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Report on Strategic CFO Challenge
To:        The Board of Directors, General Electronics
From:    Chief Financial Officer-CFO
Date:     22 November 2025
Subject: Financial Health Check and Preliminary Turnaround Strategy
[bookmark: _Toc214759602]1.0 Introduction
This study is a financial examination of a company in a liquidity crisis. It considers the performance of working capital, uses capital budgeting method to review investment projects, and offers justifiable recommendation within capital rationing to improve on profitability as well as financial stability.
1. [bookmark: _Toc214759603]Financial Health Check 
[bookmark: _Toc214759604]1.1 Financial Statements Analysis
Appendix-I shows the financial Statements of the General Electronics. A five-year analysis of the case comapny indicates that it is a company in dire struggle characterised by a debilitating decline in profitability and acute liquidity crunch. The net sales have decreased by £614,680 to £394,879 and killed the profitability and caused huge net losses, which means that they could not control their costs or remain relevant to competitors (Nagy et al., 2025;Penman, 2013; Damodaran, 2012). The liquidity is an immediate risk, and the cash reserves have been depleted by more than 50 percent and working capital is crippled by large inventories and outstanding receivables, and they could not manage to operate without new borrowing (Kieso, Weygandt, and Allen, 2020). This has caused a dismal shrinkage of shareholder equity, which is an indication of massive destruction of value.
[bookmark: _Toc214759605]1.2 Ratio Analysis
1.2.1 Profitability: A Collapse in Value Creation
[image: ]
[bookmark: _Toc214711784]Figure 1 Profitability Ratios
Analyses of profitability of General Electronics depicts a disastrous and system-wide loss of the core earnings power of the company. During the year 2020, its Return on Capital Employed (ROCE) had been 11 %, and in the year 2023, dropped down to -44 %, meaning that it was utterly failing to generate returns on its asset base (Aldboush et al., 2024). Equally, the Return on Equity (ROE) went down to 12% in 2020 to -0:55% in 2024 and this is a total loss of the shareholder value and inability to make profits through equity investments (Morri Garcia, E.L., Vieira, V.A. and Agnihotri, R., 2025). Although the Gross Profit Ratio has not grown dramatically and in fact it even regained its position at 29 as of 2024, this is a sharp contrast of the Operating Profit Ratio, which became negative in 2023 and 2024.  
Trend in profitability of General Electronics 




[bookmark: _Toc214711785]Figure 2 Charts of Profitability Ratios
The trend is disastrous decline in profitability, where ROCE and ROE have gone into very negative values and points to catastrophic destruction of value (Gniadkowska-Szymańska, A., 2025). The strong Gross Profit Ratio is a major strength as it has recovered to 29% in 2024, which indicates retained core product margin potential. 
1.2.2 Liquidity
[image: ]
[bookmark: _Toc214711786]Figure 3 Liquidity Ratios
The current ratio of General Electronics has declined with a trend of £1:£1.82 to £:£1.53 in the last five years, which indicates a reduction in the short-term financial cushion (Yılmaz et al., 2025;Kieso et al., 2020). The negatively persistent quick ratio is the most significant liquidity risk that was still highly negative at of £1:£‑1.03 in 2024 (Brigham & Houston, 2021). It means that the liquid assets of the company are not enough to pay its short-term debts, which indicates a dire dependency on the sale of inventory to pay the short-term debts (Palepu et al., 2020). 
Trend in Liquidity Ratios of General Electronics


[bookmark: _Toc214711787]Figure 4 Charts of Liquidity Ratio-Trend
The liquidity trend indicates that there is a negative trend in the current ratio, and it decreased between of £1:£1.82 and of £1:£1.53, which is a sign of a tightening short-term financial position (Hermawan, M. and Noveria, A., 2025;Kieso et al., 2020). One of the weaknesses is the fact that current ratio has stayed over 1.5 indicating an elementary, though dwindling, cushion of current assets as compared to liability. The most significant risk is the continuously negative quick ratio, which in 2024 is of £1:£1.03 and indicates a serious lack of the ability to fulfil immediate liabilities without selling inventory and is a critical solvency risk (Hermawan, M. and Noveria, A., 2025).
1.2.3 Efficiency
[image: ]
[bookmark: _Toc214711788]Figure 5 Efficiency Ratios   
The efficiency ratios show that General Electronics has serious operations challenges. The steady decrease in the turnover ratio of £3.42 to £2.49 shows that its ability to use its asset base to produce sales is declining (Abraar, A.R., 2025). Its stock holding period is lower than in 2022, but still, it is high in 103 days, which implies the possibility of inventory obsolescence or inadequate demand forecasting (Waseso, W.P. and Okdinawati, L., 2025). The negativity of the average settlement period on receivables is abnormally low, down to 0 -106 days, indicating that the company is severely dependent on early payments by customers to keep operations going, which is a dangerous and unsustainable practise (Waseso, W.P. and Okdinawati, L., 2025). On the other hand, the payment period to creditors has increased to 94 days, meaning the company is postponing payments to the suppliers to save on cash, which will hurt the relationship with its suppliers in the supply chain (Waseso, W.P. and Okdinawati, L., 2025).


Trend in Efficiency Ratios of General Electronics




[bookmark: _Toc214711789]Figure 6 Charts of Efficiency Ratios-Trend
The central tendency in the efficiency ratios is the continuous decrease in asset utilisation, where the asset turnover ratio decreased to 2.49, which shows a decrease in sales generation using an asset base. One of the strengths that can be identified is negative settlement period of the receivables, which means the company obtains payments of its customers in advance and gives it a short-term cash flow benefit (Kieso et al., 2020). The priority of the threats is the high level of stock holding period, which indicates poor inventory management, and the long term period of creditors payment, which leads to strained relations with suppliers and is an indicator of possible cash flow distress (Koralun-Bereźnicka, J., 2025). 
1.2.4 Gearing and Investment
[image: ] 
[bookmark: _Toc214711790]Figure 7 Gearing Ratios
The investment ratio and gearing ratio is a warning sign of financial risk and destruction of value. The volatility of the interest coverage ratio, which is decreasing to 4.55 in 2024, implies the risky ability to cover the debt using the operating earnings, despite a low gearing ratio of 4 % that implies the abundance of equity financing (Amahalu, A.S.E.N.N.,., n.a). Nonetheless, this low gearing does not help much because the earnings per share (EPS) have been dismal falling down to negative figures with a low of 1.85 in 2024, compared to PS2.78 in 2012. This negative trend in EPS is eroding shareholder wealth in essence and is an indicator of a fundamental failure in corporate profitability and strategic implementation rendering the firm a very unattractive investment.
Trend in Gearing Ratios of General Electronics


[bookmark: _Toc214711791]Figure 8 Charts of Gearing Ratios-Tend

[bookmark: _Toc214711792]Figure 9 Investment Ratio-Trend
The most notable one is that the Interest Coverage Ratio is volatile and the Earnings Per Share (EPS) have dropped catastrophically between £2.78 and -£.85, which is an indicator of serious and sustained profitability challenges (Penman, 2013). One of the main strengths is the low Gearing Ratio of 4% that indicates the conservative debt-to-equity ratio and gives a possible ability to restructure financing (Aimable, N. and Isaie Kadhafi, M., 2025). The threats are the weak interest coverage, meaning that the company is still struggling to meet current debt obligations, and negative EPS, which is the destruction of fundamental value to shareholders and restricts access to the equity markets to a very minimal extent (Siyanbola, T.T.,, 2025).
[bookmark: _Toc214759606]1.3 Corporate Failure Prediction Model- Altman Z-Score model
Under the financial statements of General Electronics, Altman Z-score model was used to measure the risk of defaulting in the period between 2020 and 24 years. The Altman Z score is a more popular quantitative model of predicting corporate failure, and the projections have been outlined in Appendix-III.
	Safe
	>2.99
	Low probability of bankruptcy.
	 

	Gray
	1.81 to 2.99
	Caution zone; susceptible to bankruptcy within two years.
	 

	Distress
	<1.81
	High probability of bankruptcy.
	 


[bookmark: _Toc214711776]Table 1 Corporate Failure Prediction Model- Altman Z-Score model
The formula for Altman Z-Score for is:
Z-Score = 1.2A + 1.4B + 3.3C + 0.6D + 1.0E
A for Working Capital / Total Assets
B for Retained Earnings / Total Assets
C for Earnings Before Interest and Taxes (EBIT) / Total Assets
D for Market Value of Equity / Total Liabilities (since market value is not available, book value of equity is used as a proxy)
E for Sales / Total Assets
Calculated Altman Z-Scores
	Year
	Z-Score Value
	Risk Zone

	2020
	3.64
	Safe

	2021
	3.22
	Safe

	2022
	3.06
	Safe

	2023
	2.24
	Gray

	2024
	2.82
	Gray



[bookmark: _Toc214711777]Table 2 Altman Z-Scores
Source: Author’s own work in Ms Excel
Assessment of Default Risk
Using the Altman Z-Score model on the General-Electronics, one will notice that there is a tremendous decline in the risk of default. The score of the company shifted to the Grey zone beginning in 2023, since that was once the Safe zone (Altman, 1968). This negative trend is mainly caused by extreme adverse profitability as reflected by EBIT component and a deteriorating capital structure including a decreasing equity to liabilities ratio. The model suggests that financial vulnerability has risen significantly, and the company is in the zone that denotes that it is at high risk of failure of a corporation without the immediate and successful intervention. 



[bookmark: _Toc214759607]2 Working Capital Management
[bookmark: _Toc214759608]2.1 Cash Operating Cycle (COC)
	Year
	Inventory Days (Inventory Holding Period)
	Receivable Days (Collection Period)
	Payable Days (Payment Period)
	Cash Operating Cycle (COC)

	2024
	103
	106
	94
	115

	2023
	100
	98
	64
	134

	2022
	131
	76
	67
	140

	2021
	115
	78
	79
	114

	2020
	100
	77
	69
	108


[bookmark: _Toc214711778]Table 3 Cash Operating Cycle (COC)
Source: Author’s own work in Ms Excel
According to the computation of cash operating cycle (COC), the working-capital management analysis shows that a company was experiencing extensive operational changes. The overall trend of the COC which is calculated as Inventory Days plus Receivable Days less Payable Days is volatile, but generally improving, as in the year 2022, the value was 140 days, and in 2024 it was 115 days. This two-year 25-day improvement is an indication of a concerted effort to increase the working-capital efficiency and unlock trapped cash (Deloof, 2003; Kieschnick et al., 2013). One of the reasons behind the high 2022 COC was the very high Inventory Days of 131, which is a sign of excessive stock carries or slow moving stocks, which absorb a lot of capital and cost of keeping inventory. The next increase to 103 days in 2024, even though it is high relative to 2020, is a demonstration of the improvement in inventory, but still needs to be optimised to reach the industry standards (Lamberson, 1995). At the same time, Receivable Days have been increasing alarmingly, and now are 106.95 days in 2024 as compared to 77.95 days in 2020. This significant extension in the time of collection means either a loose credit policy or inefficiency in the collections and this directly affects cash flow in a negative way (Dong & Su, 2010). 
One such strategic bright spot is found in the Payable Days Management where the ratio increased by 69 days in 2020 to 94 days in 2024. Delaying payment to suppliers is another direct way of financing the operations and actually reduces the cash conversion cycle (Pike et al., 2005). But this strategy should be very balanced as it may lead to overstraining relations with suppliers and may cost more or lose the early-payment discounts (Giannetti et al., 2011). Finally, the analysis shows that the company has managed to avoid an inefficient peak in 2022 mainly through decreasing the inventory and using the supplier credit strategically. 
[bookmark: _Toc214759609]2.2 Strategies to improve Working Capital
According to the startling liquidity ratios, especially, the very low Quick Ratio, the business needs to take urgent working-capital remedies to reduce high solvency risk (Deloof, 2003). Inventory management should be the major consideration since the high Inventory Days and negative Quick Ratio value shows that the surplus stock is crippling the liquidity (Zheng, Y., 2025). Direct reduction of inventory is achieved by implementing Just-in-Time (JIT) inventory management systems or having better demand forecasting that in turn leads to the release of cash and also bettering the Quick and Current Ratios (Lamberson, 1995). At the same time, the surge in the Receivable Days calls on the urgent action, in terms of tightening the credit policy and more serious approaches to the collection to speed up the cash flows (Dong & Su, 2010). Early-payment discounts or even factoring of the receivables are quite quick in converting the sales to useful cash, and thus, straight off, bolster the liquid position of the company (Peel, et al., 2000). In addition, although Payable Days are being prolonged, this measure seems to have reached its practical limit; more extreme delays may destroy the relationship with suppliers and put the continuity of the supply-chain at risk (Giannetti trauma et al., 2011). The next option, which is more sustainable, is the bargaining of improved terms without violation of the agreements and, thus, keeping this precious source of financing within the ethical framework (Pike et al., 2005). 
[bookmark: _Toc214759610]2.3 Comparison of Short-term vs Long-term Financing Options
One of the key strategic decisions that have a trade-off between cost, flexibility, and risk is the decision between short-term and long-term financing that directly affects the financial stability and strategic flexibility of the firm (Myers, 1984). The lower interest rates and more flexibility inherent in short term facilities like bank lines of credit, commercial paper and supplier credit would normally be appropriate to financing temporary working-capital requirements as well as seasonal fluctuations (Berger, & Udell, 1998). This cost advantage is however offset by a major refinancing risk which is the need to roll over these obligations regularly which can lead to serious liquidity crises during economic crunches or credit market crunches (Diamond, 1991). Conversely, long-term funding such as bonds, term loans and issuance of equities is an irrevocable capital which increases stability in finance as there is no frequent repayment pressure that is caused by short term instruments (Rajan, 1995). This stability comes at a high price since the lenders and investors require a greater rate of returning, by investing over a longer period of time, which raises the total cost of capital and it may also require a more restrictive covenant (Jensen and Meckling, 1976). It is also difficult because there is a need to match the source of finance with the life of the asset, also known as hedging principle of finance, which suggests that permanent assets should be financed using permanent capital and temporary assets using temporary capital in order to reduce risk (Ceballos Gomez, H.F., Arturo Delgado, B. and Avelar, A.B.A., 2025). 
[bookmark: _Toc214759611]3. Strategic Financial Restructuring Plan
[bookmark: _Toc214759612]3.1 Financial Restructuring Options
Due to the clear liquidity crisis of the company, it is urgent to develop a full financial restructuring strategy to be able to ensure the company remains afloat and develops long-term value, and the possible options involve both operational divestitures and strategic capitals injection (Altman, 2023). Purposeful sale of non-core resources or poor-performing business lines will provide immediate cash flows, thus lowering the level of debt and allowing management the opportunity to prioritise more lucrative core activities. This strategic refocusing strategy does not only enhance the liquidity position, but also the capital markets respond positively to it since it indicates that it is willing to improve the shareholder value and operational efficiency.
Alternatively, strategic merger or acquisition can offer an avenue to balancing forces in terms of synergies, market consolidation and greater access to the other balance sheet of the acquiring firm hence relieving urgent financial requirements. To be more direct recapitalization, a large equity injection, whether by current shareholders in a rights issue, or by a new strategic investor, has been essential to repair an over-leveraged balance sheet and regain investor confidence (Daniel, K., et al., 2025). Despite the fact that this infusion of equity dilutes current ownership, it provides much needed cushion in the event of insolvency, and the operational turnarounds needed without adding to the burden of debt-servicing. As these steps go hand in hand, it will be necessary to restructure its debt similarly, potentially negotiating longer maturities, lower interest rates, or even debt-to-equity swaps with lenders to have a sustainable capital structure. Finally, the best course of restructuring can be viewed as a complex strategy that integrates asset rationalisation, strategic alliances, and balance sheet mends to help the company get through the present predicament and reinvent itself to grow sustainably.
[bookmark: _Toc214759613]3.2 Impact on Shareholders value
Strategic financial restructuring plan produces a complex and interdependent effect on shareholder value, debt structure, and operational flexibility, the results of which strongly depend on the applied specific instruments and perceptions in the market (Pirinen, J., 2025). First, short-term dilution or value discount can be admitted by equity injections or divestitures, respectively, but when the market views such practises as necessary to survive, and long-term growth, such actions eventually can bring investor confidence and increase shareholder value by lowering the risk premium and cost of capital of the firm. Meanwhile, effective restructuring essentially reorganises its debt capital by lowering the absolute degree of leverage, raising maturity of the debt, and lowering the average interest expense, which lowers the risk of tension straight and the probable violation of covenant. Such re-profiling of liabilities, especially the introduction of ESG-related covenants, can further align lender incentives with long‑term corporate strategy and improve credit ratings (Pirinen, J., 2025). The end result of these financial adjustments is a substantial improvement in operational leeway since less debt-servicing will free internal cash flows to undertake key reinvestment in R&D and capital investments as opposed to its care-taking of outdated debt. Such strategic agility helps the management to seek value-creating opportunities and respond to changes in the market without continuously facing an overhang of a liquidity crisis and thus creating a more vigorous and proactive corporate stance (Akinsola, O.K. and Hamzah, F., 2025). Finally, a successful restructuring transforms the firm’s financial architecture from a constraint into an enabler, generating a virtuous cycle whereby a stronger balance sheet supports profitable operations, which in turn sustains shareholder value and ensures continued access to sustainable financing.
[bookmark: _Toc214759614]3.3 International and Ethical Considerations
Implementing a financial restructuring plan with international aspects implies more complicated considerations, according to which strategic financial choices need to be made in the context of both major ethical and cross-border risks, which fundamentally changes the cost-benefit calculation of any measure (Damodaran, A., 2025). Taxation wise, it is a matter of  high ethical regard to tax equity and compliance with OECD framework on Base Erosion and Profit Shifting (BEPS) based on the use of cross-border internal debt in multinational enterprises to move profits to low-tax locations, albeit this may increase post-restructuring value. Additionally, any foreign funding or disposal of assets puts the company at risk of currency risk instantly and requires complex hedging tactics to limit the possible losses in exchange rate changes, which may wipe the expected value of restructuring gains and destabilise cash-flow forecasts. At the same time, it is necessary to work in a global setting where the current inflation does not cease and, therefore, to revise models of incorporating inflation-adjusted performance indicators and indexing contracts to ensure the maintenance of the real worth of future earnings and the settlement agreements especially in the emerging markets (Maliszewska, M., Karlikowska, B. and Prachowski, J., 2025). On the ethical front, the strict emphasis on financial engineering should be replaced with the adherence to Corporate Social Responsibility (CSR) to ensure that restructuring measures, including the closing of plants or the laying off of staff, can be undertaken with an open consultation of stakeholders, equitable labour relations, and environmentally friendly practises to prevent those actions that lead to the social backlash and subsequent loss of the social licence to continue business by the firm. Finally, an effective global reorganisation should combine all these forces in a holistic approach, using sustainable financial instruments and following international ethical standards to create a robust and legitimately appreciated company since companies with high ESG scores are showing better access to capital and stakeholder confidence in turbulent markets in the long.
[bookmark: _Toc214759615]4. Investment Appraisal and Capital Budgeting
[bookmark: _Toc214759616]4.1 Payback Period	
Payback period of Project A, Project B and Project C are calculated in Appendix-IV.
	Project Name
	Payback Period (PBP)
	Ranking

	Project-A
	3.4 Years
	1st

	Project-C
	3.6 Years
	2nd

	Project-B
	5.0 Years
	3rd


[bookmark: _Toc214711779]Table 4 Payback period of Projects
Source: Author’s own work in Ms Excel
Project-A is the most appealing investment, based on the payback period (PBP) measure, as it shows the shortest capital recovery period, which is also a critical factor when companies are interested in obtaining liquidity and reducing risks under unstable economic conditions. The PBP is an extensive tool of screening, because it prioritises projects that can bring a cash flow within a short period and, therefore, minimise the risks of exposure to long-term uncertainty and increase the financial stability of a company (Carvalho, J.P., et al., 2025). However, the use of this metric is a huge strategic weakness since the PBP does not consider any cash flows beyond the payback point, which might result in the exclusion of faster and more profitable long-term investments that would have higher shareholder value. As a result, the PBP, although identifying Project-B correctly as the least preferred in the context of the speed of liquidity, does not directly show the total profitability and time value of money; as the latter, discounted-cash-flow methods, like Net Present Value (NPV) and Internal Rate of Return (IRR), are more precise. Thus, a strong capital-budgeting approach must utilise the PBP as a risk-assessment philtre, however, with more holistic valuation procedures, so that strategic capital allocation is geared towards the long-term value creation goals (Carvalho, J.P., et al., 2025).


[bookmark: _Toc214759617]4.2 Accounting Rate of Return
ARR of Project A, Project B and Project C are calculated in Appendix-III.
	Project Name
	Payback Period (PBP)
	Ranking

	Project-C
	60%
	1st (Fastest ARR)

	Project-A
	54%
	2nd

	Project-B
	40% 
	3rd 



[bookmark: _Toc214711780]Table 5 ARR of Project A, Project B and Project C
		Source: Author’s own work in Ms Excel
Accounting Rate of Return for Project A is 54%, Project B is 40% and Project C is 60%. Project C gives the highest Return and hence considered the most viable project to undertake, followed by Project A which gives a 54% return and Project B gives the least rate of return that is 40%. 
[bookmark: _Toc214759618]4.3 Net Present Value
NPV is calculated for all the three projects at the Appendix-III.
	Project Name
	Net Present Value (NPV)
	Interpretation
	Ranking

	Project-A
	£1.32 Mn
	Value is Positive (Accept)
	2nd

	Project-B
	-£7.26 Mn
	Value is Negative (Reject)
	3rd

	Project-C
	£4.23 Mn
	Value is Positive (Accept)
	1st



[bookmark: _Toc214711781]Table 6 Net Present Value of Project A, B and C
Source: Author’s own work in Ms Excel
The Net Present Value (NPV) measure will give a final control of capital-budgeting priorities, which gives Project-C as the best option to maximise the shareholder wealth followed by Project-A, and Project-B should be eliminated (Manitkul, T.R., 2025). The best thing about NPV is that it directly accounts for the time value of money and that it uses all the project cash flows, which itself gives a direct measure of the economic value added to the firm as compared to other methods like the payback period or accounting rate of return. The positive NPV of £4.23 million associated with Project-C shows that the inflows of the cash flow are high when discounted, which is above the initial investment, and this gives rise to a valuable addition and therefore warrants the 1st positioning. The highly negative NPV of Project-B of £-7.26 million, in its turn, represents an indicator that it would destroy firm value and should not be accepted despite the potential attractive secondary metrics that it might have presented, including high accounting rate of return (Manitkul, T.R., 2025). This definitive NPV decision eliminates any previous uncertainty of other appraisal methods, showing that the acceptance of Project-C and the conditional acceptance of Project-A will advance the financial situation of the firm and the rejection of Project-B is an essential discipline just to save capital to enable value-creating opportunities (Ridwan, S., et al., 2025). 
[bookmark: _Toc214759619]4.4 Profitability Index

	Project
	Initial Investment (C0​)
	Net Present Value (NPV)
	Profitability Index (PI)
	PI Ranking

	Project-A
	£40 Mn
	£1.32 Mn
	1.32​     x 100
40                       =3%
	2nd

	Project-B
	£30 Mn
	-£7.26 Mn
	−7.26     x 100
30
​                          =-24%
	3rd

	Project-C
	£50 Mn
	£4.23 Mn
	4.23​  x 100
50                       =8%
	1st


[bookmark: _Toc214711782]Table 7 Profitability Index of Project A, B and C
Source: Authors work in Ms Excel
Profitability Index (PI) is an important efficiency measure of the capital rationing as it validates Project-C as the best investment since it yields the maximum value of each unit of capital invested, thus optimising the allocation of resources in environments that are limited (Rumallang, A., et al., 2025). The PI value of over 1.0, which occurs with Project-C (8%), and Project-A (3%), means that these two projects will add value to their cost of capital and, therefore, should be taken, whereas the value of the PI of Project-B (-24% ) shows the project as a type of value-destructing project that must be dismissed to keep shareholder wealth intact. This ranking indicates that Project-A has a positive Net Present Value (NPV), but has a poor PI, which implies that the project with the higher initial capital in Project-C has a better payoff of each pound invested, which is a crucial point when the supply of investment capital is limited (Rumallang, A., et al., 2025). The PI should, however, not be applied alone since a project with a slightly higher PI and a significantly lower absolute NPV can result in less total share value creation, and a combined analysis with the NPV is required to make decisions that create value at scale and efficiency. Finally, the PI is a crucial instrument in ranking the projects within capital limits, entrenching Project -C as the most preferred option and the need to combine various appraisal methods to make sound capital-budgeting decisions.


[bookmark: _Toc214759620]4.5 Internal Rate of Return-IRR
Appendix-III shows the detail calculation of the below IRR.
	Project Name
	Internal Rate of Return (IRR)
	Ranking

	Project-A
	10%
	2nd

	Project-B
	14%
	1st

	Project-C
	9%
	3rd



[bookmark: _Toc214711783]Table 8 Internal Rate of Return-IRR of Project A, B and C
Source: Author’s own work in Ms Excel
The given Internal Rate of Return (IRR) ranking, in which Project-B takes the first position, is directly opposed to the previous Net Present Value (NPV) and Profitability Index (PI) results, and this fact points to a significant limitation of working with the IRR as the only decision criterion (Czipf, C., 2025). This conflict is common when the project is largely different in terms of scales and uncharacteristic cash flow patterns since IRR implicitly supposes reinvestment of interim cash flows at the project rate, which is not a realistic assumption and can overstate the true profitability of a project with a large percentage but small absolute scale, like Project-B. Moreover, a project such as Project-B may have a large IRR but at the same time may result in a negative NPV in case the cash flows it produces are not large enough to pay off the initial outlay at a discount based on the true cost of capital of the firm, the situation that rightly causes it to be rejected despite its top IRR ranking (Czipf, C., 2025. Therefore, Thus, the internal rate of return should serve as subordinate to an NPV-based decision; Project-C, with the highest significant positive NPV, is the best option to create value, since NPV theoretically is the best tool used to measure the anticipated increase in shareholder wealth. Finally, this discrepancy underscores the need to have a multi-criteria appraisal model where IRR will be a helpful supportive calculation, but NPV will give the final accept-reject signal, therefore, allocating capital towards value-adding activities.
[bookmark: _Toc214759621]4.6 Capital Rationing
Based on the overall financial analysis and considering the constraint of capital of £60million, the best move is to invest all the budget on Project-C. This suggestion is supported by its high value-creation capability and its suitability to this firm need of financial stability. Project-C shows the biggest Net Present Value (NPV) of £4.23 million, the strongest Profitability Index (PI) of 8, and, therefore, it introduces the best absolute and relative returns on invested money, which directly increase the corporate profitability and shareholders wealth. This is particularly important in light of the fact that the company is already in a fragile liquidity status as the company has an extremely low quick ratio; the shorter payback period (3.7 years) of Project-C compared to project-A (4.6 years) will help the company convert investment to cash at a faster rate, and thereby reduce reputation of liquidity risk and increase working-capital flexibility. Although the integration of Project-A and another project could technically have been feasible, this was logical rule out. It would be irrational to be able to merge Project-A (NPV: £1.32 m) with the value-destructive Project-B (NPV: -£7.26 m) to be able to destroy overall firm value even though it would meet the budgetary constraint. The choice of Project-A alone would be suboptimal, as its lower NPV and PI are a poor utilisation of the limited -£60 million. Besides, Project-C has a better IRR compared to its cost of capital and better PI signal that is more predictable and stable cash flows, which is critical to a firm with high operational risk and unpredictable working-capital ratios. Therefore, the full £60 million funding of the Project-C will maximise the strategic reinforcement of the balance sheet with the increase of profitability and liquidity, which in turn will leave the company in a position of sustainable recovery.
[bookmark: _Toc214759622]5. Conclusion 
The case company is highly financially stressed, as reflected in a negative quick ratio, ineffective cash-conversion cycle, which show acute liquidity limits. However, there are current advances in managing working-capitals. A combined analysis will support the fact that Project-C is the ultimate capital rationing recommendation as it has a better NPV and an advantaged payback period which will directly increase profitability and important liquidity once implemented.
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[bookmark: _Toc214759625]Appendix-II Ratios Table
[bookmark: _Toc214759626]Formulas used 
	S. No
	Ratio
	Formula
	Measurement

	R1
	Return on Capital Employed
	Profit Before Interest x     100
Capital Employed (Assets-liabilities)
	Percentage

	R2
	Return on Equity
	Earnings (Profit after Tax) x 100
Common Equity
	Percentage

	R3
	Gross Profit Ratio
	Gross Profit x         100
Net Sales Revenue
	Percentage

	R4
	Operating Profit Ratio
	Operating Profit   x        100
Net Sales Revenue
	Percentage

	B
	Liquidity Ratios
	 
	 

	R1
	Current Ratio
	Current Assets      
Current Liabilities
	x

	R2
	Quick Ratio
	Current Assets - Inventories     
Current Liabilities
	x

	C
	Efficiency Ratios
	 
	 

	R1
	Sales Revenue per employee
	 Net Sales   Revenue                                  
Capital Employed
	x

	R2
	Stock Holding Period
	Inventory   x 365
Cost of sales 
	Days

	R3
	Average settlement period for receivables
	 Receivable   x 365
Credit sales Revenue
	Days

	R4
	Creditors Payment Period
	Accounts Payable   x 365
Cost of sales 
	Days

	 D
	Gearing  Ratios
	 
	 

	R1
	Interest Coverage Ratio
	Operating Profit 
Interest Payable
	x

	R2
	Gearing Ratio
	Long-term Debt   x 100
Total Assets
	x

	E
	Investment  Ratios
	 

	E1
	Earnings Per Share
	Net profit after Tax 
No of Common Shares outstanding
	x


 

[bookmark: _Toc214759627]Ratios calculation 
	S.#
	Ratio
	Y-2024
	Y-2023
	Y-2022
	Y-2021
	Y-2020

	R1
	Return on Capital Employed
	-15,297
323,354-158,291

	-85,301
355,872-161,148
	14,548
504,163-216,473
	23,253
510,348-216,787
	37,267
510,290-179,510

	R2
	Return on Equity
	-24,029
153,105
	-98,238
178,920
	407
268,406
	5,301
275,949
	38,572
313,301

	R3
	Gross Profit Ratio
	113,994
394,879
	97,560
420,457
	152,292
542,751
	173,016
601,602
	176,256
614,680

	R4
	Operating Profit Ratio
	-15,297
394,879
	-85,301
420,457
	14,548	
542,751
	23,253
601,602
	37,267
614,680



	S. #
	Ratio
	Y-2024
	Y-2023
	Y-2022
	Y-2021
	Y-2020

	R1
	Current Ratio
	242,494
158,291
	258,851
161,148
	338,040
216,473
	337,146
216,787
	326,843
179,510

	R2
	Quick Ratio
	242,494-79,355
158,291
	258,851-88,273
161,148
	338,040-140,181
216,473
	337,146-134,469
216,787
	326,843-120,430
179,510






	S. #
	Ratio
	Y-2024
	Y-2023
	Y-2022
	Y-2021
	Y-2020

	R1
	Assets Turnover
	394879
323354-158291
	420,457
355,872-161,148
	542,751
504,163-216,473
	601,602
510,348-216,787
	614,680
510,290-179,510

	R2
	Stock Holding Period
	79355   x 365
280885 
	88,273 
-322,897
	140,181
-390,459
	134,469
-428,586
	120,430
-438,424

	R3
	Average settlement period for receivables
	114182x 365
394879
	112,596
420,457
	112,346
542,751
	129,215
601,602
	129,433
614,680

	R4
	Creditors Payment Period
	72031 x 365
280885
	57,033
-322,897
	71,373
-390,459
	92,707
-428,586
	83,229
-438,424



	S. #
	Ratio
	Y-2024
	Y-2023
	Y-2022
	Y-2021
	Y-2020

	R1
	Interest Coverage Ratio
	-15,297
-3,361
	-85,301
-4,332
	14,548	
-2,200
	23,253
-566
	37,267
1,422

	R2
	Gearing Ratio
	11,958
323,354
	15,804
355,872
	19,284
504,163
	17,612
510,348
	17,187
510,290



	S. #
	Ratio
	Y-2024
	Y-2023
	Y-2022
	Y-2021
	Y-2020

	R1
	Earnings Per Share
	-24,029
12,959
	-98,238
12,855
	407
12,703	
	5,301
13,465
	38,572
13,893





[bookmark: _Toc214759628]Appendix-III Corporate failure prediction models (Altman Z-Score) 
Z-Score = 1.2A + 1.4B + 3.3C + 0.6D + 1.0E
	Item
	2020
	2021
	2022
	2023
	2024

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

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

	Working Capital (£m)
	147,333
	120,359
	121,567
	97,703
	84,203


 
	Item
	2020
	2021
	2022
	2023
	2024

	Working Capital (£m)
	147,333
	120,359
	121,567
	97,703
	84,203

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

	Ratio A (WC/ TA​)
	0.289
	0.236
	0.241
	0.275
	0.26



	Item
	2020
	2021
	2022
	2023
	2024

	Retained Earnings (£m)
	324,990
	330,291
	330,698
	232,460
	208,431

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

	Ratio B (RE/ TA​)
	0.637
	0.647
	0.656
	0.653
	0.645


 
	Item
	2020
	2021
	2022
	2023
	2024

	EBIT (£m)
	37,267
	23,253
	14,548
	-85,301
	-15,297

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

	Ratio C (EBIT​ / TA)
	0.073
	0.046
	0.029
	-0.24
	-0.047


 
	Item
	2020
	2021
	2022
	2023
	2024

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

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

	Ratio D (Equity / Liability​)
	1.59
	1.177
	1.138
	1.011
	0.899



	Item
	2020
	2021
	2022
	2023
	2024

	Sales (£m)
	614,680
	601,602
	542,751
	420,457
	394,879

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

	Ratio E (Sales TA​)
	1.205
	1.179
	1.077
	1.181
	1.221



Altman Z-Score 
	Year
	Working Capital
	Total Assets
	Retained Earnings
	EBIT
	Equity
	Liabilities
	Sales

	2020
	147,333
	510,290
	324,990
	37,267
	313,301
	196,989
	614,680

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

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

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

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



Calculated Altman Z-Score Ratios
	Year
	A (Working Cap / Total Assets)
	B (Retained Earnings / Total Assets)
	C (EBIT / Total Assets)
	D (Equity / Liabilities)
	E (Sales / Total Assets)

	2020
	0.2887
	0.6369
	0.073
	1.5904
	1.2046

	2021
	0.2359
	0.6472
	0.0456
	1.1773
	1.1788

	2022
	0.2411
	0.6559
	0.0289
	1.1385
	1.0765

	2023
	0.2745
	0.6532
	-0.2397
	1.0111
	1.1815

	2024
	0.2604
	0.6446
	-0.0473
	0.8993
	1.2212



Altman Z-Score and Risk Assessment (2020–2024)
	Year
	Z-Score Calculation
	Z-Score Value
	Risk Zone

	2020
	1.2(0.2887)+1.4(0.6369)+3.3(0.0730)+0.6(1.5904)+1.0(1.2046)
	3.64
	Safe

	2021
	1.2(0.2359)+1.4(0.6472)+3.3(0.0456)+0.6(1.1773)+1.0(1.1788)
	3.22
	Safe

	2022
	1.2(0.2411)+1.4(0.6559)+3.3(0.0289)+0.6(1.1385)+1.0(1.0765)
	3.06
	Safe

	2023
	1.2(0.2745)+1.4(0.6532)+3.3(−0.2397)+0.6(1.0111)+1.0(1.1815)
	2.24
	Gray

	2024
	1.2(0.2604)+1.4(0.6446)+3.3(−0.0473)+0.6(0.8993)+1.0(1.2212)
	2.82
	Gray



[bookmark: _Toc214759629]Z-Score Risk Zone Definitions
	Zone
	Z-Score Value
	Implication

	Safe
	>2.99
	Low probability of bankruptcy.

	Gray
	1.81 to 2.99
	Caution zone; susceptible to bankruptcy within two years.

	Distress
	<1.81
	High probability of bankruptcy.



[bookmark: _Toc214759630]Appendix-IV Capital Budgeting and investment appraisal’
Payback Period
	Year
	Project A CF (£m)
	Project A Cum CF (£m)
	Project B CF (£m)
	Project B Cum CF (£m)
	Project C CF (£m)
	Project C Cum CF (£m)

	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


Project A
PBP =Year before full recovery + (Unrecovered cost at the start of the year / Cash flow during that year)
PBP = 3 + (4/10)
PBP = 3 + 0.4
PBP = 3.4 Years
Project B


Project C

PBP =Year before full recovery + (Unrecovered cost at the start of the year / Cash flow during that year)
PBP = 3 + (15/25)
PBP = 3 + 0.6
PBP = 3.6 Years


Accounting Rate of Return
Project A
	Year
	1
	2
	3
	4
	5

	Profit (£m)
	10
	12
	14
	10
	8


[bookmark: _Toc214759631]Total Profit (5 years):
10+12+14+10+8=54 
 

	Average Investment
	(Book Value at Year 1 + Book Value at End of Useful Life) / 2

	 
	 
	(40+0)/2
	 
	 
	 
	 
	 

	 
	 
	20
	 
	 
	 
	 
	 

	Accounting Rate of Return = Average Annual Profit / Average Investment

	 
	 
	 
	 
	 
	 

	ARR
	10.8/20
	 
	 
	 
	 

	 
	54%
	 
	 
	 
	 



Project B
	Year
	1
	2
	3
	4
	5

	Profit (£m)
	6
	6
	6
	6
	6


[bookmark: _Toc214759632]Total Profit (5 years):
6+6+6+6+6=30 
 

	Average Investment
	(Book Value at Year 1 + Book Value at End of Useful Life) / 2

	 
	 
	(30+0)/2
	 
	 
	 
	 
	 

	 
	 
	15
	 
	 
	 
	 
	 

	Accounting Rate of Return = Average Annual Profit / Average Investment

	 
	 
	 
	 
	 
	 

	ARR
	6/15
	 
	 
	 
	 

	 
	40%
	 
	 
	 
	 





Project C
	Year
	1
	2
	3
	4
	5

	Profit (£m)
	5
	10
	20
	25
	15


[bookmark: _Toc214759633]Total Profit (5 years):
5+10+20+25+15=75 
 

	Average Investment
	(Book Value at Year 1 + Book Value at End of Useful Life) / 2

	 
	 
	(50+0)/2
	 
	 
	 
	 
	 

	 
	 
	25
	 
	 
	 
	 
	 

	Accounting Rate of Return = Average Annual Profit / Average Investment

	 
	 
	 
	 
	 
	 

	ARR
	15/25
	 
	 
	 
	 

	 
	60%
	 
	 
	 
	 





Net Present Value
Project A
	Year (t)
	PV Factor ((1+0.1)t1​)
	Project A CF (£m)
	Project A PV (£m)
	Project B CF (£m)
	Project B PV (£m)
	Project C CF (£m)
	Project C PV (£m)

	1
	0.909
	10
	9.09
	6
	5.45
	5
	4.55

	2
	0.826
	12
	9.92
	6
	4.96
	10
	8.26

	3
	0.751
	14
	10.52
	6
	4.51
	20
	15.03

	4
	0.683
	10
	6.83
	6
	4.1
	25
	17.08

	5
	0.621
	8
	4.97
	6
	3.73
	15
	9.31

	Total PV of Inflows
	
	
	£41.32
	
	£22.74
	
	£54.23

	Less: Initial Investment
	
	
	-40
	
	-30
	
	-50

	Net Present Value (NPV)
	
	
	£1.32
	
	-£7.26
	
	£4.23



Internal Rate of Return-IRR
Project A
NPV at Lowest Discount Rate (at 10%)
	Year (t)
	Cash Flow (CF) (£m)
	Lowest Discount Rate
	Highest Discount Rate

	
	
	PV Factor (10%)
	PV at 10% (£m)
	PV Factor (20%)
	PV at 20% (£m)

	1
	10
	0.909
	9.09
	2.1
	4.76

	2
	12
	0.826
	9.92
	4.41
	2.72

	3
	14
	0.751
	10.52
	9.261
	1.51

	4
	10
	0.683
	6.83
	19.4481
	0.51

	5
	8
	0.621
	4.97
	40.841
	0.20

	Total PV of Inflows
	
	
	41.33
	
	9.70

	Initial Investment (C0​)
	
	
	-40
	
	-40

	Net Present Value (NPV)
	
	
	NPV@10% = £1.33
	
	NPV@20% =
 -£30.70





 






Project B
NPV at Lowest Discount Rate (at 10%)
	Items
	Years

	
	1
	2
	3
	4
	5

	
	£6.00
	£6.00
	£6.00
	£6.00
	£6.00

	Discount Rate
	10%
	10%
	10%
	10%
	10%

	Discount Factor
	1.1
	1.21
	1.331
	1.4641
	1.61051

	Present Value
	$5.45
	$4.96
	$4.51
	$4.10
	$3.73

	Total Present Value
	$22.74
	

	Initial Investment
	$30.00
	

	Net Present Value
	-$7.26
	



NPV at Highest Discount Rate (at 20%)
	Items
	Years

	
	1
	2
	3
	4
	5

	
	£6.00
	£6.00
	£6.00
	£6.00
	£6.00

	Discount Rate
	20%
	20%
	20%
	20%
	20%

	Discount Factor
	2.1
	4.41
	9.261
	19.4481
	40.84101

	Present Value
	$2.86
	$1.36
	$0.65
	$0.31
	$0.15

	Total Present Value
	$5.32
	

	Initial Investment
	$30.00
	

	Net Present Value
	-$24.68
	


 

 





Project C
NPV at Lowest Discount Rate (at 10%)
	Items
	Years

	
	1
	2
	3
	4
	5

	
	£5.00
	£10.00
	£20.00
	£25.00
	£15.00

	Discount Rate
	10%
	10%
	10%
	10%
	10%

	Discount Factor
	1.1
	1.21
	1.331
	1.4641
	1.61051

	Present Value
	$4.55
	$8.26
	$15.03
	$17.08
	$9.31

	Total Present Value
	$54.23
	

	Initial Investment
	$50.00
	

	Net Present Value
	$4.23
	


 
NPV at Highest Discount Rate (at 20%)
	Items
	Years

	
	1
	2
	3
	4
	5

	
	£5.00
	£10.00
	£20.00
	£25.00
	£15.00

	Discount Rate
	20%
	20%
	20%
	20%
	20%

	Discount Factor
	2.1
	4.41
	9.261
	19.4481
	40.84101

	Present Value
	$2.38
	$2.27
	$2.16
	$1.29
	$0.37

	Total Present Value
	$8.46
	

	Initial Investment
	$50.00
	

	Net Present Value
	-$41.54
	


 

 






Return on Capital Employed	2020	2021	2022	2023	2024	0.11266400628816736	7.9210113059977313E-2	5.0568320066738504E-2	-0.43806105051252031	-9.2673706403009759E-2	Year
ROCE
Return on Equity	2020	2021	2022	2023	2024	0.1231148320624575	1.9210071426241804E-2	1.5163595448685946E-3	-0.54906103286384977	-0.1569445805166389	Year
Return on Equity
Gross Profit Ratio	2020	2021	2022	2023	2024	0.28674432224897506	0.28759212901552855	0.28059275800505207	0.23203324002216635	0.28868083640811487	Year
Gross Profit Ratio
Operating Profit Ratio	2020	2021	2022	2023	2024	6.0628294397084663E-2	3.8651799694814845E-2	2.6804188292605634E-2	-0.20287686969178775	-3.8738448993235905E-2	Year
Operating Profit Ratio
Current Ratio	2020	2021	2022	2023	2024	1.8207509330956493	1.5551947303113194	1.5615804280441441	1.6062935934668752	1.5319506478574272	Year
Current Ratio
Quick Ratio	2020	2021	2022	2023	2024	-1.1498690880730877	-0.93491307135575474	-0.9140123710578224	-1.0585176359619728	-1.0306271360974408	Year
Quick Ratio
Assets Turnover Ratio	2020	2021	2022	2023	2024	3.4242103503983063	2.7750833767707475	2.5072457073168479	2.6091357013428649	2.494639619435091	Year
Assets Turnover Amount
Stock Holding Period	2020	2021	2022	2023	2024	100.26127675492218	114.51887135837381	131.04081350410669	99.783042270445378	103.11898107766524	Year
Days
Average settlement period for receivables	2020	2021	2022	2023	2024	-76.857950478297653	-78.396473083533635	-75.552675167802548	-97.744929921490183	-105.54228004021485	Year
Days
Creditors Payment Period	2020	2021	2022	2023	2024	69.290424338083682	78.952777272239402	66.719284227025113	64.469614149403682	93.601705324243014	Year
Days
Interest Coverage Ratio	2020	2021	2022	2023	2024	-26.20745428973277	-41.083038869257948	-6.6127272727272723	19.690904893813482	4.5513240107110979	Year
Amount
Gearing Ratio	2020	2021	2022	2023	2024	3.3680848145172353E-2	3.4509785479711882E-2	3.8249534376778936E-2	4.4409225789047747E-2	3.6981141411579876E-2	Year
Percentage
Earnings Per Share	2020	2021	2022	2023	2024	2.77636219678975	0.39368733754177498	3.2039675667165236E-2	-7.6420070011668608	-1.8542325796743575	Year
Amount
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S.No.  Ratio  2024  2023  2022  2021  2020  

R1  Return on Capital Employed  - 9%  - 44%  5%  8%  11%  

R2  Return on Equity  - 16%  - 55%  0 . 15 %  2%  12%  

R3  Gross Profit Ratio  29%  23%  28%  29%  29%  

R4  Operating Profit Ratio  5%  26%  - 4%  - 5%  - 9%  
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S #  Ratio  2020  2021  2022  2023  2024  

R1  Current Ratio  £1.82  £1.56  £1.56  £1.61  £1.53  

R2  Quick Ratio  - £1.15  - £0.93  - £0.91  - £1.06  - £1.03  
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S #  Ratio  2020  2021  2022  2023  2024  

R1  Assets Turnover Ratio  £3.42  £2.78  £2.51  £2.61  £2.49  

R2  Stock Holding Period  100  115  131  100  103  

R3  Average settlement period for  receivab les  - 77  - 78  - 76  - 98  - 106  

R4  Creditors Payment Period  69  79  67  64  94  
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S. #  Ratio  2020  2021  2022  2023  2024  

R1  Interest Coverage Ratio  - 26.21  - 41.08  - 6.61  19 .69  4.55  

R2  Gearing Ratio  3%  3%  4%  4%  4%  

       

R1  Earnings Per Share  £2.78  £0.39  £0.03  - £7.64  - £1.85  
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Consolidated Income Statement (£m)  

 2024  2023  2022  2021  2020  

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

Cost of sales  (280,885)  (322,897)  (390,459)  (428,586)  (438,424)  

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

Operating expenses  129,291   182,861   137,744   149,763   138,989   

Operating income (loss)  (15,297)  (85,301)  14,548   23,253   37,267   

Interest income (expenses)  (3,361)  (4,332)  (2,200)  (566)  (1,422)  

Other income (expenses)  60   (2,621)  (955)  (6,607)  8,060   

Income (loss) before provision for income taxes  (18,598)  (92,254)  11,393   16,080   43,905   

Income taxes  (5,431)  (5,984)  (10,986)  (10,779)  (5,333)  

Net income (loss)  (24,029)  (98,238)  407   5,301   38,572   

      

Earnings (loss)   per share  

Basic (£)  - 1.85  - 7.64  0.03  0.39  2.78  

Diluted (£)  - 1.85  - 7.64  0.03  0.39  2.72  

Shares used in computing earnings (loss) per share  

Basic  12,959  12,855  12,703  13,465  13,893  

Diluted  12,959  12,855  12,779  13,742  14,166  
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Consolidated Financial  Position (£m)  

 2024  2023  2022  2021  2020  

Assets       

Current assets       

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

Accounts receivable  114,182   112,596   112,346   129,215   129,433   

Contract assets  10,346   4,240   7,996   5,012   9,685   

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

Other current assets  9,478   7,325      

Income tax receivable  2,350   3,666   4,130   348   3,314   

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

Property, plant, and  equipment, net  34,207   44,619   62,791   74,647   87,285   

Intangible assets  24,038   25,349   24,470   20,169   19,710   

Operating lease right - of - use assets  14,322   18,693   21,599   19,847   19,522   

Deferred income taxes  6,425   6,787   6,242   7,729   5,564   

Other  assets  1,868   1,573   1,936   2,347   2,752   

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

Liabilities and Equity       

Current liabilities       

Accounts payable  72,031   57,033   71,373   92,707   83,229   

Lines of credit  36,960   55,000   88,000   56,000   20,000   

Accrued compensation  20,927   20,305   20,904   24,217   28,931   

Accrued sales discounts, rebates and royalties  5,204   5,796   6,477   9,286   10,758   

Other accrued liabilities  21,008   21,181   24,134   30,840   33,057   

Total current liabilities  158,291   161,148   216,473   216,787   179,510   

Long - term liabilities       

Operating lease obligations  9,232   12,560   15,027   14,266   13,681   

Deferred income taxes  1,931   1,992   2,724   2,394   1,913   

Income tax payable  72   435   723   939   1,054   

Other  long - term liabilities  723   817   810   13   539   
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Consolidated Cash Flow Statement   (£m)  

 2024  2023  2022  2021  2020  

Cash flows from operating activities       

Net income (loss)  (24,029)  (98,238)  407   5,301   38,572   

Adjustments to reconcile net income (loss) to net cash provided by (used for) operating activities       

Depreciation and amortization  18,058   22,927   24,033   26,747   29,735   

Provision for credit losses  1,081   70   (182)   332   

Deferred income taxes  (256)  (1,149)  1,377   (1,560)  (478)  

Shares issued for employee benefit plan  1,063   1,293   1,199   1,092   1,136   

Employee and director stock - based compensation  6,700   8,809   10,013   9,969   9,122   

Impairment of goodwill   49,075      

Impairment of long - lived assets  333   7,963   2,888   3,338   134   

Changes in operating assets and liabilities       

Accounts receivable and contract assets  (12,174)  5,040   12,765   2,007   14,884   

Inventories  6,239   51,458   (9,913)  (14,985)  28,295   

Prepaid expenses and other assets  764   2,860   (917)  (630)  (245)  

Accounts payable and accrued liabilities  15,733   (21,379)  (28,670)  870   (33,543)  

Accrued income taxes  1,310   (3,539)  (2,074)  2,860   (6,486)  

Net cash provided by (used for)  operating activities  14,822   25,190   10,926   40,283   73,392   

Cash flows from investing activities       

Purchase of term deposit    (7,487)    

Redemption of term deposit    7,803     

Acquisition of the net assets    (939)    

Acquisition of property, plant  and equipment  (4,572)  (8,116)  (14,006)  (12,586)  (16,862)  

Acquisition of intangible assets  (3,856)  (5,761)  (6,579)  (4,455)  (6,372)  

Net cash provided by (used for) investing activities  (8,428)  (13,877)  (21,208)  (17,041)  (23,734)  
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