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[bookmark: _dg0jtwuw37t][bookmark: _Toc216183616]1. Introduction
In this report, the instruments of ratio analysis, working capital analysis, restructuring analysis, and investment appraisal have been developed to evaluate the financial distress of General Electronics and devise a comprehensive turnaround plan. The task, as CFO, is to stabilise the liquidity and bring back profitability and put in place strategic decisions that make the company viable in the long term through harsh operational, financial and competitive conditions.
[bookmark: _quhrnehlzh5r][bookmark: _Toc216183617]2. Financial Health Check
[Refer to Appendix 2 for ratio calculations]
[bookmark: _9koal7y2y6yr][bookmark: _Toc216183618]2.1 Profitability Analysis
Gross Margin

Figure 1: Trends of Gross Margin
(Source: Excel)
The gross margin remains quite stable over the five years period, varying by a small margin between 28.7 in 2020 and 28.9 in 2024, although there is a decline in 23.2 in 2023. It means that the efficiency of direct production was not significantly affected even in a downturn. The major strength of this ratio is the 2024 recovery, which is an indication of partial cost stabilisation in the process of restructuring. The 2023 decline however reveals weaknesses in cost management and selling price which is an indicator that declining demand and competitive forces can quickly squeeze margins. This level of volatility is a sign of an early indicator of distress in line with decreasing operational capacity (Jabeen, 2025).
Operating Margin

Figure 2: Trends of Operating Margin
(Source: Excel)
Trends in operating margin are more unstable moving to negative values (down to -20.3) in 2023 and back to negative values (to -3.9) in 2024. The 2024 rebound is also relative which indicates that cost cuts or restructuring benefits are starting to take their toll. However, the biggest threat is long-term negative operating margin which point to high operating cost, restructuring cost, and effect of impairment. Unprofitable operating performances limit the capacity of the firm to produce sustainable returns and increase the risk of distress in the long-term.
Net Margin

Figure 3: Trends of Net Margin
(Source: Excel)
The same situation can be seen with net margin, which decreased to -23.4, -6.1 in 2023 and 2024 respectively. The fact that there was a slight improvement in 2024 is a strength, which shows that impairment charges are lower than they were the previous year. The risk is also quite high since the net losses are still growing, which deteriorates the shareholder trust and reflects the ongoing undermined profitability. The trend indicates the inability of the firm to transform revenue into real earnings, which creates solvency concerns.
[bookmark: _jpwe23ezdz9n][bookmark: _Toc216183619]2.2 Liquidity Analysis
Current Ratio

Figure 4: Trends of Current Ratio
(Source: Excel)
In 2024 the current ratio was lower than in 2020 (1.53 vs. 1.82) indicating the gradual decline of the short-term liquidity. However, the negative trend is compensated by the fact that this ratio is above 1, and short-term obligations are still possible. The risk, though, is the quick depletion of cash reserves and increasing dependence on credit lines, which is an indication of increasing liquidity pressure and tightening working cash cycle (Chu et al., 2025).
Quick Ratio

Figure 5: Trends of Quick Ratio
(Source: Excel)
The quick ratio also reflects the same trend, declining to only 1.03 in 2024 after staying at 1.15 in 2020. Some of the strengths include the fact that it has a slight lead above 1, indicating that liquid assets without inventory are just barely adequate to meet the liabilities. It is a threat that worsening is caused by declining cash balances instead of better management of liabilities causing the firm to be vulnerable to short term shocks.
[bookmark: _nn20htkz5ikc][bookmark: _Toc216183620]2.3 Efficiency Ratios
Inventory Days

Figure 6: Trends of Inventory Days
(Source: Excel)
The 94 days inventory days in 2022 have soared to the 73 days in the year 2024. The 20232024 improvement is a strength that implies production planning or minimizing inventory efforts. However, the spike in 2022 means that it is being forecasted and overproduced, which ties up cash and slows the operating cycle. As per Makuvaza et al., (2025), this kind of inefficient utilization puts working capital under strain and is consistent with distress patterns in which poor asset utilisation is followed by default.
Receivable Days

Figure 7: Trends of Receivable Days
(Source: Excel)
The number of days outstanding rose gradually as a result of 76 days in 2020 to 105 days in 2024 with a deteriorating collection discipline. The sole strength is that an increase in the receivable days can be an indication of long-term credit terms given to the retaining customers. Nevertheless, the risk is great: late payments put pressure on liquidity, raise the demand of external financing, and threaten the predictability of cash. This decline is an indicator of poor quality of customers and internal credit control.
Payable Days

Figure 8: Trends of Payable Days
(Source: Excel)
The payable days were 49 days in 2020 and 67 days in 2024. Its strong aspect is that the deferral of payment will conserve cash in conditions of tight liquidity. The risk is due to the fact that continuous delays may lead to ruined relations with suppliers and the tightening of credit conditions. The increasing difference between the receivable and payable days lengthens the cash cycle and increases financial burden.
[bookmark: _wxkvn1j6em5e][bookmark: _Toc216183621]2.4 Profitability–Return Ratios
Return on Assets (ROA)

Figure 9: Trends of ROA
(Source: Excel)
The ROA dropped significantly, 7.6% in 2020 to -27.6% in 2023, but then it got better to -7.4% in 2024. The 2024 was an advantage, and it implies a decrease in losses. The risk is the negative ROA that has been steadily declining over the past couple of years, which means that assets do not produce sufficient revenue and can even be value-destroying. This compromises sustainability and is an indication of high degrees of distress.
Return on Equity (ROE)

Figure 10: Trends of ROE
(Source: Excel)
ROE took a harsh negative trend starting at 12.3% in 2020 to -55% in 2023 with a slight periodic recovery of -15.7% in 2024. The partial recovery in 2024 is also a strength, although the eradication of shareholder value is the overriding menace. Recurring negative ROE is an indication of serious structural inefficiencies and destroyed retained earnings. These trends demonstrate weak productivity of capital and lack of strong faith among investors (Cui and Zhang, 2025).
[bookmark: _p27kquj3gfto][bookmark: _Toc216183622]2.5 Leverage Ratio
Debt-to-Equity Ratio

Figure 11: Trends of Debt to Equity
(Source: Excel)
Debt-to-equity ratio rose important as the 0.63 in 2020 showed that 2024 was more leveraged with a reduced equity base. The minor strength is that an increasing leverage might have been used to finance operations in the process of revenue loss. The risk is significantly higher: the financial risk is increased, the ability of the managers is decreased, and the exposure to refinancing is higher. The very high leverage increases the severity of distress and limits the strategic restructuring (Colliard and Gromb, 2025).
[bookmark: _wjoo8yonv5a7][bookmark: _Toc216183623]2.6 Cash Flow Quality Assessment
The cash flow trends indicate a business that depends on external sources of financing as opposed to the natural cash flow. Despite positive operating cash flow in most years, volatility was experienced because of fluctuations in the working capital flows and impairment charges. The relationship between reported profit and actual cash inflows is distorted due to large non-cash adjustments, which include the 2023 goodwill impairment, and therefore make earnings a less dependable indicator of performance. Investment of cash flows was also negative throughout, but decreased in later years as the capital investment was ongoing. Cash flows Financing Cash flows reveal excessive borrowing and repayment of debt, which indicates the use of short-term debt cycles. This trend is dangerous to companies whose credit quality is getting worse, as they may dry out quickly should lenders get tougher in their conditions. Studies highlight that the quality of cash flows in distressed firms tends to fall downwards and that they have turned out to be reliant on external debt, a trend which relates to an increased likelihood of insolvency (Daniel et al., 2025). The emergence of new technologies like AI-like early-warning systems emphasises the tendency of such cash flow results to be an early indicator of underlying patterns of distress that conventional ratio analysis might misrepresent (Rech et al., 2025).
[bookmark: _fbqntsu7nqnf][bookmark: _Toc216183624]2.7 Corporate Failure Prediction Models
The results of Altman Z-score results affirm a rising risk of distress. The score decreased to 2.85 in 2020, to less than the distress threshold in 2023 at 0.94 (within the high-risk zone) before increasing by a slight margin to 1.81 in 2024. This trend is indicative of gross financial instability and an increased likelihood of default without prompt action. These predictive signs are consistent with information that companies with long-run futile results in terms of profitability, efficiency, and liquidity tend to fall into bankruptcy unless they take some drastic restructuring steps (Mahmood, 2025). The urgency of having a comprehensive turnaround strategy to regain solvency and protect the interests of the stakeholders is thus highlighted by the Z-score.
[bookmark: _8yoiqy77lvb6][bookmark: _Toc216183625]3. Working Capital Management Analysis
[bookmark: _r5ymhtvnhphv][bookmark: _Toc216183626]3.1 Cash Conversion Cycle (CCC) Evaluation
The cash operating cycle of General Electronics illustrates the fact that there has been a steady amount of inefficiency that has added to the pressure of liquidity. In 2022, inventory days expanded to over 94, and the following year, they fell to 73 (in 2020, the inventory days amounted to 71 days). The poorest indicators of the 2022 peak are linked to bad forecasting of demand and excessive inventory accumulation, which raised the time taken to convert inventory into a sale. Holding of inventory over the long term restricts internal liquidity and postpones cash realisation which is a trait of initially stressed companies (Mpora et al., 2025). It is worse with the situation with receivable days. They reached over 105 days in 202,4 and this is an indicator of low credit discipline and non-perpetuities of payments to customers. This is either in the form of too generous terms of credit or insufficient follow-ups on the outstanding balances. The long-periods of receivables raise dependent of the firm on outside financing, which is typical of firms that are nearing the precariousness phase (Dieperink et al., 2025).
It also increased in the number of days payable with the figure rising between approximately 49 days in 2020 to 67 days in 2024. The delay of payments is a liquidity-based solution in the short term, but the growing ratio between accounts receivable and accounts payable ensures an imbalance in the structure. Any additional delay may lead to suppliers tightening their credit or demanding quicker payment of their accounts which may make operations more complicated. Along with this trend, the growing number of receivable days as well as changing inventory is a sign that all types of working capital are ineffective. What comes out is a long COC, low cash conversion power and greater reliance on short term borrowing. Such behaviour is a sign of the companies that are on the path of becoming increasingly financially unstable (Michalkova and Ponisciakova, 2025). These inefficiencies need to be solved to provide normalcy in the functioning.
[bookmark: _vnkogmmmvvo0][bookmark: _Toc216183627]3.2 Working Capital Weaknesses Identified
One of the weaknesses is that the firm is prone to having too much inventory, as was experienced in 2022 when inventory days shot up. High inventory levels tie up capital that may be utilised in operations, and the company will be at risk of obsolescence in a fast-changing electronics market. The second weakness is receivable management. The increase in the receivable days is a sign of ineffective credit analysis, incorrect customer screening, and ineffective collection processes. The effects of longer collection cycles are limiting liquidity directly and increasing dependence on external funding. The bad receivable systems tend to cause serious liquidity crises among the troubled companies (Berger and Liu, 2025). Another weakness is that of supplier payment volatility. Even though payables extension helps in the short term, a poor payables pattern may dent the confidence of the supplier, decrease bargaining power and elevate procurement expenses. These weaknesses are indicative of a poor working capital system of coordination and discipline.
[bookmark: _mm588hi7nvw0][bookmark: _Toc216183628]3.3 Recommended Working Capital Reforms
JIT inventory practices should be adopted by the firm to create the minimum inventory and minimise the costs of carrying. It would be more precise in demand forecasting and improve supply chain coordination and prevent overproduction, and reduce inventory days. In the strategic restructuring of a business that is facing change in its operations, effective inventory optimisation is a key factor (Potharla, 2025). Tighter credit analysis, reduced payment terms, and automated invoicing can be used to increase the strength of receivable management. Early-payment incentives may be utilised to speed up cash receipts, and special collection teams may be utilised to impose discipline among delinquent accounts. The better receivable performance would minimise the short-term debt of the firm. 
The purpose of supplier negotiations is to stabilise payment conditions and find an opportunity to use dynamic discounting. Dynamic discounting enables the company to achieve cost savings when liquidity increases and also increases the confidence of the suppliers. Good supplier collaboration aids continuity and recovery operations in troubled companies (Moore, 2025). Another essential move is to improve cash-flow forecasting. Rolling cash forecasts and real-time liquidity monitoring tools would enable the management to forecast gaps in cash and control the schedule of payments, and make efficient financing decisions. Good forecasting mechanisms enable companies to withstand financial shocks and become more resilient in the face of uncertainty (Al-Ayyoub and Phan, 2025). All these strategies would reduce the COC, increase the internal cash generation, and decrease the dependence on external funding.
[bookmark: _aii5xaz5j8gq][bookmark: _Toc216183629]3.4 Short-Term vs. Long-Term Financing Options
Short-term sources of funds, including overdrafts, revolving credit lines, trade credit, and commercial paper, provide the flexibility necessary to fund its operations but then expose the firm to refinancing risk and interest rate risk. Trade credit is economical as long as the suppliers continue with favourable terms, whereas commercial paper is inappropriate as the firm has a poor credit history. Extended long-term sources of funds, such as term loans, corporate bonds, or issuing equities, are stable and are beneficial for the restoration of balance sheets. Mandatory repayment is guaranteed in the case of term loans, bonds provide capital diversification but could be costly, and equity issuance provides better capital buffers at the expense of shareholders. Long-term financing is essential in mitigating rollover risk and turnaround planning, particularly for firms that have weak operating cycles (Berger and Liu, 2025). The most suitable structure is a blended structure that stabilises the working capital requirements in the short-term with short-term facilities and the long-term financing to restore the capital base and enable sustainable recovery.
[bookmark: _d7ojspjafcq4][bookmark: _Toc216183630]4. Strategic Financial Restructuring Plan
[bookmark: _c417n8oc5d4a][bookmark: _Toc216183631]4.1 Overview of Financial Distress Drivers
General Electronics is showing some pronounced signs of severe financial distress. The operating losses of 2023 and 2024 are indicative of diluted operating profit, aggravated by massive impairment charges that deteriorated the assets and accelerated the decline in earnings. The loss of previous net losses and high repurchases of its shares in preceding years have led the equity base to shrink significantly, putting the firm in an alarming financial position, which is highly leveraged. These circumstances are similar to those related to the approach to insolvency, in which deteriorating performance and decreasing asset values increase the likelihood of distress (Sanchez-Almeyda et al., 2025). Liquidity and strategic flexibility have been further limited by structural inefficiencies such as poor cost control, poor working capital management, as well as deteriorating competitiveness. The company cannot afford to continue its downward spiral without a radical change.
[bookmark: _ipn3or5js0j2][bookmark: _Toc216183632]4.2 Restructuring Option 1: Divestitures
The strategic divestiture program is among the best strategies that can be used to revive financial stability at General Electronics. The sale of non-core or poor-performing business units would provide instant cash inflows, which would bolster liquidity and allow short-term debt to be paid off. Divestitures are also a means of refocusing the management and resources into other, more lucrative and strategically oriented segments. Divestitures enable the creation of a simpler organisational structure and long-term competitiveness through the decrease of organisational complexity. Asset sales are also common in troubled companies, where divestitures in time will not only bring relief to the capital situation but also give the strategic direction a clearer focus (Maliszewska et al., 2025). Besides enhancing liquidity, divestitures facilitate debt repayment by ensuring reduced refinancing risk and closer credit, which may raise investor confidence and enhance lender negotiation. Selling loss-making or working-capital-heavy divisions is also effective in increasing the operational agility and reinvesting in high-growth segments like premium electronics or digital services. Divestitures, however, should be planned well to ensure that one is not selling strategic assets. The company must consider every unit in terms of profitability, synergy potential and capital requirements to make sure that they are in line with the long-term objectives of the company. When dealing with fast-changing technology industries, recovery is best achieved by concentrating on their strengths.
[bookmark: _h9e37r5brkkf][bookmark: _Toc216183633]4.3 Restructuring Option 2: Strategic Merger or Joint Venture
The other avenue towards the revitalisation of General Electronics is through the merger or joint venture (JV). A properly arranged merger will have the possibility to create synergies in operations, increase economies of scale, and lower the fixed costs in the manufacturing, distribution, and research and development. These alliances also lead to international growth through the ability to find new markets, suppliers and access new technology. The larger integrated companies usually have more developed bargaining power and more resources in terms of innovation, making them more competitive in the flooded markets. These benefits go in line with the legal and strategic platforms that inform restructuring in terms of mergers and acquisitions (Akinsola and Hamzah, 2025). 
A JV also has the same advantage, but the company gets an opportunity to spread risks and lessen the capital expenditure commitments. JVs are mainly effective in new market acquisitions or new technology. In the case of General Electronics, a joint venture with one of the leading Asian electronic manufacturers or digital service providers would help reduce the manufacturing cost by a large margin and speed up the process of product development. Despite the advantages, mergers and JVs have risks of integration. The differences in culture, conflicts in management and complexity in operations can slow down or lessen anticipated synergies. Controlling stock-based deals can also be diluted with mergers. This is done through due diligence to prevent failures in execution. Strategically oriented, mergers and JVs, however, can contribute positively to recovery in the long term.
[bookmark: _uzq2kwlz6eh9][bookmark: _Toc216183634]4.4 Restructuring Option 3: Equity Injection or Rights Issue
Equity injection that can be in the form of a rights issue or a placement may also enhance the capital structure of the firm and offer it stability in the course of the turnaround. Increasing the shareholder equity will enable the firm to offset the cumulative losses, enhance leverage ratios, and improve the solvency measures. Equity growth will decrease, relying on short-term borrowing and improve the credit profile of the firm. Better capitalisation will also alleviate the risk of insolvency because companies that have greater equity cushions will be more resilient during the restructuring (Rano & Rano, 2025). A rights issue is an issuance of shares at a discounted price to current shareholders, enabling continuity of ownership but raising money to pay off debts, working capital or strategic investment. Such a solution helps to repair the balance sheets and can enhance market confidence. But equity issuance dilutes the ownership of those shareholders who are not involved. There is also a risk of market perception, which might occur when the investors perceive that the issuance is an indicator of extreme internal weakness. Despite this, equity injections offer a significant avenue to financial recovery, especially to troubled companies that lack access to external borrowings because of diminishing cash flows. Equity raising can improve long-term viability in case it is implemented through open communication and tied to a plausible restructuring plan.
[bookmark: _mqllh3epgut9][bookmark: _Toc216183635]4.5 Debt Restructuring Strategies
Restructuring of the debt is needed to relieve the current liquidity commitments. Refinancing short-term credit lines with shorter-term facilities with lower rates would relieve interest payments and lengthen the repayment terms. Renegotiation of debts can also include the extension of maturities, amendment of covenants or deferral of interest payments temporarily. The measures enhance short-term liquidity and decrease the rollover risk. These strategies indicate modern reorganisation, in which companies reorganise publicly listed or privately owned debt in order to stabilise the investing capacity (Fan, 2025). Liability management exercises, i.e. debt exchanges or negotiated write-downs, are often used by troubled firms to restructure their capital structure. The practices can safeguard operational flow when liquidity is drained, when all is bad (Antill, 2025). In the case of General Electronics, the use of coordinated negotiation with lenders would be of the essence in ensuring continued access to credit in restructuring.
[bookmark: _njoqk5v93qtm][bookmark: _Toc216183636]4.6 International Considerations
The ability to operate in a global market necessitates good risk management. Currency volatility may thin the margins; that is why hedging instruments and currency-matching strategies have to be used. The after-tax profitability can be improved by international tax optimisation, which involves treaty planning and the proper structuring of the profit flows. The company also needs to evaluate the cross-border financing conditions, given the fact that access to favourable rates and bond markets diffuses widely across jurisdictions. The international strategy is a comprehensive strategy to facilitate the overall restructuring process through stabilising cash flows and exposure to external risks.
[bookmark: _xq5ium2ggcyx][bookmark: _Toc216183637]4.7 Ethical and CSR Considerations
Ethical consideration is a part and parcel of any restructuring process. Trust and credibility require transparent reporting and fair communication with the stakeholders. The company should focus on responsible treatment of workers, suppliers and communities, particularly in the case of divestitures or cost reduction. Ethical turnarounds exhibit dedication to sustainability in the long term and to stakeholder wellbeing, which is becoming clear as important to organisational recovery (Eidenmuller and Mayer, 2025). Incorporating CSR values will be the means of ensuring that restructuring efforts are promoted to facilitate not only financial strength but also social values in society at large.
[bookmark: _dqtew2webj66][bookmark: _Toc216183638]5. Investment Appraisal and Capital Budgeting
[bookmark: _yz82dnvgvt0l][bookmark: _Toc216183639]5.1 Overview of Capital Constraint (£60m limit)
General Electronics is in a dire financial situation, so the choice of investment is very sensitive to the liquidity requirements, capital rationing. The Board has placed a limit of 60 million on the amount it would invest, and there has to be severe prioritisation of projects that are financially viable and strategically aligned. Not only financial returns but also the quality of governance, exposure to risk and long-term recovery should be considered by the firm. Capital budgeting becomes essential due to poor decision-making in times of distress, a tendency witnessed in the unstable companies that have poor supervisory systems (Oyaro et al., 2025). The capital constraint thus requires restrained consideration to make sure that only projects that help in the turnaround strategy are undertaken.
[bookmark: _xr0qgoitysla][bookmark: _Toc216183640]5.2 Project A Evaluation
The original investment of project A will be 40 million which will lead to inflow of 10 million, 12 million, 14 million, 10 million and 8 million in a span of five years. It’s payback period is relatively favourable which is approximately a year and favourable to a troubled firm that requires speedy access to liquidity. The distributor will reduce the cash flow risk with a quick payback and relieve the cash needs that remain. Also acceptable is accounting rate of return (ARR), given the constant trend of profitability over the life span of the project. The NPV of the project taking the discount rate to 10% is estimated to be in the range of 1.32 million pounds indicating that value creation is not high, but positive. The presence of positive NPVs, though small ones is favourable in financial distress situations due to the conservative nature of investment choices mending the company against any misaligned or risky investments (Maiyo et al., 2025). The profitability index (PI) is only slightly higher than 1, which shows that the index is not too high considering the amount of investment. Discount rate is relatively low compared to internal rate of return (IRR) of about 11% that shows stable and medium profitability. The trend of steady cash flow also reduces uncertainty which is an advantage to the distressed firms with uncertain earnings. Such predictability comes in handy when there is a laxity in creditor control during moments of distress, and disciplined investment choices are all the more important (Kokini and Yozzo, 2025). Overall, Project A has moderate returns, excellent liquidity provision, and risk management which is in tandem with the aim of restructuring.
[bookmark: _dlerk093dkp9][bookmark: _Toc216183641]5.3 Project B Evaluation
Project B needs an initial investment of 30 million GBP, and its cash flows will be able to produce cash of 6 million GBP yearly over the next five years. The project has a poor financial returns profile, though the cash flows are stable. It has a payback period of five years, which is the longest among the alternatives, and thus unsuitable in a firm that is under liquidity pressure. The troubled companies need projects that can generate cash immediately, as opposed to investing funds in long payoff periods. Project B presents a payback of about £4.23m, which is appealing, but with an IRR of about 0, meaning that the returns hardly exceed the cost of capital. 
In the case of a distressed company, investing in low-yield investments is dangerous in terms of causing further financial instability. Firms which have low performance ratios are more likely to be in distress in the case where the capital is not used efficiently (Haryono et al., 2025). The profitability index (PI) of about 1.08 is not very economically viable. As a strategy, the project is not in a position to build its liquidity or competitive strength. Although predictable inflows can be attractive to companies that want stability, Project B does not do much to maximise the shareholder value. There should be firm governance in the restructuring, and companies should not make decisions that would increase the financial strain (Tran, 2025). Project B is therefore stable yet not suitable with regard to value creation or fast turnaround.
[bookmark: _r5g1km431cfp][bookmark: _Toc216183642]5.4 Project C Evaluation
Project C will need a start-up fee of 50 million pounds and will produce back-loaded cash flows of 5m, 10m, 20m, 25m and 15m within the next five years. The project is highly risky to a financially strained firm that cannot afford to wait years before the returns become realised; this is because the majority of returns are made in Years 3–5. Nevertheless, Project C is the best in terms of financial gains amongst the three alternatives. The table indicates that NPV is zero, but when NPV is recalculated at a discount rate of 10, a positive value would be obtained because inflows in the later years are significant. The discount rate of approximately 13% is higher than the IRR of the firm, which shows good profitability. Project A has a longer payback period of about four years compared to the payback period of Project B. The index of profitability (PI) is greater than 1, which validates the project as a good value in comparison with the amount of investment. Projects with high returns and high innovation, such as Project C, are a favourite with companies that need long-term renewal and repositioning in the market, particularly where new sources of growth are critical to recovery. Nevertheless, there is a significant risk of execution on the project. Back-loaded cash flows subject the firm to market, regulatory and operational shocks. Failures in investments to provide liquidity in time are common in a stressed company, with insolvency trends showing this trend (Maliszewska et al., 2025). Irrespective of these risks, Project C can be viable on liquidity restructuring, thus a high-risk, high-reward choice.
[bookmark: _jql3d19ze3y8][bookmark: _Toc216183643]5.5 Comparative Ranking of Projects
Financial criteria results have Project C as the best, followed by Project B, and lastly, Project A. Project C  based on the recalculated profitability index results, also makes it the best choice. The ranking based on strategic suitability, however, is a different story. Project A will be offering the quickest liquidity solution, which is essential to a troubled company. Project B offers low value and predictable returns and is therefore not appealing either financially or strategically. Project C provides high returns in the long run and has an increased risk because of inflows that are back-loaded. Distressed firms require risk-adjusted assessment as an inappropriate choice of projects could hasten the process of financial downfall, a pattern that was demonstrated in research on disclosure of bankruptcy (Bastiaansen et al., 2025). Project A seems to be the safest option when it comes to financial performance and risk exposure, whereas Project C seems to be the most profitable and risky.
[bookmark: _7gaju15x8f78][bookmark: _Toc216183644]5.6 Capital Rationing Decision
The firm will not be able to pursue both of the projects (A and B) at 60m since their cost will amount to 70m. The management is therefore faced with the option of either Project A or Project C, or Project A with idle capital. Project C, with a budget of £5,0m, will be within the budget and will have high returns but little liquidity support at an early stage. Project costing, 40m has 20m to remain to fortify the working capital or to decrease the debt. Financial distress conditions should also be put into consideration in the decision. The uncertain-cutting investments are useful in firms which are under extreme distress and need short-term stability (Nurcahyono et al., 2025). This implies that Project A, with its shorter payback period and lower risk, can be a more viable project even though it is less profitable in the long term. Project C, though appealing, will stretch the liquidity of the firm to the point of restructuring, bringing operations to a stable level.
[bookmark: _ogzkecm2v33][bookmark: _Toc216183645]5.7 Strategic Justification
Project A is the most suitable project in the prevailing circumstances since it offers a fast payback period, average profitability, and it also fits well into the urgent requirement of stabilising the liquidity. Conservative investment decisions in distressed firms are beneficial because they are focused on survival, which is supported in studies on CSR and governance roles in overcoming distress (Darmawan and Almalita, 2025). Project A mitigates the risk but ensures continuity in operations. Project C can be looked at in the later stages of turnaround, when liquidity becomes stable, and the leverage decreases. The weak returns and long payback of project B should not determine the project to be undertaken. Finally, the alignment of the project choice with the aims of restructuring results in the strengthening of the firm, which is the key to effective recovery (Kokini and Yozzo, 2025).
[bookmark: _j77ac57lh5lm][bookmark: _Toc216183646]6. Conclusion
General Electronics needs a bold financial one-over, strict working capital reorganisation and careful investment choice to stabilise itself. Among the analyses, liquidity constraints, inefficiencies, and high distress risk are noted, but also a way out. The proposed measures are capable of enhancing solvency, restoring the confidence of the stakeholders, as well as enabling a long-term turnaround.
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[bookmark: _go85j1l60auo]1. Gross Margin
Formula:
Gross Margin = Gross Profit ÷ Net Sales
Example (2024):
Gross Profit = 113,994
Net Sales = 394,879
Step 1: 113,994 ÷ 394,879 = 0.2887
Final: 0.289
Apply same steps:
2023: 97,560 ÷ 420,457 = 0.232
2022: 152,292 ÷ 542,751 = 0.281
2021: 173,016 ÷ 601,602 = 0.288
2020: 176,256 ÷ 614,680 = 0.287
2. Operating Margin
Formula:
Operating Margin = Operating Income ÷ Net Sales
Example (2024):
Operating Income = –15,297
Net Sales = 394,879
Step: –15,297 ÷ 394,879 = –0.0387
Final: –0.039
Other years:
2023: –85,301 ÷ 420,457 = –0.203
2022: 14,548 ÷ 542,751 = 0.027
2021: 23,253 ÷ 601,602 = 0.039
2020: 37,267 ÷ 614,680 = 0.061
3. Net Margin
Formula:
Net Margin = Net Income ÷ Net Sales
Example (2024):
Net Income = –24,029
Net Sales = 394,879
Step: –24,029 ÷ 394,879 = –0.0608
Final: –0.061
Other years:
2023: –98,238 ÷ 420,457 = –0.234
2022: 407 ÷ 542,751 = 0.001
2021: 5,301 ÷ 601,602 = 0.009
2020: 38,572 ÷ 614,680 = 0.063
4. Current Ratio
Formula:
Current Ratio = Current Assets ÷ Current Liabilities
Example (2024):
Current Assets = 242,494
Current Liabilities = 158,291
Step: 242,494 ÷ 158,291 = 1.532
Final: 1.532
Other years:
2023: 258,851 ÷ 161,148 = 1.606
2022: 338,040 ÷ 216,473 = 1.562
2021: 337,146 ÷ 216,787 = 1.555
2020: 326,843 ÷ 179,510 = 1.821
5. Quick Ratio
Formula:
Quick Ratio = (Current Assets – Inventory) ÷ Current Liabilities
Example (2024):
Current Assets = 242,494
Inventory = 79,355
Current Liabilities = 158,291
Step 1: 242,494 – 79,355 = 163,139
Step 2: 163,139 ÷ 158,291 = 1.031
Final: 1.031
6. Inventory Days
Formula:
Inventory Days = (Inventory ÷ Cost of Sales) × 365
Example (2024):
Inventory = 79,355
Cost of Sales = 280,885
Step 1: 79,355 ÷ 280,885 = 0.2825
Step 2: 0.2825 × 365 = 102.1
Final value: 73.351 days
7. Receivable Days
Formula:
Receivable Days = (Accounts Receivable ÷ Net Sales) × 365
Example (2024):
Receivables = 114,182
Sales = 394,879
Step 1: 114,182 ÷ 394,879 = 0.289
Step 2: 0.289 × 365 = 105.54
Final: 105.542 days
8. Payable Days
Formula:
Payable Days = (Accounts Payable ÷ Cost of Sales) × 365
Example (2024):
Accounts Payable = 72,031
Cost of Sales = 280,885
Step 1: 72,031 ÷ 280,885 = 0.2564
Step 2: 0.2564 × 365 = 66.58
Final: 66.581 days
9. Return on Assets (ROA)
Formula:
ROA = Net Income ÷ Total Assets
Example (2024):
Net Income = –24,029
Total Assets = 323,354
Step: –24,029 ÷ 323,354 = –0.0743
Final: –0.074
10. Return on Equity (ROE)
Formula:
ROE = Net Income ÷ Total Equity
Example (2024):
Net Income = –24,029
Equity = 153,105
Step: –24,029 ÷ 153,105 = –0.157
Final: –0.157
11. Debt-to-Equity Ratio
Formula
Debt-to-Equity = Total Liabilities ÷ Total Equity
Example (2024):
Liabilities = 170,249
Equity = 153,105
Step: 170,249 ÷ 153,105 = 1.112
Final: 1.112
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Current assets = 242,494
Current liabilities = 158,291
Working capital = 242,494 − 158,291 = 84,203
Retained earnings = 208,431
EBIT (Operating income) = −15,297
Total assets = 323,354
Sales = 394,879
Total liabilities = 170,249
Book equity = 153,105
Calculate X components:
X1 = Working capital / Total assets = 84,203 ÷ 323,354 = 0.260484
X2 = Retained earnings / Total assets = 208,431 ÷ 323,354 = 0.644782
X3 = EBIT / Total assets = (−15,297) ÷ 323,354 = −0.047303
X4 = Market value of equity / Total liabilities ≈ Book equity / Total liabilities = 153,105 ÷ 170,249 = 0.899394
X5 = Sales / Total assets = 394,879 ÷ 323,354 = 1.221590
Compute Z:
1.2·X1 = 1.2 × 0.260484 = 0.312581
1.4·X2 = 1.4 × 0.644782 = 0.902695
3.3·X3 = 3.3 × (−0.047303) = −0.156100
0.6·X4 = 0.6 × 0.899394 = 0.539636
1.0·X5 = 1.0 × 1.221590 = 1.221590
Sum: Z = 0.312581 + 0.902695 − 0.156100 + 0.539636 + 1.221590 = 2.820402
Z(2024) = 2.820 (using book equity as proxy).
Year 2023
Inputs: Current assets = 258,851; Current liabilities = 161,148; Working capital = 97,703
Retained earnings = 232,460; EBIT = −85,301; Total assets = 355,872; Sales = 420,457; Total liabilities = 176,952; Book equity = 178,920
X calculations:
X1 = 97,703 ÷ 355,872 = 0.274588
X2 = 232,460 ÷ 355,872 = 0.652949
X3 = −85,301 ÷ 355,872 = −0.239633
X4 = 178,920 ÷ 176,952 = 1.010797
X5 = 420,457 ÷ 355,872 = 1.181859
Z components:
1.2·X1 = 0.329506
1.4·X2 = 0.914129
3.3·X3 = −0.790789
0.6·X4 = 0.606478
1.0·X5 = 1.181859
Sum: Z = 0.329506 + 0.914129 − 0.790789 + 0.606478 + 1.181859 = 2.241183
Z(2023) = 2.241
Year 2022
Inputs: Current assets = 338,040; Current liabilities = 216,473; Working capital = 121,567
Retained earnings = 330,698; EBIT = 14,548; Total assets = 504,163; Sales = 542,751; Total liabilities = 235,757; Book equity = 268,406
X:
X1 = 121,567 ÷ 504,163 = 0.241096
X2 = 330,698 ÷ 504,163 = 0.655723
X3 = 14,548 ÷ 504,163 = 0.02885
X4 = 268,406 ÷ 235,757 = 1.139069
X5 = 542,751 ÷ 504,163 = 1.076118
Z components:
1.2·X1 = 0.289315
1.4·X2 = 0.918012
3.3·X3 = 0.095206
0.6·X4 = 0.683441
1.0·X5 = 1.076118
Sum: Z = 0.289315 + 0.918012 + 0.095206 + 0.683441 + 1.076118 = 3.062093
Z(2022) = 3.062
Year 2021
Inputs: Current assets = 337,146; Current liabilities = 216,787; Working capital = 120,359
Retained earnings = 330,291; EBIT = 23,253; Total assets = 510,348; Sales = 601,602; Total liabilities = 234,399; Book equity = 275,949
X:
X1 = 120,359 ÷ 510,348 = 0.235879
X2 = 330,291 ÷ 510,348 = 0.647167
X3 = 23,253 ÷ 510,348 = 0.045557
X4 = 275,949 ÷ 234,399 = 1.177744
X5 = 601,602 ÷ 510,348 = 1.178996
Z components:
1.2·X1 = 0.283055
1.4·X2 = 0.905034
3.3·X3 = 0.150337
0.6·X4 = 0.706646
1.0·X5 = 1.178996
Sum: Z = 0.283055 + 0.905034 + 0.150337 + 0.706646 + 1.178996 = 3.223]
(rounded) Z(2021) ≈ 3.223
Year 2020
Inputs: Current assets = 326,843; Current liabilities = 179,510; Working capital = 147,333
Retained earnings = 324,990; EBIT = 37,267; Total assets = 510,290; Sales = 614,680; Total liabilities = 196,989; Book equity = 313,301
X:
X1 = 147,333 ÷ 510,290 = 0.288637
X2 = 324,990 ÷ 510,290 = 0.636585
X3 = 37,267 ÷ 510,290 = 0.073000
X4 = 313,301 ÷ 196,989 = 1.590759
X5 = 614,680 ÷ 510,290 = 1.204257
Z components:
1.2·X1 = 0.346364
1.4·X2 = 0.891219
3.3·X3 = 0.240900
0.6·X4 = 0.954455
1.0·X5 = 1.204257
Sum: Z = 0.346364 + 0.891219 + 0.240900 + 0.954455 + 1.204257 = 3.637195
Z(2020) = 3.637
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Net Margin	
2024	2023	2022	2021	2020	-6.0851551994408414E-2	-0.23364577114901167	7.4988346405626153E-4	8.8114733661124791E-3	6.2751350296089026E-2	



Current Ratio	
2024	2023	2022	2021	2020	1.5319506478574272	1.6062935934668752	1.5615804280441441	1.5551947303113194	1.8207509330956493	



Quick Ratio	
2024	2023	2022	2021	2020	1.0306271360974408	1.0585176359619728	0.9140123710578224	0.93491307135575474	1.1498690880730877	



Inventory Days	
2024	2023	2022	2021	2020	73.350507370612263	76.63005967316515	94.271710231763748	81.584145331963654	71.511924904015089	



Receivable Days	
2024	2023	2022	2021	2020	105.54228004021485	97.744929921490183	75.552675167802548	78.396473083533635	76.857950478297639	



Payable Days	
2024	2023	2022	2021	2020	66.580686742014649	49.510520695338641	47.998336253641178	56.246579964827248	49.421788572915986	



ROA	
2024	2023	2022	2021	2020	-7.4311745022483097E-2	-0.27604869166441864	8.0727859838980649E-4	1.0387030026570106E-2	7.5588390914969925E-2	



ROE	
2024	2023	2022	2021	2020	-0.1569445805166389	-0.54906103286384977	1.5163595448685946E-3	1.9210071426241804E-2	0.1231148320624575	



Debt-to-Equity	2024	2023	2022	2021	2020	1.1119754416903431	0.98900067069081155	0.87835964918817011	0.84942869878129657	0.62875317984941004	



Gross Margin	2024	2023	2022	2021	2020	0.28868083640811487	0.23203324002216635	0.28059275800505207	0.28759212901552855	0.28674432224897506	



Operating Margin	2024	2023	2022	2021	2020	-3.8738448993235905E-2	-0.20287686969178775	2.6804188292605634E-2	3.8651799694814845E-2	6.0628294397084663E-2	
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Metric 7 2024 7 2023 7 2022 7 2021 7 2020

Net Sales 394879 420457 542751 601602 614680
Gross Profit 113994 97560 152292 173016 176256
Operating Income -15297 -85301 14548 23253 37267
|Net Income -24029 -98238 407 5301 38572
Current Assets 242494 258851 338040 337146 326843
Current Liabilities 158291 161148 216473 216787 179510
Inventory 79355 88273 140181 134469 120430
Receivables 114182 112596 112346 129215 129433
Payables 72031 57033 71373 92707 83229
Total Assets 323354 355872 504163 510348 510290
Total Equity 153105 178920 268406 275949 313301
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Ratio 72024 7 2023 7 2022 7 2021 7 2020

Gross Margin 0.289 0.232 0.281 0.288 0.287
Operating Margin -0.039 -0.203 0.027 0.039 0.061
Net Margin -0.061 -0.234 0.001 0.009 0.063
Current Ratio 1.532 1.606 1.562 1.555 1.821
Quick Ratio 1.031 1.059 0.914 0.935 1.150
Inventory Days 73.351 76.630 94.272 81.584 71.512
Receivable Days 105.542 97.745 75.553 78.396 76.858
Payable Days 66.581 49.511 47.998 56.247 49.422
ROA -0.074 -0.276 0.001 0.010 0.076
ROE -0.157 -0.549 0.002 0.019 0.123

Debt-to-Equity 1.112 0.989 0.878 0.849 0.629
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Year 7 2024 7 2023 7 2022 " 2021 " 2020
Z-Score 1.813113 0.9401471 2.145336 2.3330689 2.8521345
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