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[bookmark: _Toc216577278]1.0 Introduction
The purpose of this report is to critically examine the financial position of General Electronics, how the firm handles its working capital besides what can be done to the financial structure of the firm to position it more strategically and what can be recommended to invest in the firm. This report opens with a financial health check which is scale of ratio analysis, which determines the profitability, liquidity and efficiency of the firms, trends, strengths and potential threats. It will also include the models of predicting failure as applied in the corporations like the alternatives Z-score in predicting financial stability. The working capital management analysis would be used to determine the cash operating cycle of the firms and would also advise on how to improve the liquidity position as well as the short term and long term financing facilities of the firms to manage the cash flows efficiently. The strategic financial restructuring will consider the possible alternatives such as divestiture, mergers and equity investments, and the impact which it has on the shareholder value, debt structure and flexibility of operations and also the international and ethical factors of taxation and currency risk and CSR are considered. 


[bookmark: _1ipub3bdh0yl][bookmark: _Toc216577279]2.0 Financial Health Check
[bookmark: _qysbsxev3fsd][bookmark: _Toc216577280]2.1 Analyse the Firm’s Financial Statements
Exploring the development and the financial load, it can be observed that the upward and the downward tendency is also present in both 2024 financial statements of the companies (Hasanaj and Kuqi, 2019). The decrease of the profits is also dropping to £394,879m in 2024 compared to £614,680m in 2020 also provides us with a perspective of the decreasing sales during the years. Nevertheless, asset base of this firm has been good because, the Total Assets of £323,354m will be placed in 2024. Nevertheless, the Operating Income of the companies has decreased to -£15,297m and hence positive profitability will be enforced in 2024 (Vipond, 2022). Evidence of increased cost of operation and other interest costs has contributed towards the Net Profit Margin of -6.09. According to the balance sheet, the attachment to debts is increasing and Total Liabilities stands at £170,249m and Debt-to-Equity Ratio at 1.11. The financial position of the companies is jeopardized and the costs, debt and liquidity should be kept in check.

[bookmark: _g2c9gwwz0w1g][bookmark: _Toc216577281]2.2 Ratio Analysis
Profitability Ratios
The 2024 Gross Profit Margin of the firms was 28.87 and it is not a bad performance of efficiency of being able to cover production costs versus the revenue. But the Operating Profit Margin of -3.88 percent is an indication that the operations are not operating efficiently and the operation costs have become extremely high. The negative margin is so that it indicates that the company cannot meet its business undertakings which are immense despite its sales (Ziarko, 2020). Another concern is the fact that the Net Profit Margin is actually at the negative of 6.09% in the year 2024 because this is an indicator that actually, the company is not realizing any profit even after all the expenses have been laid out even with the interest. This loss in profitability, is occasioned by the presence of both heavy cost of operations and the rise in the level of interest that drives the profits of the firms into sharp downfall. 
Liquidity Ratios
The Current Ratio, as stood as at 2024 is 1.53, which implies that the company can settle its current liabilities with its current liabilities which suggests that it is in a fairly good liquid position. The Quick Ratio figure however is a figure that one must take into consideration because the ratio does not take into account the inventory, and thus the company will be at the whims of such liquidity issues in the event the inventory sales reduce (Hasanaj and Kuqi, 2019). The Cash Ratio value 0.09 is quite problematic in the sense that it is used to show that the firm has extremely low levels of cash available to settle the short-term liabilities. It implies that it will depend on alternative sources of liquidity like receivables and inventory to finance its short term liabilities and a liquidity problem in terms of receivables and inventory will become paramount in case funding crisis arises. 

Efficiency Ratios
Inventory Turnover of 2024, 3.37 shows that the firm is fairly responsible in selling its inventory and replacing it at the reasonable rate. Nonetheless, its Accounts receivable turnover of 3.48 would mean that it would require a longer time to collect payments on its customers and this is most likely to create a cash flow problem. This ratio needs to be enhanced in order to speed up the cash collection (Rashid, 2018). The Asset Turnover 1.22 demonstrates the capability of the firms to convert its assets to sales that can be improved by intensive exploitation of assets. On the whole, the performance of the firms in the aspect of its asset management is good yet can be optimized, especially on the aspect of its speed of receivables collection.

Leverage Ratios
This 1.11 Debt-to-Equity Ratio of 2024 indicates that the company is using an enormous portion of debt to finance its operations thereby putting itself at a greater financial risk. The ratio shows that, the companies liabilities are more than 100 times the capital it invested and consequently this means that the companies might find themselves in financial catastrophe in the event the market condition deteriorates or the interest rates starts to increase (Nadar and Wadhwa, 2019). The Debt Ratio of 0.53 of 2024 shows that over 50 percent of the assets of the companies have been funded through the Debt. It is not too high and will imply the reliance on external funding that might be risky in the event that the company will fail to raise capital. To mitigate the risk of debt the company should look at decreasing the level of liability that the company is bearing in terms of debts and increase equity.

Operating Ratios
The cash flow crisis of 2024 cash flow of Operating Cash Flow Ratio of 0.09 implies that the company is facing immense cash flow crisis since the company is unable to offset its short-term liabilities through cash inflows. The ratio is very low as compared to the industry standard, thus indicating that there is a need to optimise the cash management processes of the company (Lee, 2023). Free Cash Flow of £6, 394m in 2024, however, is positive meaning that the company is still generating cash having spent the money on capitalism already. It is an indicator, but when compared to the previous few years, the free cash flow is lesser and it implies that the company may have to curtail its expenditure in capital expenditures and to raise more cash to be utilized to fund the current operations and actually, investments.

[bookmark: _at3kja2v74w4][bookmark: _Toc216577282]2.3 Trends, Strengths, and Threats
The deteriorating nature of the revenue of the company was seen to be decreasing in the following manner since the year 2020 which was £614,680m to the year 2024 which was £394,879m was majorly as a result of lower sales. This loss in revenue and adverse ratios of profitability can be listed among the key points of concern (Grennan and Michaely, 2020). Nevertheless, the high Asset Turnover and Inventory Turnover ratios imply that the companies were able to perform their business activities in terms of inventory and asset management. Nevertheless, the firms which are increasingly depending on the debt Debt-to-Equity Ratio, and Debt Ratio, are also a major menace. This accumulated debt cripples the firm to the financial risk especially in the market that cannot be easily penetrated (Palepu, 2020). Other than this, the Operating Cash Flow Ratio was minimal, and declining, which is an indication that there could be a liquidity issue at hand that must be addressed as quickly as possible. Its effectiveness in its operations is also a strength because the firm has good Inventory Turnover and Asset Turnover ratios. Nonetheless, the greatest risks are declining profitability, expansion of debts and liquidity. To overcome these problems the firm needs to strive to make its activities more profitable and a decrease in debt and better cash flow management.

[bookmark: _yza36v3ds8q1][bookmark: _Toc216577283]2.4 Use Corporate Failure Prediction Models
It is calculated that the risk of the bankruptcy of the firms depends on the 2024 Altman Z-Score which equals 3.19 that lies in the gray area. The score of 2.85 to 2.88 is a moderate risk i.e., the company has not been bankrupt yet, but it is in financial turmoil. In 2022, this score has dropped to 2.88 with colossal decrees in Debt-to-Equity Ratio and decrease in profitability (Rashid et al., 2024). The low Operations Cash Flow Ratio and high excise of debts make it to have a poor Z-score and as such represented that it does not have the potential to generate enough cash to meet its obligations. The two companies have showcased a negative Net Profit Margin and Operating Profit Margin, and this is an indicator of financial woes that are never-ending (Manaseer and Al-Oshaibat, 2018). This is in addition to the fact that in 2024 is not attractive, and on the contrary, this has been unable to cover interest payments on the debt, which causes additional risks on its finances (Palepu, 2020). It would enable the company to stabilize it more financially, less dependent on debt and more professional in its cash flow management such that the probability of its downfall in the long-term would be reduced.


[bookmark: _6ygkoey2jtwa][bookmark: _Toc216577284]3.0 Working Capital Management Analysis
[bookmark: _fk0u4unqpq50][bookmark: _Toc216577285]3.1 Cash Operating Cycle (COC)
The Cash Operating Cycle (COC) of the firm in 2024 will be 115.06 days and this implies that the firm is taking a long time to use its cash in its operations. Although this is better than 132.72 days in 2023, it is still a lengthy cycle, implying that the firm requires optimization of its management of the working capital (Singh et al., 2017). The Inventory Days (DIO) of 103.12 days means that the company is holding inventory exceeding 103 days before it is sold and this affects the cash flow. Equally, Accounts Receivable Days (DSO) of 105.54 is an indication that the company has a slow collection, i.e. it requires a long time to collect the payment of its customers. Granted that the Accounts Payable Days (DPO) of the firm of 93.60 days is not too bad, which permits the firm to prolong the payment of suppliers, the policy may worsen relationships with suppliers when abused. Generally, the management working capital aspect of the company needs to be enhanced, especially in terms of minimising payment collection time and inventory turnover as both of them have a significant influence on the cash flow and liquidity (Charitou et al., 2016).

[bookmark: _7nvtyypiy1tm][bookmark: _Toc216577286]3.2 Liquidity Improvement Strategies.
To increase liquidity, the company would require refocusing efforts on Cash Operating cycle (COC), which is still too long, despite certain improvement. Inventory management is one of the points of improvement. One of the possible ways through which the firm can cut its Inventory Days (DIO) is just-in-time (JIT) inventory systems, enhance demand forecasts, and proactively track slow moving stocks (Ramadan and Morshed, 2024). This would lower the value of capital held up in inventory and enhance the cash flow. The Accounts Receivable Days (DSO) of the firm is also another essential part of improvement as the firm has a fairly high DSO of 105.54 days. To enhance this, the company ought to be stricter to credit policies making customers undergo rigorous credit cheques. Customers can also be encouraged to pay earlier to get an early payment discount which will enhance the cash flow. Besides, the application of automated invoice tracking and follow-up systems may be used to minimise delays in collections and decrease the risk of bad debts.

The firm has a good Accounts paying days (93.60 days) which is generally good but too long supplier payment term might end up straining relations between the firms and the suppliers. The company needs to strive to negotiate more favourable terms of payment rates with suppliers to strike a balance between ensuring a liquidity position and ensuring that it does not harm relations with suppliers (Habib et al., 2024). The moderate course of action will enable the company to remain afloat without worsening its suppliers (Ramadan and Morshed, 2024). Lastly, it will enhance the forecasting of cash flow and the firm will be able to predict the times when cash will be low or when cash surplus will be experienced by the firm. This will permit the implementation of proactive working capital plans by either increasing or decreasing the rate of collections or paying later, depending on the cash status of the company. Provided the firm focuses on these areas, such as inventory management, receivables collection, and payables optimization, the company would be able to release cash, minimise short-term financing and increase its liquidity situation in general.

[bookmark: _m45349ymbtjz][bookmark: _Toc216577287]3.3 Comparing short and long term funding.
In making a choice on either short-term or long-term financing, firms need to have in mind their short term liquidity requirements and long term expansion objectives (Chandler, 2018). The two forms of financing have their own pros and cons, depending on the financial condition of the firm. Short term financing is generally resorted to in order to meet urgent working capital requirements e.g. paying bills or other short-term operating costs like purchasing inventory, covering accounts payable, etc. The flexibility of short-term financing was one of its key benefits (Sun et al., 2021). It can be acquired relatively easily and in a short time, which is the best when dealing with the urgent needs. The interest rates in short term loans are normally low compared to that of long term loans hence they are more affordable in bridging the momentary cash flow shortfalls (Staniewsk et al.i, 2019). Also, with short-term financing, the firm is not obligated to any long-term debt, and hence it is more flexible in making future financing decisions. 

In contrast, capital projects that are capital-intensive are usually financed using long-term financing, including acquiring equipment, increasing operations or financing strategic projects (Sun et al., 2021). The long-term loans will be more stable in the firm in that they are associated with wider repayment time. This assists the company in budgeting its finance in the long term without such strain of reduced debt repayment. In addition, long-term financing tends to have constant interest rate aspects which give certainty when performing repayments to the lender as well as defending the firm against fluctuation of interest rates (Chandler, 2018). The primary drawback of long-term funding is that it is most often associated with a higher-interest rate as opposed to short-term debt. Long-term debt also restrictions of a firm to long term financial commitments, as it decreases its flexibility in the decision to manage financial decisions in future. The company also has a chance of restrictions or covenants being imposed on long term loans that might restrain the operations or financial freedom of the firm. 


[bookmark: _60mjpbwa2ibs][bookmark: _Toc216577288]4.0 Strategic Financial Restructuring Plan
[bookmark: _5p1ekmwyumy7][bookmark: _Toc216577289]4.1 Financial Restructuring Options
Following an analysis of the financial statement of the firm, a number of strategic financial restructuring alternatives can be advised to enhance its financial standing and survival in the long-term perspective (Colliard and Gromb, 2018). These alternatives are meant to solve the issues of the firm, including large amounts of debt, deteriorating profitability and liquidity.

Divestiture
A divestiture refers to the process of disposing non-foundational assets or business units which do not add much value to profitability or growth strategy of the firm (Vidal, 2021). This will give instant cash flow that could be utilised to eliminate debt or invest in the business sectors. The firm can make operations lean and enhance financial performance through concentrating on the most lucrative segments. Divestiture would enable the company to dispose of assets in a relatively short period of time, which can be utilised to settle down high-rate debt, and this would enhance the Debt-to-Equity Ratio and financial stability of the firm (Feldman and Sakhartov, 2022). Getting rid of non-core assets would also enable the firm focus on its core business, which enhances efficiency and profitability. Sale of assets might decrease market share of the firm in certain regions and sourcing of appropriate buyers to the non core assets would require time. 

Merger or Acquisition
Such acquisition or merger of a complementary business may assist the firm to get market share, more diversification of revenue streams, and enhanced performance in operation (Thelisson, 2022). Ventures out with a company in the same or related industry would also result in synergies such as cost reduction or common resources or availability of new technologies. The merger may have a big opportunity to expand the market and the operational capacity of the firm and thus result in economies of scale and increased profits. The customer base, intellectual property and market knowledge of the acquired firm would be of benefit to the firm. Mergers are also associated with the risks of integration such as cultural differences, challenges in operations and the risk of inefficiencies in the course of integration.

Equity Injection
An equity injection, which is the way of introducing new capital, deals with the issuance of new shares to the existing and new investors. This would help fund debt, invest in growth or increase liquidity (Colliard and Gromb, 2018). Through the growth of equity, the company can minimise its dependency on debt and decrease its Debt-to-Equity Ratio and this would enhance its financial flexibility and risk profile. This alternative comes with a solution that is long term to ensure that the firm will not have problems with its liquidity (Rahman, 2020). A capital injection would enhance the balance sheet of the firm and that would offer it more resources to use in strategic investments or growth. The effects of equity injection include dilution of the already existing shareholders which lowers their control of the company. Also, such a process of raising funds might be challenging when the situation in the market is not favourable or when investors doubt the future of the firm.

Debt Restructuring
Debt restructuring entails negotiating with creditors in decreasing the number of all-debts, and increasing the time of repayment or lowering the rate of interest (Thelisson, 2022). This would get the firm out of a short-term situation and enhance short term cash flow enabling it to concentrate on areas of improvement in its operations (Vidal, 2021). Restructuring the debt would be a relief in terms of immediate financial pressures as it would lessen the servicing debt obligations at the firm. This would assist the firm to release cash flow which could be invested back to the operations or to cover other liabilities (Feldman and Sakhartov, 2022). Reorganising debts can hurt the relationship between the firm and the creditors and increase the future interest rates of borrowing. Also, it can have complex patent or regulatory issues with regards to renegotiating terms of debts.

[bookmark: _mxvmsqo8c1p][bookmark: _Toc216577290]4.2 Evaluate Impact on Shareholder Value, Debt Structure, and Operational Flexibility

Table 1 Evaluation of Impact.
	Restructuring Option
	Impact on Shareholder Value
	Impact on Debt Structure
	Impact on Operational Flexibility

	Divestiture
	Reduction in asset base in the short term, although long-term value can be greater because attention will be paid to profit making units (Wang, 2024).
	Short-term decrease of debt through asset sales proceeds, and enhancing leverage ratios.
	Lowers the level of complexity in operations and enables the organisation to have a better focus on the key areas of the business.

	Merger/Acquisition
	Value creation potential by expanding in the market and synergies. May may be diluted in case of new equity issue.
	May would lead to increased levels of combined debt post merger in case the acquiring firm is more indebted, but there could be synergies that would help to service the debt better.
	Grows in scale and capacity of operation but comes with integration issues (Ritchken and Wu, 2020).

	Equity Injection
	Short term dilution of shareholder value, but long term might improve as balance sheet gets stronger and opportunities to grow.
	Reduces dependence on debt, enhances financial soundness and minimises chances of default.
	Improves operational flexibility through minimised financial constraints, which allows it to invest on key areas.

	Debt Restructuring
	Greater shareholder value may occur because of less financial distress and greater profitability through enhanced cash flow.
	Debt obligations are minimised in the short term and may enhance ratio of interest coverage. Long-term debt remains (Wang, 2024). 
	Gives greater flexibility to operations by alleviating financial burden at the cost of potential borrowing.



[bookmark: _gju3fu386gkt][bookmark: _Toc216577291]4.3 International and Ethical Considerations
Taxation: Tax policies of different jurisdictions are never the same and therefore it could influence the overall utility of any avenue of pattern of restructuring (Dubrovski, 2021). An example of debt financing would typically lead to elimination of interests, leading thus to decrease in taxable income and yet the same can be negated in injecting some equity. The issue of taxation when consolidating or acquiring in another country particularly the cross-border acquisition should be taken into consideration by the company.

Currency Risk: The massive effect on the value of the deals could be experienced in international merger or acquisition where currencies are themed (Tiwary, 2019). As a contingencies/occurrence, the company might be affected by change in exchange rates on its profitability, transfer of money and value of assets in the various countries the firm conducts its business. One of the methods that can be used to counter these effects of these currency risk is the hedging.

Inflation: It might destroy the purchasing power of the revenues and assets of the companies and affect the real estimated prices of the reorganizing plans (Igwe, 2023). Taking the example of using the debt financing, it will cost a lot to finance in an inflationary environment as the interest rates will be increasing. The divestiture will be good in the inflationary markets where the company can concentrate on the most profitable parts which cannot be easily influenced by the inflation.

CSR: The corporation is a corporation that cannot afford to ignore its social responsibility in its endeavor to make any form of restructuring strategy . In reference to the divestiture, it may potentially lead to loss of employment in instance of a sale of a portion of the business which would be detrimental to the reputation of the firms. The same case applies when the mass is subjected to scrutiny by a merger or an acquisition that may result in job loss or the new entity that results, that is, new company is poor in terms of its business conduct (Dubrovski, 2021). The company should make sure that its structural redesigning change would be in line with its social responsibility obligations that are responsible sourcing, fair labour and environmental protection.



[bookmark: _22xt2zu0730][bookmark: _Toc216577292]5.0 Investment Appraisal and Capital Budgeting
[bookmark: _td9dmpxye803][bookmark: _Toc216577293]5.1 Comment on Project Assessment
Project A
Project A has a substantial financial outlook with Payback Period (PBP) of 3.4 years since the initial investment would be recuperated not too fast. ARR = 7 implying that the project is performing well in the regard of good earnings being made on the investment. The NPV of £1.32 million demonstrates that the project will become an addition to the company and offer it a great financial pay-off. The other reason that makes this justifiable is the Profitability Index (PI) of 1.03 that shows that the value generated by the project is higher than the amount spent on this project. Moreover, IRR of 11.33 is large in contrast to the cost of capital of the companies (supposed to be, approximately, 10%), which is high returns (Kenton, 2024). Project A would also be a good investment since it has a medium PBP but there is a balanced risk and reward ratio and profitability and liquidity of the project are very stable. It can be said that project A is a candidate of interest due to the combination of acceptable PBP, favorable NPV and favorable IRR.
 Table 2 Project Overview
	Metric
	Project A
	Project B
	Project C

	Initial Investment (£m)
	40
	30
	50

	PBP (Years)
	3.4
	5
	3.6

	ARR (%)
	7%
	0%
	10%

	NPV (£m)
	1.32
	0
	4.23

	PI
	1.03
	0.76
	1.08

	IRR (%)
	11.33%
	0%
	12.72%




Project B
Project B has the Payback Period (PBP) of 5 years that is notable against the other projects and hence, and late recovery of a start-out investment. The ARR is 0 and it implies that the project is not actually profitable at all, in the course of the analysis. In addition, NPV = GBP0, that is, the project will not create or destroy any value. Index profitability (PI) = 0.76 which means that the project is not as valuable as the initial investment. The IRR of 0 implies that the returns of the projects will match the cost of the capital and hence would not make it an economical method of financing. This is a high risk in this project in the sense the risk is not as demanded given that its payback period is not fast and is non-profitable (Oki and Sivaruban, 2016). However, to the extent that Project B can be incorporated to diversify the portfolio, the financial performance and the high uncertainty tied to the project stemming in the delay of the cash flows suggest that such a project should be disqualified among the best priority to be invested in.

Project C
Project C has a better potential that brings a high potential return of Payback Period (PBP) of 3.6 years which is a good duration as compared to project A and ARR of 10 is a good profitability and NPV of £4.23 million is a lot higher as compared to project A hence will qualify to be a better project in terms of cash generating. The PI of the Profitability Index PI is 1.08 that indicates that project value is projected as value of higher investment; thus indicates that it reveals the profitability. The IRR, of 12.72 is also relatively high when compared to the cost of capital and is a negative indication that the project will get a large amount of returns. The difference between the PBP of the Project C and project opportunities is a small number, which makes it the most appropriate investment choice. It is a good candidate because it has a high NPV, a high PI, and a high IRR as it entails a higher start-up cost.

[bookmark: _pe029y7kkpq][bookmark: _Toc216577294]5.2 Final Investment Recommendation
It is imperative that the capital investments identified as being of the best in-return in this limit of capital rationing of a £60 million investment upper limit (Kenton, 2024). The initial capital in the three of the suggested projects is £40 million, £30 million and £50 million. Our overall budget amount is £60 million, and, in that respect, we are not able to choose the combinations of projects of the bigger amount than GBP 60 million.

The remaining mix up unit up to the budget of £60million shall be comprised of the Project A (£40m) and Project B (£30m) that will make up a total of £70million. Project B, in its turn turns out deficient in financing. Project B is not producing the value or amount of value based on ARR of 0, NPV of 0 and the of 0. This makes project B a poor investment yet it has a lesser start-up cost. Project C (£50m) and Project A (£40m) is the most ideal one to employ but that amount is higher than the minimum of 60 million. Project C that has the NPV, ARR and IRR of £4.23 million, 10 and 12.72 present a much better chance of investment when the project is compared with project B (AFP, 2025). The end investment suggestion will therefore recommend putting the first priority in the Project A and Project C irrespective of the budget constraint of £60 million. The combination of the two is ideal because Project C had higher potential of returns than Project A that was doing well regarding financial performance. The organization will make sure that this will ensure the company is able to capture the high returns of either project maximizing its value and profitability.


[bookmark: _tlbeeyie01n9][bookmark: _Toc216577295]5.3 Justification for the Investment Recommendation
The move that Project A and Project C are more preferred than Project B is informed with several financial performance factors that are the profits and liquidity, and risks.

Profitability is a very crucial parameter of the decision. The NPV of project A is £1. 32million positive and this means that it would add value to the company. ARR of 7% and IRR of 11.33 could also have served the purpose of explaining the profitability of the projects since it is greater than the cost of capital of the company (10%). Project C, on the other hand, is the most profitable as it exhibits the greatest NPV of £4.23 million, good ARR of 10 and IRR of 12.72 which are measure of the highly profitable nature. ARR of project B is an inefficient option finance wise with zero NPV and zero IRR.

Another is liquidity which is significant. Project A Payback Period is 3.4 years and and C respectively means that the two projects will recoup their initial investments in a feasible time. This boosts the liquidity and investment capacity in the company, to go back to other opportunities that are worth venturing in (AFP, 2025). The PBP of project B is considerably high 5 years this implies that the company will be working hard to manage the liquidity since it will take a longer period to offset its investment hence is not very attractive with regard to liquidity.

There are also other considerations that Characteristics undertakes that threaten the activity of making the most appropriate decision regarding investment. How the risk in the Project A and the Project C can be managed with the Project A is the one that has the logical NPV, ARR and IRR and the Project C is the one that may end up producing the values, good returns with a reasonable payback (Oki and Sivaruban, 2016). Project B however is very risky as it is not profitable and when it did not capture good financial ratios and hence it is not a good selection.

On the whole, considering the profitability and liquidity and the moderate risk level as the most advantageous to the company, the first in combination of the three in Project A and Project C may be discussed as the most promising combination with the aim to increase its value and mitigate the risk as much as possible, which can be seen as capital rationing. The two projects have been aligned to the mission of the firm which is to create a long term value and enhance the overall profitability.


[bookmark: _friq5rdrrmq2][bookmark: _Toc216577296]6.0 Conclusion
The report displays an integrated financial analysis and strategic solutions that have been proposed and suitable to financial objectives of the companies. Key strengths in terms of financial health check have been brought out as profitability and liquidity but areas to be improved have been illustrated specifically on the efficiency. Maximization of liquidity will be achieved through working capital management recommendation in which the firm will be able to cover its short term obligations. Strategic restructuring plan has a realistic choice in terms of increment in shareholder value and operational flexibility in which ethics have been applicable in the worldwide markets. The report critically evaluated three of the proposed projects through the process of carrying out the investment appraisal process and finally suggested that the bundling of projects would maximize the value within the budget through the capital rationing process. The analysis of the financial performance, the risk characteristics, and the long-term objectives of the company has been reported to enable the recommendations to sustain the increase in the profitability of the company. The holistic approach will enable the company to overcome the turbulence in the future and take advantage of the opportunities without losing the financial foundation.
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[bookmark: _Toc217216715]8.1 Ratio Analysis
[bookmark: _Toc217216716]8.1.1 Profitability Ratios
	Year
	Gross Profit (£m)
	Net Sales (£m)
	Gross Profit Margin (%)

	2024
	 £     113,994.00 
	 £      394,879.00 
	28.868%

	2023
	 £       97,560.00 
	 £      420,457.00 
	23.203%

	2022
	 £     152,292.00 
	 £      542,751.00 
	28.059%

	2021
	 £     173,016.00 
	 £      601,602.00 
	28.759%

	2020
	 £     176,256.00 
	 £      614,680.00 
	28.674%



	Year
	Operating Income (£m)
	Net Sales (£m)
	Operating Profit Margin (%)

	2024
	-15,297
	394,879
	-3.87%

	2023
	-85,301
	420,457
	-20.29%

	2022
	14,548
	542,751
	2.68%

	2021
	23,253
	601,602
	3.87%

	2020
	37,267
	614,680
	6.06%



	Year
	Net Income (£m)
	Net Sales (£m)
	Net Profit Margin (%)

	2024
	-24,029
	394,879
	-6.09%

	2023
	-98,238
	420,457
	-23.36%

	2022
	407
	542,751
	0.07%

	2021
	5,301
	601,602
	0.88%

	2020
	38,572
	614,680
	6.28%



	Year
	Net Income (£m)
	Total Assets (£m)
	Return on Assets (%)

	2024
	-24,029
	323,354
	-7.43%

	2023
	-98,238
	355,872
	-27.60%

	2022
	407
	504,163
	0.08%

	2021
	5,301
	510,348
	1.04%

	2020
	38,572
	510,290
	7.56%



	Year
	Net Income (£m)
	Shareholders' Equity (£m)
	Return on Equity (%)

	2024
	-24,029
	153,105
	-15.69%

	2023
	-98,238
	178,920
	-54.91%

	2022
	407
	268,406
	0.15%

	2021
	5,301
	275,949
	1.92%

	2020
	38,572
	313,301
	12.31%



[bookmark: _Toc217216717]8.1.2 Liquidity Ratios
	Year
	Current Assets (£m)
	Current Liabilities (£m)
	Current Ratio

	2024
	242,494
	158,291
	1.532

	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



	Year
	Current Assets (£m)
	Inventories (£m)
	Current Liabilities (£m)
	Quick Ratio

	2024
	242,494
	79,355
	158,291
	1.0306

	2023
	258,851
	88,273
	161,148
	1.0585

	2022
	338,040
	140,181
	216,473
	0.9140

	2021
	337,146
	134,469
	216,787
	0.9349

	2020
	326,843
	120,430
	179,510
	1.1499



	Year
	Cash and Cash Equivalents (£m)
	Current Liabilities (£m)
	Cash Ratio

	2024
	26,783
	158,291
	0.1692

	2023
	42,751
	161,148
	0.2653

	2022
	66,740
	216,473
	0.3083

	2021
	60,813
	216,787
	0.2805

	2020
	57,153
	179,510
	0.3184



[bookmark: _Toc217216718]8.1.3 Efficiency Ratios
	Year
	Cost of Sales (£m)
	Average Inventory (£m)
	Inventory Turnover

	2024
	280,885
	83,314
	3.37

	2023
	322,897
	114,227
	2.82

	2022
	390,459
	137,325
	2.84

	2021
	428,586
	127,450
	3.36

	2020
	438,424
	120,430
	3.64



	Year
	Net Sales (£m)
	Average Accounts Receivable (£m)
	Accounts Receivable Turnover

	2024
	394,879
	113,389
	3.48

	2023
	420,457
	112,471
	3.74

	2022
	542,751
	120,220
	4.51

	2021
	601,602
	129,324
	4.65

	2020
	614,680
	129,433
	4.75



	Year
	Cost of Sales (£m)
	Average Accounts Payable (£m)
	Accounts Payable Turnover

	2024
	280,885
	64,532
	4.36

	2023
	322,897
	64,203
	5.03

	2022
	390,459
	82,040
	4.76

	2021
	428,586
	87,968
	4.87

	2020
	438,424
	83,229
	5.26



	Year
	Net Sales (£m)
	Total Assets (£m)
	Asset Turnover

	2024
	394,879
	323,354
	1.22

	2023
	420,457
	355,872
	1.18

	2022
	542,751
	504,163
	1.08

	2021
	601,602
	510,348
	1.18

	2020
	614,680
	510,290
	1.20



[bookmark: _Toc217216719]
8.1.4 Leverage Ratios
	Year
	Total Liabilities (£m)
	Shareholders' Equity (£m)
	Debt-to-Equity Ratio

	2024
	170,249
	153,105
	1.11

	2023
	176,952
	178,920
	0.99

	2022
	235,757
	268,406
	0.88

	2021
	234,399
	275,949
	0.85

	2020
	196,989
	313,301
	0.63



	Year
	Total Liabilities (£m)
	Total Assets (£m)
	Debt Ratio

	2024
	170,249
	323,354
	0.53

	2023
	176,952
	355,872
	0.50

	2022
	235,757
	504,163
	0.47

	2021
	234,399
	510,348
	0.46

	2020
	196,989
	510,290
	0.39



	Year
	Operating Income (£m)
	Interest Expenses (£m)
	Interest Coverage Ratio

	2024
	-15,297
	3,361
	-4.55

	2023
	-85,301
	4,332
	-19.70

	2022
	14,548
	2,200
	6.62

	2021
	23,253
	566
	41.08

	2020
	37,267
	1,422
	26.18



[bookmark: _Toc217216720]8.1.5 Operating Ratios
	Year
	Operating Cash Flow (£m)
	Current Liabilities (£m)
	Operating Cash Flow Ratio

	2024
	14,822
	158,291
	0.09

	2023
	25,190
	161,148
	0.16

	2022
	10,926
	216,473
	0.05

	2021
	40,283
	216,787
	0.19

	2020
	73,392
	179,510
	0.41



	Year
	Operating Cash Flow (£m)
	Capital Expenditures (£m)
	Free Cash Flow (£m)

	2024
	14,822
	8,428
	6,394

	2023
	25,190
	13,877
	11,313

	2022
	10,926
	20,585
	-9,659

	2021
	40,283
	17,041
	23,242

	2020
	73,392
	23,234
	50,158



[bookmark: _Toc217216721]8.1.6 The Altman Z-Score
	Year
	Working Capital (£m)
	Total Assets (£m)
	Retained Earnings (£m)
	EBIT (£m)
	Total Liabilities (£m)
	Total Shareholders’ Equity (£m)
	Net Sales (£m)

	2024
	84,203
	323,354
	208,431
	-15,297
	170,249
	153,105
	394,879

	2023
	97,703
	355,872
	232,460
	-85,301
	176,952
	178,920
	420,457

	2022
	121,567
	504,163
	330,698
	14,548
	235,757
	268,406
	542,751

	2021
	120,359
	510,348
	330,291
	23,253
	234,399
	275,949
	601,602

	2020
	147,333
	510,290
	324,994
	37,267
	196,989
	313,301
	614,680



	X1
	X2
	X3
	X4
	X5
	Z-Score

	0.260405
	0.644591
	-0.04731
	1.111975442
	1.2211972
	3.19086112

	0.274545
	0.653212
	-0.2397
	0.989000671
	1.18148379
	2.85854646

	0.241126
	0.655935
	0.028856
	0.878359649
	1.07653874
	2.8808152

	0.235837
	0.647188
	0.045563
	0.849428699
	1.1788074
	2.95682404

	0.288724
	0.636881
	0.073031
	0.62875318
	1.20456995
	2.8319592



[bookmark: _Toc217216722]8.2 Working Capital Analysis
[bookmark: _Toc217216723]8.2.1 Inventory analysis
	Description 
	Formula 
	2024
	2023
	2022
	2021
	2020

	Account Receivable Days (DSO)
	(Accounts Receivable / Net Sales) * 365
	105.54
	97.49
	75.43
	78.5
	76.65

	Inventory Days (DIO)
	(Inventory / Cost of Sales) * 365
	103.12
	99.67
	130.51
	114.53
	100.05

	Accounts Payable Day (DPO)
	(Accounts Payable / Cost of Sales) * 365
	93.6
	64.44
	66.65
	78.8
	68.81

	Cash Operating Cycle (COC)
	DIO + DSO - DPO
	115.06
	132.72
	139.29
	114.23
	107.89




[bookmark: _Toc217216724]8.3 Capital Budgeting
[bookmark: _Toc217216725]8.3.1 PBP calculation
	 
	A
	B
	C

	Year
	Free Cash Flow
	CCF
	Free Cash Flow
	CCF
	Free Cash Flow
	CCF

	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
	14
	6
	0
	15
	25

	 
	 
	 
	 
	 
	 
	 

	PBP ( Year)
	3.4
	 
	5
	 
	3.6
	 



[bookmark: _Toc217216726]8.3.2 ARR calculation
	Year
	Net Cash Inflows (£m)
	Depreciation (£m)
	Annual Profit (£m)
	Cumulative Cash Flow (£m)

	Year 1
	10
	8
	2
	2

	Year 2
	12
	8
	4
	6

	Year 3
	14
	8
	6
	12

	Year 4
	10
	8
	2
	14

	Year 5
	8
	8
	0
	14

	
	
	
	
	

	Total Net Cash Inflows
	54
	40
	2.8
	

	ARR
	7
	




	Year
	Net Cash Inflows (£m)
	Depreciation (£m)
	Annual Profit (£m)
	Cumulative Cash Flow (£m)

	Year 1
	6
	6
	0
	0

	Year 2
	6
	6
	0
	0

	Year 3
	6
	6
	0
	0

	Year 4
	6
	6
	0
	0

	Year 5
	6
	6
	0
	0

	
	
	
	
	

	Total Net Cash Inflows
	30
	30
	0
	

	ARR
	0
	



	Year
	Net Cash Inflows (£m)
	Depreciation (£m)
	Annual Profit (£m)
	Cumulative Cash Flow (£m)

	Year 1
	5
	10
	-5
	-5

	Year 2
	10
	10
	0
	-5

	Year 3
	20
	10
	10
	5

	Year 4
	25
	10
	15
	20

	Year 5
	15
	10
	5
	25

	
	
	
	
	

	Total Net Cash Inflows
	75
	50
	5
	

	ARR
	10
	



[bookmark: _Toc217216727]8.3.3 NPV, PI, and IRR analysis
	Year
	Project A: Cash Flow (£m)
	Project A: DCF
	Project B: Cash Flow (£m)
	Project B: DCF
	Project C: Cash Flow (£m)
	Project C: DCF

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

	1
	10
	9.090909091
	6
	5.454545455
	5
	4.545454545

	2
	12
	9.917355372
	6
	4.958677686
	10
	8.26446281

	3
	14
	10.51840721
	6
	4.507888805
	20
	15.02629602

	4
	10
	6.830134554
	6
	4.098080732
	25
	17.07533638

	5
	8
	4.967370584
	6
	3.725527938
	15
	9.313819846

	NPV
	
	1.324176814
	
	0
	
	4.225369603

	PI
	
	1.03310442
	
	0.758157354
	
	1.084507392

	IRR (%)
	
	11.32718%
	
	0%
	
	12.71976%
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