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[bookmark: _Toc217253861]Introduction
Financial resilience is one of the factors that define corporate survivability in a world where competition is global and technological disruption is the order of the day (Zahedi, Salehi and Moradi, 2021). General Electronics is a multinational corporation in the consumer electronics industry, which is now undergoing a critical financial crisis, as shown by operating losses, shrinking sales as well as worsened liquidity (General electronics, 2021). Bringing in as the Chief Financial Officer (CFO) the first task is to identify the financial vulnerabilities of the firm and develop a strategic turnaround plan that will rejuvenate the firm to profitability, improve the capital structure, and remain sustainable in the long term. The report offers a full financial management report in the last five years, using the major ratios analysis and models of corporate failure prediction like the Altman Z- Score to examine the financial health. It also investigates the efficiency of working capital management, suggests specific reforms to enhance the liquidity situation, and elaborates on strategic restructuring to solve the leverage issue, equity issue, and the international market risk. Last but not least, the report determines the evaluation of future capital projects by the use of tough investment appraisal methods NPV, IRR, ARR, PI and Payback in a capital rationing limit.
[bookmark: _Toc217253862]1. Financial Health Check
[bookmark: _Toc217253863]1.1 Profitability Analysis
The profitability ratios show that there has been a steep and continued decrease within the five years of the period. Gross Profit Margin (Figure 1) did not show a significant difference (at about 28 percent), so the cost of direct production was controlled efficiently, showing that declining sales were controlled. Nonetheless, Operating Profit Margin dropped to the level of -3.9% (2024) against 6.1% (2020), and Net Profit Margin has dropped to the level of -6.1 against 6.3%.
The Return on Assets (ROA) decreased to -7.4 percent and Return on Equity (ROE) decreased to -15.7 percent (appendix 1) as it went down showing shareholder value being destroyed rather than created. The implication of these results is a lack of cost discipline, declining demand, and cannot proportionally reduce overheads to the shrinking of revenues.
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Figure 1. Trend in Gross and Net Profit Margins of General Electronics (2020–2024).
One of the positive aspects is that General Electronics did not lose its gross margin - it is an indicator that the efficiency of the manufacture process and control over the costs of suppliers is rather high. The key risks are associated with the growing fixed costs, lessening the purchasing capacity, and decreasing operating leverage. The sharp decrease in profitability, especially since 2022, is an indication that the company requires immediate operational restructuring, as it will help to revive margins and investor confidence (Fadillah et al., 2024).
[bookmark: _Toc217253864]1.2 Liquidity Analysis
Liquidity analysis shows average though declining short term solvency. Current Ratio has decreased to 1.53 (2024) (the previous was 1.82) and Quick Ratio dropped to 1.03 (1.38) which is above the critical value of 1.0 but decreasing (Figure 2). The decline is a sign of declining cash reserves (reduced to £27bn by the end of 2010) and reduced turnover of receivables and inventories.
The firm has had a decline in its liquidity buffer to the extent that the current assets are still higher (£242bn in 2024) than current liabilities (158bn in 2024). The core of the strength lies in the fact that General Electronics is able to cover short-term commitments, but the continuous weakening suggests the susceptibility to external shocks or unexpected cash outflows.
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Figure 2. Trend in Current and quick ratios of General Electronics (2020–2024)
These pressure on liquidity are also noted in the Operating Cash Flow Ratio that has declined to 0.09 (0.41) (appendix 1) meaning that the company now is able to generate only 9 percent of its current liabilities using operational cash per year which is a significant red flag of a possible working-capital strain. This decline shows an inability to manage cash, increasing reliance on external funding, and a lack of self-funding operations capability (Rashid, 2018).
[bookmark: _Toc217253865]1.3 Efficiency Analysis
The efficiency ratios demonstrate that assets and working capital utilisation deteriorates. Asset Turnover was generally stagnant (=1.2×), however, the actual stability conceals inefficiencies: both inventories and receivables went up as sales fell. The Inventory Turnover decreased by 3.6x to 3.5x which means that there is low movement of stocks and poor demand. Turnover of Receivables reduced to 3.46x to 4.75x which indicates fewer strict credit terms or late collections (figure 3).
The operational efficiency is an area of relative strength as the company has not lost its production capacity, but the asset productivity is decreased. The most important threat is a long-term cash conversion cycle - something that is a major problem, and will force us to take specific working capital adjustments in Section 2. Continued inefficiency in the sales-to-cash flow conversion increases the liquidity and solvency risk already analyzed (Rashid, 2021).
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Figure 3. Trend in inventory and asset turnover of General Electronics (2020–2024)
[bookmark: _Toc217253866]1.4 Gearing and Solvency Analysis
Debt to equity has been growing dramatically. The Debt-to-Equity Ratio increased to 1.11 compared to 0.63, i.e. the company is now more debt capital-financed than equity-capital-financed. Simultaneously, the Operating Cash Flow to Debt Ratio has decreased by 0.37 to 0.09, and Interest Coverage has declined to -4.5x -11.1x, which proves that operating profits are not enough to finance interest payments (Figure 4).
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Figure 4. Trend in debt to equity ratio of General Electronics (2020–2024).
The previous benefit of the company, the conservative use of capital, has been substituted by the hazardous over-leverage. Heightened dependence on the short-term borrowings and deterioration of profitability have augmented the default risk. Sustainability of debt has been a matter of concern: unless it is restructured or recapitalized then the company is at risk of violation of debt covenants.
In terms of financial management, it is an indicator that it is urgent to deleverage and reinstate equity to limit the risk exposure (Fikri and Yolanda, 2023).
[bookmark: _Toc217253867]1.5 Cash Flow Analysis
The above-mentioned liquidity and solvency issues are highlighted by the cash flow performance.
· Operation Cash flow (OCF) decreased by almost 80% (between 73 bn and 15bn).
· Operation Cash Flow ratio decreased by 0.41 to 0.09, which indicates that the operations barely meet the short-term liabilities.
· Cash Flow to Debt Ratio decreased 0.37 down to 0.09 and indicated an increase in financial risk.
· Cash Margin has declined to 3.8% as compared to 11.9% and it shows a poor turnover of the sales into cash.
· Free Cash Flow Margin reduced to 1.6 as compared to 9.2 indicating that there is low capacity of reinvestment (appendix 1).
The capacity of the firm to raise internal funds has worn out. The cash reserves have decreased by over fifty percent and the free cash flow has only become marginally positive essentially because of lower spending on capital expenditure. The trend shows that there is pressure on short-term solvency and the long-term investment capacity is crippled.
Although the generation of positive OCF in 2024 continues to be a strength left over, the negative trend indicates that liquidity management and recovery of operational cash is urgent (Soboleva et al., 2018).
[bookmark: _Toc217253868]1.6 Investment Performance Analysis
The investment ratios indicate poor shareholder value and capital efficiency. The Return on Invested Capital (ROIC) has decreased to -4.5% (2024) compared to 7.3% (2020) which proves that General Electronics is not creating value anymore, it destroys it. Negative ROIC indicates that after tax operating profits are not enough to meet the cost of capital (Figure 5).
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Figure 5. Trend in Investment Ratios of General Electronics (2020–2024).
Earnings per Share (EPS) decreased to allowable net losses of such value in 20232024 (-1.85), which was lower than the position of 2.78 in 2021 (appendix 1). Such losses have reduced the investor confidence and no dividends are paid and the Dividend Payout and Cover Ratios are virtually zero. Under negative earnings the P/E Ratio cannot exist and this means that there would be severe market devaluation in the case of publicly traded.
On the side of an investor, this is a total failure on the profitability and confidence that the management can bring forth returns. The cost restructuring and capital reallocation will be significant in restoring the market credibility and shareholder value (Zatrochová and Zatrochová, 2023).
[bookmark: _Toc217253869]1.7 Corporate Failure Prediction (Altman Z-Score)
The Altman Z-Score is a rather time-tested tool in predicting corporate default, which was computed on the given financial results in 2024.
The firm has a Z-score of 2.19 (appendix 1), which is in the grey zone as there is a high possibility of financial distress in 1-2 years. This is supported by the drastic decrease in historical solvency ratios. The company might end up in the distress zone (less than 1.8) indicating likely default unless corrective restructuring is adopted.
Generally, General Electronics is not in an insolvent situation but rather in a financial distress. The company has remaining liquidity and operating capability and this gives it a basis of turnaround. But profitability, solvency and investor confidence are at a very low level.
The financial evidence shows that there is an urgent need of:
1. Cost realignment on operations to regain profitability.
2. Releasing liquidity by working capital optimisation.
3. Reduction of debts or injection of equity to stabilise capital structure.
4. Tactical investment evaluation to restore sustainable returns (Altman et al., 2017).
[bookmark: _Toc217253870]2. Working Capital Management Analysis
[bookmark: _Toc217253871]2.1 Assessment of the Cash Operating Cycle (CCC)
Cash Conversion Cycle (CCC) is the duration of time, which is required of cash invested in operations to be converted into the cash inflows. Asman et al. (2022) state that it is the efficiency of the cash management process at the firm and can be computed as:
CCC=Accounts Receivable Days + Inventory Days -Accounts Payable Days.
Based on the 202024 data, the CCC of General Electronics had a range of 108 to 140 days with an average of about 120 days, significantly more than the 4560 days that is an industry standard in the consumer electronics industry.
The trend indicates a long and volatile cash operating cycle. The cycle lasted more than 30 days between 2020 and 2022, mostly because of high inventory and reduced customer collections. Although there has been a small increase by 2024 (114 days), the recovery is still not enough to rejuvenate the liquidity.
· Accounts receivables days grew to 105 days (appendix 2) indicating that the company is now taking more than three months to get cash in the company coffers through its creditors, which is a primary indicator of poor credit management.
· Inventory Days were close to 100-130 days, which means that the stock was held excessively, and the inventory was managed inefficiently.
· Accounts Payable Days increased to 94days (appendix 2), which means that it is taking the firm a bit longer to pay its suppliers and this is a short-term solution to conserve cash.
In general, the CCC of General Electronics is too long, and this fact indicates that the company holds a lot of cash in the operating cycle. This long conversion period is the reason why the Operating Cash Flow Ratio decreased to 0.09 (see Section 1), and the liquidity reserves were depleted.
[bookmark: _Toc217253872]2.2 Diagnosis of Working Capital Inefficiency
Nicolas (2021) argue that inefficient management of working capital occurs when the current assets are not delayed in the most suitable way in relation to the short-term liabilities. In the case of General Electronics, the inefficiency can be observed in the following three areas:
Large Receivable Days: indicated loose credit policy and lax collection policy. This postpones the inflows, exposes more to bad debts and requires additional external funding.
Too Much Inventory: implies either an overproduction or bad sales forecasting. Large inventories raise cost of storage and risk of obsolescence but do not enhance profitability.
Supplier Payment Delays - lengthening AP Days (now 94) offers short-term liquidity at the cost of worsening supplier relationships and could lead to a lack of credit.
These problems have come together to cage cash in operations and have increased CCC and reduced operating cash flow.
[bookmark: _Toc217253873]2.3 Strategies to Improve Liquidity through Working Capital Reforms
1. Enhancement of Receivables management: Receivable days may be reduced through tightening of credit management and enhancing collection systems:
· Use credit-scoring facilities to assess the risk of customers.
· Proffer incentives on early-payment (e.g., 2/10 net 30) to speed up cash inflows.
· Go paperless with the automation of electronic invoicing and reminders.
· Implement a special receivables management department that promotes the collection of debts.
In fact, according to Reyad et al. (2022), any reduction in the number of days in the receivable by 10 can free up up to 3% of total sales in the cash flow.
2. Optimise Inventory Levels: Inventory levels are to match the actual requirement with the help of the following tools:
· Just-in-Time (JIT) systems to reduce holding and carrying costs.
· ABC analysis so as to concentrate control on high value and high turnover items.
· Real-time analytics to prevent overproduction and demand forecasting.
General Electronics may release a large amount of cash in stock by reducing inventory days to approximately equal 80 and enhance its liquidity and profitability.
3. Manage Payables Strategically: Although the extension of payment to suppliers has helped the company boost its liquidity in the short-term, too many delays may destroy long-term supplier relationships. Better still, a more strategic method is to:
· Formally negotiate, and not unilaterally delay, longer terms of credit.
· Implement supply-chain financing (reverse factoring), in which suppliers are paid at a low price by the bank earlier than the company, who then pays at a later date at a higher price.
Also, ensure that ethical standards of payments are met in order to maintain corporate image of the company.
4. Increase Cash Flow Forecasting
· Conduct a developing 13 weeks cash flow projection to determine the liquidity lapses before they occur.
· Implement cash-flow analytics in enterprise resource planning (ERP) system to have real-time visibility.
· Such actions will guarantee active liquidity management and less dependence on the more expensive external financing.
When properly put in place, these reforms would reduce the CCC to about 7080 days, enhance the existing ratio and reestablish a sustainable operating cash flow that is positive (Atrill, 2019).
[bookmark: _Toc217253874]2.4 Comparison of Short-Term and Long-Term Financing Options
Liquidity management does not just concern how much the business is efficient but it also concerns the way that working capital is financed. Firms are required to make decisions between the short term sources (due to temporary fluctuations) or long term sources (due to long term requirements of working-capital) (Nicoleta Barbuta-Misu, 2014).
Table 1: Comparison of different financial options
	Financing Type
	Examples
	Advantages
	Disadvantages
	Best Use Case

	Short-Term Financing
	Bank overdrafts, trade credit, factoring, commercial paper
	High flexibility; low cost for short-term needs
	Refinancing risk; interest-rate volatility
	Cover temporary working-capital gaps

	Long-Term Financing
	Term loans, equity injection, retained earnings, sale-and-leaseback
	Stable funding; improves liquidity and credit rating
	Higher cost of capital; less flexibility
	Finance permanent working capital and restructure debt


In the case of General Electronics, further short-term borrowing is risky due to its high gearing (Debt-to-Equity 1.11) and decreasing profitability. So, it would be advisable to use a hybrid solution:
· Relies on short-term facilities (e.g. revolving credit, factoring) to handle seasonal liquidity pressures.
· Find a moderate equity infusion or convertible debt to restore the permanent working-capital base without excessive leverage.
This strategy is flexible and at the same time stable in terms of finances, this is in line with the theory of pecking-order that places internal financings ahead of external debts.
The working capital management of General Electronics has been inefficient as it has a long cycle of converting cash to cash and it has invested a lot on receivables and inventory. These inefficiencies have sucked the liquidity, diminished cash flow, and augmented dependence on external debt.
[bookmark: _Toc217253875]3. Strategic Financial Restructuring Plan
[bookmark: _Toc217253876]3.1 Objectives of Financial Restructuring
The main aim of the restructuring is to attain financial salvation and regain market trust. In particular the General Electronics needs to maintain its financial leverage to a sustainable position, optimise its liquidity by optimising its asset base, increase shareholder value and restore its operating nimbleness to remain globally competitive. These goals are consistent with the principle of shareholder wealth maximisation according to which managerial decisions must be made with the long-term value creation and not with a short-term survival in mind (Inese Mavlutova, 2012).
The restructuring plan should stabilise cash generation, restore balance sheet strength and re position the company strategically in the global consumer electronics market given that the company is experiencing a fall in Altman Z-score (2.19) and negative cash flow and waning profitability.
[bookmark: _Toc217253877]3.2 Divestiture of Non-Core or Underperforming Assets
Divestiture is a short-term practical approach to the release of funds and better focus. Through divestment, firms are able to focus on core competency, increase efficiency as well as decrease asset base in order to increase the return on invested capital (ROIC). In the case of General Electronics, some of its product lines like household appliances or low-margin consumer products might be sold or spin-off.
These divestments would create up to 10-15 billion of proceeds which can be utilized to pay off debt or invest in high growth products such as smart devices or renewable technology pieces. In addition to the benefit of liquidity, the divestiture would cut the fixed costs and simplify the cost base, with operating margins as a direct benefit. There is empirical data to support that focused companies tend to perform better than diversified companies because of better managerial efficiency and capital allocation discipline (Berk and DeMarzo, 2019).
Nonetheless, divestitures also have risk associated with them where they can lose diversification gains as well as gain market share unless they are executed strategically. Thus, the sale of assets must focus on those that are not core or those that have been running at a continuous loss and make sure that the divestiture strengthens, and not weakening the long term strategic position.
[bookmark: _Toc217253878]3.3 Merger or Strategic Alliance
A more medium-term path to enhancing competitiveness and economies of scale is provided by a merger or strategic alliance. Any merger may produce synergy due to shared resources, integration in terms of R&D, and entry into new markets, especially in cases where companies have complementary strengths. In the case of General electronics a cross-border merger of a mid-sized technology or component company would create production efficiency, supply chain logistics and innovation capacity synergies.
Another option is to form a strategic alliance, e.g., joint venture or licensing deal, which would result in such advantages with reduced capital intensity and reduced integration risk. This would enable the company to venture into the new markets or new areas of technology without anything much debt funding.
Although these types of collaborations may enhance profit and operational flexibility, some challenges such as cultural integration, alignment of governance and execution after the merger exist. Therefore, there should be merger or alliance strategies that are only sought after financial stabilisation, with proper due diligence and risk assessment systems (Ngwakwe, 2024).
[bookmark: _Toc217253879]3.4 Equity Injection and Recapitalisation
The equity recapitalisation is likely to be the most vital component of a sustainable restructuring plan of General Electronics. Due to the high gearing ratio of the company and the decreasing profitability, it cannot continue to use debt financing. As per the pecking-order theory formulated by Myers and Majluf, companies ought to raise new equity when they lack inside sources of funds and extra debt would increase the risk of bankruptcy (Abdeljawad and Jaradat, 2025).
Moderate equity capital injection, which is likely to have a significant beneficial impact on solvency and working capital, is a medium-sized capital injection of between 20 and 25 billion £, which can be raised through a rights issue or a private placement to the institutional investors. Through the ensuing debt reduction, the debt would be less, and the payment of interest would reduce, leading to the improvement of the Altman Z-score, as well as investor confidence would be restored.
As much as the issuance of new equity will dilute the ownership of existing shareholders in the short term, long-term gains are high. Enhanced liquidity, less risk of default and the ability to reinvest again would result in share price growth and, thus, recover shareholder value. Besides, a joint venture with a strategic investor, e.g. a sovereign wealth fund or a private equity firm, might be a way to provide not only capital but also management skills to aid the turnaround process.
[bookmark: _Toc217253880]3.5 Debt Restructuring
Concurrent with the equity injection, General Electronics needs to seek an orderly renegotiation of debt to ease the pressure in the short term. Debt restructuring is the process of negotiating the terms with lenders to lengthen the maturity, lower the interest rates, or turn some of the debt into equity. The company will be able to relieve the strain on cash flow by negotiating longer repayment periods and reduced financing costs that would enhance its solvency in the long term.
Some of the high-interest short-term outstanding borrowings might be substituted with medium-term fixed-rate loans, and the volatility in the interest burden would be lowered. Moreover, a modest portion of a debt-to-equity conversion would also degear at the same time, and will be a good indicator to its lenders that it has a bright future. This is a balanced strategy that strikes the balance between the short-term goal of providing liquidity relief and the long-term goal of optimising capital structure (Dvorkin et al., 2021).
[bookmark: _Toc217253881]3.6 Comparative Evaluation of Restructuring Options
Equity recapitalisation is one of the analysed strategies that offers the best basis on which solvency can be recovered and shareholder value restored. This is complemented by divesting cash and improving strategic focus, and debt restructuring improves short-term liquidity. Merger or alliance plans are also good but need to be thought of after having achieved financial stability.
A combination of these three fundamental actions, which are the infusion of equity, debt restructuring, and selective divestiture is a comprehensive program. The combination strategy would overcome all the severe weaknesses of General Electronics in terms of liquidity, leverage, and operating focus at the same time. It also compliments the global expansion goal that the firm has as it provides it with a leaner and more financially robust base (Ang and Lambooy, 2022).
[bookmark: _Toc217253882]3.7 Impact Assessment
The effect of this combined restructuring strategy on the most important financial aspects is enormous. To begin with, shareholder value will be restored since the cost of equity will be decreased by lower financial distress and the price-to-earnings ratio will improve with time. Though the equity issue will dilute the early returns, a better profitability and dividend payout will increase the returns of the long-term investors.
Second, the debt structure will be more sustainable as the debt-to-equity ratio will decrease, and it is expected to be stable at between 0.7 (which is within the optimal range in the industry). Reduced leverage will enhance credit ratings, lower the cost of borrowing and reopen long-term capital markets.
Third, the level of operational flexibility will be increased significantly. The reduced debt service needs and enhanced cash flows will enable General Electronics to invest in innovation and supply chain efficiency and marketing. Such dynamism is also essential in order to compete in the fast-changing global electronics industry where product development cycles and customer tastes change rapidly.
[bookmark: _Toc217253883]3.8 International and Ethical Considerations
A good restructuring plan should be executed keeping in mind the international financial risks and ethical liability. The aspect of taxation is important in the process of making decisions on divestiture and mergers because capital gains tax and cross-border taxes may play a significant role on the net proceeds. The strategic tax planning must be able to comply with the international transfer pricing and anti-avoidance regulations and the effective tax rate of the group needs to be optimized.
Another major aspect is the currency risk, considering that the firm is a multinational. When not hedged by either natural hedging or forward contracts, exposure to volatility in the exchange rate may undermine gains of restructuring (Akbar et al., 2022). Stabilisation of cash flows will involve the maintenance of revenues and costs in the same currencies wherever possible.
The inflationary pressures also pose a challenge in management of the debt because the cost of financing is escalated due to the rise of the interest rate. This exposure can be reduced by a balanced capital structure that consists of fixed-rate long-term debt.
It is morally right that General Electronics should observe corporate social responsibility during the restructuring process. The minimization of costs and divestitures must not result in the unethical labour practices, the lack of observation of the community commitments. Openness in communication with staff, suppliers and shareholders is the key to ensuring trust. The inclusion of CSR in financial decision-making process enhances the reputation and stakeholder retention in the long-term, which is part of sustainable recovery (Yusif and Hafeez-Baig, 2024).
[bookmark: _Toc217253884]3.9 Implementation Roadmap
The restructuring plan needs to be implemented at stages. First, the company needs to strike a deal with lenders to re-structure current debt and stabilise short term liquidity. After the short-term solvency has been established, equity issues and selective divestiture can be used to cut the leverage and finance working capital. General Electronics can then engage in strategic relationships or mergers in an attempt to grow and be competitive. Implementation should be guided by clear milestones, governance oversight and performance measures to ensure transparency and accountability.
General Electronics is a company that is at a crossroad in its corporate life cycle. The years of financial troubles the company has experienced due to over leverage, poor liquidity and inefficiency in its operations requires a clear and well planned intervention. An equity injection, restructuring of debts and selected divestiture offer the best and most ethical path to recovery.
4. [bookmark: _Toc217253885]INVESTMENT APPRAISAL AND CAPITAL BUDGETING
[bookmark: _Toc217253886]4.1 Proposed investment projects 
[bookmark: _Hlk217253165]The three proposed investment projects are presented below:
Table 2: Proposed investment projects
	Project
	Initial Investment (£m)
	Net Cash Inflows (£m) (Years 1–5)

	A
	40
	10, 12, 14, 10, 8

	B
	30
	6, 6, 6, 6, 6

	C
	50
	5, 10, 20, 25, 15


Analysis of Results (results are presented in appendix 3)
Payback Period (PBP): Project A and C recover their initial investment in four years as compared to Project B which requires five years. In liquidity-constrained companies like General Electronics, payback period should be shorter in order to reduce the liquidity risk. Therefore, Projects A and C can be judged as acceptable in this respect, whereas Project B cannot.
Accounting Rate of Return (ARR): Project C has the highest ARR of 20% (appendix 3) and then Project A has 14% that is easily above the 10% hurdle rate. Project B has 0%, in which accounting profitability is very low. The better accounting returns of the project C suggest that it has a greater potential of asset utilisation and profitability (Atrill & McLaney, 2017).
Net Present Value (NPV): NPV is the strongest metric of decision-making because it is the gain of total value creation (Sinaga et al., 2023). Projects A and C will both have positive NPVs (£1.32m and 4.23m, respectively), a result that will be accepted, whereas Project B NPV (- 7.26m) will be rejected. The NPV of project C is higher, and it implies that the project will contribute more to the shareholder wealth.
Profitability Index (PI): Project C is the one that shows the highest PI (1.08), then Project A (1.03) which means that these projects have a positive net value per pound invested. The PI (0.76) of project B will mean that it is inefficient and will destroy value. In capital rationing, investment prioritisation requires the PI ranking.
IRR: The values of IRR support the NPV results: The Project C (12.72) and Project A (11.33) are above the 10% discount rate, whereas Project B (0) is below. Projects A and C, therefore, satisfy the firm on returns (Bukunmi Oyelakun Oyetola et al., 2025).
[bookmark: _Toc217253887]4.2 Decision Under Capital Rationing
Considering a maximum of 60million investment limit, not everything can be done at the same time. The appropriate choice is one that will maximise NPV across the budget constraint.
An investment in A (£40m) and C (£50m) would be more than that (£90m). On NPV-to-investment efficiency, PI (1.08) of Project C is higher as compared to A (1.03) (appendix 3), which means that C has a better value created per unit of investment. Thus, the Project C should be considered a priority investment.
The budget available is used by C (at 50m) taking 83% of the total amount, which leaves 10m to be spent. The remaining capital is capable of fortifying working capital or offer contingency in the execution of projects in line with the liquidity difficulties facing the company (Khan, 2024).
Project A may be postponed and revisited when the cash reserves enhance with the results of restructuring (as described in Section 3).
[bookmark: _Toc217253888]4.3 Strategic and Risk Assessment
Project C offers the best financial returns, but has a moderate risk because of the fluctuating annual cash flow (£5m -25m). This variability can be as a result of fluctuation in the market demand and technological uncertainty that are common in the consumer electronics industry.
Project A will be less profitable however, it offers stable inflows, which is more predictable. This stability is strategic to a company that is in the process of recovering its losses. The sensitivity analysis however reveals that under moderate conditions that are unfavorable to project C, the project is viable. A 10 percent change in discount rate will decrease its NPV by a little but still it is positive (appendix 3).
Strategically, Project C would support the objective of the General Electronics of repositioning in the high-growth product lines and recovering long-term profitability. It also promotes economies of scale and technology, which are necessary in the global competitiveness (Frigo and Anderson, 2011).
[bookmark: _Toc217253889]4.4 Integration with Financial Context
Financial restructuring initiatives have to be complemented by investment decisions. The recent liquidity and gearing issues of General Electronics (Current Ratio 1.53) demand that new investments will not deteriorate the solvency. The inflows of project C are bigger and delayed; therefore, they coincide with the planned equity injection and debt restructuring in Section 3, which will be a source of funds and distress cash flows.
Additionally, the deteriorating operating margin and cash flow ratios of the company provide them with a reason to invest in the projects that increase efficiency and profitability. The high NPV and IRR of project C will make a direct contribution to the recovery of retained earnings and shareholder equity in the long run (Janabi, 2024).
[bookmark: _Toc217253890]4.5 Ethical and International Considerations
Ethically, investment appraisal should ascertain that financial choices are in line with the stakeholders interests as well as the corporate social responsibility. Projects are to be chosen not only depending on the profitability but also on the sustainability and social impact. The scale of Project C suggests the possibility of the cross-border activity, so it is necessary to comply with the fair labour standards and environmental regulations (Stuart, Bedard and Clark, 2021).
On a global scale, the project will expose the company to currency and inflation risks. The exchange rate volatility can be reduced with the help of efficient hedging by using both natural and financial instruments, and the real returns can be insured by using inflation-indexed borrowing. Proper project management will help to improve the image of General Electronics on the international level and improve its value in the long term (Ngai and Sherris, 2011).
The comparative analysis of the investment shows that Project C is a better financially and strategically appealing project to General Electronics. It has the best NPV (3.2m), IRR (12.72%), ARR (20%), and Profitability Index (1.08), which are higher than the cost of capital of the firm (appendix 3). Project A is a financially viable project but secondary in ranking whereas Project B should be rejected.
[bookmark: _Toc217253891]Conclusion
In summary, General Electronics is in dire financial trouble that needs drastic financial and strategic action. The overall analysis shows profitability, leverage, and liquidity problems decrease. By enhancing working capital management, selective restructuring through injection of equity, and debt renegotiation, and selective divesture, the company will recover its solvency and shareholder trust. The outcomes of investment appraisal show that project C is the best option and it maximises NPV and IRR with the constraints of capital. Together, these efforts offer a financial feasible, globalizable, and ethically sound turnaround model, which will place General Electronics in an equal position to recover sustainably and competitively in the world electronic market.
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Profitability Ratios
Formulas
Gross Profit Margin (%)
Gross Profit Margin=Gross Profit/Net Sales×100
Operating Profit Margin (%)
Operating Margin=Operating Income/Net Sales×100
Net Profit Margin (%)
Net Margin=Net Income/Net Sales×100
Return on Assets (ROA)
ROA=Net Income/Total Assets×100
Return on Equity (ROE)
ROE=Net Income/Shareholders’ Equity×100
Table 3: Profitability Ratios
	Year
	Gross Profit (£m)
	Gross Margin (%)
	Operating Margin (%)
	Net Margin (%)
	ROA (%)
	ROE (%)

	2020
	176,256
	28.67
	6.06
	6.28
	7.56
	12.31

	2021
	173,016
	28.76
	3.87
	0.88
	1.04
	1.92

	2022
	152,292
	28.06
	2.68
	0.07
	0.08
	0.15

	2023
	97,560
	23.20
	-20.29
	-23.36
	-27.60
	-54.91

	2024
	113,994
	28.87
	-3.87
	-6.09
	-7.43
	-15.69


[bookmark: _Hlk217253473]Liquidity Ratios
Formula
Current Ratio
Current Ratio=Current Assets/Current Liabilities
Quick Ratio (Acid-Test)
Quick Ratio=Current Assets−Inventories/Current Liabilities
Table 4: Liquidity Ratios
	Year
	Current Assets (£m)
	Current Liabilities (£m)
	Current Ratio
	Quick Ratio

	2020
	326,843
	179,510
	1.82
	1.38

	2021
	337,146
	216,787
	1.56
	1.09

	2022
	338,040
	216,473
	1.56
	1.12

	2023
	258,851
	161,148
	1.61
	1.08

	2024
	242,494
	158,291
	1.53
	1.03


Efficiency Ratios
Formulas
1. Asset Turnover
Asset Turnover=Net Sales/Total Assets
2. Inventory Turnover
Inventory Turnover=Cost of Sales/Average Inventory
3. Receivables Turnover
Receivables Turnover=Net Sales/Average Accounts Receivable
Table 5: Efficiency Ratios
	Year
	Sales (£m)
	Total Assets (£m)
	Asset Turnover
	Inventory Turnover
	Receivables Turnover

	2020
	614,680
	510,290
	1.20
	3.64
	4.75

	2021
	601,602
	510,348
	1.18
	3.19
	4.65

	2022
	542,751
	504,163
	1.08
	2.79
	4.83

	2023
	420,457
	355,872
	1.18
	3.65
	3.74

	2024
	394,879
	323,354
	1.22
	3.54
	3.46



Gearing / Solvency Ratios
Formulas
1. Debt-to-Equity Ratio
Debt-to-Equity Ratio=Total Debt/Shareholders’ Equity
2. Interest Coverage Ratio
Interest Coverage=EBIT/Interest Expense
Table 6: Solvency Ratios
	Year
	Total Debt (£m)
	Equity (£m)
	Debt-to-Equity
	Interest Coverage (x)
	Operating CF / Debt

	2020
	196,989
	313,301
	0.63
	11.1
	0.37

	2021
	234,399
	275,949
	0.85
	4.2
	0.17

	2022
	235,757
	268,406
	0.88
	1.5
	0.05

	2023
	176,952
	178,920
	0.99
	-19.7
	0.14

	2024
	170,249
	153,105
	1.11
	-4.5
	0.09



Investment ratios
Formulas
1. Return on Invested Capital (ROIC)
ROIC=Net Operating Profit After Tax (NOPAT)/Invested Capital×100
2. Dividend Payout Ratio
Dividend Payout Ratio=Dividends per Share (DPS)/Earnings per Share (EPS)×100
3. Dividend Cover Ratio
Dividend Cover Ratio=Earnings per Share (EPS)/Dividends per Share (DPS)
4. Earnings per Share (EPS)
EPS=Net Income/Weighted Average Shares Outstanding
5. Price-to-Earnings (P/E) Ratio
P/E Ratio=Market Price per Share/Earnings per Share (EPS)
Table 7: Investment ratios
	Year
	Operating Income (EBIT)(£m)
	Tax Rate (% est.)
	NOPAT(£m)
	Invested Capital(£m)
	ROIC (%)
	Net Income(£m)
	Shares Outstanding(million)
	EPS (£)

	2020
	37,267
	12
	32,794
	452,138
	7.3
	38,572
	13,893
	2.78

	2021
	23,253
	12
	20,463
	450,946
	4.5
	5,301
	13,465
	0.39

	2022
	14,548
	12
	12,802
	439,304
	2.9
	407
	12,703
	0.03

	2023
	−85,301
	6
	−80,183
	315,071
	−25.5
	−98,238
	12,855
	−7.64

	2024
	−15,297
	12
	−13,461
	296,571
	−4.5
	−24,029
	12,959
	−1.85



Cash Flow and Market Ratios
Formulas
Operating Cash Flow Ratio
Operating Cash Flow Ratio=Operating Cash Flow/Current Liabilities
Cash Flow to Debt Ratio
Cash Flow to Debt Ratio=Operating Cash Flow/Total Debt
Cash Flow Margin
Cash Flow Margin=Operating Cash Flow/Sales
Free Cash Flow (FCF)
Free Cash Flow=Operating Cash Flow−Capital Expenditure
Free Cash Flow Margin
Free Cash Flow Margin=Free Cash Flow/Sales
Table 8: Cash Flow and Market Ratios

	Year
	Operating Cash Flow (OCF)(£m)
	Current Liabilities(£m)
	Total Debt(£m)
	Sales(£m)
	Capital Expenditure (CapEx)(£m)
	Operating Cash Flow Ratio(OCF ÷ Current Liabilities)
	Cash Flow to Debt Ratio(OCF ÷ Total Debt)
	Cash Flow Margin (%)(OCF ÷ Sales × 100)
	Free Cash Flow (FCF)(OCF − CapEx)
	Free Cash Flow Margin (%)(FCF ÷ Sales × 100)

	2020
	73,392
	179,510
	196,989
	614,680
	16,862
	0.41
	0.37
	11.9
	56,530
	9.2

	2021
	40,283
	216,787
	234,399
	601,602
	17,041
	0.19
	0.17
	6.7
	23,242
	3.9

	2022
	10,926
	216,473
	235,757
	542,751
	21,208
	0.05
	0.05
	2.0
	-10,282
	-1.9

	2023
	25,190
	161,148
	176,952
	420,457
	13,877
	0.16
	0.14
	6.0
	11,313
	2.7

	2024
	14,822
	158,291
	170,249
	394,879
	8,428
	0.09
	0.09
	3.8
	6,394
	1.6



Altman Z-Score
Z=1.2X1+1.4X2+3.3X3+0.6X4+1.0X5
Table 9: Altman Z-Score
	Variable
	2024 Value
	Weighted Component

	X₁
	0.26
	0.31

	X₂
	0.64
	0.90

	X₃
	-0.05
	-0.17

	X₄
	0.90
	0.54

	X₅
	1.22
	1.22

	Z-Score
	2.19
	Grey Zone (High Distress Risk)
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Appendix 2 Working Capital Ratios and Calculations
Formulas
1. Working Capital (WC)
Working Capital=Current Assets−Current Liabilities
2. Accounts Receivable Days (ARD)
Accounts Receivable Days=Accounts Receivable/Average Daily Sales=Accounts ReceivableSales/365
3. Accounts Payable Days (APD)
Accounts Payable Days=Accounts Payable/Average Daily Cost of Goods Sold=Accounts PayableCOGS/365
4. Inventory Days (ID)
Inventory Days=Inventory/Average Daily Cost of Goods Sold=InventoryCOGS/365
5. Inventory Turnover (IT)
Inventory Turnover=Cost of Goods Sold/Inventory
6. Cash Conversion Cycle (CCC)
CCC=Accounts Receivable Days + Inventory Days−Accounts Payable Days
Table 10: Working Capital and Ratios
	Year
	Working Capital (£m)
	Accounts Receivable Days
	Accounts Payable Days
	Inventory Days
	Inventory Turnover (x)
	Cash Conversion Cycle (days)

	2020
	147,333
	77
	69
	100
	3.64
	108

	2021
	120,359
	78
	79
	115
	3.19
	114

	2022
	121,567
	76
	67
	131
	2.79
	140

	2023
	97,703
	98
	64
	100
	3.66
	134

	2024
	84,203
	105
	94
	103
	3.54
	114
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APPENDIX 3: Investment Appraisal Calculations
The investment appraisal follows the conventional formulas:
PBP=Time until cumulative inflows = Initial Investment
ARR=Average Annual Accounting ProfitAverage Investment×100
NPV=n∑t=1 Cash Inflowt/(1+r)t−Initial Investment
IRR=r such that NPV = 0 
PI=PV of Cash Inflows/ Initial Investment
Table 11: Discounted Cash Flow (NPV and PI Calculations)
	Year
	Discount Factor (10%)
	Project A Cash Flow (£m)
	PV (A)
	Project B Cash Flow (£m)
	PV (B)
	Project C Cash Flow (£m)
	PV (C)

	1
	0.909
	10
	9.09
	6
	5.45
	5
	4.55

	2
	0.826
	12
	9.91
	6
	4.96
	10
	8.26

	3
	0.751
	14
	10.51
	6
	4.51
	20
	15.02

	4
	0.683
	10
	6.83
	6
	4.10
	25
	17.08

	5
	0.621
	8
	4.97
	6
	3.73
	15
	9.32

	Total PV Inflows (£m)
	
	
	41.31
	
	22.75
	
	54.23

	Initial Investment (£m)
	
	
	(40.00)
	
	(30.00)
	
	(50.00)

	NPV (£m)
	
	
	1.31
	
	–7.25
	
	4.23

	PI
	
	
	1.03
	
	0.76
	
	1.08


Table 12: Payback Period (PBP) Calculation
	Project
	Cumulative Cash Flows (£m)
	Payback Year

	A
	Year 1: 10; Year 2: 22; Year 3: 36; Year 4: 46
	4 years

	B
	Year 1: 6; Year 2: 12; Year 3: 18; Year 4: 24; Year 5: 30
	5 years

	C
	Year 1: 5; Year 2: 15; Year 3: 35; Year 4: 60
	4 years


Table 13: Accounting Rate of Return (ARR)
	Project
	Average Annual Cash Flow (£m)
	Average Investment (£m)
	ARR (%)

	A
	10.8
	20
	14.0%

	B
	6.0
	15
	0.0%

	C
	15.0
	25
	20.0%


Table 14: Internal Rate of Return (IRR)
	Project
	IRR (%)

	A
	11.33

	B
	0.00

	C
	12.72


Table 15: Summary of Results
	Project
	NPV (£m)
	IRR (%)
	PBP (years)
	ARR (%)
	PI
	Decision

	A
	1.32
	11.33
	4
	14.0
	1.03
	Accept (Secondary)

	B
	-7.26
	0.00
	5
	0.0
	0.76
	Reject

	C
	4.23
	12.72
	4
	20.0
	1.08
	Accept (Preferred)
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