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Executive Summary
The report focused on evaluating General Electronics' financial performance to determine core problems. Accordingly, the report focused on various aspects, including ratios, cash operating cycle, financial restructuring, and capital budgeting decisions. The findings revealed that the financial performance of the company is not well as it has reported losses since the last few years. Similarly, high debt, losses, and inefficient use of inventory are also some of the major threats of the company. Cash operating cycle also increased due to inefficient use of receivables and inventory. However, investing in project C can be a turnaround strategy, which is not ethically sound but also financially viable due to the generation of the highest ARR and NPV compared to other projects. Although project C will improve financial performance; however, late collection can be the main risk of the project. Besides this, the findings also revealed that the company can adopt difference working capital reforms as a turnaround strategy like improving receivables management, cutting unnecessary costs, boosting sales, and others for improving the cash operating cycle. Turnaround strategies like equity injection, debt restructuring, selective divestiture,  and others can balance finances and restore company’s long run viability. The report also highlighted different short-term as well as long-term sources of finance, which companies like General Electronics can use for different business purposes.
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[bookmark: _Toc1699196974]Introduction
The aim of the report is to study the financial performance of a struggling firm, namely General Electronics, which is engaged in the consumer electronics industry. The report will focus on identifying core problems of the company and proposing a turnaround strategy. Accordingly, in the role of Chief Financial Officer (CFO), several aspects of the company will be discussed in detail for identifying problems and developing a turnaround strategy. The report will evaluate financial statements and analyse financial performance using a wide range of ratios categories. Similarly, the corporate failure model will also be used to determine default risk. Additionally, working capital, strategies to improve liquidity, and financing options will also be discussed in detail. Further, financial restructuring options will be discussed along with their impact on shareholder value, debt structure, and operational flexibility. Lastly, the report will provide investment recommendations using several techniques, such as Net Present Value, payback, profitability index, and others.
1. [bookmark: _Toc1166004212]Financial Health Check
Analysis of firm’s financial statements
On evaluation of General Electronics' financial statements, it was found that revenues and operating profits of the company had sharply reduced in the last 5 years. A fall in revenues also resulted in losses during 2023 and 2024. During 2020, the company reported sales of £614,680 million, which reduced to £394,879 million in 2024, reflecting a 36% decline in sales in the last 5 years. Although, company reduced its operating expenses; however, a fall in revenues also turned profits of the company into losses. Net profit of General Electronics during 2020 was £38,572 million, which turned into -£24,023 million in 2024. A fall in revenues and a turn of profits into losses can be considered as a failure of the company in improving financial performance in the last 5 years.
Additionally, the value of the assets of General Electronics also declined in last 5 years. For instance, current assets of the company fell by 26%; however, liabilities only declined by 12% in last 5 years. This might enhance the default risk of the company. Similarly, company’s equity is high than debt during 2020; however, the situation changed in last 5 years as debts of the company significantly increase compared to equity. Total debts in 2024 was £170,249 million; whereas, equity is only £153,105 million. This also reflects that the financial health of General Electronics is not well due to high financial leverage. Further, the cash flow position has also been reduced due to a fall in cash flows in the last 5 years by 53%.
Ratio Analysis considering trends, strengths, and threats
Ratios refers to quantitative metrics, which reflect the relationship between two items of financial variables. Ratios help in gaining valuable insights about the profitability, liquidity, efficiency, and solvency position of business entities (Megaladevi, Shanthi and Merlin, 2021). Profitability ratios like net profit ratio, gross profit ratio, and others are used for evaluating financial performance; whereas, efficiency ratios help in evaluating efficiency position in relation to usage of different assets like receivables, inventory, and others (Dawood, 2023). In addition to this, liquidity ratios like current and quick ratios are used to assess the ability to meet current obligations; whereas, solvency ratios enable measuring the debt and equity relationship to meet long-term obligations (Fairchild, 2025). Accordingly, the section will discuss a wide range of ratios for evaluating the financial performance and health of General Electronics (refer appendix 1 for ratio calculations).
Profitability
[bookmark: _Toc207525420]Figure 1: Profitability ratios of General Electronics for the year 2020 to 2024

(Source: Self-made)
Profitability ratios revealed a downward trend in the last 5 years as both gross profit as well as net profit ratio of General Electronics have reduced. Gross profit ratio reduced from 28.67% to 23.20% in 2023; whereas, net profit ratio reduced from 6.28% to -6.09% during 2024. The key cause behind fall in gross profit margin is an increase in cost of goods sold; whereas, fall in revenues also caused reduction in net profit ratio. A fall in gross profit ratio and a negative net profit ratio indicates a threat for the company as it fails to generate profits after meeting all business expenses. Although, company’s net profit ratio is slightly improved in 2024; however, it is still negative, which reflects the adverse financial performance of the company.
Liquidity
[bookmark: _Toc1568267782]Figure 2: Liquidity ratios of General Electronics for the year 2020 to 2024

(Source: Self-made)
The liquidity ratios also reveal a downward trend as they have fallen in the last 5 years. The current ratio of the company during 2020 was 1.82, which reduced to 1.53 in the year 2024. Similarly, quick ratio also declined in last 5 years from 1.15 to 1.03. Although current liabilities of General Electronics also declined in alignment with current assets; however, the proportion of fall in current liabilities is higher, which causes a fall in both current as well as quick ratios. Both ratios are dropped in the last 5 years; however, the company still possesses a huge amount of current assets compared to current liabilities, which is a key strength of the company. This also implies that the default risk of General Electronics is very low, and it is capable enough to meet current obligations satisfactorily.
Efficiency
[bookmark: _Toc559353393]Figure 3: Efficiency ratios of General Electronics for the year 2020 to 2024

(Source: Self-made)
Asset turnover ratio has shown an upward trend; whereas, inventory turnover ratio has shown downwards trend in the last 5 years. The asset turnover ratio of General Electronics during 2020 was 1.20, which slightly increased to 1.22, which shows that the company is effectively using its assets for generating revenues. This can also be considered as strength for the company due to effective utilisation of assets. However, one of the key threats to General Electronics is the lack of efficiency in managing inventory effectively. The inventory turnover ratio declined from 3.44 to 3.35 in the last 5 years. This implies that company is taking longer time to replace its inventory and generate desired revenues. Therefore, it is crucial for the company to enhance its inventory efficiency to gain maximum benefits and accelerate business performance.
Gearing
[bookmark: _Toc226763981]Figure 4: Gearing ratios of General Electronics for the year 2020 to 2024

(Source: Self-made)
On evaluation of gearing ratios, it was found that there is an upward trend in the debt-equity ratio and a downward trend in the interest cover ratio in the last 5 years. The company's debt-equity ratio was 0.63 in the year 2020, which significantly increased to 1.11 by the end of 2024. A high proportion of fall in equity value as compared to debt is one of the main consequence behind an increase in the debt-equity ratio. This is one of the main threats for the company as it possess a huge amount of debt, which might create problems to meet long-term obligations effectively. In addition to this, fall in interest cover is also major threat, which reflects company’s inability to effectively meet interest obligations. Negative operating profit caused negative interest cover ratio, which implies that General Electronics might face problems to meet interest-related payments. Thus, the solvency position of General Electronics has been adversely affected in the last 5 years and has increased financial risk.
Investment
[bookmark: _Toc1055013565]Figure 5: Investment ratios of General Electronics for the year 2020 to 2024

(Source: Self-made)
Investment ratio like Earnings Per Share (EPS) of the company also shows a declining trend in the last 5 years, with a slight improvement in 2024. EPS during 2020 was 2.78; however, the same declined to -1.85 in the year 2024. The company was generating profits in its initial years; however, the generation of losses in 2023 and 2024 has resulted in negative EPS. In addition to this, the Return on Equity (ROE) of General Electronics has also decreased in the last 5 years. For instance, General Electronics reported ROE of 12.31% in 2020, which changed to -15.69% in the year 2024. Losses are the main cause behind the negative ROE of the company. Fall in both EPS as well as ROE are major threats for General Electronics as it implies that it will create difficulty in improving investors' confidence and enhancing stakeholders' trust.
Cash Flow
[bookmark: _Toc1720427635]Figure 6: Cash flow ratios of General Electronics for the year 2020 to 2024

(Source: Self-made)
The cash flow ratios also reflects a downward trend as both the cash ratio and the operating cash flow reduced in last 5 years. Cash ratio declined from 0.32 to 0.17; whereas, operating cash flow ratio declined from 0.41 to 0.09 in the last 5 years. This is another threat for the company as it might prevent it in managing business operations, expansion, or making capital expenditures.
Corporate failure prediction model
Altman Z-score refers to a measurement tool that facilitates determining the bankruptcy possibilities of business entities. It can be considered as effective tool, which enables businesses in evaluating financial distress using wide range of financial items. Altman Z-score can be categorised into 3 zones namely safe, gray, and distress, which provides valuable insights for making informed business decisions (Rashid, Khan and Qureshi, 2023). An Altman Z-score above 2.99 is a safe zone, between 1.81 to 2.99 is gray zone, and below 1.81 is a distress zone. Safe zone reflects a low probability of bankruptcy; whereas, distress zone implies high probability of bankruptcy (Street, 2022). In the same context, it was found from calculations that the Altman Z-score of General Electronics is 2.80, which is slightly lower than safe zone (refer appendix 1 for calculations). Currently, Altman's Z-score of General Electronics is in the gray zone, which implies a moderate risk of bankruptcy for the company. Thus, the default risk of the company is moderate; however, it needs to take proper measures like boosting revenues, improving profits, and others for the purpose of reducing the probability of bankruptcy in the long run.
1. [bookmark: _Toc1244512209]Analysis of Working Capital Management
Cash operating cycle
[bookmark: _Toc1649865600]Figure 7: Cash operating cycle of General Electronics for the year 2020 to 2024

(Source: Self-made)
(Refer appendix 2 for calculations)
Cash operating cycle refers to a financial metric that helps in determining the average time taken by business entities to collect funds after meeting suppliers' obligations. It can be calculated by deducting payable days from inventory and receivable days (BPP, 2013). Inventory days refers to the days that business takes to convert inventory into sales; whereas, receivable days reflects time period to collect outstanding dues from debtors. Similarly, payable days show the time to meet suppliers' obligations (Kieso, Weygandt and Warfield, 2016). Accordingly, it was found that the cash operating cycle of General Electronics has increased in the last 5 years. The company’s cash operating cycle during 2020 was 114, which rose to 162 in 2023; however, it reduced to 121 during 2024. A rise in receivable days and inventory days, as well as a fall in payable days, causes an increase in the cash operating cycle of the company.
Inventory days increased from 106 to 129 during 2023; however, it declined to 109. A rise in inventories caused a rise in inventory days in last few years, except 2024. This shows that the company faced struggles in converting inventory into sales from 2020 to 2023 due to operational cause like reduced demand or poor demand forecasting; however, the same improved in the year 2024. Additionally, receivable days significantly increased from 77 days to 106 days in last 5 years due to increase in trade receivables. This implies that the company is increasing its time to collect funds from debtors. Further, payable days also increased from 69 days to 94 days, which, to some extent, helped the company in improving the cash operating cycle. Overall, the rise in cash operating cycle was the result of long inventory and receivable days, which also signals slow sales, excess inventory, and operational inefficiencies. The company is required to adopt different strategic approaches for improving operating cash cycle and the same has been discussed in the next section.
Strategies to improve liquidity through working capital reforms
General electronics can adopt a different strategic approach to improve liquidity. Some of the strategic working capital reforms to improve liquidity are highlighted hereunder:
· Tracking cash flows: Tracking and monitoring cash flows enables businesses to evaluate trends and patterns, which can be helpful to forecast cash flows in a better way. Tracking can help in taking appropriate measures to address the problem of increased cash operating cycle of the company.
· Managing expenses: Expenses also play a crucial role in improving cash flows and liquidity. Focusing on negotiating with suppliers for reduced prices, cutting unnecessary costs, reducing inventory stocking, and others can help in reducing expenses and improving cash flows (Banks, 2025). This can address the problem of high inventory days and help in generating cash flows at a faster rate.
· Increasing revenues: Boosting revenues is also one of the best ways to improve liquidity, which can be done by increasing selling prices, offering benefits to customers, and launching new products in the market. Offering benefits to customers can address late collection problem, which can be effective for improving liquidity.
· Improving receivables management: Improvement of the collection process is quite pivotal to reduce reliance on tied capital with debtors. This can be done by using different approaches like offering patronage benefits for early payments, following up, as well as sending sales invoices promptly (Harrison et al., 2020).
Comparison of short-term vs long-term financing options
Financing is one of the most crucial aspect and considered as lifeblood for all businesses. Financing for a period less than a year are known as short-term financing; whereas, long-term financing is generally for a period of more than 1 year. Generally, short-term financing is less costly and helps in accessing funds more quickly compared to long-term financing (Kumar, 2019; Ali, 2020). Short-term financing options include trade credit, factoring, and others. Factoring refers to a service; wherein, business entities collects immediate cash from financial institutions called as factor by selling unpaid invoices of the customers. Factoring helps in collecting immediate cash, and also assists in reducing bad debts due to the shifting of responsibility to the factor. It is also cheap source of finance; however, there are several limitations of factoring. Costly and high interest rates are some of the key limitations of factoring (Geek, 2025). Additionally, trade credit is another option; wherein, business entities can take credit on acquiring products from suppliers. It not only helps in meeting high orders but also assists in improving trade relationships, boosting cash flows, and gaining a competitive advantage. However, requirement of proper creditworthiness as well as increased chances of bad debts are some major limitations of trade credit (Bucknell, 2025).
Long-term financing options include equity shares, debentures, long-term loans, and others. Equity financing refers to the collection of funds through issuing shares in the market. It is a good source of finance as it does not enhance obligations on businesses; however, dilution of ownership and high cost are major limitations of equity financing. Additionally, debentures and long-term loans are other long-term financing options. Debentures refers to bond that businesses issues in consideration of interest payments for raising capital; whereas, loans helps in borrowing funds from banks in consideration of interest charges. Both bonds and loans are less costly than equity and also do not dilute the ownership structure; however, they both enhance financial obligations and create obstacles to meet obligations during tough times (Ramya and Sumathi, 2023). Overall, there are many short-term as well as long-term financing options available to businesses. The selection of different sources of finance depends on the requirements or needs of business entities. The use of short-term financing can be helpful for short-term; however, businesses should use a combination of long-term financing like equity and debt during current declining profitability and cash flow concerns as mix use will optmise capital structure, reduce cost of capital, and help maximising shareholders wealth..
1. [bookmark: _Toc25974883]Strategic Financial Restructuring Plan
Recommendation Financial Restructuring Options
Given the financial position of the company determined with the help of ratios like profitability, gearing, investing and other, GE needs a substantial financial restructuring plan instead of going for corrective actions. The ongoing decreasing profitability trend along with negative interest coverage ratio shows that EBIT are insufficient to cover interest on debt that makes the capital structure unsustainable. Hence, the following financial restructuring alteratives are suggested. Firstly, injection of equity must be prioritized through infusing fresh equity either through strategic investors, private equity or existing promoters will immediately strengthen the overall capital base, decrease excessive leverage and advance the debt-to-equity ratio (Trejo-Pech and White, 2021).
Moreover, the infusion of equity can also restore investor confidence, decrease financial risk, and offer working capital assistance to stabilize functions and fund efficiency improvements. As liquidity ratios are quite well but below the industry standards, equity funding will also assist align liquidity with industry benchmarks without enhancing interest burden. Secondly, debt restructuring through conversion or refinancing must also be prioritised. With an increasing debt-to-equity ratio and inverse interest coverage, renegotiating loan terms like decreasing interest rates, extending maturities or converting a portion of debt into equity can considerably decrease financial distress. Debt-to-equity swaps would directly lower gearing along with improving overall solvency (Zhuyun and  Zhong, n.d).
Thirdly, selective divestiture of underperforming or non-core asset is also suggested as medium-term actions. Although asset turnover is robust but weak inventory turnover highlights capital is busy in slow-moving stock and possibly inadequate business areas. Hence, divesting non-strategic subsidiaries, product lines or ideal assets with consistently low margins can free-up cash, advance cash flow ratios and let management to focus on high-performing core operations (Erl, 2020). Moreover, proceeds from divestiture must be utilized primarily for debt reduction to ease interest liabilities.  Finally, a strategic acquisition or merger as a turnaround strategy may provide long-period stability and can improve cash flow, profitability and complete financial resilience.
Evaluating impact on Shareholder Value, Debt Structure and Operational Flexibility
The suggested financial restricting measures are anticipated to have different and aligned impacts on overall shareholder value, debt structure and operational flexibility. In the short run, shareholder value may face dilution, especially if debt-to-equity conversion or equity injection is undertaken. The ownership ratio of existing investors may decrease and the market sentiment can initially stay cautious because of the recent negative profitability of GE. However, in the long run, such measures are probably to increase shareholder value by lowering financial risk, stabilizing earning and improving return sustainably (Campbell et al., 2016). Further, divestiture of inefficient assets can also unlock hidden value by decreasing loss-making areas and letting GE to focus on high-margin activities. Hence, in case a strategic merger is carried out, synergies like revenue enhancement, cost savings and improved asset use can prompt to higher future cash flows, eventually enhancing intrinsic shareholder value.
Considering impact on debt structure, restructuring will considerably advance the debt structure and solvency position of GE. Asset divestiture and equity infusion can be utilized to decrease outstanding borrowings that lower gearing ratio. Equity conversion or debt refinancing will directly decrease interest liabilities thereby addressing the negative interest coverage ratio and easing overall financial distress. Hence, as leverage declines, a firm’s credit profile advances that possibly enable access to cheap financing in upcoming time (Hamzat et al., 2025). Similarly, a balance debt structure also decreases risk associated to interest rate change and covenant breaches. Considering operational flexibility, it is anticipated to improve considerably following restructuring. It is because lower debt level free up internal cash flows that allows management to invest in optimization of working capital, technology advancements and effective inventory management (Kaur and  Srivastava, 2017). Hence, a robust financial base as turnaround strategy offers management with higher strategic freedom to face market changes and go for sustainable growth opportunities.
International and Ethical Considerations
When applying financial restructuring, it is important to consider ethical and global factors as such can materially impact the sustainability, effectiveness and stakeholder acceptance of the overall restructuring strategy. In case of equity injection, mergers or divestiture that involves transnational investors or cross-border transactions, taxation application becomes essential. It is because differences in capital gain tax, corporate tax rates, dividend withholding tax and transfer pricing regulations can considerably impact new returns to investors. Moreover, poor tax planning may lower restructuring benefits or expose GE too regulatory scrutiny. Ethically, companies must avoid aggressive tax avoidance approaches and adopt transparent, compliant tax practices that relate with global standards (Gravelle and  Marples, 2018). Hence, transparent taxation increases company’s credibility and long run stakeholder trust.
Further, mergers or cross-border financing expose the company to foreign exchange risk, especially if debt is in the foreign currencies while revenues remain domestic. Moreover, currency depreciation can enhance debt servicing costs thereby worsening already weak interest coverage ratios. Similarly, appropriate hedging techniques like currency swaps or forward contracts must be utilized responsibly (Ranaldo, 2023). Inflation also carries an essential role as increasing input costs can further limit working capital and profitability, particularly where inventory turnover is weak. Hence, ethical cost pass and pricing strategies mechanisms should balance profitability with overall customer affordability.
Restructuring generally includes mergers, workforce rationalization, divestments which could have social consequences. In ethical terms, the company must ensure transparent communication, fair treatment of employees and compliance with the set labor laws. Similarly, CSR considerations extend to keeping responsible supplier connections and environment standards, especially if non-core assets or operations are consolidated (Chen et al., 2023). Moreover, investors currently evaluate companies based on ESG performance that aligns restructuring decisions with sustainability goals can advance long run access to capital and overall reputational value and could be a significant turnaround strategy.
Overall, it can be deduced that the weak profitability, poor cash flows and rising leverage performance needs a substantial financial restructuring strategy. Turnaround strategies like selective divestiture, equity injection, debt restructuring and overall strategic measures can balance finances and restore long run viability. While such steps may cause short run shareholder dilution they are anticipated to increase shareholder value through advanced earning stability and decreased financial risk. Moreover, a robust debt structure will ease interest pressure and advance operational flexibility. Besides, integrating global, CSR and ethical considerations ensures the restructuring remains complaint, sustainable and relative with long run stakeholder expectations.
1. [bookmark: _Toc620678240]Investment Appraisal and Capital Budgeting
Calculations of investment appraisal techniques
(Refer appendix 3)
Discussion of investment appraisal techniques and final investment recommendation
Investment appraisal techniques, also known as capital budgeting techniques, refer to financial metrics used to evaluate the potential profitability or feasibility of making an investment in a project. Since projects require huge capital investments, it Is crucial for business entities to evaluate the viability of an investment. There are large number of techniques that serves different purposes and assists in evaluating viability of an investment (Mahmoud, 2023; ACCA, 2025). The below-mentioned section will discuss different investment appraisal techniques along with their merits and limitations.
Payback Period
Payback period refers to a metric that enables project managers in determining the time taken by the project to cover the initial investment. It helps in evaluating how time a project takes to recoup the initial investment. Generally, lower payback period is helpful for companies as it helps in covering initial investment at a faster rate (Cybellium, 2024). The payback period metric offers a crude measure of liquidity, and it is also simple to compute, which can be seen as a major merit of payback. However, failure to consider the timing of cash flows and after payback period cash flows is are major limitation of payback (Drake, Fabozzi and Fabozzi, 2022).
Accounting Rate of Return (ARR)
ARR is a financial technique which helps in determining the profitability of an investment. This method considers profits for the purpose of evaluating return on an investment value. A positive ARR reflects that the project will generate high profits for the company; whereas, a negative ARR shows that investing in the project is not feasible (Ochieng, Price and Moore, 2017). The key merits of ARR is that it aligns with return on investment, which many businesses want to increase for the purpose of maximising the wealth of the shareholders. On the other hand, failure to consider profits timing and the time value of money are the main key limitations of ARR (Birt et al., 2020).
Net Present Value (NPV)
NPV is another technique used widely for evaluating feasibility of an investment. This method considers both discounted future cash inflows and cash outflows to calculate the value of an investment. It is viable to invest in project with positive NPV; whereas, investing in project with negative NPV is not worthwhile (Gervasi et al., 2025). It helps in measuring direct value delivered by the project and also enables in comparing projects to select project with high NPV. However, the assumption regarding the cost of capital or hurdle rate is the main limitation of NPV (Ittelson, 2022).
Profitability Index (PI)
PI is another tool, which compares present value of cahs inflows with cash outflows for determining highest profitable project. PI greater than 1 implies that investment is feasible; whereas, investing in a project with PI less than 1 is not favourable (Negrão, Maia and Brito, 2023). PI not only considers time value of money but it also covers future cash flow risk and evaluates whether the investment will derive value or not. On the contrary, selection of accurate discount rate and lack of use for mutually exclusive projects are main limitations of PI (Drake, Fabozzi and Fabozzi, 2022).
Internal Rate of Return (IRR)
IRR is another profitability metric which helps in determining whether a project meets its cost of capital or not. In simple terms, IRR helps in evaluating whether the minimum return is met or not for the project (Gervasi et al., 2025). IRR is a measure of profitability; however, unrealistic reinvestment rate and ignorance of project scalability are some of the key limitations of IRR (Ittelson, 2022).
[bookmark: _Toc1626714263]Figure 8: Investment appraisal techniques of General Electronics

(Source: Self-made)
Final Recommendation
In the same context, the findings of investment appraisal techniques revealed that the payback period of project A, B, and C are 3.40 years, 5 years and 3.60 years. Project B takes a longer time, and Project A will take less time to recoup the initial investment. Additionally, ARR of project A, B, and C are 7%, 0%, and 10%, which implies that profitability of project C is higher; whereas, project A will generate less profits and project B will generate zero profits. The findings of NPV revealed that all projects except B has generated positive NPV. Project A and B’s NPV are £1.32 million and £4.32 million, which reflects that project C will be more feasible compared to project A. Further, the profitability index of projects A, B, and C are 1.03, 0.76, and 1.08, which shows that project C will generate more value for each pound invested in the project. IRRs of project A, B, and C are 11.33%, 0%, and 12.72% respectively.
Overall, NPV of project A and C is positive, which implies that both projects will create value addition for the company. Similarly, ARR of both projects A and C is also favourable and thus investing in both project is viable. PI of project A and project B also exceeds 1, which implies that investing in both projects is beneficial. Similarly, IRR of project A and C also exceeds discount rate and the same can also be considered favourable for value addition. Although, both project A and C are viable; however, in the case of capital rationing of £60 million, it is favourable for General Electronics to invest in project C and ignore other projects, as project C has reported more favourable results like the highest NPV, PI, and ARR. Thus, based on above results, it can be recommended to General Electronics that it is feasible to invest in project A and C; however, in case of capital rationing, investing in project C will be more beneficial as it will create more value addition and help in maximising value for the shareholders.
Justification
Currently, the financial health of General Electronics is not well. The company has reported losses in the last 2 years, along with a consistent fall in business revenues. Similarly, solvency position of the company is not well as it possess a huge amount of debt compared to equity. Cash flows of the company are also declining regularly, which might create obstacles in managing different business operations especially during tough times. Accordingly, investment in projects like project C and project A can prove to be highly beneficial for the company. Positive NPV and ARR of both projects revealed that the project will assist the company in boosting profits and improving cash flows. Besides this, value addition can also assist the company in improving its financial health through boosting profits, retained earnings, and equity and paying off debt. Similarly, investing in project C is more favourable as it will create long-term value for the company, which is crucial to reduce leverage and rebuild equity. In addition to this, some of the project risk characteristics can be the late generation of cash flows in project C and a huge time period of almost 4 years in project A and C to recover the initial cost. Although the company will face some struggles during the initial years; however, investment in projects will assist the company in improving its financial performance and health gradually over a period of time. Thus, investing in projects can be considered as a turnaround strategy for the company, which will assist General Electronics in sustaining the company’s operations and accelerating business growth in the long run.
[bookmark: _Toc1411106201]Conclusion
The report found that the financial performance of General Electronics significantly degraded in the last few years due to a consistent fall in revenues and losses. A rise in the inventory turnover ratio shows a company’s inefficiency in using inventory effectively to generate higher sales. Similarly, a rise in debt and continued losses are also major threats for the company as they affected the solvency position and EPS of the company. However, the liquidity position of the company is strong, which is a main strength for the company also the same shows low default risk. In addition to this, Altman's Z-score is also under the gray zone, reflecting a moderate possibility of bankruptcy. Further, the cash operating cycle also increased in the last 5 years, which was the result of an increase in inventory and receivable days. The company can use a wide range of strategic measures rise boost revenues, reduce unnecessary costs, manage receivables, and others for the purpose of improving liquidity.
Similarly, there are several short-term financing options like trade credit and factoring, as well as long-term financing like loans, debentures, and equity that a company can use for different business purposes as per specific needs. Turnaround strategies like selective divestiture, equity injection, debt restructuring and overall strategic measures can balance finances and restore long run viability. Also, investing in project C is ethically sound and financially viable, especially during capital captioning, as it has reported the highest NPV and ARR. This can also be considered as a turnaround strategy for General Electronics, as investing in project C will boost cash flows and thereby gradually improve the financial performance of the company. The generation of cash flows from project C will enhance liquidity and help in improving the solvency position through paying off debts.
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1.
	Calculation of Ratios

	Profitability Ratios
	2020
	2021
	2022
	2023
	2024

	Gross profit
	176,256
	173,016
	152,292
	97,560
	113,994

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

	Gross profit ratio
	28.67%
	28.76%
	28.06%
	23.20%
	28.87%

	(Gross profit)/sales*100
	
	
	
	
	

	
	
	
	
	
	

	Net profit
	38,572
	5,301
	407
	-98,238
	-24,029

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

	Net profit ratio
	6.28%
	0.88%
	0.07%
	-23.36%
	-6.09%

	(Net profit/sales)*100
	
	
	
	
	

	
	
	
	
	
	

	Liquidity Ratios
	2020
	2021
	2022
	2023
	2024

	Current assets
	326,843
	337,146
	338,040
	258,851
	242,494

	Current liabilities
	179,510
	216,787
	216,473
	161,148
	158,291

	Current ratio
	1.82
	1.56
	1.56
	1.61
	1.53

	(CA/CL)
	
	
	
	
	

	
	
	
	
	
	

	Current assets
	326,843
	337,146
	338,040
	258,851
	242,494

	Inventory
	120,430
	134,469
	140,181
	88,273
	79,355

	Current liabilities
	179,510
	216,787
	216,473
	161,148
	158,291

	Quick ratio
	1.15
	0.93
	0.91
	1.06
	1.03

	(CA- inventory)/ CL
	
	
	
	
	

	
	
	
	
	
	

	Efficiency Ratios
	2020
	2021
	2022
	2023
	2024

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

	Total assets
	510,290
	510,348
	504,163
	355,872
	323,354

	Asset turnover ratio
	1.20
	1.18
	1.08
	1.18
	1.22

	Sales/ Total assets
	
	
	
	
	

	
	
	
	
	
	

	COGS
	438,424
	428,586
	390,459
	322,897
	280,885

	Average inventory
	127,450
	127,450
	137,325
	114,227
	83,814

	Inventory turnover ratio
	3.44
	3.36
	2.84
	2.83
	3.35

	(COGS/ average inventory)
	
	
	
	
	

	
	
	
	
	
	

	Gearing Ratios
	2020
	2021
	2022
	2023
	2024

	Debt
	196,989
	234,399
	235,757
	176,952
	170,249

	Equity
	313,301
	275,949
	268,406
	178,920
	153,105

	Debt-equity ratio
	0.63
	0.85
	0.88
	0.99
	1.11

	(Debt/equity)
	
	
	
	
	

	
	
	
	
	
	

	EBIT
	37,267
	23,253
	14,548
	-85,301
	-15,297

	Interest
	1,422
	566
	2,200
	4,332
	3,361

	Interest coverage ratio
	26.21
	41.08
	6.61
	-19.69
	-4.55

	EBIT/ interest
	
	
	
	
	

	
	
	
	
	
	

	Investment Ratios
	2020
	2021
	2022
	2023
	2024

	Earnings
	38,572
	5,301
	407
	-98,238
	-24,029

	Outstanding shares
	13,893
	13,465
	12,703
	12,855
	12,959

	EPS
	2.78
	0.39
	0.03
	-7.64
	-1.85

	(Earnings/ outstanding shares)
	
	
	
	
	

	
	
	
	
	
	

	Equity
	313,301
	275,949
	268,406
	178,920
	153,105

	Net profit
	38,572
	5,301
	407
	-98,238
	-24,029

	Return on equity
	12.31%
	1.92%
	0.15%
	-54.91%
	-15.69%

	Net profit/ equity
	
	
	
	
	

	
	
	
	
	
	

	Cash Flow Ratios
	2020
	2021
	2022
	2023
	2024

	Operating cash flow
	73,392
	40,283
	10,926
	25,190
	14,822

	Current liabilities
	179,510
	216,787
	216,473
	161,148
	158,291

	Operating cash flow ratio
	0.41
	0.19
	0.05
	0.16
	0.09

	(Operating cash flow/ current liabilities)
	
	
	
	
	

	
	
	
	
	
	

	Cash
	57,153
	60,813
	66,740
	42,751
	26,783

	Current liabilities
	179,510
	216,787
	216,473
	161,148
	158,291

	Cash ratio
	0.32
	0.28
	0.31
	0.27
	0.17

	(Cash flow/ current liabilities)
	
	
	
	
	



	Altman Z-Score

	Z= 1.2x1 + 1.4x2 + 3.3x3 + 0.6x4 + 1.0x5
	
	
	

	x1=
	Working capital/Total assets
	(242494-158291)/323354
	0.26

	x2=
	Retained earnings/total assets
	(208431/323354)
	0.64

	x3=
	EBIT/total assets
	(-15297/323354)
	-0.05

	x4=
	Equity/total liabilities
	(153105/170249)
	0.90

	x5=
	Sales/total assets
	(394879/323354)
	1.22

	Thus,

	Z=1.2*(0.26)+1.4*(0.64)+3.3*(-0.05)+0.6*(.90)+1*(1.22)

	2.80



2.
	Calculation of Cash Operating Cycle

	
	2020
	2021
	2022
	2023
	2024

	Average inventory
	127,450
	127,450
	137,325
	114,227
	83,814

	COGS
	438,424
	428,586
	390,459
	322,897
	280,885

	Inventory days
	106
	109
	128
	129
	109

	(Average inventory/COGS)*365
	
	
	
	
	

	
	
	
	
	
	

	Receivables
	129,433
	129,215
	112,346
	112,596
	114,182

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

	Receivable days
	77
	78
	76
	98
	106

	(Receivables/Sales)*365
	
	
	
	
	

	
	
	
	
	
	

	Payables
	83,229
	92,707
	71,373
	57,033
	72,031

	COGS
	438,424
	428,586
	390,459
	322,897
	280,885

	Payable days
	69
	79
	67
	64
	94

	(Payables/ COGS)*365
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Inventory days
	106
	109
	128
	129
	109

	Receivable days
	77
	78
	76
	98
	106

	Payable days
	69
	79
	67
	64
	94

	Cash Operating Cycle
	114
	108
	137
	162
	121

	(Inventory days+receivable days-payable days)
	
	
	
	
	



3.
	Calculation of payback period

	Projects
	A
	B
	C

	Year
	Cash Flows (£M)
	Cumulative
	Cash Flows (£M)
	Cumulative
	Cash Flows (£M)
	Cumulative

	0
	-40
	-40
	-30
	-30
	-50
	-50

	1
	10
	-30
	6
	-24
	5
	-45

	2
	12
	-18
	6
	-18
	10
	-35

	3
	14
	-4
	6
	-12
	20
	-15

	4
	10
	6
	6
	-6
	25
	10

	5
	8
	
	6
	0
	15
	

	Payback Period
	
	3.40
	
	5.00
	
	3.60



	Calculation of Accounting rate of return

	Projects
	A
	B
	C

	Year
	Cash Flows (£M)
	Less: Depreciation
	Profit
	Cash Flows (£M)
	Less: Depreciation
	Profit
	Cash Flows (£M)
	Less: Depreciation
	Profit

	0
	-40
	0
	
	-30
	
	
	-50
	
	

	1
	10
	8
	2
	6
	6
	0
	5
	10
	-5

	2
	12
	8
	4
	6
	6
	0
	10
	10
	0

	3
	14
	8
	6
	6
	6
	0
	20
	10
	10

	4
	10
	8
	2
	6
	6
	0
	25
	10
	15

	5
	8
	8
	0
	6
	6
	0
	15
	10
	5

	Average profit
	
	
	2.8
	
	
	0
	
	
	5

	Investment
	
	
	40
	
	
	30
	
	
	50

	ARR
	
	
	7.00%
	
	
	0.00%
	
	
	10.00%

	(Average profits/ investment)
	
	
	
	
	
	
	
	
	



	Calculation of Net Present Value

	Projects
	
	A
	B
	C

	Year
	Discount factor @ 10%
	Cash Flows (£M)
	PV (£M)
	Cash Flows
	PV (£M)
	Cash Flows
	PV (£M)

	0
	1
	-40
	-40
	-30
	-30
	-50
	-50

	1
	0.9091
	10
	9.09
	6
	5.45
	5
	4.55

	2
	0.8264
	12
	9.92
	6
	4.96
	10
	8.26

	3
	0.7513
	14
	10.52
	6
	4.51
	20
	15.03

	4
	0.6830
	10
	6.83
	6
	4.10
	25
	17.08

	5
	0.6209
	8
	4.97
	6
	3.73
	15
	9.31

	NPV
	
	
	1.32
	
	-7.26
	
	4.23



	Profitability Index

	
	A
	B
	C

	PV of cash flows
	41.32
	22.74
	54.23

	Investment
	40
	30
	50

	PI
	1.03
	0.76
	1.08



	Calculation of Internal rate of return

	Projects
	A
	B
	C

	Year
	Cash Flows (£M)
	Cash Flows (£M)
	Cash Flows (£M)

	0
	-40
	-30
	-50

	1
	10
	6
	5

	2
	12
	6
	10

	3
	14
	6
	20

	4
	10
	6
	25

	5
	8
	6
	15

	IRR
	11.33%
	0.00%
	12.72%





Profitability Ratios

Gross profit ratio 	
2020	2021	2022	2023	2024	0.286744322248975	0.287592129015529	0.28059275800505201	0.23203324002216599	0.28868083640811498	Net profit ratio	
2020	2021	2022	2023	2024	6.2751350296088998E-2	8.8114733661124808E-3	7.4988346405626197E-4	-0.233645771149012	-6.08515519944084E-2	Return on Equity	
2020	2021	2022	2023	2024	0.123114832062458	1.9210071426241801E-2	1.51635954486859E-3	-0.54906103286385	-0.15694458051663901	


Liquidity Ratios

Current ratio	
2020	2021	2022	2023	2024	1.8207509330956499	1.5551947303113201	1.5615804280441401	1.6062935934668801	1.5319506478574301	Quick ratio	
2020	2021	2022	2023	2024	1.14986908807309	0.93491307135575497	0.91401237105782196	1.0585176359619699	1.0306271360974399	


Efficiency Ratios

Asset turnover ratio	
2020	2021	2022	2023	2024	1.20456995042035	1.1788074020080399	1.0765387384635501	1.1814837919251899	1.2211972018283399	Inventory turnover ratio	
2020	2021	2022	2023	2024	3.44	3.3627907524156599	2.8433205898416198	2.8268010190235202	3.3512897606605101	


Gearing Ratios

Debt-equity ratio	
2020	2021	2022	2023	2024	0.62875317984941004	0.84942869878129701	0.87835964918817	0.98900067069081199	1.11197544169034	Interest coverage ratio	
2020	2021	2022	2023	2024	26.207454289732802	41.083038869257898	6.6127272727272697	-19.690904893813499	-4.5513240107110997	


Investment Ratios

EPS	
2020	2021	2022	2023	2024	2.77636219678975	0.39368733754177498	3.2039675667165202E-2	-7.6420070011668599	-1.8542325796743599	Return on Equity	
2020	2021	2022	2023	2024	0.123114832062458	1.9210071426241801E-2	1.51635954486859E-3	-0.54906103286385	-0.15694458051663901	


Cash Flow Ratios

Operating cash flow ratio	
2020	2021	2022	2023	2024	0.40884630382708498	0.18581833781545901	5.04728072323107E-2	0.15631593317943801	9.3637667334213595E-2	Cash ratio	
2020	2021	2022	2023	2024	0.31838337697064201	0.28051958835169999	0.30830634767384402	0.26529029215379701	0.169201028485511	



Cash Operating Cycle

Inventory days	
2020	2021	2022	2023	2024	106.105202954218	108.540800446118	128.37103255399401	129.12122131825299	108.91329191662101	Receivable days	
2020	2021	2022	2023	2024	76.857950478297695	78.396473083533607	75.552675167802505	97.744929921490197	105.542280040215	Payable days	
2020	2021	2022	2023	2024	69.290424338083696	78.952777272239402	66.719284227025099	64.469614149403697	93.601705324242999	Cash Operating Cycle	
2020	2021	2022	2023	2024	113.672729094432	107.984496257412	137.20442349477199	162.39653709033999	120.853866632593	


IAT

A	Payback Period	ARR	NPV (£ million)	PI	IRR	3.4	7.0000000000000007E-2	1.32	1.03	0.1133	B	Payback Period	ARR	NPV (£ million)	PI	IRR	5	0	-7.26	0.76	0	C	Payback Period	ARR	NPV (£ million)	PI	IRR	3.6	0.1	4.2300000000000004	1.08	0.12720000000000001	
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