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1

Report

To:        The Board of Directors, General Electronics
From:    Chief Financial Officer-CFO
Date:     19 November 2025
Subject: Financial Health Check and Preliminary Turnaround Strategy
[bookmark: _Toc210237833]Executive Summary 
General Electronics is facing serious liquidity threat and unprofitable business. Our evaluation of the company, we reveal a critically unfavourable quick ratio and unsustainable operating outlays. The prescribed turnaround triggers working-capital restructuring in real time, by which the strategic asset optimisation is to be carried out. Project C is the required capital under capital rationing, and provides high quality and capital savings to create a viable, scalable and ethical recovery.
[bookmark: _Toc210237834]Introduction
I work as the new Chief Financial Officer of General Electronics and I deal with the ineffective financial condition of the company. The threats of serious profitability and liquidity facing this international consumer-electronics firm have forced the need to adopt an urgent and comprehensive turn-around plan. This study suggests a strategic restructuring strategy and ends with a thorough going concern investment appraisal to provide the company with a financially viable, scalable and ethically-based roadmap to move it out of desperation and into an ethically-driven sustainable profitability.
1. [bookmark: _Toc210237835]Financial Health Check 
This review indicates a financial analysis/forensics of the financial ratios of General Electronics in 2020-24. The patterns recorded in terms of profitability, liquidity, efficiency, gearing and investment ratios paint a picture of a firm which is in deep trouble and is facing a severe liquidity crisis making even its severe profitability issues shadowy. Comprehensive calculations of the below ratios are presented at Appendix-I.
[image: ]
[bookmark: _Toc214385560]Table 1 Calculating Ratios
Source: Authors work in Ms Excel
[bookmark: _Toc210237836] 1.1.1 Profitability: A Collapse in Value Creation
Profitability Ratios
[image: ]
Figure 1 Profitability Ratios




Figure 2 Charts of Profitability Ratios-ROCE, ROA, GPR, OPPR
Profitability ratios show that there is a basic breakdown in the core business model of the company. The Return on Capital Employed (ROCE), an efficiency measure of profit generation through total capital, has an equitably devastating performance of 11 -9 -44 in a progression of 2020 -2022 -2024. It implies that the company is slaughtering instead of building value to its financiers (Penman, 2013). This decline is further seen in Return on Equity (ROE) which declined at a faster rate during the period because the value of shareholder wealth was washed away at a rate of 12% to -16%. The cause to this issue is not in the cost of production but in operational control. Gross Profit Ratio has held almost constant that is, the ratio has fluctuated between 29% to 29.57% over the five years, which suggest that the company still possesses a certain degree of pricing power or control over the cost of direct manufacturing. Nevertheless, Operating Profit Ratio paints a storey of a different picture since it is negative since 2020, which means that the operating cost, including R&D profits, marketing, and administration, have fully consumed the gross profit. The anomalous spike to 26 % in 2023, followed by a dip to 5 % in 2024, appears suspect and likely stems from a one‑off event, for instance an asset sale or legal settlement, rather than sustainable operational improvement. The essence of the message is that the business is operating inefficiently because of unwieldy operating expenses.
[bookmark: _Toc210237837]1.1.2 Liquidity: The Imminent Threat of Insolvency
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Figure 3 Liquidity Ratios



Figure 4 Charts of Liquidity Ratios
The liquidity analysis illustrates the most urgent challenge to the survival of the firm. The Current Ratio has decreased to a comfortable one and half in 2024, which was 1.82 in 2020. Although still above the traditional standard of 1.0, this negative trend gives signs that it has a decreasing ability to cover the short-term liabilities. The Quick Ratio, however, gives alarm of a much greater scale: the value has been negative during its five-year span. A negative quick ratio is extremely unusual and it is a matter of life and death. Although the quick ratio does not include inventory in the current assets, when the figure is negative, the current liabilities are stronger than the liquid assets that included cash and receivables to an extent that the inclusion of inventory would not make the ratio positive. This means that General Electronics can run the risk of unwind inventory at no profit to simply get cash to cover urgent needs a risky situation that indicates a high probability of bankruptcy (Brigham & Ehrhardt, 2020). According to (Garcia-Teruel and Martínez-Solano, 2007) optimizing working capital management help improve liquidity like reducing the cash conversion cycle through more efficient inventory and accounts receivable practices. Similarly, strong banking relationship also aid in improving liquidity (Diamond and Rajan, 2001). 
[bookmark: _Toc210237838]1.1.3 Efficiency: An Ineffective and Bloated Operation
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Figure 5 Efficiency Ratios





Figure 6 Charts of Efficiency Ratios
Widespread operation incompetence is verified by the efficiency ratios. The Sales Revenue per Employee has been steadily decreasing between £3.42 being reduced to £2.49, and this is a pointer of wasted productivity as well as the workforce being swollen. The consumer-electronics sector experiences an unduly lengthy Stock Holding Period (also referred to as 100 to 131 days); in comparison to an ideal of 60 to 90 days the appropriate inventory management and overstocking is poor, and makes the consumer-electronics business highly vulnerable to obsolescence that tangles the working capital. The Average Settlement Period of Receivables reveals negative days, which, due to normal circumstances should not be possible in any statutory sense, is a great pointer to an error in data or gross accounting control problems, i.e., receivables being registered as a negative balance. Creditors Payment Period, on the other hand, has also increased by 94 days, which was previously standing at 69 days. Although long payment terms can be effective in the short term to fund finance, it will potentially lead to deterioration of supplier relationships, and usually it will indicate a serious tight situation of cash-flow (Olkiewicz, A., 2025).
[bookmark: _Toc210237839]1.1.4 Gearing and Investment: The Market’s Verdict

[image: ]
Figure 7 Gearing Ratios


Figure 8 Charts of Gearing Ratios

Figure 9 Investment Ratio
Gearing ratios have unconventional visibility of strategic flexibility. The Gearing Ratio is very low and stable at 3- 4% which means that the company is funding itself solely through equity. This under leverage will minimise financial risk and have possible room to brink debt on the turn-around (Nazeer, R., Saleem, F. and Amin, M.Y., 2025). Interest Coverage Ratio fluctuates similarly to operating profit, however, having the positive value of 4.55 in 2024, operating profit will be able to pay interest, at least, at the moment, although, with a low safety margin. Finally, the Earnings Per Share (EPS) ratio sums up the full severity of the situation: EPS had gone down COVID-19-decade-low £-7.64 in 2023, and then returned in part to £-1.85 in 2024, which indicates a devastating decline in shareholder value (Ali, A., Haider, A. and Senturk, I., 2025). This tendency is the verdict of the market on the company’s performance and prospects.
[bookmark: _Toc210237840]1.1.5 Trend analysis
The above charts represent the trend in each of the ratios mentioned above. A trend analysis of the ratios of the General Electronics over the period of 2020-24 proves that the company is in a severe decline, and the crisis of profitability is an acute problem that is accompanied by an acute threat of liquidity. The most notable decline is seen in profitability indicators (Frida, M., 2025), the Return on Capital Employed (ROCE) and the Return on Equity (ROE) have deteriorated since 2020, changing negative values of -9 and -16 respectively to indicate a continued destruction of shareholder value and inefficient use of capital (Laitinen, 2021). This degradation is fuelled by unsustainable operating costs, as demonstrated by unstable, and often negative Operating Profit Ratio, despite a fairly strong Gross Profit Ratio sitting at approximately 29. Such observations point to a basic business model that is being undermined outside of its cost base of production.
One of the strong points lies in the capital structure of the company with extremely low and constant Gearing Ratio of 34 percent. This means poor financial risk profile and has potential to borrow to restructure an effort, a good strategic position in a turnaround situation (Serghiescu and Vaidean, 2021). However, this benefit is offset by a serious threat. The nearest one is the liquidity crisis, which is indicated by a negative Quick Ratio within five years of succession, indicating an increased risk of insolvency (Bui, T.H., Truong, T.T.D. and Tran, T.P.T., 2025) because the company has no liquid assets to meet short-term commitments without the sale of the current inventory (Altaf and Ahmad, 2019). Other threats are related to operational inefficiencies including a contracting Sales Revenue per Employee and overly long Stock Holding Period, which tie up working capital and increase the risk of obsolescence in inventory associated with the fast-moving electronics industry, which exacerbates the liquidity threat and highlights the fundamental operational vulnerability.
[bookmark: _Toc210237841]1.1.6 Corporate Failure Prediction Model- Altman Z-Score model
According to the provided financial statements of General Electronics, the Altman Z -Score model has been used to assess the risk of default in the company during the years 2020-24. The Altman Z -Score is a well-known quantitative method of predicting corporate failure and the interpretations are the following, as indicated in Appendix-II.
	Z-Score > 3.0
	Safe zone (low risk of bankruptcy)
	 

	Z-Score 1.9 to 2.9
	Gray zone (moderate risk of bankruptcy)
	 

	Z-Score < 1.8
	 Distress zone (high risk of bankruptcy)
	 


[bookmark: _Toc214385561]Table 2 Corporate Failure Prediction Model- Altman Z-Score model
The formula for the Altman Z-Score for manufacturing firms is:
Z-Score = 1.2A + 1.4B + 3.3C + 0.6D + 1.0E
Where:
A = Working Capital / Total Assets
B = Retained Earnings / Total Assets
C = Earnings Before Interest and Taxes (EBIT) / Total Assets
D = Market Value of Equity / Total Liabilities (since market value is not available, book value of equity is used as a proxy)
E = Sales / Total Assets
The calculations for each component and the resulting Z-Scores are summarized below:
[image: ]
[bookmark: _Toc214385562]Table 3  Calculating Altman Z-Scores
Source: Authors work in Ms Excel
   Calculated Altman Z-Scores
[image: ]
[bookmark: _Toc214385563]Table 4 Altman Z-Scores
Source: Authors work in Ms Excel

Assessment of Default Risk
2020-2022: The Z-Scores are above 3.0 which means that the chance of default is low; the company took a financially stable stand in this period. 
2023 and 2024: The Z-score has increased to 2.82, indicating that the company is at the grey area. It implies medium level of default risk because the company reduced its operating loss (£15,297 million), maintained sales in proportion to assets, but still had to face the problems.
2. [bookmark: _Toc210237842]Working Capital Management

	Items 
	2024
	2023
	2022
	2021
	2020

	Inventory Days
	103
	100
	131
	115
	100

	Receivable Days
	106
	98
	76
	78
	77

	Payable Days
	94
	64
	67
	79
	69

	Cash Operating Cycle (COC)
	115
	133
	140
	114
	108


[bookmark: _Toc214385564]Table 5 Cash Operating Cycle (COC)
Source: Authors work in Ms Excel
The table that follows demonstrates a huge extension of the cash operating cycle, reaching the highest point of 140 days in 2022 and staying at high 115 days in 2024, as compared to 108 days in 2020. This refers to an extreme and growing inefficiency of working-capital management. The main cause of this negative trend is the steep rise in the average settlement period of the receivables which has worsened over the years as it was 77 days in 2020 and 106 days in 2024 (Garcia-Teruel, Martinez-Solano and Sanchez-Ballesta, 2023). This direction is either symptomatic of challenges in raising money with customers or over-generosity on the credit terms to give sales a boost this is a risky policy which directly undermines liquidity. At the same time, the inventory holding period has been fluctuating, but high, meaning that capital is held in the stock more than 100 days. The company has managed to rise the days of its creditors to 94 days in 2024, which is not a sufficient measure to neutralise the inefficiencies in the receivables and inventory. The negative quick ratios that are already computed, and the fact that there is no inventory sales in the firm further confirms that without the sale of inventory, the firm does not have liquid assets to settle its short-term liabilities, indicating that it is in a state of severe liquidity constraint (Deloof, 2023).
[bookmark: _Toc210237843]2.1 Strategies to Improve Liquidity Through Working Capital Reforms
General Electronics needs to embark on vigorous reforms of its receivables, inventory, and payables to reduce the liquidity risks identified. An immediate focus on minimising the cash conversion cycle will free up the much needed cash and will decrease reliance on the unstable short-term funding.
a) Receivables Management Reforms: The most urgent of them is the expanding period of receivables. To ensure that the credit limits are adjusted based on risk, the firm ought to implement progressive credit evaluation to categorise customers in terms of risk (Tseng, 2024). Stricter terms or pre-payments are to be adopted in the case of high-risk or persistent late customers. Also, automated invoice creation and reminders can reduce delays in the administration area, and slight advance payments can motivate prompt payments and improve the cash flow (Peel, Wilson, and Howorth, 2023). Securitising or factoring a part of the portfolio of receivables may give an immediate cash injection, though at a price, to potentially relieve the liquidity strain in the short term (de Almeida & Eid, 2024).
b) Inventory Management Reforms: The long time inventory hold is an indication of ineffective inventory control and forecasting. A Just-in-Time (JIT) inventory system in cooperation with the main suppliers will significantly decrease holding costs of raw materials and ready goods (Kumar and Sharma, 2023). The company can also decrease its inventory days (103) to under 85 and increase the company millions of dollars trapped in inventory besides decreasing the storage and obsolescence costs by improving inventory turnover.
c) Payables Management Reforms: Although the extension of payables can be a source of finance, the existing approach can ruin the relationship with suppliers. At the same time, a more sustainable way is to use technology to maximise payables timing. It is possible to use electronic payment and schedule the payment runs to make sure that the disbursements are made on the last possible day without receiving penalties (Brealey, Myers, and Allen, 2023). Supply-chain financing (or reverse factoring) programmes should also be considered by the firm. The idea is to continue to have a favourable but sustainable payment period without undermining the benefit of cash-flow and the security of the supply base.
[bookmark: _Toc210237844]2.2 Comparison of Short-term vs Long-term Financing Options
Due to the liquidity crunch and unstable income streams, the overdependence on short-term funding of General Electronics, which is reflected in its high values of the Lines of Credit (£36,960 m 2024) is a major risk factor that should be reconsidered.
Short-term Financing Options are normally used to cover the temporary working capital needs, and these are generally paid within a period of one year. Bank overdrafts and the short-term lines of credit are the main suppliers of General Electronics. The major benefit of short-term debt is that it is relatively cheap because the interest rates are usually lower when compared to those of long-term instruments (Ross, Westerfield, and Jaffe, 2023). It is also flexible which allows the firm to borrow just according to the instant needs. The main drawback, however, is the high refinancing risk; the debt has to be rolled over regularly, and during times of financial stress or credit crunch, the lenders would refuse to offer any additional credit, which would trigger the liquidity crisis (Arslan -Ayaydin, 2023). This risk is especially dangerous to the company because of its recent net losses.
Long-term Financing Options Financing options Long-term financing can be either bond issue financing, or acquisition of long-term loans or equity financing, and a maturity beyond one year. Stability is its biggest advantage: it secures funding over a more extended period, thus removing the risk of refinancing and offering a solid basis on strategic planning (Berk and DeMarzo, 2023). This is essential to finance the working-capital restructuring and possible reorganisation that would be needed in case of turn around. The disadvantages are normally the increased interest rates due to the extended maturity and in most cases, more restrictive covenants to the agreements. In the case of a stressed company, the long-term debt can be challenging or even prohibitively costly to access.
[bookmark: _Toc210237845]Recommendation: To reduce the financial structure’s riskiness, General Electronics needs to change its financing mix. The company ought to use the cash that is being discharged by the changes to the working-capital to settle a percentage of its volatile short-term lines of credit. At the same time, it ought to consider issuing long-term bonds or taking a term loan to roll all its short-term debt at a relatively higher price (Graham and Leary, 2023). This would create a more consistent liability framework, lower refinancing risk and would act as a signal of financial soundness to the market. It is the most sustainable way forward because a balanced approach is used, which provides short-term financing during seasonal changes and long-term debt to provide the backbone of its working capital (Diamond, 2023).
3. Strategic Financial Restructuring Plan
[bookmark: _Toc210237846]3.1 Introduction: The Imperative for Restructuring
The decline in the financial condition of General Electronics with catastrophic (PS98,238m) and (PS24,029m) losses in 2023 and 2024, worsening Altman Z-Score into the distress zone, the drastically extended cash operating cycle all suggests the need to urgently and strategically reorganise the financial condition of General Electronics. 
[bookmark: _Toc210237847]3.2 Evaluation of Financial Restructuring Options
a) Divestiture and Asset Restructuring
A wholesale divestiture programme is the most feasible and fastest alternative to General Electronics. The balance sheet of the firm indicates that it has significant non-current assets such as Property, Plant, and Equipment (PPE) of £34,207m and inventories amounting to £79,355m in the year 2024. A strategic divestiture would include selling non-core business divisions, underutilised intellectual property, or excessive property resources to produce a high-level cash influx (Kaiser & Stouraitis, 2023). As an example, a 25% decrease in the swollen inventory level could free about £19,839m in cash and this will directly solve the liquidity crisis highlighted by the negative quick ratios. In addition, the company may sell and lease back certain fixed operational assets, transforming the fixed assets into liquid funds without interfering with operational activities, which is an important strategy when facing a debt overhang (Brealey, Myers, and Allen, 2023). This strategy would have a great influence. The cash flow would help to stabilise the liquidity overnight, and the firm will be able to decrease its short-term volatile lines of credit (£36,960m) and decrease its interests. This deleveraging would also boost the balance sheet and lessen the risk of being in distress. It would operationally force a leaner and more focused corporate structure, which may improve the return on capital employed (ROCE) of the remaining entities. The impact on shareholder value is however subtler, although divestitures may generate value by removing a so-called conglomerate discount, fire sales in a distressed position usually fetch lower prices than intrinsic value, which may result in value destruction in the short term (Bates, 2023). Therefore, the divestiture should be offered in the markets as a strategic refocusing as opposed to a cash-stricken move.
b) Merger or Strategic Acquisition
The second, and more complicated alternative is to engage a strategic merger with a more robust rival or a business in a neighbouring market. The reason would be to achieve high synergies, which might be in a cost-reduction (by means of administrative functions, R&D and supply chains consolidation) and revenue-maximisation (through cross-selling and market expansion) (DePamphilis, 2024). The huge range of patents and worldwide distribution network that General Electronics is holding does not perform well at the moment, but would be extremely well appreciated by the most appropriate partner. A merger would allow access to better management capabilities and a stronger balance sheet of the acquiring company and this would bring the much needed stability of a turn around. This may have significant implications to the value of the stockholders; in case of a takeover, shareholders of the acquiring company normally get a 20-30 percent premium on their shares. This may be a vital salvaging of value to the shareholders of General electronics whose shares have been plummeting in the recent past. The debt structure would be sub-optimised into the new entity which would be likely to get the benefit of the increased credit rating and lower cost of debt by the acquirer. Operationally, a merger is highly flexible through the combination of resources and capabilities. The main risk, however, is that it will not integrate at all the conflicting corporate cultures and operation overlaps can kill the synergies justifying the deal (Cartwright & Schoenberg, 2023). In addition to that, the move would most likely be met with a lot of scrutiny by antitrust regulators in various jurisdictions and this may complicate or stop the process.
c) Equity Injection and Debt-for-Equity Swap
Since its equity foundation (shareholders equity dropped to £313,301m in 2020 and £153,105m in 2024) is eroding, the third possible solution is to recapitalise the firm directly. This may be in either form; rights issue to current stockholders or a private placement to a strategic investor (i.e. a private equity firm or a sovereign wealth fund). In a more radical case, since the company has a high risk of leverage, it may conclude a debt-to-equity swap with key creditors. In such an arrangement, some of the outstanding debt would be changed to ownership in the company and hence the debt would be less in the balance sheet (Davydenko, 2023). As an example, the transformation of PS20bn borrowed (debt) into equity would drastically enhance the gearing ratio and will remove interest paymentst expenses. 
The effect on debt structure would be transformative as the leverage would be significantly decreased and cash-flow liabilities in future as a result of interest payments would be greatly reduced. This would instantly increase financial stability and flexi-time of operation, making cash free to invest in the necessary areas. Nevertheless, the effect to current shareholders is dilutive to a serious degree. Their percentage ownership and earnings per share (EPS) would be to a great extent diminished by a big equity injection or a debt-to-equity swap. This is quite painful; however, it can be better than the complete wipe-out during a bankruptcy (Hotchkiss, John, and Mooradian, 2023). The key to this strategy will be to make investors believe that the new capital will be utilized in an effective manner to ensure a turn around is made rather than just to cover the previous losses.
[bookmark: _Toc210237848]3.3 International and Ethical Considerations
A restructuring proposal of any global organization such as General Electronics should be implemented with a very sensitive sensitivity to international and ethical issues. The strategies selected have far reaching implications on other than financial measures. 
a) International Considerations-Taxation, Currency Risk and Inflation
There are high cross-border taxes in divestiture and mergers. The location in which the sales of the assets are made or the location where a new merged body is headquartered can drastically influence the tax load. The company will have to deal with transfer-pricing regulations and anti-avoidance regulations, including the Base Erosion and Profit Shifting (BEPS) framework created by the OECD, to comply with them and maximise the post-restructuring tax structure (Eberhart, 2024). The company faces the risk of foreign-exchange as it is likely that its operations and sale of assets will cut across several currencies. An inflow, in US dollar of a dividend in the cash form would require hedging in case the liabilities are in pounds sterling so as to avoid value loss by the negative movements of the currency (Bartram, 2023). A strong treasury-risk management policy should be included in the restructuring plan. Restructuring is affected by the current global high-inflation environment in two aspects. To start with, it increases the nominal price of the capital that is needed by any equity injection or refinancing. Second, it may also mislead the valuation of the assets being divested and it may be hard to differentiate between increases in real value and the rise in inflationary prices (Damodaran, 2023).
b) Ethical and Corporate Social Responsibility (CSR) Considerations
Stakeholder Impacts: A restructuring is not a purely financial business, it carries with it human and social effects. Massive layoffs or a merger will invariably result in downsizing and shutting down of plants. Morally, the company must approach and conduct this process in a transparent and fair manner that will provide them with proper severance packages, outplacement services, and communicating with empathy (Greenwood, 2023). Giving up on this responsibility means court cases in the future with critical reputational losses and loss of social licence to operate.
CSR and Long-Term Value: The simple and short-term solution to cost-cutting would be reduction of CSR and sustainability budgets. This would however be a tactical mistake. The contemporary investors and consumers are showing preference to those companies that have good environmental, social and governance (ESG) credentialing. The restructuring that incorporates sustainability (e.g., investing into greener technologies or ensuring that suppliers are treated ethically through the supply chain) can, in fact, decrease long-term risk and increase brand value, making the company more resilient and appealing to be invested in in future (Eccles, Ioannou, and Serafeim, 2023).
Creditor and Supplier Relations: An introduction of debt-to-equity swap or pushing-the-payment-envelops-to-the-maximum, although financially prudent, has to be approached in an ethical way. The imposition of losses on creditors or unjust use of suppliers to augment cash flow will kill trust and cripple the supply chain and negate the operational recovery which the restructuring is expected to reap. The negotiation process must be carried out in good faith in order to find fair solutions to the current situation that will see the company survive as a going concern to all the stakeholders.
4. [bookmark: _Toc210237849]Investment Appraisal and Capital Budgeting
[bookmark: _Toc210237850]4.1 Payback Period
Payback period of Project A, Project B and Project C are calculated in Appendix-III.
	Project
	PBP

	Project-A
	3.4 Years

	Project-B
	5 Years

	Project-C
	3.6 Years


[bookmark: _Toc214385565]Table 6 Payback period of Project A, B and C
Source: Authors work in Ms Excel
Based on my analysis as CFO, Payback Period (PBP) values are paramount in the discussion of General Electronics dire liquidity crisis position in the sense of negative quick ratio. The PBP is a critical, but partial risk assessment (Sekehravani, E.A., et al., 2025). The payback of 3.4 years of Project A is the shortest and provides the fastest capital repayment, which is the main advantage of a desperate company where the cash flow during the first year is the most crucial factor to survive (Almeida, 2019). This pace is in line with a defensive approach to save cash. Nevertheless, the major merits of the PBP cannot be overlooked; it does not take into account any other cash flows after the break-even point and the time value of money and thus may prefer shorter-term projects to the value of long-term ones (Brealey, et al., 2020). Although the payback of Project C (3.6 years) is more nominally lower, the Net Present Value is significantly greater, meaning that it generates significantly more value beyond this point. Thus, although PBP validates the acceptability of both Projects A and C liquidity-riskwise, it does not need to be the only decision-maker (Stephen, C., Kannan, H., and Salado, A., 2024). Project C should be the highest priority of the board since its combination of an almost optimal payback and higher long-term value creation directly contributes to the quick stabilisation and the long-term scalable growth stages of our ethically sound turn around.
[bookmark: _Toc210237851]4.2 Accounting Rate of Return
ARR of Project A, Project B and Project C are calculated in Appendix-III.
	Project
	ARR

	Project-A
	4.6 Years

	Project-B
	20%

	Project-C
	3.7 Years


[bookmark: _Toc214385566]Table 7 ARR of Project A, Project B and Project C
Source: Authors work in Ms Excel
The figures presented above of the Accounting Rate of return (ARR) 27% (Project A), 20% (Project B) and 30% (Project C) imply that the projects are quite profitable, although Project C seems to be the best. ARR is a metric that shows the mathematical percentage of annual accounting profit of initial expenditure and is easily comprehensible by managers (Srilekha, N. and Basha, M.S.K., 2025; Drury, 2018). Nevertheless, this metric is flawed in strong investment appraisal. It does not consider time value of money and is pegged on accounting profit as opposed to the cash flow, which is very important to a firm facing a liquidity crisis. Therefore, although 30% ARR of Project C is a good figure, it should not be the main decision-maker instead the Net Present Value (NPV) and Profitability Index (PI) provide a more oil-based application of value generation.
[bookmark: _Toc210237852]4.3 Net Present Value
NPV is calculated for all the three projects at the Appendix-III.
	Project
	NPV

	Project-A
	£1.32 Mn

	Project-B
	-£7.26 Mn 

	Project-C
	£4.23 Mn 


[bookmark: _Toc214385567]Table 8 Net Present Value of Project A, B and C
Source: Authors work in Ms Excel
The Net Present Value (NPV) above figures are the most important determinant in our investment decision since it directly measures the expected growth or decline in shareholder wealth, which is one of the most important issues to the turnaround strategy of General Electronics. The NPV of £4.23m of project C is better and shows that it contributes the greatest value addition and it is the only project that would make any significant contribution towards stabilising our financial position. The marginal NPV of £1.32million in Project A is  insignificantly beneficial and the greatly negative NPV of -£7.26million in Project B would increase the crisis and annihilate value. In contrast to the Payback Period (PBP), which takes into account only the time interval needed to recover the initial investment, NPV takes into account all future cash flows with a discount of the time value of money, which gives a complete picture of profitability (Wang-Nava, K., 2025; Kengatharan, 2018). The first strong point of PBP is that it is useful in liquidity risk evaluation that is applicable due to the fragile liquidity of the firm. Its main demerit is that it excludes any cash flows after the payback point and the cost of capital thus potentially not allowing long-term value-creating projects like that of Project C to be accepted in favour of the short-lived less-profitable projects (Magni, 2020). This means that PBP is a handy secondary test but NPV is the main one and at the end of the day, a clear cut recommendation of Project is to go.
[bookmark: _Toc210237853]4.4 Profitability Index


	Project
	Present value of future cash flows
	Initial Investment
	Profitability Index

	Project-A
	£1.32
	40
	3%

	Project-B
	-£7.26
	30
	-24%

	Project-C
	£4.23
	50
	8%


[bookmark: _Toc214385568]Table 9 Profitability Index of Project A, B and C
Source: Authors work in Ms Excel
The Profitability Index (PI) is invaluably vital on our capital rationing constraint, in the sense that it quantifies value-created per pound invested (Darmansyah, A., Ali, Q. and Parveen, S., 2025). The PI of Project C of 8% is better as it will produce 8p of NPV against each £1 being spent which is vastly superior to that of Project A 3 percent and drastically different to that of Project B -24 percent which destroys value. The key strength of PI to a financially stressed firm is that it allows prioritizing projects by the capital efficiency of the project thus allowing our limited £60 million budget to be deployed in the best way possible (Ross et al., 2019). This makes it an essential complement of NPV. Nevertheless, the main shortcoming is that it may be erroneous when comparing mutually exclusive projects of extremely different sizes as a smaller project with a high PI may be taken instead of the larger one with a higher absolute NPV (Berk and DeMarzo, 2020). Here, Project C with the best PI and greatest absolute NPV is definitely the best alternative to include in our turnaround plan.
[bookmark: _Toc210237854]4.5 Internal Rate of Return-IRR
Appendix-III shows the detail calculation of the below IRR.
	Project
	IRR

	Project-A
	10%

	Project-B
	14%

	Project-C
	9%


[bookmark: _Toc214385569]Table 10 Internal Rate of Return-IRR of Project A, B and C
Source: Authors work in Ms Excel
The numbers of the Internal Rate of Return (IRR) demonstrate a contradictory image, where Project B has the highest of 14%, but this value is negative in the NPV, and it does not make sense. IRR is the discount rate that reduces the NPV to zero in an investment and a project is supposed to be accepted when its IRR is more than the cost of capital (Brealey et al., 2020). The key weakness of IRR, however, is that it assumes the reinvestment of the intermediate cash flows at the project-specific IRR, as opposed to the cost of capital of a firm, which is usually impractical and causes impractical rankings, especially with non-conventional cash flows (Ross et al., 2019). This assumption of reinvestment is often unrealistic and the model can give two or more IRRs which will create ambiguity. Because of the direct conflict with the superior NPV measure, the IRR values of these projects should play a significant role in being discounted during the ultimate decision making process.
[bookmark: _Toc210237855]4.6 Capital Rationing
After critically evaluating the above three suggested projects in term of our severe financial resources and strategic turnaround targets, I would advise such an investment.
4.6.1 Recommendation: Allocate the entire £50 million to Project C.
This has been determined through the multi-faceted financial analysis which has conclusively determined that Project C is the only option which complies with our imperative to maximise shareholder value but under a stringent £60 mill capital rationing constraint.
Our turnaround core objective is to stop value destruction and start generating sustainable wealth. The most important measure of this goal is the Net Present Value (NPV). Project C has the greatest NPV of PS 4.23 million, which is much greater than Project A (£1.32 million) and is sharply contrasted with the value destroying Project B (NPV of -£7.26 million). On capital rationing, we are not selecting a profitable project, but how to use each pound of our finite capital in the best way possible. The ultimate measure in this case is the Profitability Index (PI) that demonstrates the value per pound of investment (Brealey, Myers, and Allen, 2020). The PI of Project C of 8% implies that it creates 8 percent of value to each PS 1 invested in the project compared to the 3 percent that Project A offers. The Project C therefore maximizes the utilisation of our limited financial resources. Although Project A has a slightly lower Payback Period (3.4 years against 3.7 years) the difference in the liquidity is shot through by the long term value of Project C. Our recovery plan involves a survival stage and a sustainable growth. The future cash flows of Project C are strong and increasing in the later years (peak of 25 million in Year 4), which is more beneficial to the Phase 2 growth activities and augment the balance sheet in the medium-term. Furthermore, the reported IRR of Project C (9%) does not seem to be consistent with a positive NPV; a positive NPV at a discount rate of 10% should have an IRR more than 10% implying that the reported IRR is probably erroneous, and the NPV should be used as a trusted measure.
4.6.2 Rejected Alternatives
Project A: It has a low NPV and PI showing an inefficient expenditure of our PS 60 million budget. When a project has a high value creation (£1.32m) and there is a better alternative, investing PS40million in the project will be a strategic error.
Project B: This project should not be taken at all. Its adverse NPV proves it would ruin the shareholder value, which would worsen our fundamental issues.
Combination of A and B: This project should not be taken at all. Its adverse NPV proves it would ruin the shareholder value, which would worsen our fundamental issues.
Project C is the only rational choice. It brings the highest increment in the shareholder wealth, makes the best use of our limited capital and offers a cash-flow profile that helps us to achieve our long-term strategic turnaround. The decision to approve Project C is a very decisive move towards stabilisation of General Electronics.
5. [bookmark: _Toc210237856]Conclusion 
This in-depth review has found that the future survival of General Electronics would depend on the adoption of urgent and radical solutions to address its simultaneous liquidity crunch and operational inefficiency. It is proposed to implement the turnaround strategy in two phases in a row the first is the aggressive restructuring working capital, and the second is a cost-reduction programme focused on the core of the company and the segments with the highest profitability. The approved investment in Project C is fundamental, as it has a better net present value and capital efficiency that provides the much-needed financial jump to recover, thus making it possible to grow steadily and sustainably and regaining the trust of stakeholders.
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[bookmark: _Toc210237858]Appendix-I Ratios Table
	S.No
	Ratio
	Formula
	Measure-
ment
	2024
	2023
	2022
	2021
	2020

	A
	 
	 
	 

	 
	 
	 
	 
	-15,297
323,354-158,291
	-85,301
355,872-161,148
	14,548
504,163-216,473
	23,253
510,348-216,787
	37,267
510,290-179,510

	A1
	Return on Capital Employed
	Profit Before Interest         x 100
Capital Employed (Assets-Cliabilities)
	Percentage
	-9%
	-44%
	5%
	8%
	11%

	 
	 
	 
	 
	-24,029
153,105
	-98,238
178,920
	407
268,406
	5,301
275,949
	38,572
313,301

	A2
	Return on Equity
	Earnings (Profit after Tax)         x 100
Common Equity
	Percentage
	-16%
	-55%
	0%
	2%
	12%

	 
	 
	


	 
	113,994
394,879
	97,560
420,457
	152,292
542,751
	173,016
601,602
	176,256
614,680

	A3
	Gross Profit Ratio
	Gross Profit        x 100
Net Sales Revenue
	Percentage
	29%
	23%
	28%
	29%
	29%

	 
	 
	 
	 
	-15,297
394,879
	-85,301
420,457
	14,548	
542,751
	23,253
601,602
	37,267
614,680

	A4
	Operating Profit Ratio
	Operating Profit                x 100
Net Sales Revenue
	Percentage
	-4%
	-20%
	3%
	4%
	6%

	B
	 
	 
	 

	 
	 
	 
	 
	242,494
158,291
	258,851
161,148
	338,040
216,473
	337,146
216,787
	326,843
179,510

	B1
	Current Ratio
	Current Assets      
Current Liabilities
	x
	£1.53
	£1.61
	£1.56
	£1.56
	£1.82

	 
	 
	 
	 
	242,494-79,355
158,291
	258,851-88,273
161,148
	338,040-140,181
216,473
	337,146-134,469
216,787
	326,843-120,430
179,510

	B2
	Quick Ratio
	Current Assets - Inventories     
Current Liabilities
	x
	-£1.03
	-£1.06
	-£0.91
	-£0.93
	-£1.15

	C
	 
	 
	 

	 
	





 
	 
	 
	420,457
355,872-161,148
	542,751
504,163-216,473
	601,602
510,348-216,787
	614,680
510,290-179,510

	C1
	Assets Turnover
	 Net Sales   Revenue                                  
Capital Employed
	x
	£2.61
	£2.51
	£2.78
	£3.42

	 
	 
	 
	 
	88,273 
-322,897
	140,181
-390,459
	134,469
-428,586
	120,430
-438,424

	C2
	Stock Holding Period
	Inventory   x 365
Cost of sales 
	Days
	100
	131
	115
	100

	 
	 
	 
	 
	112,596
420,457
	112,346
542,751
	129,215
601,602
	129,433
614,680

	C3
	Average settlement period for receivables
	 Receivable   x 365
Credit sales Revenue
	Days
	-98
	-76
	-78
	-77

	 
	 
	 
	 
	57,033
-322,897
	71,373
-390,459
	92,707
-428,586
	83,229
-438,424

	C4
	Creditors Payment Period
	Accounts Payable   x 365
Cost of sales 
	Days
	64
	67
	79
	69

	D
	 
	 
	 

	 
	 
	 
	 
	-15,297
-3,361
	-85,301
-4,332
	14,548	
-2,200
	23,253
-566
	37,267
1,422

	D1
	Interest Coverage Ratio
	Operating Profit 
Interest Payable
	x
	4.551324
	19.6909
	-6.61273
	-41.083
	-26.2075

	 
	 
	 
	 
	11,958
323,354
	15,804
355,872
	19,284
504,163
	17,612
510,348
	17,187
510,290

	D2
	Gearing Ratio
	Long-term Debt   x 100
Total Assets
	x
	4%
	4%
	4%
	3%
	3%

	 
	 
	 
	 
	 
	 
	 
	 
	 

	E
	 
 
 

	 
	 
 
	 
	-24,029
12,959
	-98,238
12,855
	407
12,703	
	5,301
13,465
	38,572
13,893

	E1
	Earnings Per Share
	Net profit after Tax 
No of Common Shares outstanding
	x
	-£1.85
	-£7.64
	£0.03
	£0.39
	£2.78



[bookmark: _Toc210237864]Appendix-II Corporate failure prediction models (Altman Z-Score) 
Z-Score = 1.2A + 1.4B + 3.3C + 0.6D + 1.0E
	Year
	Current Assets (£m)
	Current Liabilities (£m)
	Working Capital (£m)

	2020
	326,843
	179,510
	147,333

	2021
	337,146
	216,787
	120,359

	2022
	338,040
	216,473
	121,567

	 2023
	258,851
	161,148
	97,703

	2024
	242,494
	158,291
	84,203


 
	Year
	Working Capital (£m)
	Total Assets
	A=WC/TA

	2020
	147,333
	510,290
	0.289

	2021
	120,359
	510,348
	0.236

	2022
	121,567
	504,163
	0.241

	2023
	97,703
	355,872
	0.275

	2024
	84,203
	323354
	0.260



	Year
	Retained Earnings
	Total Assets
	B=RE/TA

	2020
	324,990
	510,290
	0.637

	2021
	330,291
	510,348
	0.647

	2022
	330,698
	504,163
	0.656

	2023
	232,460
	355,872
	0.653

	2024
	208,431
	323354
	0.645


 
	Year
	EBIT
	Total Assets
	C=EBIT/TA

	2020
	37,267
	510,290
	0.073

	2021
	23,253
	510,348
	0.046

	2022
	14,548
	504,163
	0.029

	2023
	-85,301
	355,872
	-0.240

	2024
	-15,297
	323354
	-0.047


 
	Year
	Total Shareholder Equity
	Liabilities
	D=Equity/Liability

	2020
	313,301
	196,989
	1.590

	2021
	275,949
	234,399
	1.177

	2022
	268,406
	235,757
	1.138

	2023
	178,920
	176,952
	1.011

	2024
	153,105
	170,249
	0.899



	Year
	Sales 
	Total Assets
	E=Sales/TA

	2020
	614,680
	510,290
	1.205

	2021
	601,602
	510,348
	1.179

	2022
	542,751
	504,163
	1.077

	2023
	420,457
	355,872
	1.181

	2024
	394,879
	323354
	1.221


 

	
Year
	Working Capital (£m)
	Total Assets (£m)
	A = Working Capital / Total Assets
	Retained Earnings (£m)
	B = Retained Earnings / Total Assets
	EBIT (£m)
	C = EBIT / Total Assets
	Equity (£m)
	Liabilities (£m)
	D = Equity / Liabilities
	Sales (£m)
	E = Sales / Total Assets

	2020
	147,333
	510,290
	0.2887
	324,990
	0.6369
	37,267
	0.073
	313,301
	196,989
	1.5904
	614,680
	1.2046

	2021
	120,359
	510,348
	0.2359
	330,291
	0.6472
	23,253
	0.0456
	275,949
	234,399
	1.1773
	601,602
	1.1788

	2022
	121,567
	504,163
	0.2411
	330,698
	0.6559
	14,548
	0.0289
	268,406
	235,757
	1.1385
	542,751
	1.0765

	2023
	97,703
	355,872
	0.2745
	232,460
	0.6532
	-85,301
	-0.2397
	178,920
	176,952
	1.0111
	420,457
	1.1815

	2024
	84,203
	323,354
	0.2604
	208,431
	0.6446
	-15,297
	-0.0473
	153,105
	170,249
	0.8993
	394,879
	1.2212



	Year
	Z-Score Calculation
	Z-Score Value
	Risk Zone

	2020
	1.2×0.2887 + 1.4×0.6369 + 3.3×0.0730 + 0.6×1.5904 + 1.0×1.2046
	3.64
	Safe

	2021
	1.2×0.2359 + 1.4×0.6472 + 3.3×0.0456 + 0.6×1.1773 + 1.0×1.1788
	3.22
	Safe

	2022
	1.2×0.2411 + 1.4×0.6559 + 3.3×0.0289 + 0.6×1.1385 + 1.0×1.0765
	3.06
	Safe

	2023
	1.2×0.2745 + 1.4×0.6532 + 3.3×(-0.2397) + 0.6×1.0111 + 1.0×1.1815
	2.24
	Gray

	2024
	1.2×0.2604 + 1.4×0.6446 + 3.3×(-0.0473) + 0.6×0.8993 + 1.0×1.2212
	2.82
	Gray






[bookmark: _Toc210237865]Appendix-III Capital Budgeting and investment appraisal’
Payback Period
Project A
	Year 
	Net Cash Inflow
	Cumulative cash flow

	0
	 
	-40

	1
	10
	-30

	2
	12
	-18

	3
	14
	-4

	4
	10
	6

	5
	8
	14



PBP =Year before full recovery + (Unrecovered cost at the start of the year / Cash flow during that year)
PBP = 3 + (4/10)
PBP = 3 + 0.4
PBP = 3.4 Years
Project B
	Year 
	Net Cash Inflow

	0
	-30

	1
	6

	2
	6

	3
	6

	4
	6

	5
	6






Project C
	Year 
	Net Cash Inflow
	Cumulative cash flow

	0
	 
	-50

	1
	5
	-45

	2
	10
	-35

	3
	20
	-15

	4
	25
	10

	5
	15
	25



PBP =Year before full recovery + (Unrecovered cost at the start of the year / Cash flow during that year)
PBP = 3 + (15/25)
PBP = 3 + 0.6
PBP = 3.6 Years
Accounting Rate of Return
Project A
Discounted Cash Flows
	Items
	Years

	
	1
	2
	3
	4
	5

	
	£10.00
	£12.00
	£14.00
	£10.00
	£8.00

	Discount Rate
	10%
	10%
	10%
	10%
	10%

	Discount Factor
	1.1
	1.21
	1.331
	1.4641
	1.61051

	Present Value
	$9.09
	$9.92
	$10.52
	$6.83
	$4.97



	Year 
	Net Cash Inflow
	Cummulative cash flow

	0
	 
	-40

	1
	9
	-31

	2
	10
	-21

	3
	11
	-10

	4
	7
	-3

	5
	5
	2



ARR =Year before full recovery + (Unrecovered cost at the start of the year / Cash flow during that year)
PBP = 4 + (3/5)
PBP = 4 + 0.6
PBP = 4.6 Years
Project B


	Year 
	Net Cash Inflow

	0
	 

	1
	6

	2
	6

	3
	6

	4
	6

	5
	6

	 
	 36/6 =£6










Project C
Discounted Cash Flows
	Items
	Years

	
	1
	2
	3
	4
	5

	
	£5.00
	£10.00
	£20.00
	£25.00
	£15.00

	Discount Rate
	10%
	10%
	10%
	10%
	10%

	Discount Factor
	1.1
	1.21
	1.331
	1.4641
	1.61051

	Present Value
	$4.55
	$8.26
	$15.03
	$17.08
	$9.31



	Year 
	Net Cash Inflow
	Cumulative cash flow

	0
	 
	-40

	1
	4.55
	-35.45

	2
	8.26
	-27.19

	3
	15
	-12.19

	4
	17
	4.81

	5
	9
	13.81



ARR =Year before full recovery + (Unrecovered cost at the start of the year / Cash flow during that year)
PBP = 3 + (12/17)
PBP = 3 + 0.71
PBP = 3.7 Years
Net Present Value
Project A
	Items
	Years

	
	1
	2
	3
	4
	5

	
	£10.00
	£12.00
	£14.00
	£10.00
	£8.00

	Discount Rate
	10%
	10%
	10%
	10%
	10%

	Discount Factor
	1.1
	1.21
	1.331
	1.4641
	1.61051

	Present Value
	$9.09
	$9.92
	$10.52
	$6.83
	$4.97

	Total Present Value
	$41.32
	Project A generates £1.32 positive Cash 
Flows

	Initial Investment
	$40.00
	

	Net Present Value
	$1.32
	


Project B
	Items
	Years

	
	1
	2
	3
	4
	5

	
	£6.00
	£6.00
	£6.00
	£6.00
	£6.00

	Discount Rate
	10%
	10%
	10%
	10%
	10%

	Discount Factor
	1.1
	1.21
	1.331
	1.4641
	1.61051

	Present Value
	$5.45
	$4.96
	$4.51
	$4.10
	$3.73

	Total Present Value
	$22.74
	Project A generates £7.26 Negative Cash 
Flows

	Initial Investment
	$30.00
	

	Net Present Value
	-$7.26
	


 
Project C
	Items
	Years

	
	1
	2
	3
	4
	5

	
	£5.00
	£10.00
	£20.00
	£25.00
	£15.00

	Discount Rate
	10%
	10%
	10%
	10%
	10%

	Discount Factor
	1.1
	1.21
	1.331
	1.4641
	1.61051

	Present Value
	$4.55
	$8.26
	$15.03
	$17.08
	$9.31

	Total Present Value
	$54.23
	Project A generates £4.23 Positive Cash 
Flows

	Initial Investment
	$50.00
	

	Net Present Value
	$4.23
	


 
Internal Rate of Return-IRR
Project A
NPV at Lowest Discount Rate (at 10%)
	Items
	Years

	
	1
	2
	3
	4
	5

	
	£10.00
	£12.00
	£14.00
	£10.00
	£8.00

	Discount Rate
	10%
	10%
	10%
	10%
	10%

	Discount Factor
	1.1
	1.21
	1.331
	1.4641
	1.61051

	Present Value
	$9.09
	$9.92
	$10.52
	$6.83
	$4.97

	Total Present Value
	$41.32
	

	Initial Investment
	$40.00
	

	Net Present Value
	$1.32
	



NPV at Lowest Discount Rate (at 20%)
	Items
	Years

	
	1
	2
	3
	4
	5

	
	£10.00
	£12.00
	£14.00
	£10.00
	£8.00

	Discount Rate
	20%
	20%
	20%
	20%
	20%

	Discount Factor
	2.1
	4.41
	9.261
	19.4481
	40.84101

	Present Value
	$4.76
	$2.72
	$1.51
	$0.51
	$0.20

	Total Present Value
	$9.70
	

	Initial Investment
	$40.00
	

	Net Present Value
	-$30.30
	




 






Project B
NPV at Lowest Discount Rate (at 10%)
	Items
	Years

	
	1
	2
	3
	4
	5

	
	£6.00
	£6.00
	£6.00
	£6.00
	£6.00

	Discount Rate
	10%
	10%
	10%
	10%
	10%

	Discount Factor
	1.1
	1.21
	1.331
	1.4641
	1.61051

	Present Value
	$5.45
	$4.96
	$4.51
	$4.10
	$3.73

	Total Present Value
	$22.74
	

	Initial Investment
	$30.00
	

	Net Present Value
	-$7.26
	



NPV at Highest Discount Rate (at 20%)
	Items
	Years

	
	1
	2
	3
	4
	5

	
	£6.00
	£6.00
	£6.00
	£6.00
	£6.00

	Discount Rate
	20%
	20%
	20%
	20%
	20%

	Discount Factor
	2.1
	4.41
	9.261
	19.4481
	40.84101

	Present Value
	$2.86
	$1.36
	$0.65
	$0.31
	$0.15

	Total Present Value
	$5.32
	

	Initial Investment
	$30.00
	

	Net Present Value
	-$24.68
	


 

 






Project C
NPV at Lowest Discount Rate (at 10%)
	Items
	Years

	
	1
	2
	3
	4
	5

	
	£5.00
	£10.00
	£20.00
	£25.00
	£15.00

	Discount Rate
	10%
	10%
	10%
	10%
	10%

	Discount Factor
	1.1
	1.21
	1.331
	1.4641
	1.61051

	Present Value
	$4.55
	$8.26
	$15.03
	$17.08
	$9.31

	Total Present Value
	$54.23
	

	Initial Investment
	$50.00
	

	Net Present Value
	$4.23
	


 
NPV at Highest Discount Rate (at 20%)
	Items
	Years

	
	1
	2
	3
	4
	5

	
	£5.00
	£10.00
	£20.00
	£25.00
	£15.00

	Discount Rate
	20%
	20%
	20%
	20%
	20%

	Discount Factor
	2.1
	4.41
	9.261
	19.4481
	40.84101

	Present Value
	$2.38
	$2.27
	$2.16
	$1.29
	$0.37

	Total Present Value
	$8.46
	

	Initial Investment
	$50.00
	

	Net Present Value
	-$41.54
	


 

 






Return on Capital Employed	2020	2021	2022	2023	2024	0.11266400628816736	7.9210113059977313E-2	5.0568320066738504E-2	-0.43806105051252031	-9.2673706403009759E-2	
Return on Equity	2020	2021	2022	2023	2024	0.1231148320624575	1.9210071426241804E-2	1.5163595448685946E-3	-0.54906103286384977	-0.1569445805166389	
Gross Profit Ratio	2020	2021	2022	2023	2024	0.28674432224897506	0.28759212901552855	0.28059275800505207	0.23203324002216635	0.28868083640811487	
Operating Profit Ratio	2020	2021	2022	2023	2024	6.0628294397084663E-2	3.8651799694814845E-2	2.6804188292605634E-2	-0.20287686969178775	-3.8738448993235905E-2	
Current Ratio	2020	2021	2022	2023	2024	1.8207509330956493	1.5551947303113194	1.5615804280441441	1.6062935934668752	1.5319506478574272	
Quick Ratio	2020	2021	2022	2023	2024	-1.1498690880730877	-0.93491307135575474	-0.9140123710578224	-1.0585176359619728	-1.0306271360974408	
Assets Turnover Ratio	2020	2021	2022	2023	2024	3.4242103503983063	2.7750833767707475	2.5072457073168479	2.6091357013428649	2.494639619435091	
Stock Holding Period	2020	2021	2022	2023	2024	100.26127675492218	114.51887135837381	131.04081350410669	99.783042270445378	103.11898107766524	
Average settlement period for receivables	2020	2021	2022	2023	2024	-76.857950478297653	-78.396473083533635	-75.552675167802548	-97.744929921490183	-105.54228004021485	
Creditors Payment Period	2020	2021	2022	2023	2024	69.290424338083682	78.952777272239402	66.719284227025113	64.469614149403682	93.601705324243014	
Interest Coverage Ratio	2020	2021	2022	2023	2024	-26.20745428973277	-41.083038869257948	-6.6127272727272723	19.690904893813482	4.5513240107110979	
Gearing Ratio	2020	2021	2022	2023	2024	3.3680848145172353E-2	3.4509785479711882E-2	3.8249534376778936E-2	4.4409225789047747E-2	3.6981141411579876E-2	
Earnings Per Share	2020	2021	2022	2023	2024	2.77636219678975	0.39368733754177498	3.2039675667165236E-2	-7.6420070011668608	-1.8542325796743575	
image2.emf
General Electronics   

Calculating Ratios  

S.No  Ratio  2020  2021  2022  2023  2024  

   Profitability Ratios                 

A1  Return on Capital Employed  11%  8%  5%  - 44%  - 9%  

A2  Return on Equity  12%  2%  0%  - 55%  - 16%  

A3  Gross Profit Ratio  29%  29%  28%  23%  29%  

A4  Operating Profit Ratio  6%  4%  3%  - 20%  - 4%  

   Liquidity Ratios                 

B1  Current Ratio  £1.82  £1.56  £1.56  £1.61  £1.53  

B2  Quick Ratio  £1.15  £0.93  £0.91  £1.06  £1.03  

   Efficiency Ratios                 

C1  Assets Turnover Ratio  £3.42  £2.78  £2.51  £2.61  £2.49  

C2  Stock Holding Period  100  115  131  100  103  

C3  Average settlement period for  receivables  77  78  76  98  106  

C4  Creditors Payment Period  69  79  67  64  94  

   Solvency Ratios                 

D1  Interest Coverage Ratio  £ - 26.21  £ - 41.08  £ - 6.61  £ 19.69  £ 4.55  

D2  Gearing  Ratio  3%  3%  4%  4%  4%  

   Investment Ratios                 

E1  Earnings Per Share  £2.78  £0.39  £0.03  - £7.64  - £1.85  
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S.No Ratio 2020 2021 2022 2023 2024

A1 Return on Capital Employed 11% 8% 5% -44% -9%

A2 Return on Equity 12% 2% 0% -55% -16%

A3 Gross Profit Ratio 29% 29% 28% 23% 29%

A4 Operating Profit Ratio 6% 4% 3% -20% -4%
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S.No Ratio 2020 2021 2022 2023 2024

B1 Current Ratio £1.82 £1.56 £1.56 £1.61 £1.53

B2 Quick Ratio -£1.15 -£0.93 -£0.91 -£1.06 -£1.03
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S.No Ratio 2020 2021 2022 2023 2024

C1 Assets Turnover Ratio £3.42 £2.78 £2.51 £2.61 £2.49

C2 Stock Holding Period 100 115 131 100 103

C3

Average settlement period 

for receivables -77 -78 -76 -98 -106
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S.No Ratio 2020 2021 2022 2023 2024

D1 Interest Coverage Ratio -26.21 -41.08 -6.61 19.69 4.55

D2 Gearing Ratio 3% 3% 4% 4% 4%
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Year  Workin g  Capital  (£m)  Total  Assets  (£m)  A =  Working  Capital /  Total  Assets  Retained  Earnings  (£m)  B =  Retained  Earnings /  Total  Assets  EBIT  (£m)  C = EBIT  / Total  Assets  Equity  (£m)  Liabilities  (£m)  D =  Equity /  Liabilities  Sales  (£m)  E =  Sales /  Total  Assets  

202 0  147,333  510,290  0.2887  324,990  0.6369  37,267  0.073  313,301  196,989  1.5904  614,680  1.2046  

2021  120,359  510,348  0.2359  330,291  0.6472  23,253  0.0456  275,949  234,399  1.1773  601,602  1.1788  

2022  121,567  504,163  0.2411  330,698  0.6559  14,548  0.0289  268,406  235 ,757  1.1385  542,751  1.0765  

2023  97,703  355,872  0.2745  232,460  0.6532  - 85,301  - 0.2397  178,920  176,952  1.0111  420,457  1.1815  

2024  84,203  323,354  0.2604  208,431  0.6446  - 15,297  - 0.0473  153,105  170,249  0.8993  394,879  1.2212  
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Year  Z - Score Calculation  Z - Score  Value  Risk  Zone  

2020  1.2×0.2887 + 1.4×0.6369 + 3.3×0.0730    + 0.6×1.5904 + 1.0×1.2046  3.64  Safe  

2021  1.2×0.2359 + 1.4×0.6472 + 3.3×0.045 6    + 0.6×1.1773 + 1.0×1.1788  3.22  Safe  

2022  1.2×0.2411 + 1.4×0.6559 + 3.3×0.0289    + 0.6×1.1385 + 1.0×1.0765  3.06  Safe  

2023  1.2×0.2745 + 1.4×0.6532 + 3.3×( - 0.2397)  + 0.6×1.0111 + 1.0×1.1815  2.24  Gray  

2024  1.2×0.2604 + 1.4×0.6446 + 3.3×( - 0.0473)  + 0.6×0.899 3 + 1.0×1.2212  2.82  Gray  
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