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[bookmark: _Toc213497624]1. Introduction
General Electronics Ltd. is a consumer electronics multinational company that is already experiencing financial distress because it has lost its profitability, its debt levels are increasing, and competition in the international markets is growing. The company, which was once a leader in innovation and consumer technology, has been a victim of a lack of cost-efficiency and poor strategic positioning. The purpose of this report is to review the operations of the company in the last five years of its existence, find out the hidden causes of different operational and financial problems and estimate a detailed turnaround plan that is backed by statistical data. The analysis is based on ratio analysis, trend analysis, and corporate finance models based on the financial report of the firm. The report examines financial health, working capital, restructuring and investment decisions for sustainable recovery.
[bookmark: _Toc213497625]2. Financial Health Check
[bookmark: _Toc213497626]2.1 Overview of Financial Performance (Five-Year Trend)

Figure 1: Financial Trend
The 2020-2024 financial analysis of General Electronics indicates that the performance and stability in the company are greatly reduced. In the change in net sales, 394,879 million, a reduction in the market demand and increased competition contributed to a drop in net sales, which was down to £614,680 million in 2020. The operating income had changed drastically from a £37,267 million profit to a £15,297 million loss which was an indication of increasing cost of operation and inefficiency. It also had a bad fate on their net income which ended up in £24,029 million loss. More so, a massive decline in the total assets implies that they have been sold out or lost away. It is a systemic decline in profitability and asset base which points at acute financial distress and market share loss which require significant reorganization and liquidity aid before being competitive again (Yustina Indi Savery, Haninun Haninun and Riswan Riswan, 2024)	.
[bookmark: _Toc213497627]2.2 Ratio Analysis
[bookmark: _Toc213497628]2.2.1 Profitability Analysis

Figure 2: Profitability Ratio
Profitability ratios are used to estimate the capacity of a company to make profit in relation to sales, assets, or resources used by the company. Between 2020-2024, General Electronics is destructively losing its profitability. The net margin dropped to 6.28 of 2020 and to a negative figure of -6.09 of 2024 signifying the changing fortunes into losses that are most probably due to declining sales, increasing costs and ineffective operations. ROCE declined drastically at 11.27 to -9.27 that indicated poor utilization of the capital, and declining returns on the investments. The unfavorable ROCE 2023–2024 shows that the fundamental operations of the firm were not meeting its capital expenses and this resulted in value dissipation. All in all, falling profitability implies inadequate cost management, low price strength and decreased competitiveness, which are serious negatives to the confidence of investors and jeopardize their solvency in the long term (Bhatt, 2021).
[bookmark: _Toc213497629]2.2.2 Liquidity Analysis

Figure 3: Liquidity Ratio
Liquidity ratios determine how an organization can pay its short-term debts using current assets. The current ratio of General Electronics has fallen a notch below 1.82 in 2020 to 1.53 in 2024 but this remains moderate solvency in the short term. The quick ratio has increased and progressed to 1.03 (2024) after having an improvement of 0.91 (2022), implying better inventory management and liquid cash. Nevertheless, the decline in the total current assets and the total liabilities is also an omen of reduced liquidity reserves. This might cause a tighter availability of cash flows and lack of malleability which might require outside funding, liquidation of assets, or further debt to cover liabilities and implement a turn around (Hartman-Glaser, Mayer and Milbradt, 2025).


[bookmark: _Toc213497630]2.2.3 Efficiency (Activity) Analysis

Figure 4: Efficiency Ratio
The working capital management is becoming worse as the efficiency ratios show. The inventory turnover days showed that inventory was moving slowly as it turned to 52 in 2024. The receivable days increased to 53 which indicated a slowness to collect the debt and an inefficient management of the credit. The growth of payable days also rose to 47, which indicates that the firm is not settling its suppliers in time, which is likely because of cash crises. This puts a strain on the supply chain and increases the cash conversion cycle which implies liquidity problems and poorer operational control (Mai, Ambashe and Ohueri, 2025).


[bookmark: _Toc213497631]2.2.4 Gearing and Capital Structure Analysis

Figure 5: Gearing Ratio
Gearing ratios show growing financial risk. The debt to equity ratio increased in 2024 to 1.11 from 0.63 in 2020 due to reducing equity and losses. Importantly, the interest coverage ratio decreased to -0.41 which implies that working profits are unable to meet interest cost. This poor coverage is an indicator that there is a severe solvency problem. Tight gearing reduces credit quality, constrains new capital and puts future cash-flows and shareholder value under strain (Corporate Finance Institute, 2024).
[bookmark: _Toc213497632]2.2.5 Investment Ratios

Figure 6: Investment Ratio
Key investment ratios are showing that the company is in a gradual decreasing trend of its ability to create returns on both shareholders and on its assets. In 2024, the Return on Assets (ROA) declined to -0.06 after being 0.09 in 2020 and this highlighted low productivity of the assets as sales declined and operating losses were persistent. Equally, the Return on Equity (ROE) decreased to -0.16 indicating that the investments made by the shareholders do not generate good returns. This has weakened due to years of net losses, and a low equity base, and inefficiency in using its assets. The poor ROA and ROE indicate the operation efficiency, value destruction, and deficit of investor confidence, which means the firm desperately needs strategic restructuring and rationalization of costs (Puspitarini and Bulan Tati Fitria, 2023).
[bookmark: _Toc213497633]2.2.6 Market Ratios

Figure 7: Market Ratio
Market ratios show how the investors view and how the market values the performance of a company. Earnings per Share (EPS) declined in 2024, as compared to 2020, with the profit plunging to -1.85. As a result, the P/E ratio became negative which shows pessimism on the side of the investor and disbelief in the recovering of the earnings. Although its profits were on a reduced trend, the market price per share deteriorated as much as 48 percent; 11.81, eroded by two-thirds, the deterioration of market capitals and shareholder worth being very pronounced. The declining P/E ratio and negative EPS reflect the bad sentiment of the investors and indicate that the business turnaround process is very much needed to regain the faith and value of the capital markets (Kuvera, 2024).
[bookmark: _Toc213497634]2.2.7 Cashflow Ratio Analysis

Figure 8: Cashflow Ratio
Cash flow ratios also highlight the declining liquidity and sustainability in the company's operations. The Operating Cash Flow Ratio dropped drastically by 0.44 in 2020 to 0.02 in 2024, suggesting that the amount of cash generated during operations is hardly good to meet the short-term obligations. Similarly, the Sales Ratio decreased to 0.13 to 0.01, which proves the fact that a very small percentage of sales is translated into cash. These low and almost negative ratios denote that the core activities of this firm ceased to be self-sufficient and started to rely more on the external borrowing or selling of assets to maintain operations (Fang et al., 2023).


[bookmark: _Toc213497635]2.3 Trends, Strengths and Threats
An analysis of the 2020-2024 financial trends of General Electronics shows that the company experienced a steady decrease in the profitability, liquidity and asset base. The company experienced a tremendous loss in revenue (£614,680 million to £394,879 million) and total assets (reduced to 323, 354 million), and had recurring operating and net losses.
Nevertheless, the company has a relatively stable liquidity position as its current ratio of above 1.5; meaning that the company can easily cover short term obligations and has an equitable background to support any restructuring. Nonetheless, the Altman Z-Score of 2.98 indicates that it is in the grey zone, which means that it is close to financial distress. Some of the threats are rising leverage (debt ratio 1.11), low profitability, and low confidence amongst investors. The lack of speed of strategic change means additional instability and loss of company competitiveness (Vengesai, 2023).
[bookmark: _Toc213497636]2.4 Corporate Failure Prediction
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Figure 9: Altman Z-Score
The Altman Z-Score of 2.98 of General Electronics puts it in the grey zone, which is an indication of a moderate risk of being in financial distress and may go into bankruptcy unless any action is taken. Although the firm has adequate working capital (X1 = 0.26) and high equity value (X5 = 1.22), there is operational inefficiency within the company. In particular, the weak asset profitability (X3 = -0.06) accounts for moderate levels of capital (X2) and solvency (X4). General Electronics is wavering between being safe and risky (Topstockresearch.com, 2025). To prevent a state of bankruptcy, the firm is in dire need of radical restructuring, cost-cutting, and innovations to enhance profitability.


[bookmark: _Toc213497637]3. Working Capital Management Analysis
[bookmark: _Toc213497638]3.1 Cash Conversion Cycle (CCC) and Working Capital Analysis

Figure 10: Cash Conversion Cycle (CCC)
One of the most important ratios of determining the effectiveness of managing working capital is Cash Conversion Cycle (CCC) which measures the number of days a company requires to turn inventory and receivables into cash following the payment of suppliers. At General Electronics, the CCC deteriorated, rising to 54 days in 2020 to 58 days in 2024, which is an indicator of an ineffective management of cash flow and postponements in movement of resources to revenue. (Kouaib and Ibrahim, 2024)
Further research on the CCC components reveals that there are significant changes. The inventory turnover day was the variable that ranged between 50 and 66 days with a high turnover of 52 days in 2024 hence a better inventory control after a high standard in 2022 because of overstocking. However, days current general receivable decreased significantly within the period of 38 to 53 days that it was consuming much time to recover the sales of credit. This is a worrying extended time given that it will constrain the cash to be utilized in the company and will lead to a great exposure to bad debts. Conversely, the payable turnover days are increasing, 35 to 47 and can be said to be decelerating payments to the suppliers, a frivolous means to save money, and this could eventually have a negative impact on the relationship with suppliers, and credit conditions (CFI, 2023).
The resultant impact of these constitutes a distressing operating cycle, with the CCC having stood at over 50 days and two months of capital investment almost stable. This is an area of reduced efficiency that is particularly detrimental in the consumer electronics sector where turnover and cash flow is a major concern. To shorten the cycle, the management must work on narrowing the credit terms, improving collection systems and best forecasts on its receivables and inventory optimization (Bichachi, 2024).

Figure 11: Working Capital Analysis
To further add to this problem, the overall working capital position of General Electronics has worsened, as the current assets were reduced considerably and the current liabilities did not change. This decrease emphasizes decreased liquidity holdings and increases the threat of insufficient cash in the short-term (Chang and Yang, 2022). The extensive CCC together with diminishing working capital suggests that the liquidity state is very extreme and requires immediate financial and operational assistance.


[bookmark: _Toc213497639]3.2 Recommended Working Capital Reforms
1. Inventory Management: 
Implement Just-in-Time (JIT) or Demand-Driven Planning systems, to reduce inventory and storage expenses. Forecasting inventory with the help of AI-based tools and tracking stock activities in real time will allow the company to align the quantity of stocks with sales volume, which will positively impact turnover days. Holding costs can also be minimized by introducing supplier-managed inventory (SMI) arrangements which will provide supply reliability (Ogunyankinnu et al., 2024).
2. Receivables Management:
The firm ought to reduce the spending time on the receivable by reclassifying the credit conditions and enacting credit restraint measures. Early payment discounted and electronic invoice should be offered to promote quicker collections. Accounts receivable aging reports used on a regular basis will assist in detecting the outstanding accounts early enough (Highradius, 2022). In partnership with financial institutions in an attempt to utilise the services of factoring or invoice discounting, receivables can be converted into immediate cash so that liquidity is enhanced without higher debt.
3. Payables Management:
Although the extension of payables has resulted in the interim increase of liquidity, the company should create a balance to uphold supplier confidence. Terms can be obtained in a favorable manner by negotiating longer-lasting terms of payment and consolidation of suppliers relations with the most influential suppliers (Tipalti EU, 2023). It is also possible to increase profitability without the liquidity stress by introducing dynamic discounting systems, when early payment receives discounts.
4. Cash Flow Forecasting and Control:
A rolling cash flow forecast will enable the management to predict cash deficit and cash surpluses to plan its finances better. Excessive cash may be placed in short-term marketable instruments to make returns. A temporary deficit in cash can be met by short term financing or credit facilities (cleartax, 2025).
5. Technology and Process Intelligibility:
The installation of enterprise resource planning (ERP) systems will offer end-to-end visibility of the cash cycle, which would allow detecting inefficiencies in a timely manner. Payables, Receivables, and Inventory will be monitored in real-time, allowing decisions with data, which will enhance the operational agility.
[bookmark: _Toc213497640]3.3 Short-Term vs Long-Term Financing Options
	Financing Type
	Instrument
	Duration
	Advantages
	Disadvantages
	Best Use Case for General Electronics

	Short-Term Financing
	Bank Overdrafts, Trade Credit, Factoring, Commercial Paper
	Less than 1 year
	Provides immediate liquidity; flexible repayment; helps manage cash flow fluctuations (RajRAS, 2025).
	Higher interest rates; may strain relationships if used excessively; limited amount available
	To address temporary cash shortfalls, finance working capital, or bridge timing gaps between receivables and payables

	Medium-Term Financing
	Revolving Credit Facility, Lease Financing, Bridge Loans
	1–5 years
	Offers predictable cash flow management and moderate interest costs; maintains operational stability
	Potential increase in debt burden and interest expense
	For equipment financing, restructuring needs, or moderate capital requirements

	Long-Term Financing
	Bonds, Equity Issuance, Term Loans, Retained Earnings
	Over 5 years
	Provides capital for growth and expansion; improves stability; lower short-term repayment pressure
	Increases gearing ratio; equity dilution risk; higher issuance costs (Khan and Vismara, 2025).
	To finance large-scale investments, restructure debt, or support strategic acquisitions





[bookmark: _Toc213497641]4. Strategic Financial Restructuring Plan
[bookmark: _Toc213497642]4.1 Proposed Restructuring Options
[bookmark: _Toc213497643]4.1.1 Divestiture of Non-Core or Unprofitable Division
In the case of divestiture, business units that no longer support the core strategic goals of the company or are making persistent losses are sold or stopped. In General Electronics' case, this refers to the process of locating the product lines that are not performing. Especially those that are experiencing a decreasing market share or costly operations and dispose of them to release funds (Roberts et al., 2023). The cash flow used in divestitures may be allocated to decrease debt, increase liquidity, or invest in high-growth areas like smart devices, renewable energy electronics or artificial intelligence-enabled consumer technology. This would also enable operations to become easier and the management could concentrate on the areas that are profitable (Prince, 2024). Divestiture must however be well handled to ensure brand value is retained and a negative perception is not created in the market.
[bookmark: _Toc213497644]4.1.2 Mergers, Strategic Alliances, or Acquisitions
Technology, supply chains, and reach are synergies that can be offered in mergers or strategic alliances. In the case of General Electronics, merging or collaborating with a company that has a powerful R&D or penetrating the new market might expedite recovery. Innovation and manufacturing can also be shared through collaborations (Qiu, Zhang and Kong, 2024). Alternatively, focusing on niche technology companies may be used to foster competitiveness, and diversify revenue channels. Nevertheless, post-merger integration issues, the cultural disparity and short-term funding strains should be expected. Consequently, it should focus on the alliances or partial acquisitions that add up to already available competencies rather than complete mergers that cause a greater degree of financial risk in the context of recovery (Shonubi, 2025).
[bookmark: _Toc213497645]4.1.3 Equity Injection or Rights Issue
A capital base would be enhanced by an equity injection in the form of a rights issue or a private placement which would lessen the reliance on debt financing. Providing the opportunity to existing shareholders to buy in a discounted form, new funds will be raised retaining the structure of ownership. This will promote liquidity, better debt to equity ratio, and reduced interest monetary requirements. Furthermore, it is an indication of trust in the market in case it is carried out in a transparent manner and in line with a believable turnaround strategy (Hwa et al., 2024). Nevertheless, the watering down of current capital and the possible underpricing of stocks are the possible weaknesses. The debt repayment and improvement of working capital and investments of innovation should be the main purposes of the raised funds.
[bookmark: _Toc213497646]4.1.4 Debt Refinancing
Debt refinancing involves striking improved conditions of the debts, e.g. reduced rate of interest or increased time to repayment, to ease financial burden. Since the company has been experiencing an increasing debt-to-equity ratio and negative interest-to-equity, an immediate solution is to restructure long-term borrowings, which would increase the level of liquidity. The potential option of converting some of the debt into equity shares would equally reduce leverage and align the interests of creditors with the performance of the company (Financial Edge, 2024). Nevertheless, this kind of conversion has to be done very cautiously lest it results in over dilution or financial independence.
[bookmark: _Toc213497647]4.2 Impact Analysis
[bookmark: _Toc213497648]4.2.1 Impact on Shareholder Value
One way of effective financial restructuring is that of impacting on shareholder value directly through reinstating profitability and market confidence. Divestitures and equity injections are indications of proactive management that will give investors more hope and share prices will become stable. An increase in the operational efficiency should strengthen the earnings per share (EPS) and the return on equity (ROE) of the company and positively impact such valuation ratios as the price-to-earnings (P/E) ratio (Anwar, 2022). But in the near-term, equity issues or debt-to-equity conversions can water down ownership and otherwise stifle dividends which can be off-putting to current investors. In the long term, high-profitability and balance sheets would improve the market capitalizations and long-term shareholder returns (Lu, 2025).


[bookmark: _Toc213497649]4.2.2 Impact on Debt Structure
Equity injections and debt refinancing are examples of some initiatives that are restructured and have an important impact on leverage ratios and the weighted average cost of capital (WACC). Equity financing results in reduction of high-interest debt leading to a reduction in the cost of capital and the ratio of interest coverage (Arhinful and Radmehr, 2023). A moderate balance of capital structure also boosts the credit rating and borrowing capability of the firm resulting in reduced future financing cost. Moreover, non-core asset disposal and reinvestment of the dividends in debt repayment transfer minimizes financial risk and enhances solvency. Nevertheless, over dependence on equity will reduce tax shields and slightly increase WACC. Thus, the optimum debt-equity ratio is needed to balance the need to be financially flexible and to reduce the total capital expenses (ACCA, 2025).
[bookmark: _Toc213497650]4.2.3 Impact on Operational Flexibility and Profitability
The operational flexibility increases as the debt pressures are reduced, which means that the management can concentrate on innovation and growth, and not on debt services. Divestitures get rid of non-performing divisions, enhancing operational efficiency and cash flow management. Strategic alliances and mergers can bring about economies of scale and spread the market more and hence improve the profit margins. Equity infusion and restructuring of the debt also liberate the working capital allowing it to be reinvested in R&D and product diversification (Bhardwaj, 2025). Nevertheless, after restructuring, the issue of operational coherence has to be guaranteed by the company to avoid misallocation of resources. These measures ought to be able to rebuild profitability, stabilize company earnings, and enhance the global competitiveness of the company in the long term.
[bookmark: _Toc213497651]4.3 International and Ethical Considerations
International Considerations
· When General Electronics introduces financial restructuring, it has to pay attention to the major international and ethical issues.
· As a multinational company, it is susceptible to currency exposure, cross-border taxation and also, inflation and therefore, cash flow and capital repatriation is susceptible to changes.
· The exchange rate risks in the region where the currency is volatile should be removed through the assistance of the forward contracts and hedging methods (Hammad, Khasawneh and Nobanee, 2024).
· Furthermore, it is necessary to make the reorganization decision based on the local and international taxation system to prevent the legal problems and unfavorable reputation.
· The disclosures of money should be made transparent to ensure that the investor confidence is not undermined and that there should be a regulatory adherence in the markets.
Ethical Considerations
· On an ethical note, the company must ensure that restructuring must not favor the disadvantaged employees, suppliers and communities.
· In the situation when the workforce reduction becomes inevitable, downsizing should be conducted in a responsible way, by ensuring that the downsizing employees are paid appropriately and retraining them.
· These decisions should also be arrived at based on the Corporate Social Responsibility (CSR), which promotes the sustainability and interests of the stakeholders (Awa, Etim and Ogbonda, 2024).
· The eco-friendly and ethical sourcing of assets divestitures are to be preserved. Ethical and professional actions towards restructuring will not only salvage the corporate image, but will also play a role in ensuring the trust of all stakeholders in the long term and also help the global brand to withstand.
[bookmark: _Toc213497652]5. Investment Appraisal and Capital Budgeting
[bookmark: _Toc213497653]5.1 Overview of Proposed Investment Projects
General Electronics is reviewing three suggested investment projects, namely, A, B and C to identify the most viable one in terms of finance within a capital rationing threshold of 60 million pounds. Every project contains dissimilar cash flow patterns, risk exposures and investment levels. Project A has a total cost of £40 million, and the returns to the investment are moderate and steady; Project B costs are lower (30 million) and provide more consistent returns; and Project C has an upside potential of high as well as a risk level that is higher (initially 50 million). Employing capital budgeting tools including Payback Period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI), and Internal Rate of Return (IRR) is a certainty of evidence-based decision-making.
[bookmark: _Toc213497654]5.2 Financial Evaluation Techniques
[bookmark: _Toc213497655]5.2.1 Payback Period (PBP)

Figure 12: Payback Period (PBP)
The payback period analysis determines the speed at which individual projects will cover its initial investment in terms of the cumulative cash inflows (Huang, 2023). Project A is at a payback period of 3.4 years, which implies a comparatively rapid payback and average liquidity premium. Project B, which has a payback of 5 years, pays the investment back slowest, which expresses (less annual returns) and greater risk despite being subject to capital rationing. In project C, the payback period is 3.6 years old, which is not as long as project A, but has better yearly cash flows in the later years. Overall, Project A gives the shortest time to recover capital, and Project C has more opportunities of profitability in the long term. Project B, on the other hand, demonstrates poor liquidity attractiveness and capital utilization efficiency and hence is the least favorable choice in terms of payback performance.
[bookmark: _Toc213497656]5.2.2 Accounting Rate of Return (ARR)

Figure 13: Accounting Rate of Return (ARR)
The analysis of the Accounting Rate of Return (ARR) is based on the evaluation of the profitability estimating the difference between the average annual accounting profit and the initial investment in the asset (Vipond, 2025). Project A provides the value of 7per cent of ARR of moderately high profitability and efficient use of assets with the taking of depreciation. Project B on the other hand gives a zero ARR, equivalent to no accounting profit and so creating returns will be just enough to cover the depreciation, not create further value. Project C is the project with the largest ARR of 10 that demonstrates the most promising chances to increase the profitability and improve the long-run returns. These findings reveal that Project C has the best investment opportunity as it produces a high profit margin in terms of profit as compared to capital invested. Project A continues to stay as the possible second alternative whereas Project B cannot be promoted by the fact that it is unprofitable and has minimal contribution to shareholder value.
[bookmark: _Toc213497657]5.2.3 Net Present Value (NPV)

Figure 14: Net Present Value (NPV)
In the Net Present Value (NPV) analysis, the profitability of each project is measured with the potential of discounting future cash inflows at a 10 percent rate (Dobrowolski and Drozdowski, 2022). Project A has a positive NPV of £1.32 million implying a low, yet satisfactory, return over the cost of capital. Project B has a negative NPV of-£7.26 million indicating that the discounted cash inflows do not cover up the initial investment of a project and thereby project B is financially not viable. Project C has the greatest NPV of 4.23 million underlining the high profitability during the project and value creation. According to NPV, Project C will provide the most attractive investment opportunity though Project A will be an additional but satisfactory alternative. This project B is not worth keeping because it will lower shareholder value and not yield the expectations of what is required in terms of returning value.
[bookmark: _Toc213497658]5.2.4 Profitability Index (PI)

Figure 15: Profitability Index (PI)
Profitability Index (PI) is used to determine the comparative profitability of both the projects by comparing the discounted inflows to the original capital (Rong, 2023). A ratio above 1 means value creation. In Project A, PI is 1.03, which means that its profits are relatively modest and it makes a small increment over its cost. Project B describes the least PI of 0.76, i.e. the discounted inflows of the project are not enough to compensate for the investment and this is financially unattractive. Project C has the best PI of 1.08, which indicates a good value generation and good utilisation of capital. Under this criterion Project C would give the most profitable payback on the dollar invested after which comes Project A and Project B is to be disqualified because of the failure to achieve the minimum profitability cutoff.
[bookmark: _Toc213497659]5.2.5 Internal Rate of Return (IRR)

Figure 16: Internal Rate of Return (IRR)
The Internal Rate of Return (IRR) assesses the projected percent returns of a particular project meaning the discount level at which the NPV of that specific project will be zero (Corporate Finance Institute, 2025). Project A is expected to have a 11 percent IRR which is slightly higher than the 10 percent cost of capital indicating low, yet respectable profitability. Project B reports an IRR of zero which shows that its incoming cash flows are only able to recoup the initial investment but nothing beyond that, i.e. it is not financially feasible. Project C, which has the highest IRR of 13 will offer the greatest potential of the project which is well beyond the required rate of return by the company and the ultimate value creation is high. Thus, the most negative development is Project C, which is the most appealing investment; Project A is relatively acceptable, and Project B ought not to be accepted since it does not reach the minimum standard of the performance at the company.
[bookmark: _Toc213497660]5.3 Capital Rationing and Project Selection
Within the capital rationing, General Electronics is restricted to an optimum investment of capital of 60 million pounds which should be effectively utilized to the maximum realization of the shareholder value by investing money in projects which would bring such returns. According to the financial analysis (NPV, IRR, ARR, PI, and Payback Period) every project has varying returns and risk.
Project A has an investment of 40 million pounds and NPV of 1.32 million (positive value) which has an IRR of 11, PI (1.03) and payback period (3.4years) and is coming with moderate profitability and acceptable risk. In project B, the amount of investment is 30 million pounds, the NPV is negative ( -7.26 million) and PI is 0.76, indicating the destruction of value, and lack of prospects of high returns. Project C would gain the best NPV (£4.23 million), IRR (13 percent), and PI (1.08) as it has demonstrated excellent profitability over the long run and utilization of capital (Fiveable, 2025).
The constraint of the company under the 60 million limit implies that the company cannot finance all three projects. Project A and Project C would be the most efficient one, as they consume 90 million pounds, which is more than the budget. Hence, the criteria used in selection should focus on the best NPV/lbs. of money. On a comparison on returns, Project C has a better profitability statement and value creation compared to Project A. Nonetheless, in an event where the management is interested in risk diversification, Project A would be complementary to Project C by financing it in phases or infusion of external equity.
Conflict of interest and pressure-stricken rationing: Project C should only be chosen, however, because it is financially beneficial and it follows the strategic interests of expanding and gaining market competitiveness.
[bookmark: _Toc213497661]5.4 Final Investment Recommendation and Strategic Fit
Upon considering all the capital budgeting indicators and financial restrictions, Project C is the best investment decision to take General Electronics. It produces the best NPV and IRR, high profitability index and the best long-term cash inflows, which is an indication of a good financial and strategic performance. This project will be consistent with the company turnaround objectives because it helps in strengthening the future revenue streams, attaining increased operational capacity and aiding technological innovation in high growth product segments (Daraojimba et al., 2023).
To scale up, the monetization of Project C will enrich the restructuring process of the company and will cause long-term profitability and competitive rejuvenation. With Project C, General Electronics would be able to restore investor confidence in the company, maximize resources, and be in a position to recover the market in the long run and worldwide opportunities.
 Project C will be a good strategic fit in the overall corporate transformation agenda of General electronics. Its diversified pattern of cash flow, which increases largely in later years, have encouraged the long-term liquidity and recovery objectives of the firm and it has advanced the opportunity to reinvest in innovation and going digital (Fiveable, 2025). The high consumer technology products targeted by the project also coincide with the new market conditions and the changing demand inclination of consumers towards intelligent and energy-efficient appliances. Project C, further, presents a possibility of streamlining the supply chain, cost reduction via economies of scale and a potential to enter into partnerships all over the globe. An increase in operational margins and brand positioning that will be possible is expected to help in regaining market competitiveness. In general, Project C is not only financial returns maximising but also enhances strategic resilience, technological progress and sustainable value creation among the shareholders, the prosperity of General Electronics will take a successful leap to recovery and expansion among the global electronics industries.
[bookmark: _Toc213497662]6. Conclusion
The financial analysis of General Electronics shows that the company is facing negative profitability growth, small asset growth and significant increase in leverage and therefore, urgent strategic turnaround is needed. The ratio analysis reveals poor liquidity, diminishing efficiency, and the negative returns, whereas the Altman Z-Score puts the company in the intermediate grey area of financial distress. But, its average working capital and stable asset base has room to recover due to restructuring. The strategic financial perspective focuses on decreasing the debt, controlling the costs, and redistributing the funds to profitable areas. Project C presents the best NPV (£4.23m), IRR (13%), and profitability ratio (1.08) and is, therefore, the most viable considering the limit of capital considered is not more than £60 million. In the future, financial restructuring, effective working capital and ethical international operations should be given priority by the company. General Electronics can turn around and attain long term sustainable growth by implementing Project C and regaining financial discipline, and reviving investor confidence.
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Liquidity Ratios

Current Ratio A/C	
2020	2021	2022	2023	2024	1.8207509330956499	1.5551947303113201	1.5615804280441401	1.6062935934668801	1.5319506478574301	Quick Ratio (A-B)/C	
2020	2021	2022	2023	2024	1.14986908807309	0.93491307135575497	0.91401237105782196	1.0585176359619699	1.0306271360974399	



Efficiency Ratios

Inventory Turnover Days 365/(B/E)	
2020	2021	2022	2023	2024	50.130638377461104	57.2594356791869	65.520406752053404	49.891521135222703	51.559490538832598	Receivables Turnover Days 365/(A/H)	
2020	2021	2022	2023	2024	38.428975239148798	39.198236541766803	37.776337583901302	48.872464960745098	52.771140020107403	Payables Turnover Days 365/(B/K)	
2020	2021	2022	2023	2024	34.645212169041798	39.476388636119701	33.359642113512599	32.234807074701799	46.8008526621215	



Gearing Ratios

Debt/Equity Ratio A/B	
2020	2021	2022	2023	2024	0.62875317984941004	0.84942869878129701	0.87835964918817	0.98900067069081199	1.11197544169034	Interest Coverage Ratio C/D	
2020	2021	2022	2023	2024	1.8633500000000001	0.41523214285714299	0.165318181818182	-1.55092727272727	-0.41387987012986999	



Investment Ratios

Return On Assest (ROA) A/B	
2020	2021	2022	2023	2024	8.6039310980030995E-2	3.1507912248113001E-2	2.2597850298415399E-2	-0.25923365704522999	-5.7515911354119598E-2	Return On Equity D/C	
2020	2021	2022	2023	2024	0.123114832062458	1.9210071426241801E-2	1.51635954486859E-3	-0.54906103286385	-0.15694458051663901	



Market Ratios

Price/Earnings Ratio B/A	
2020	2021	2022	2023	2024	8.1118693902576098	52.548201890942302	704.31131753653995	-1.82176959685253	-6.3862535272366303	



Cashflow Ratios

Operating Cash Flow Ratio A/B	
2020	2021	2022	2023	2024	0.43759679126511097	0.20705577363956301	0.183556378855562	-5.7400650333854601E-2	1.8636561775464199E-2	Sales Ratio A/C	
2020	2021	2022	2023	2024	0.127794950218	7.4612451421371601E-2	7.3210367184952205E-2	-2.19998715683173E-2	7.4706429058015202E-3	




Cash Conversion Cycle	
2020	2021	2022	2023	2024	53.914401447568103	56.981283584834003	69.937102222442107	66.529179021265904	57.529777896818501	


Working Capital (£m)	
147333	120359	121567	97703	84203	


Payback Period (Years)	
A	B	C	3.4	5	3.6	


ARR	
A	B	C	7.0000000000000007E-2	0	0.1	


Net Present Value (£m)	
A	B	C	1.32	7.26	4.2300000000000004	


Profitability Index	
A	B	C	1.0331044203388999	0.75815735388168903	1.0845073920683499	


Internal Rate of Return	
A	B	C	0.11327177468961599	1.9499957204516201E-12	0.12719763370558901	

Trend Analysis

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




Profitability Ratios

Net Margin C/A	
2020	2021	2022	2023	2024	6.2751350296088998E-2	8.8114733661124808E-3	7.4988346405626197E-4	-0.233645771149012	-6.08515519944084E-2	Return on Capital Employed (ROCE) B/(D-E)	
2020	2021	2022	2023	2024	0.112664006288167	7.92101130599773E-2	5.0568320066738497E-2	-0.43806105051251998	-9.2673706403009801E-2	
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Company Name

General Electronics

X1 0.26

Date performed 11/7/2025

X2 1.01

X3 -0.06

Company Type

Public company (Original Z-score)

X4 0.38

X5 1.22

Total Assets

323,354                                             

Total Liabilities

170,249                                             

Z-Score 2.98

Current Assets

242,494                                              Z = 1.2 * X1 + 1.4 * X2 + 3.3 * X3 + 0.6 * X4 + 1 * X5

Current Liabilities

158,291                                             

EBIT

18,598  -                                              

Zone Grey Zone

Retained Earnings

324,990                                             

Net Sales

394,879                                             

Z > 2.99 SAFETY ZONE

Market Capitalization

64,800                                                

1.81 < Z < 2.99 GREY ZONE

Share Capital

313,301                                             

Z < 1.81 BANKRUPT ZONE

Altman Z-Score Analysis 
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Particulars Details 2020 2021 2022 2023 2024

Revenue (£m) A 614,680.00      601,602.00      542,751.00      420,457.00      394,879.00     

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

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

Total Assets (£m) D 510,290 510,348 504,163 355,872 323,354

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

Net Margin C/A 6.28% 0.88% 0.07% -23.36% -6.09%

Return on Capital Employed 

(ROCE)

B/(D-E) 11.27% 7.92% 5.06% -43.81% -9.27%

Profitability Ratios
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Particulars Details 2020 2021 2022 2023 2024

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

Inventories (£m) B 120,430 134,469 140,181 88,273 79,355

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

Current Ratio A/C 1.82                 1.56                 1.56                 1.61                 1.53                

Quick Ratio (A-B)/C 1.15                 0.93                 0.91                 1.06                 1.03                

Liquidity Ratios
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Particulars Details 2020 2021 2022 2023 2024

Total Liabilities (£m) A 196,989 234,399 235,757 176,952 170,249

Total Equity (£m) B 313,301 275,949 268,406 178,920 153,105

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

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

Debt/Equity Ratio A/B 0.63                 0.85                 0.88                 0.99                 1.11                

Interest Coverage Ratio C/D 1.86                 0.42                 0.17                 (1.55)               (0.41)              

Gearing Ratios


image6.emf
Particulars Details 2020 2021 2022 2023 2024

Revenue (£m) A 614,680.00      601,602.00      542,751.00      420,457.00      394,879.00     

Cost of Sales (£m) B 438,424 428,586 390,459 322,897 280,885

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

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

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

Inventory Turnover Days 365/(B/E) 50                    57                    66                    50                    52                   

Receivables Turnover Days 365/(A/H) 38                    39                    38                    49                    53                   

Payables Turnover Days 365/(B/K) 35                    39                    33                    32                    47                   

Efficiency Ratios
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Particulars Details 2020 2021 2022 2023 2024

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

Market Price per Share B 22.55               20.49               21.13               13.92               11.81              

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

Market Ratios
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Particulars Details 2020 2021 2022 2023 2024

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

Total Assets (£m) B 510,290 510,348 504,163 355,872 323,354

Total Equity (£m) C 313,301 275,949 268,406 178,920 153,105

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

Return On Assest (ROA) A/B 0.09                 0.03                 0.02                 (0.26)               (0.06)              

Return On Equity D/C 0.12                 0.02                 0.00                 (0.55)               (0.16)              

Investment Ratios
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Particulars Details 2020 2021 2022 2023 2024

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

Current Liabilities B 179,510 216,787 216,473 161,148 158,291

Net Sales C 614,680 601,602 542,751 420,457 394,879

Operating Cash Flow Ratio A/B 0.44                 0.21                 0.18                 (0.06)               0.02                

Sales Ratio A/C 0.13                 0.07                 0.07                 (0.02)               0.01                

Cashflow Ratios
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Project

Initial 

Investment 

(£m)

Year

Annual Cash 

Inflow (£m)

Cumulative 

Cash 

Inflow (£m)

Payback 

Period (Years)

1 10 10

2 12 22

3 14 36

4 10 46

3 + (4 

remaining/10) 

= 3.4 years

1 6 6

2 6 12

3 6 18

4 6 24

5 6 30

5.0 years

1 5 5

2 10 15

3 20 35

4 25 60

3 + (15 

remaining/25) 

= 3.6 years

A

B

C

40

30

50
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Year Cash Flow (£m)

Initial Investment 40.00 £                    

1 10.00 £                    

2 12.00 £                    

3 14.00 £                    

4 10.00 £                    

5 8.00 £                      

Total Cash Flow 54.00 £                    

Average Annual Cash Inflow (£m)

10.80 £                    

Annual Depreciation (£m)

8.00 £                      

Average Annual Accounting Profit (£m)

2.80 £                      

ARR

7.00%

Year Cash Flow (£m)

Initial Investment 30.00 £                    

1 6.00 £                      

2 6.00 £                      

3 6.00 £                      

4 6.00 £                      

5 6.00 £                      

Total Cash Flow 30.00 £                    

Average Annual Cash Inflow (£m)

6.00 £                      

Annual Depreciation (£m)

6.00 £                      

Average Annual Accounting Profit (£m)

- £                        

ARR

0.00%

Year Present Value (£m)

Initial Investment 50.00 £                    

1 5.00 £                      

2 10.00 £                    

3 20.00 £                    

4 25.00 £                    

5 15.00 £                    

Total Cash Flow 75.00 £                    

Average Annual Cash Inflow (£m)

15.00 £                    

Annual Depreciation (£m)

10.00 £                    

Average Annual Accounting Profit (£m)

5.00 £                      

ARR

10.00%

Project C

Project A

Project B
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10%

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

0 40.00 -£                  1.00                                40.00 -£                    

1 10.00 £                  0.91                                9.09 £                      

2 12.00 £                  0.83                                9.92 £                      

3 14.00 £                  0.75                                10.52 £                    

4 10.00 £                  0.68                                6.83 £                      

5 8.00 £                    0.62                                4.97 £                      

1.32 £                      

10%

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

0 30.00 -£                  1.00                                30.00 -£                    

1 6.00 £                    0.91                                5.45 £                      

2 6.00 £                    0.83                                4.96 £                      

3 6.00 £                    0.75                                4.51 £                      

4 6.00 £                    0.68                                4.10 £                      

5 6.00 £                    0.62                                3.73 £                      

7.26 -£                      

10%

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

0 50.00 -£                  1.00                                50.00 -£                    

1 5.00 £                    0.91                                4.55 £                      

2 10.00 £                  0.83                                8.26 £                      

3 20.00 £                  0.75                                15.03 £                    

4 25.00 £                  0.68                                17.08 £                    

5 15.00 £                  0.62                                9.31 £                      

4.23 £                       Net Present Value

Discount Rate

Discount Rate

Discount Rate

Project A

Project B

Project C

Net Present Value

Net Present Value
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10%

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

0 40.00 -£                  1.00                                40.00 -£                    

1 10.00 £                  0.91                                9.09 £                      

2 12.00 £                  0.83                                9.92 £                      

3 14.00 £                  0.75                                10.52 £                    

4 10.00 £                  0.68                                6.83 £                      

5 8.00 £                    0.62                                4.97 £                      

41.32 £                    

1.03                         

10%

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

0 30.00 -£                  1.00                                30.00 -£                    

1 6.00 £                    0.91                                5.45 £                      

2 6.00 £                    0.83                                4.96 £                      

3 6.00 £                    0.75                                4.51 £                      

4 6.00 £                    0.68                                4.10 £                      

5 6.00 £                    0.62                                3.73 £                      

22.74 £                    

0.76                         

10%

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

0 50.00 -£                  1.00                                50.00 -£                    

1 5.00 £                    0.91                                4.55 £                      

2 10.00 £                  0.83                                8.26 £                      

3 20.00 £                  0.75                                15.03 £                    

4 25.00 £                  0.68                                17.08 £                    

5 15.00 £                  0.62                                9.31 £                      

54.23 £                    

1.08                         

Project C

Discount Rate

Present Value

Profitability Index

Profitability Index

Profitability Index

Project A

Discount Rate

Present Value

Project B

Discount Rate

Present Value


image14.emf
Year Cash Flow (£m)

0 40.00 -£                    

1 10.00 £                    

2 12.00 £                    

3 14.00 £                    

4 10.00 £                    

5 8.00 £                      

Internal Rate of Return 11.33%

Year Cash Flow (£m)

0 30.00 -£                    

1 6.00 £                      

2 6.00 £                      

3 6.00 £                      

4 6.00 £                      

5 6.00 £                      

Internal Rate of Return 0.00%

Year Cash Flow (£m)

0 50.00 -£                    

1 5.00 £                      

2 10.00 £                    

3 20.00 £                    

4 25.00 £                    

5 15.00 £                    

Internal Rate of Return 12.72%

Project C

Project A

Project B


