88%
	-6.09%
	-7.43%
	-15.7%

	2023
	23.23%
	-20.29%
	-23.39%
	-27.63%
	-54.9%

	2022
	28.06%
	2.68%
	0.08%
	0.08%
	0.15%

	2021
	28.74%
	3.87%
	0.88%
	1.04%
	1.92%

	2020
	28.62%
	6.05%
	6.28%
	7.57%
	12.3%



The Gross Profit Margin is at 28.87%, and it indicates that the firms will be able to recover the cost of sales. The operating profit margin, though, is -3.88% and that shows that there is no efficiency in the management of the operating expenses since there is a loss on operating profit. The net profit margin has a value of -6.09% at which the net profit is the loss on the entirety. The issues notwithstanding, the ratio on return on assets (ROA) and equity (ROE) is alarming, considering the negative net income and a not very good equity base.

[bookmark: _ted4qilt8tsu][bookmark: _Toc215440871]2.2.2 Liquidity Ratios

	Year
	Current Ratio
	Quick Ratio

	2024
	1.53
	1.03

	2023
	1.60
	1.06

	2022
	1.56
	0.92

	2021
	1.56
	0.94

	2020
	1.82
	1.15



Its current ratio has been reported as 2024 1.53, and the company does not have the problem of paying off its short-term debts using its assets, which is normally viewed as a safe liquidity ratio. Nonetheless, the quick ratio of 1.03 indicates that the business cannot freely pay the short-term obligation without any liquidity assets in the form of inventories. It is also shown that the cash percentage is low at 0.17, stating that the company has been utilising non-cash assets to finance the current liabilities.

[bookmark: _cqkslu1nl91m][bookmark: _Toc215440872]2.2.3 Efficiency Ratios

	Year
	Inventory Turnover
	Accounts Receivable Turnover
	Accounts Payable Turnover
	Asset Turnover

	2024
	3.37
	3.48
	4.36
	1.22

	2023
	2.82
	3.74
	5.03
	1.18

	2022
	2.84
	4.51
	4.76
	1.08

	2021
	3.36
	4.65
	4.87
	1.18

	2020
	3.64
	4.75
	5.26
	1.20



The inventory turnover in 2024 is 3.37, which means that the company occupies and replaces the outstretched inventory 3 times a year, which is rather a typical rate that can be enhanced. The ratio of accounts receivable is currently 3.48, and, therefore, the company is quite efficient in the collection of the receivables. The turnover in accounts payable was 4.36, and its value indicates that the organisation has well managed its payables since checks are paid to its suppliers, in due time. The current ratio of 1.22 indicates that the firm took 1.22 in sales for every pound of its assets, and it is average.

[bookmark: _fls3zafucg0][bookmark: _Toc215440873]2.2.4 Gearing (Leverage) Ratios

	Year
	Debt-to-Equity Ratio
	Debt Ratio
	Interest Coverage Ratio

	2024
	1.11
	0.53
	-4.55

	2023
	0.99
	0.50
	-19.70

	2022
	0.88
	0.47
	6.62

	2021
	0.85
	0.46
	41.08

	2020
	0.63
	0.39
	26.18



It has a 2024 debt-to-equity ratio, i.e. the company is quite heavily in debt as compared to equity to finance its operations, and this may not be safe, particularly when its operations are in woeful condition. Its debt ratio at 0.53 implies that the assets in the possession of the firm were mobilised with the use of 53 per cent of debt, and it is also very high, implying that the firm is at high risk of being bankrupt due to poor market forces. 

[bookmark: _2o3pvds2ynx1][bookmark: _Toc215440874]2.2.5 Cash Flow Ratios

	Year
	Operating Cash Flow Ratio
	Free Cash Flow (£m)

	2024
	0.09
	6,394

	2023
	0.16
	11,313

	2022
	0.05
	(9,659)

	2021
	0.19
	23,242

	2020
	0.41
	50,158



Its operating cash flow ratio stands at 0.09, which suggests that its operations do not produce a sufficient amount of cash that can be used to settle current debt. This is raising concerns since it is a signal that the company might lack the capacity to clear its short-term liabilities through its operation (Barth and Miller, 2018). The 2024 cash flow is negative, too, indicating that the company will have less cash to invest back after making huge cash expenditures.

[bookmark: _e9iv7kd6pqt][bookmark: _Toc215440875]2.3 Determining Trends, Strengths, and Threats.
Trends: General electronics have been on the down slope, with its profitability level also at a negative trend in the last five years, as shown by the negative figures in the year 2023 and 2024 net income. In spite of the positive gross profits, operating companies' operating expenses were very high and as such, negative operating profits and net losses were incurred. The current ratio has not changed considerably; however, liquidity problems have existed, as the cash flow of the operations has been decreasing.

Strengths: The company is hard, but that does not mean that the company does not have some strengths. The gross profit margin is very good, so it is clear that the basic products of the company are earning it after the sale of the cost of goods manufactured. The inventory turnover and accounts receivable turnover ratios indicate that its efficiency in managing the inventory and accounts receivable is average. Along with it, the firms' current ratios show that the firm may be potentially capable of paying off the short-term liabilities through the use of the current assets.

Threats: The excessive operating cost that always surpassed the revenues and the adverse operating income in 2024 will be the threats to the firm. Excessive debt-to-equity is also urgent, as it shows that companies are financing using enormous amounts of debt, and in the case of future losses, companies will not survive (Twin, 2024). In addition, a low interest coverage ratio implies that it cannot manage the cost of servicing debts, but a negative free cash flow causes issues in the cash generation. These spell an indicator of an elevated threat of fiscal anguish.

[bookmark: _m69osowdq339][bookmark: _Toc215440876]2.4 Anticipated Corporation Failure Models.
One such model, the aptitude of which is used to determine the bankruptcy of the company, is the Altman Z-Score. The Z-score of the General Electronics case is 2024, and the Z-score is 2.803, which proves that the firm is not outside the safe zone. Nevertheless, it is possible to note that the Z-Scores of 2023, 2022, and 2021 were significantly smaller in comparison with it and that the scores of 0.16 and 1.25 reflected that it was under the distress range. This kind of scores indicates that the firm has been facing financial strains and increasing the danger of bankruptcy.

	Year
	Z-Score
	Risk Assessment

	2024
	2.803
	Safe Zone (Low risk)

	2023
	0.16
	Distress Zone (High risk)

	2022
	1.25
	Distress Zone (High risk)

	2021
	1.48
	Distress Zone (High risk)

	2020
	1.85
	Distress Zone (High risk)



Negative EBIT and operating income over the past several years, as the Z-score reveals, are also the reasons behind the poor performance of the company. The realisation of this indebtedness is further seen in the fact that the 2024 debt-to-equity ratio of the firms is 1.11, which adds financial risk. Although the 2024 Position of the Z-Score is slightly less risky, the performance of the historical years indicates that General Electronics must perform the activities to enhance the spheres of its profitability.


[bookmark: _q4k89dbpdw6p][bookmark: _Toc215440877]3.0 Working Capital Management Analysis
[bookmark: _a456hwtt9nyz][bookmark: _Toc215440878]3.1 Cash Operating Cycle
Cash Operating Cycle (COC) is by far a very important metric of the liquidity and efficiency of the companies since it defines how many days it will take to turn investments in the companies' inventory and receivables into products in its sales cash flow. COC is at 115.06 days, a very long period of time taken by the company to convert its operations into cash. This is a better mark than 2023 of 132.72 days, which shows that the point of improvement is moderate, but the cycle duration is long in relation to the industry levels (Maverick, 2024).

	Year
	Inventory Days (DIO)
	Account Receivable Days (DSO)
	Accounts Payable Day (DPO)
	Cash Operating Cycle (COC)

	2024
	103.12
	105.54
	93.60
	115.06

	2023
	99.67
	97.49
	64.44
	132.72

	2022
	130.51
	75.43
	66.65
	139.29

	2021
	114.53
	78.50
	78.80
	114.23

	2020
	100.05
	76.65
	68.81
	107.89



Attempting at disaggregation, Days Inventory Outstanding (DIO) of 103.12 days in 2024 means that the company sells its inventory more slowly than the other companies do, since it takes three months to turn the stock, and it is quite high and may be one of the indicators of the ineffectiveness of selling goods and services. 

[bookmark: _1gg1acw6vrx][bookmark: _Toc215440879]3.2 Recommendations on Breakeven to enhance Liquidity.
More attempts at maximising the Cash Operating Cycle (COC) should be undertaken by the firm to enhance its liquidity through the problematic operation of its inventory and receivables.

Inventory Management Improvement:
The number of Days' Inventory Outstanding of the company is gigantic and indicates that the company takes too long to sell its inventory. Other strategies that the firm can employ to lead to the improvement of liquidity are via just-in-time (JIT) inventory, or lean inventory management, since such a strategy would allow lower inventory to be in the stores at any given moment. The stagnant cash can be emitted by optimising the stocks of the unsold goods by the company. 

The Quicken Receivables Collection:
The Days Sales Outstanding is also large, and it is a pointer that it is taking too long to receive the payment made by the customers. The various options that can be employed to improve on this would be by placing stricter credit requirements, discounts on early payment or even outsourcing and selling leads to a third party via the services of a factor. 

Supplier Negotiations:
Days Payable Outstanding is quite significant, yet it is also the chance given to the company to negotiate with the suppliers about the improvement of the conditions of payment without spoiling the relations with the supplier (Blessing and Sakouvogui, 2023). In that way, it will be able to maintain the cash flow without compromising the trustworthiness of chains of supply.

[bookmark: _yspqy1j4p3e5][bookmark: _Toc215440880]3.3 Compare Short-Term vs Long-Term Financing Options
It should also look at short-term and long-term financing scenarios to see which is the most favourable that will be adopted in order to fund the operation and/or investment in liquidity management.

[bookmark: _gaujtyfnrxjy][bookmark: _Toc215440881]3.3.1 Short-Term Financing:
Short-term funding plans involve borrowing of finance over a period of up to one year, and it is good for meeting urgent financial requirements of funds (Hayes, 2022). One such short-term financing facility may be trade credit, in which the company is permitted to defer the payments it makes to its suppliers to match transient cash flow. Another option would be short-term loans, and it is done with the money immediately, but at high interest rates. 

Advantages
· Gifts are an entry into the capital within the short term.
· Malleable and generally more easily available.
· Relevant to the running of the day-to-day business and unforeseen costs.

Disadvantages
· It may be costly as the cost of interest or charges is high (Twin, 2024).
· The challenge to liquidity might be based on the ongoing borrowing of short-term loans, in the event that the cash flow problems still remain (Henager and Cude, 2016).

[bookmark: _9llkiib90asl][bookmark: _Toc215440882]3.3.2 Long-Term Financing:
Long-term financing. It is a borrowing of the term of Proving loans greater than a year. These are primarily the bank loans, the bonds or equity financing (Perez et al., 2021). Such options might give a great amount of money that may be utilised in making some of the biggest investments, growth or paying off debts. The equity financing will enable the company to receive finances without necessarily owing them, but this will thin out the shareholding.

Strengths
· Makes heavier investments or growth (Drobetz et al., 2019).
· Better terms are by way of lower interest rates and increased repayment that are being made freer.
· Equity financing is not subject to repayment on a short-term basis; hence, it does not entail a lot of cash repayment on a short-term basis (Henager and Cude, 2016).

Disadvantages
· May must have security or collateral.
· The long-term debt interest payment will be realised in the long run since it would have an impact on profitability (Hayes, 2022).
· One of the effects of equity financing is dilution of control and ownership.

Short-term funding should be used to obtain funds to meet the urgent requirements, and long-term funding should be used to acquire funds to finance the capital investment involving a huge capital or to refinance the existing debt (Legesse and Guo, 2020). The moderate factor will take care of the business to ensure that the company will be in a good position to manage its daily activities of running the firm.


[bookmark: _x46afrm486r3][bookmark: _Toc215440883]4.0 Strategic Financial Restructuring Plan
[bookmark: _mxplgzhqtp2u][bookmark: _Toc215440884]4.1 Recommend Financial Restructuring Options
Due to the fact that the company has been reporting poor financial performance in the form of negative net income, high leverage and low profitability ratios, a strategic financial restructuring mechanism is needed that will stabilise the financial position of the company and allow it to make a future (Hayes, 2022). The following are some of the recommended possible options for restructuring:

[bookmark: _iv7lfuby9ejy][bookmark: _Toc215440885]4.1.1 Divestiture
Divestment entails eliminating some parts of assets or business lines that are not central to the activities of the firm. As is the case with General Electronics, there are sectors that the company could consider selling, which are not doing so well or not so strategic to the company, i.e. the low-margin or low-growth product lines (Cebeci Law, 2025). This would be useful in establishing the liquidity, simplified operations and would help the corporation to concentrate on other higher profitable aspects. By chance, should it be the case that the company has company business units in either a highly cyclical or low growth potential industry, the sale of these may allow the company to release capital (Jerab and Mabrouk, 2023).

[bookmark: _q3oso3hf5dy][bookmark: _Toc215440886]4.1.2 Merger or Acquisition
Merger or acquisition would result in instant growth, especially when the company is suffering losses in its business income, and the cost base is not sustainable. It is possible that General Electronics will gain economies of scale, market share and leverage in its bargaining power with the suppliers in the event that it can find a strategic alliance or acquire a competitor. The acquisition by a more prosperous company with better financial direction would lead to optimisation of its activities that would have better resources, capital, and skills. It would also facilitate diversifying the risks through venturing into new product lines or markets (Madura, 2021). 

[bookmark: _5h1b309m4hku][bookmark: _Toc215440887]4.1.3 Equity Injection
Injection of equity would mean the injection of new capital through the issuance of more shares or a bid by outside parties to inject capital (Pendar et al., 2019). It might be a suitable manner of decreasing the financial leverage ratio by substituting debt with equity capital (Dehghanfard and Moslemi, 2020). Although the equity sector will dilute the curiosity of the company shareholders, the company will experience an increased liquidity, hence capable of paying off its debts, reducing its interest rates and making further investments in its subsidiary operations. This would bring in fresh investors who may be venture capitalists or private equity companies, who will have a stake in their capital contribution (Madura, 2021). 

[bookmark: _jacfi90v18][bookmark: _Toc215440888]4.1.4 Debt Restructuring
This is as a result of the company having a very high debt-to-equity ratio, and the interest cover was also taken into consideration, thus considering an alternative of restructuring the debt. This may be through bargaining with creditors, i.e. cutting down the number of interests and/or reduction of maturity, or a debt to equity swap (Cebeci Law, 2025). Redebt structure would allow the company to ease the debt burden, gain cash flow and get the company back on its feet. Restructuring of the debt would not only assist in the improvement of the credit of the firm, but also assist in the acquisition of the debt at a lower cost in future. 

[bookmark: _uwaqo8ifs6j2][bookmark: _Toc215440889]4.2 Evaluate Impact on Shareholder Value, Debt Structure, and Operational Flexibility
The strategic gains in the long run would involve the enhanced shareholder value due to reduced debt and other capital (Hayes, 2022). It would probably rebuild confidence of investors in the business, particularly with the reduction of costs through cutting back, and a readily movable debt load, which would see the creation of a better profile to the market (Cezarino et al., 2022). Equity injection or restructuring of debt would be handy in reducing the size of the debts and stabilising the balance sheets, hence rendering the companies solvent to prevent default or bankruptcy. 


	Aspect
	Before Restructuring
	After Restructuring

	Shareholder Value
	Negative profits and a high debt-to-equity ratio have eroded shareholder value, with stock performance suffering. Dividends are at risk of being cut (Pendar et al., 2019).
	Divestiture and equity injection may improve liquidity and profitability, potentially leading to a positive stock price movement. With reduced debt, shareholders may benefit from greater long-term value (Dehghanfard and Moslemi, 2020).

	Debt Structure
	High leverage and negative interest coverage indicate a risky debt structure, with the company relying heavily on short-term financing and high-interest debt (Cezarino et al., 2022).
	Debt restructuring or an equity injection will reduce financial leverage and interest burden, improving the company's debt-to-equity ratio and reducing bankruptcy risk (PwC, 2024). 

	Operational Flexibility
	Operational flexibility is constrained by high debt, poor cash flow, and inefficient processes. The company struggles to adapt to market changes or invest in growth (Sitinjak et al., 2023).
	Following divestiture and cost-cutting measures, the company will have greater financial flexibility to reinvest in profitable areas, enhance efficiency, and explore new markets (Jerab and Mabrouk, 2023).



[bookmark: _7z7l58gl9eio][bookmark: _Toc215440890]4.3 Include International and Ethical Considerations
The other significant considerations, which ought to be undertaken in the pursuit of the financial restructuring plan, are the international and ethical considerations, which would affect the company's strategy, especially in a global economy.

[bookmark: _949a3t1wv62r][bookmark: _Toc215440891]4.3.1 Taxation
The implications of the tax on the company may be enormous, wherein the changes in the capital structure can be accomplished either by restructuring the debt or by introducing equity in the company. The payments of interest on the debts are normally taxable tax thus giving tax shield with an effective cost of capital lowered (PwC, 2024). The company however shall not be enjoying the tax shield on this in case they intend to utilise equity financing. Additionally in the event that the firm is in a foreign country, they should also be cognisant of the provision in the law of transfer pricing that makes provisions.

[bookmark: _5dn7vgiyx06u][bookmark: _Toc215440892]4.3.2 Currency Risk
Currency fluctuations can trigger considerable transformation of the volume of profits and cash flows as long as an international firm is established (Glaum et al., 2018). Having an appreciation of domestic currency will decrease the amount of international sales and vice versa. In the event that the company is hedging currency risk, it should take the strategy into consideration when financing and conducting business internationally. In this regard, future contracting or currency swap could be entered into in order to hedge cash flows.

[bookmark: _t8l1rvqn71os][bookmark: _Toc215440893]4.3.3 Inflation
The other problem with businesses that are highly indebted or during the period when inflation rate is high is inflation. Cost of taking a loan may also be higher in a situation where there is high inflation rate (Kovach et al,., 2022). The rate of inflation in the areas of operation by the firm is another part of the considerations that the firm must pay attention to when making the decision of whether to be financed either in the short term or long term financing. Increased inflation especially in the raw materials and labour may also influence the cost of operation. After-tax financial reporting or risk hedging investment is one of the strategies that the company can employ in order to fight this.

[bookmark: _gtrq3qgd1le8][bookmark: _Toc215440894]4.3.4 Corporate Social responsibility (CSR).
The ethical component of restructuring would be to ensure that the operations of the company are in line with its corporate social responsibility (CSR) (Khan, 2024). Any act of cost-cutting and unloading must be put in scales based on their effects on the employees, society and the environment. The excessive laying off or selling-off of the business should not damage the local society or destroy the surrounding environment (Shapiro and Hanouna, 2019). There has to be a tradeoff between the economic well-being and the general social and environmental accountability of the business.

The strategic financial restructuring that General Electronics can extract and base on divestiture, merger/acquisition, equity injection and debt restructuring will result in enhancing liquidity, decreasing leverage in addition to increasing shareholder value. The plan should also consider the long time financial sustainability of the business by putting into consideration the taxation.


[bookmark: _i7pr6h7nvnzi][bookmark: _Toc215440895]5.0 Investment Appraisal and Capital Budgeting
[bookmark: _ek5fx2taj947][bookmark: _Toc215440896]5.1 Project Overview
[bookmark: _f10b196mx1gr][bookmark: _Toc215440897]5.1.1 Comment on Project A
Project A will entail an initial expenditure of £40m and net cash inflows of £10m, £12m, £4 m, £10m and £8m in the next five years to come (Singh et al., 2017). Based on the Payback Period (PBP) method, the payback period of the project shall be 3.6 years, which is quite an average payback period. The Accounting rate of return (ARR) of project A is 7%  thus portraying that project A has a satisfactory rate of accounting return. The Net Present value (NPV) stands at £1.34m, which is not negative and, as such, the project will give value. The NPV is just a sound investment project, and that is all; it does not have the best return according to other projects (Bierman, 2020). As far as cash flow is concerned, the cash inflows of the project are comparatively fixed and therefore, the project is less risky. Nevertheless, the project process might have happened more effectively because the gross profit margin is rather mediocre, and it might need an increase in the rates of the inventory turnover and cost control to secure higher returns in the future. Project 1 has PI of 1.033 implying it generates £1 at present value each time the £1 is invested on the project. This means that the payoff is positive. The IRR of project 1 is 11.33, which is a good yield and is higher than the average investment barriers.

	Project
	Initial Investment (£m)
	Year 1-5 Cash Inflows (£m)
	Cumulative Cash Flow (£m)
	Payback Period (PBP)

	Project A
	40
	10, 12, 14, 10, 8
	10, 22, 36, 46, 54
	3.6 years

	Project B
	30
	6, 6, 6, 6, 6
	6, 12, 18, 24, 30
	5.0 years

	Project C
	50
	5, 10, 20, 25, 15
	5, 15, 35, 60, 75
	3.2 years




	Project
	Initial Investment
	Average Annual Profit
	ARR (%)

	Project A
	£40m
	£2.8m
	7%

	Project B
	£30m
	£0m
	0%

	Project C
	£50m
	£5m
	10%



	Project
	Initial Investment
	Net Cash Inflows (Year 1-5)
	NPV

	Project A
	£40m
	£10m, £12m, £14m, £10m, £8m
	£1.34m

	Project B
	£30m
	£6m, £6m, £6m, £6m, £6m
	-£7.24m

	Project C
	£50m
	£5m, £10m, £20m, £25m, £15m
	£4.25m




[bookmark: _g702o1n9bvzv][bookmark: _Toc215440898]5.1.2 Comment on Project B
Project B will be forced to commence at a mainstream price of £30m and a constant net cash flow of £6m/year in the next 5 years. Project B is associated with the highest Payback Period (PBP) of 5.0 years, which means that the project is going to take the longest period to cover the initial investment. The Accounting Rate of Return (ARR) of Project B is zero; that is, the project is not generating high profits over the investment. In addition to that, the Net Present Value (NPV) is at -£7.24m, indicating that the project would be a multidestructive value instead of a multicreative one. Only the upside will be minimal in WebPulu, and the payback period in Project B is long, therefore making it a high-risk investment due to non-profitability (Bierman, 2020). The cash flows are also stable, and that gives some level of confidence, however, the overall financial performance of the project is very low, and that does not indicate the requirement of the company to pay higher returns after rationing its capital (Michelon et al., 2020). The PI of Project 2 is 0.758, which means that the project will not be a good project to invest in because it will bring a lower value instead of £1 of the amount invested. The project with zero IRR that is termed as project 2 fails to payback to the decisions arrived at; therefore, it becomes non-economic.

[bookmark: _23rovdkkaym9][bookmark: _Toc215440899]5.1.3 Comment on Project C
Project C will incur a few start up costs of £50m, cash inflows of £5m, £10m, £20m, £25m and V30m in the first years. (Sitinjak et al., 2023) The payback Period (PBP) of the Project C is 3.2 years as the minimal among all the three projects and thus the projects that break even the fastest. The project C ARR stands at 10% and it is the most glaring of the projects which implies that the money that was invested in the project will be paid off (Kengatharan, 2016). Moreover, Net Present Value (NPV) is also highest of all the three projects at -£4.25m and this is a great value addition. Although the first cash inflows will be bigger, issues that Project C poses to the cash flow of a business (sharp upswing in the years 3 and 4) could be somewhat risky since the company may experience certain problems in fulfilling the forecasts on cash inflows (Dasari, 2021). However, regarding the amount of money offered to invest, the Project C has the most viable investment choice because it is quite profitable and does not take too long to be paid back. Project 3 is very profitable, having the PI of 1.085 obtaining £1.08 of profit as compared to £1 capitalized. The IRR of project number 3 is 12.72 which means that it is the most attractive project in terms of profitability.

[bookmark: _29wqn2vvvgig][bookmark: _Toc215440900]5.2 Final Investment Recommendation 
Having the capital rationing limit of £60 million in place, the company must ensure that the resources are distributed to ensure that they have high yields. Considering the PBP, Accounting rate of return (ARR) and Net present Value (NPV) analysis, Project C will be selected first followed by project A next and project B at last because it has negative PNPV i.e. will be rejected. The most profitable and the safest investment is project C with the greatest NPV of £4.25m with a very short payback period of 3.2 years. Its ARR of 10%  is high returns on capital, and cash inflows, which though fluctuating, it is high in order that it can grow in future (Khan, 2024). The enormity of the cash flows in the year 3 and 4 can be considered somewhat of a cash flow volatility but as a whole the project value is all worth the investment of the company, particularly considering the fact that the company needs to enhance its profitability and liquidity.

The other excellent investment opportunity is project A on NPV £1.34m and intermediate payback period (3.6 years). The cash flows are stable and the ARR of 7 percent is positive that assists in minimizing the operations risk. The NPV does not offer high payoff compared to Project C but offers good payoff hence is the second option after Project C since the Project B will not give a payoff gain in terms of investments (0), in addition to that the NPV of the Project B will be negative (-£7.24m), therefore, will destroy value rather than create it. It also has a long payback of 5.0 years and this is another risk element because the company will take a very long time before it recovers its initial investment. With this in mind, Project B cannot in any way be considered as it lacks the financial objectives in the form of profitability and ROI of the company.

[bookmark: _9xtbij6pt40n][bookmark: _Toc215440901]5.3 Justification for the Recommendation
The financial statement of the business indicates that the business requires projects that will enable them to produce positive returns besides providing better liquidity. Project C will fit in these objectives because it generates the greatest NPV hence showing that it would contribute more to the firms (Kengatharan, 2016). The payback period is also small since current cash flow scenario is also problematic at the firm. Regarding the project risks profile, Project C has experienced some limits of cash flow variability, however the high inflows in the later years will yield a lot of good returns and it will be able to change the way of operations. However, Project A has the same cash flows and mid NPV that would serve to enhance liquidity and operational efficiency (AFP, 2025). The Project C is the best since it has a good NPV as compared to Project A which has a negative NPV and high PBP hence making it an ill investment which should not be ventured into.


[bookmark: _iyydxnfad407][bookmark: _Toc215440902]6.0 Conclusion
This report has elaborated on the General Electronics financial performance and strategy alternatives. Continuing on the discussion of the financing of the three projects, one may say that Project C could be declared as the most appropriate project to invest in due to the fact that the project is characterized by the large Net Present Value (NPV), as well as, a relatively short Payback Period (PBP). Altman Z-Score analysis however showed that the company is in a deplorable financial status, but with the implementation of financial restructuring measures like injection and debt restructuring the financial status of the company could be restored. There is also the requirement of an increased work capital which is specifically in the maximization of cash operating cycle to enhance liquidity. The point behind the capital rationing restrictions is that, there must be prudent persistence of investments and the policy to be followed is that of least riskness maximization of returns at the port level. Another element of mass restructuring that is also included is the suggestions of how the currency risk and inflation and proper corporate social responsibility (CSR) system can be managed. General Electronics can be at a position of expanding and be profitable with such strategies.
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	Year
	Gross Profit (£m)
	Net Sales (£m)
	Gross Profit Margin (%)

	2024
	113,994
	394,879
	28.87%

	2023
	97,560
	420,457
	23.23%

	2022
	152,292
	542,751
	28.06%

	2021
	173,016
	601,602
	28.74%

	2020
	176,256
	614,680
	28.62%



	Year
	Operating Income (£m)
	Net Sales (£m)
	Operating Profit Margin (%)

	2024
	-15,297
	394,879
	-3.88%

	2023
	-85,301
	420,457
	-20.29%

	2022
	14,548
	542,751
	2.68%

	2021
	23,253
	601,602
	3.87%

	2020
	37,267
	614,680
	6.05%



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

	2024
	-24,029
	394,879
	-6.09%

	2023
	-98,238
	420,457
	-23.39%

	2022
	407
	542,751
	0.08%

	2021
	5,301
	601,602
	0.88%

	2020
	38,572
	614,680
	6.28%



	Year
	Net Income (£m)
	Total Assets (£m)
	Return on Assets (%)

	2024
	-24,029
	323,354
	-7.43%

	2023
	-98,238
	355,872
	-27.63%

	2022
	407
	504,163
	0.08%

	2021
	5,301
	510,348
	1.04%

	2020
	38,572
	510,290
	7.57%



	Year
	Net Income (£m)
	Shareholders' Equity (£m)
	Return on Equity (%)

	2024
	-24,029
	153,105
	-15.70%

	2023
	-98,238
	178,920
	-54.90%

	2022
	407
	268,406
	0.15%

	2021
	5,301
	275,949
	1.92%

	2020
	38,572
	313,301
	12.30%



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

	2024
	242,494
	158,291
	1.53

	2023
	258,851
	161,148
	1.6

	2022
	338,040
	216,473
	1.56

	2021
	337,146
	216,787
	1.56

	2020
	326,843
	179,510
	1.82



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

	2024
	242,494
	79,355
	158,291
	1.03

	2023
	258,851
	88,273
	161,148
	1.06

	2022
	338,040
	140,181
	216,473
	0.92

	2021
	337,146
	134,469
	216,787
	0.94

	2020
	326,843
	120,430
	179,510
	1.15



	Year
	Cash and Cash Equivalents (£m)
	Current Liabilities (£m)
	Cash Ratio

	2024
	26,783
	158,291
	0.17

	2023
	42,751
	161,148
	0.27

	2022
	66,740
	216,473
	0.31

	2021
	60,813
	216,787
	0.28

	2020
	57,153
	179,510
	0.32



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

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

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

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

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

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



	Year
	Net Sales (£m)
	Average Accounts Receivable (£m)
	Accounts Receivable Turnover

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

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

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

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

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



	Year
	Cost of Sales (£m)
	Average Accounts Payable (£m)
	Accounts Payable Turnover

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

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

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

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

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



	Year
	Net Sales (£m)
	Total Assets (£m)
	Asset Turnover

	2024
	394,879
	323,354
	1.22

	2023
	420,457
	355,872
	1.18

	2022
	542,751
	504,163
	1.08

	2021
	601,602
	510,348
	1.18

	2020
	614,680
	510,290
	1.2



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

	2024
	170,249
	153,105
	1.11

	2023
	176,952
	178,920
	0.99

	2022
	235,757
	268,406
	0.88

	2021
	234,399
	275,949
	0.85

	2020
	196,989
	313,301
	0.63



	Year
	Total Liabilities (£m)
	Total Assets (£m)
	Debt Ratio

	2024
	170,249
	323,354
	0.53

	2023
	176,952
	355,872
	0.5

	2022
	235,757
	504,163
	0.47

	2021
	234,399
	510,348
	0.46

	2020
	196,989
	510,290
	0.39



	Year
	Operating Cash Flow (£m)
	Current Liabilities (£m)
	Operating Cash Flow Ratio

	2024
	14,822
	158,291
	0.09

	2023
	25,190
	161,148
	0.16

	2022
	10,926
	216,473
	0.05

	2021
	40,283
	216,787
	0.19

	2020
	73,392
	179,510
	0.41



	Year
	Operating Cash Flow (£m)
	Capital Expenditures (£m)
	Free Cash Flow (£m)

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

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

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

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

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




Altman Z-Score Calculation for 2020
	Year
	X1 (Working Capital)
	X2 (Retained Earnings)
	X3 (EBIT)
	X4 (Market Value of Equity)
	X5 (Sales)
	Z-Score Calculation
	Z-Score

	2020
	(326,843 - 179,510) / 510,290 = 0.29
	324,990 / 510,290 = 0.64
	37,267 / 510,290 = 0.07
	313,301 / 510,290 = 0.61
	614,680 / 510,290 = 1.20
	Z = 1.2 * 0.29 + 1.4 * 0.64 + 3.3 * 0.07 + 0.6 * 0.61 + 1.0 * 1.20
	1.85



Altman Z-Score Calculation for 2021
	Year
	X1 (Working Capital)
	X2 (Retained Earnings)
	X3 (EBIT)
	X4 (Market Value of Equity)
	X5 (Sales)
	Z-Score Calculation
	Z-Score

	2021
	(337,146 - 216,787) / 510,348 = 0.24
	330,291 / 510,348 = 0.65
	23,253 / 510,348 = 0.05
	275,949 / 510,348 = 0.54
	601,602 / 510,348 = 1.18
	Z = 1.2 * 0.24 + 1.4 * 0.65 + 3.3 * 0.05 + 0.6 * 0.54 + 1.0 * 1.18
	1.48



Altman Z-Score Calculation for 2022
	Year
	X1 (Working Capital)
	X2 (Retained Earnings)
	X3 (EBIT)
	X4 (Market Value of Equity)
	X5 (Sales)
	Z-Score Calculation
	Z-Score

	2022
	(338,040 - 216,473) / 504,163 = 0.24
	330,698 / 504,163 = 0.66
	14,548 / 504,163 = 0.03
	268,406 / 504,163 = 0.53
	542,751 / 504,163 = 1.08
	Z = 1.2 * 0.24 + 1.4 * 0.66 + 3.3 * 0.03 + 0.6 * 0.53 + 1.0 * 1.08
	1.25



Altman Z-Score Calculation for 2023
	Year
	X1 (Working Capital)
	X2 (Retained Earnings)
	X3 (EBIT)
	X4 (Market Value of Equity)
	X5 (Sales)
	Z-Score Calculation
	Z-Score

	2023
	(258,851 - 161,148) / 355,872 = 0.28
	232,460 / 355,872 = 0.65
	-85,301 / 355,872 = -0.24
	178,920 / 355,872 = 0.50
	420,457 / 355,872 = 1.18
	Z = 1.2 * 0.28 + 1.4 * 0.65 + 3.3 * -0.24 + 0.6 * 0.50 + 1.0 * 1.18
	Z = 0.16



Altman Z-Score Calculation for 2024
	Year
	X1 (Working Capital)
	X2 (Retained Earnings)
	X3 (EBIT)
	X4 (Market Value of Equity)
	X5 (Sales)
	Z-Score Calculation
	Z-Score

	2024
	(242,494 - 158,291) / 323,354 = 0.26
	208,431 / 323,354 = 0.64
	-15,297 / 323,354 = -0.05
	153,105 / 170,249 = 0.90
	394,879 / 323,354 = 1.22
	Z = 1.2 * 0.26 + 1.4 * 0.64 + 3.3 * -0.05 + 0.6 * 0.90 + 1.0 * 1.22
	Z = 2.803





[bookmark: _Toc215440906]Appendix B Cash Operating Cycle

	Component
	Formula
	Value on Formula
	Result (Days)

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

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

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

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


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

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

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

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

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


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

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

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

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

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


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

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

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

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

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



Cash Operating Cycle for 2020
	Component
	Formula
	Value on the Formula
	Result (Days)

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

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

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

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





[bookmark: _Toc215440907]Appendix C Capital Budgeting
[bookmark: _Hlk215418556]Payback Period Calculation
	Year
	Cash Inflows (£m)
	Cumulative Cash Flow (£m)
	Calculation

	Year 1
	10
	10
	Initial inflow = 10

	Year 2
	12
	22
	10 + 12 = 22

	Year 3
	14
	36
	22 + 14 = 36

	Year 4
	10
	46
	36 + 10 = 46

	Year 5
	8
	54
	46 + 8 = 54

	Payback Period
	3 years (from the cumulative cash flow reaching £36m at Year 3) + 0.4 year (from Year 4) = 3.6 years.



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

	Year 1
	6
	6
	Initial inflow = 6

	Year 2
	6
	12
	6 + 6 = 12

	Year 3
	6
	18
	12 + 6 = 18

	Year 4
	6
	24
	18 + 6 = 24

	Year 5
	6
	30
	24 + 6 = 30

	Payback Period
	The company recovers the full £30m at the end of Year 5. Therefore, the payback period for Project B is 5.0 years.



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

	Year 1
	5
	5
	Initial inflow = 5

	Year 2
	10
	15
	5 + 10 = 15

	Year 3
	20
	35
	15 + 20 = 35

	Year 4
	25
	60
	35 + 25 = 60

	Year 5
	15
	75
	60 + 15 = 75

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



ARR calculation
	Project
	Initial Investment
	Net Cash Inflows (Year 1-5)
	Total Cash Inflows
	Average Annual Cash Inflows
	Annual Depreciation
	Average Annual Profit
	ARR Formula
	ARR (%)

	Project A
	£40m
	£10m, £12m, £14m, £10m, £8m
	£54m
	£54m / 5 = £10.8m
	£40m / 5 = £8m
	£10.8m - £8m = £2.8m
	(£2.8m / £40m) * 100
	7%

	Project B
	£30m
	£6m, £6m, £6m, £6m, £6m
	£30m
	£30m / 5 = £6m
	£30m / 5 = £6m
	£6m - £6m = £0m
	(£0m / £30m) * 100
	0%

	Project C
	£50m
	£5m, £10m, £20m, £25m, £15m
	£75m
	£75m / 5 = £15m
	£50m / 5 = £10m
	£15m - £10m = £5m
	(£5m / £50m) * 100
	10%



NPV Calculation
	Project
	Initial Investment
	Cash Inflows (Year 1-5)
	Formula for NPV Calculation
	NPV

	Project A
	£40m
	£10m, £12m, £14m, £10m, £8m
	NPV = [10 / (1 + 0.10)^1] + [12 / (1 + 0.10)^2] + [14 / (1 + 0.10)^3] + [10 / (1 + 0.10)^4] + [8 / (1 + 0.10)^5] - 40
	£1.34m

	Project B
	£30m
	£6m, £6m, £6m, £6m, £6m
	NPV = [6 / (1 + 0.10)^1] + [6 / (1 + 0.10)^2] + [6 / (1 + 0.10)^3] + [6 / (1 + 0.10)^4] + [6 / (1 + 0.10)^5] - 30
	-£7.24m

	Project C
	£50m
	£5m, £10m, £20m, £25m, £15m
	NPV = [5 / (1 + 0.10)^1] + [10 / (1 + 0.10)^2] + [20 / (1 + 0.10)^3] + [25 / (1 + 0.10)^4] + [15 / (1 + 0.10)^5] - 50
	£4.25m



	Year
	Project A
	Project B
	Project C

	PI
	1.03310442
	0.758157354
	1.084507392

	IRR (%)
	11.32718%
	0%
	12.71976%



	Year
	Project A
	Project B
	Project C

	PI
	1.033
	0.7581
	1.0845

	IRR (%)
	11.32%
	0%
	12.71%
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