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[bookmark: _Toc213589890]Introduction 
Financial management showcases overall financial health of the organisation by ability to generate revenue in managing efficiency, assets, expenses and expenses (Hussain Al-Hashimy et al., 2022). The report aims to state the ratio analysis of General electronics by identifying its trends, threats and weakness and adoption of Altman Z-score to address risk. The report addresses the working capital, corporate restructuring and investment appraisal techniques by encountering significant changes in managing assets. In this report, the recommended strategies adopted in managing working capital and short and long term financing options have been discussed to encounter operational flexibility. 

[bookmark: _yc7zhmila0c6]

[bookmark: _Toc213589891]1. Financial Health Check
[bookmark: _Toc213589892]1.1 Overview of Financial Performance (Five-Year Review)
[bookmark: _Toc213589893]1.1.1 Income statement analysis 
The gross profit of General Electronics in 2020 is about £176,256m and £113,994m in 2024 which decreases 35.3% leading towards excessive rises of debt. The operating expenses of General Electronics approximately decreased 6.89% leading to high rises of tax which reduced import and export of the raw materials [Refer to Appendix 1]. General Electronics encountered a cash reserve significant loss of about £37,267m which declined in 2022 about 60.96 % and increased 486.3% in 2023 which slowed down in 2024. 
[image: ]
Figure 1: Consolidated income statement
(Source: Case data)
[bookmark: _Toc213589894]1.1.2 Balance sheet analysis 
The total assets of General electronics is about £510,290m in 2020 which tends to rise to £355,872m leading to rise 43.4% in 2023 which decreases -9.14% in 2024. The decreases in total assets in General electronics leading to economic shifts and increases in consumer places which encounter decline in consumer expenses. The total current liabilities of General Electronics is about £179,510m in 2020 which tends to rise high about 17.6% in 2021, decrease 74.34% in 2023, 1.77% in 2024 [Refer to Appendix 1]. Thus decreases in current liabilities improved liquidity health by ability to meet short term obligations. 
[bookmark: _Toc213589895]1.2 Profitability Analysis
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Figure 2: Profitability ratio 
(Source: self-developed) 
Identification of trend 
The net margin of General electronics tends to decrease about 12.37% in 2024 as compared to 2020 leading to rises of high operating cost, intense growth in electronics manufacturing [Refer to Appendix 1]. The ROE is about to decrease about 28% in 2024 due to volatility in supply chain and high rises of equity bases. ROCE decreases about 20.54% in 2024 as compared to 2020 which reduced profitability due to inefficient cost maintenance. For instance, UK manufacturers profit margin dropped about 23% in 2025 with a 30% rise in manufacturers leading to potential rises of trade tension and macro-economic conditions (Mitchell, 2025). “Gross Margin inventory return" rose about 17% which is about to reach about GBP £4.33 regarding buying of stock (Mitchell, 2025). 
Strength 
General electronics profit potentially decreases which leads to lower down stock price and encounters strategic shifts in product offerings
Weakness 
The decreasing trends of the General Electronics is due to fluctuation of price of the electronic products which encounter significant pressure affecting overall profitability of business.
[bookmark: _Toc213589896]1.3 Liquidity Analysis
[image: ]
Figure 3: Liquidity ratio 
(Source: self-developed) 
Identification of trend 
General Electronics has witnessed a decline in the value of its current ratio by 15.93% in 2024 as compared to 2020. On the other hand, the organisation has also reduced its quick ratios to 46.8% in 2024 [Refer to Appendix 1]. The cash ratio of the organisation has also lowered by 10.43% in 2024 as compared to 2020. In the UK electric sector, the cash value has reduced by £3m due to the rise in the online payment activities in 2024 (Shaw, 2025). The inclusion of digitalisation and lowering of the monetary resources has hampered the financial stability of the electronic company. 
Strength 
The enhancement in the digital payment operations has helped General Electronics in ensuring smooth execution of the business transactions that has in turn improved the goodwill of the company among the investors.
Weakness 
The lowering of the cash value for General Electronics has also reduced the working capital of the company that has caused delays in the completion of business projects. 
[bookmark: _Toc213589897]1.4 Efficiency Analysis
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Figure 4: Efficiency ratio
(Source: self-developed)  
Identification of trend
The efficiency ratios show fluctuating operational performance over the five-year period. Total 10% improvement of inventory days also be observed due to the decreasing of inventory days optimization period from 62 days [Refer to Appendix 1]. The electronics industry is expected to expand at a 2.81% CAGR between 2025 and 2030, supported by consistent technological innovation and rising digital adoption (Statista, 2025). Higher digital adoption growing credit risk that impacted receivables days increased from 81 with 23% deterioration. Payables days rose sharply from 55 to 104 days (89% increase), suggesting heavier reliance on supplier credit to manage cash shortages.
Strength
The increasing CAGR growth of the electronic industry will also be an opportunity for General electronics for industry with less relying on competitiveness of the market.
Weakness
The successive increase of receivable and payable days also abruptly impact the credit management system of the organisation which affects short term liquidity management.
[bookmark: _Toc213589898]1.5 Gearing (Solvency) Analysis
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Figure 5: Gearing ratio 
(Source: self-developed) 
Identification of trend
The financial risk profile is higher throughout the five-year period, according to the gearing ratios. The D/E ratio rose by 76% as total liabilities rose from £196,989 million in 2020 and equity fell to £153,105 million in 2024 [Refer to Appendix 1]. By managing debt potential, the UK's grant funding also brought in £1.5 billion in total investment capital, demonstrating solid external confidence in its long-term growth (Datacity, 2024). The debt-to-capital ratio increased by 45% as a result of the increase in overall debt from £295,495 million to £371,930 million. The interest coverage ratio collapsed from 26.21 in 2020 to –4.55 in 2024, driven by falling operating profit (from £37,267m to –£15,297m) and rising interest expenses.
Strength
Securing £1.5 billion in investment and grant funding demonstrates strong external confidence, supporting growth while managing high debt levels.
Weakness
Rising debt, falling equity, and negative interest coverage indicate increasing financial risk, reduced solvency, and vulnerability to operational or market shocks.
[bookmark: _Toc213589899]1.6 Investment Ratios
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Figure 6: Investment ratio 
(Source: self-developed) 
Identification of trend
The investment ratio provides assistance in acquiring knowledge regarding the performance of organisation in the stock exchange. As per the above figure, General Electronics has reduced its EPS value by 166% in 2024 [Refer to Appendix 1]. The USA electronic sector has lowered its share price by $0.45 due to a decline in revenue worth $1.4bn in 2023 (Yahoo Finance, 2025). Overall, the lowering of the market shares has reduced the brand loyalty of General Electronics among its investors. 
Strength
The reduction in the earnings per share has provided opportunities for General Electronics to acquire investments from shareholders. 
Weakness
The decline in the shares has also reduced the market value of General Electronics that has also hampered the financial stability of the organisation.
[bookmark: _Toc213589900]1.7 Cash Flow Position
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Figure 7: Cash Flow Ratios
(Source: self-developed) 
Identification of trend
General Electronics has reduced its operating cash flow ratios by 78% from 2020 to 2024. In addition, the organisation has also witnessed a decline in the value of its return on assets by 64.25% in 2024. The value of chip investment has declined to around $3bn due to an increase in the product prices in 2024 (Lee and Yang, 2024) . On the other hand, the enhancement in the US tariff rates has also adversely influenced the purchasing decisions of the consumers. The decline in the popularity of the commodities has reduced the business income of General Electronics. 
Strength
The lowering of the operating cash flow has opportunities for investors to execute investment activities in General Electronics.
Weakness
The decline in the operating cash value has also reduced the working capital of General Electronics that has also caused production delays for the company. 
[bookmark: _Toc213589901]1.8 Corporate Failure Prediction Models 
[image: ]
Figure 8: Altman Z score
(Source: Self-developed)
The Altman Z-Score analysis for General Electronics from 2020–2024 highlights an effective financial deterioration. In 2020, the Z-score of 3.69 reflected a low default risk, supported by strong EBIT (£37,267m) and equity (£313,301m). The score declined to 3.25 in 2021 and 3.02 in 2022, as EBIT fell to £23,253m and sales growth slowed to 11%, though still in the safe zone. In 2023, the Z-score dropped sharply to 1.63, driven by a £85,301m operating loss and reduced working capital of £97,703m, signaling distress [Refer to Appendix 1]. By 2024, it marginally recovered to 2.24, indicating moderate risk with EBIT at -£15,297m and total assets down to £323,354m. Overall, profitability decline and rising liabilities increase default vulnerability.

[bookmark: _hk4i2d8ookge]

[bookmark: _Toc213589902]2. Working Capital Management Analysis 
[bookmark: _Toc213589903]2.1 Working Capital Position Overview 
[bookmark: _Toc213589904]2.1.1 Current Assets vs. Current Liabilities
The current assets of General Electronics decrease -9.14% in 2024 in comparison to 2020 due to strategic shifts in electronics products which streamline improvement in business operation. The reason for decreasing current assets in the electronic industry is due to substantial paying off debts which in term lower down the overall sales. Current liabilities of General Electronics decreased 11.83% in 2024 from 2020 leading to significant changes in inventory management and slowed down domestic production (Reuters, 2024). US manufacturing has dropped due to the development in new order by lowering down production 10.3% which affects the UK economy (Reuters, 2024). 
[bookmark: _Toc213589905]2.1.2 Liquidity Stress Points
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Figure 9: Liquidity stress
(Source: self-developed) 
The Liquidity Stress Index (LSI) for General Electronics (2020–2024) was calculated using weighted averages of the Quick Ratio (40%) and Cash Ratio (20%), providing a composite measure of short-term solvency. Over five years, the Quick Ratio declined from 1.55 in 2020 to 1.30 in 2024, and the Cash Ratio fell from 0.32 to 0.17, reducing the weighted LSI score from 1.41 to 1.17. Hence, higher outflow from business also ensures contraction of liquidity about 17% affecting cash position. Overall, it is also to ensure higher working capital pressure to meet short term financial assets effectively. 
[bookmark: _Toc213589906]2.2 Cash Conversion Cycle Analysis 
[bookmark: _Toc213589907]2.2.1 Inventory Conversion Period
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Figure 10: Inventory conversion period
(Source: self-developed) 
The fluctuating trend is also observed in Inventory Conversion Period (ICP) trend for The General Electric’s from 2020 to 2024. The ICP will also be increasing by 67.1% from 35.6 days in 2020 with positive procurement of the supply chain system. In addition, a total 17.8% improvement was observed in 2022 and in 2023, it rose further to 84.5 days (+20.5%). It will also be slightly increasing by 14.3% in 2024 with actual recovery of 96.6 days. Overall, this represents a 171.3% increase over the five-year period. This upward trend in ICP reflects slowing turnover efficiency, excessive stock levels, and the need for improved inventory optimization and demand forecasting.
[bookmark: _Toc213589908]2.2.2 Receivables Collection Period
The account receivable of General Electronics decreases about -11.78% in 2024 which directly improves liquidity and cash flow. The decrease in account receivable is due to faster payment in managing electronic products and shorter credit rating in managing customers. The decreasing account receivable enhancing faster access of cash by investing in new electronic manufacturing. The UK Electronic Market leads to rises of high browning that is due to managing capital expenditure. The line of credit at General Electronics increased about 84.4% in 2024 leading to technological investment and changes in regulation that shift based on market needs. 
[bookmark: _Toc213589909]2.2.3 Payables Deferral Period
General Electronics has enhanced the value of its accounts payable days by 89% from 2020 to 2024. The increase in the payable period has provided an opportunity for the organisation to achieve financial stability. For example, the UK government has provided financial grants worth £10m for improving semiconductor technologies in the electronics sector in 2024 (Government of UK, 2025). The statutory investment achieved by the industry has helped organisations in improving its product quality. Overall, the improvements in payable period has helped General Electronics in acquiring competitive advantage over other organisations. 
[bookmark: _Toc213589910]2.2.4 Net Cash Operating Cycle Evaluation
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Figure 11: Net cash operating cycle
(Source: self-developed) 
The table illustrates the Net Cash Operating Cycle (NCOC) from 2020 to 2024, highlighting notable efficiency trends. The extension period of receivables and inventory days also be abruptly affected NCOC rose from 88.2 days in 2020 to 110.3 days in 2021. In addition, slow management cash recovery position also made stable fluctuation in NCOC with 127.1 days in 2023 In 2024, a total of 58% increase was also observed in NCOC with an approximate value of 52.4 days compared to 2023. This reduction signifies faster cash conversion and stronger liquidity, supported by improved inventory turnover in management financial efficiency progress.
[bookmark: _Toc213589911]2.3 Working Capital Improvement Strategies 
General Electronics has witnessed decline in its liquidity ratio performance that has also reduced the operational productivity of the organisation. The adoption of collaboration techniques has been considered as a viable tool that has helped organisations in meeting its working capital requirements. For example, Ultra Electronics has developed partnerships with Cobham worth $5bn for providing “Ultra Scholarship” programmes that has helped the organisation in achieving a skilled workforce for better inventory management in 2024 (Ultra Electronics, 2023). The kind inclusion of business tie-ups will help General Electronics in reducing financial risks effectively with strong inventory management. 
[bookmark: _Toc213589912]2.4 Short-Term vs. Long-Term Financing Evaluation 
[bookmark: _Toc213589913]2.4.1 Short-Term Options 
The provision of credit loss at General Electronics increased about 225.6% in 2024 leading to high rises of debt obligation. The slowdown of the cash flow is due to reducing spending of the essential electronic products to deal with payment obligations. For example, User penetration rate is about 48.7% in 2025 which trends to rise high leading demand on electronic products (Statista, 2025b). The repayment due to lines of credit decreases about 2.44% in 2024 leading to high rises of interest rate and rising of penalties in buying electronic products. 
[bookmark: _Toc213589914]2.4.2 Long-Term Options 
The availability of long-term financial resources is an important tool that has provided economic support to the business operations of the organisations. General Electronics has achieved a decline of 51.1% in its equity value from 2020 to 2024. The inclusion of an investment diversification strategy has helped companies in enhancing its internal capital. For example, Dell Technologies has invested $3bn in AI technologies with an intent to improve its product quality in 2024. The availability of diversified investments will help General Electronics in overcoming market uncertainties. 


[bookmark: _Toc213589915]3. Strategic Financial Restructuring Plan 
[bookmark: _Toc213589916]3.1 Diagnosis of Core Financial Problems 
Lowering of Business Revenue
The decline in the business revenue has been a critical issue that has hampered the operational stability of the organisations. General Electronics has lowered the value of its financial income by 199% in 2024 as compared to 2020. In the UK, the sales value of electronic products has declined to £11bn due to the rise in its operational cost by £6.5bn in 2024 (Vallance, 2025). The enhancement in the manufacturing expenses has hampered the product demand of General Electronics among the customers. On the other hand, the organisation has also witnessed issues related to reduction in its market value, that has hampered the brand loyalty of the organisation. In the UK electronic sector, the value of the investments has declined by £15.1bn due to lowering of the product demands in 2025 (Economic Times, 2025). The absence of proper financial resources has hampered the business growth of General Electronics.
High liquidity risk 
General Electronics addresses high liquidity risks due to managing the short term product cycle, addressing inaccurate demand of products which in term strain the overall cash flow of business. The quick ratio declined by 16.13% in 2024 by showcasing its ability to deal with the short term obligation by decreasing cash in managing inventory. For example, the consumer electronics goods company deteriorated 0.44% in 2025 which is due to high rises of debt and increases in overall credit rating to deal with short term obligations. The company manages long term, liquidity assets that address through managing assets and encounter rapid improvement in product line. For example, General Electric Company faced a liquidity crisis by deteriorating quality of the cash assets and high rise of tax rate to stabilize overall funding. The Boston group cut its debt $30billion from this total capital and converted total capital into equity stake (Beene and Johnsson, 2021). Thus, these declining trends affect profitability to manage large cash reserves. 
[bookmark: _Toc213589917]3.2 Restructuring Options 
Strategic Merger or Acquisition Option
The adoption of merger and acquisition techniques has helped organisations in reducing operational risks and ensuring smooth execution of business operations. For example, Dell Technologies has acquired EMC Inc worth $67bn with an intent to achieve business expansion in 2024. The acquisition has helped the electronic organisation in achieving financial stability. Dell Technologies has increased its business income from $77000m in 2024 to $79000m in 2025 (Market Screener, 2025). The availability of merger and acquisition techniques will help General Electronics in improving its product quality. 
[image: ]
Figure 12: Revenue of Dell Technologies
(Source: Market Screener, 2025)
Sufficient cash reserve through divestiture
In order to manage liquidity risk, proper cash maintenance is more reliable to manage significant loss in business through divestiture by selling non-core assets. The adoption of the “cash flow forecasting” techniques enhance cash maintenance through pro-active decision making in managing cash. For example, General Electric manages its cash by repaying debt and shares 1.2% by showcasing early recovery in the market place (Singh and Ganapavaram, 2021). The company enhances transparency in business by addressing upgradation in credit rating which in term enhances revenue through robust risk maintenance. Although, accelerating strict payment options and enhancing production planning help to reduce excess inventory maintenance. 
[bookmark: _Toc213589918]3.3 Analyzing its Impact 
Debt structure
General Electronics has witnessed an enhancement in its debt value by 76.19% from 2020 to 2024. In the global electronic sector, the value of the revenue has declined from 1057bn in 2021 to 1046bn in 2024 (Pangarkar, 2025). The lowering of the income has increased the debt value of organisations such as General Electronics. In addition, the tariff value on US electronic products has also increased by $2300 in 2025 (Lawder and Mason, 2025). The decline in financial income and enhancement in the business taxes has hampered the operational stability of General Electronics. 
[image: ]
Figure 13: Profits of the Global Electronic Sector
(Source: Pangarkar, 2025)
Shareholder Value
General Electronics gross profit decreased about 35.3% in 2024 as compared to 2020 leading to high rides of production cost, ability to manage renewable energy trouble in managing equipment orders. The issue in managing equity shows its stability in the market by leading to rises of the buyback share which in term reduce the outstanding share. The excessive rises of debt leads have its negative impact on shareholder value by leading to rises of financial risk, increasing high demand in managing capital which in terms reduces tax rate. The high debt burden hampers operational flexibility of the business by responding with market changes and economic downtown. 
Operational flexibility
The decline in the financial results of General Electronics has also reduced the operational flexibility of the organisation. In the UK electronic sector, the female workforce has been reduced to around 26.5% in 2024 (Government of UK, 2025a). The existence of a gender gap has reduced the productivity of the industry. In addition, the workers have also observed a decline in the value of hourly wages from £15 in 2023 to £14 in 2024 (Moreau, 2025). The enhancement in gender discrimination and decline in financial stability of the employees has reduced the operational flexibility of the electronic sector.
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Figure 14: Employment in the UK Electronic Sector
(Source: Government of UK, 2025a)
[bookmark: _Toc213589919]3.4 International and Ethical Considerations 
Currency Risk Exposure
Currency risk affects the electronic industry by addressing fluctuation of price of electronic goods which in term squeeze the overall profit margin. The revenue of the General Electronic fell down due to lowering operating expenses 6.89% which squeezed the overall profit due to competition and pricing of products. For example, Apple has its significant debt of $101.69billion which is due to high rises of tax and potential borrowing to manage cash (Market capitalization , 2024). The unexpected fluctuation in currency affects the future cash flow and long term investment of the business. 
Cross-Border Tax Implications
Tax implications have been a critical issue that reduced the product demand of General Electronics among the customers and reduced the income of the company. In China, the value of the tariff rates on the US electronic products will increase to 30% in 2025 (Zhu, 2024). On the other hand, the taxes on semiconductor commodities have been enhanced to 50% (Zhu, 2024). The increase in the value of the business tariffs has also reduced the product demand of General Electronics. 
[image: ]
Figure 15: Tariff Rates on Commodities in China
(Source: Zhu, 2024)
Inflationary Pressures in Global Markets
General Electronics has reduced its equity revenue by 225% due to the occurrence of industrial price rise in 2025. In the UK, the inflation rate has increased from 3% in 2023 to around 3.3% in 2025 (Trading Economics, 2025). The enhancement in the value of the CPI index has also reduced the purchasing power of the customers in the country. In addition, the value of the average income of the consumers has also declined by £40 in 2025 (Lewal, 2025). The enhancement in the product prices has reduced the brand loyalty of General Electronics among customers. 
[image: ]
Figure 16: Inflation Rate in the UK
(Source: Trading Economics, 2025)
CSR, Sustainability, and Ethical Financing Principles
Achieving sustainable cash reserves has its proper interaction with CSR, sustainability in managing business operation. The generation of cash reserves have been addressed through reduction of budget and ability to invest on new funds which encounter significant transition in business. The cash reserve of General Electronic declined about 60.96 % which in term leads to rises of borrowing by addressing decline in share price which have its massive impact on cash flow. The company encountered significant restructuring by ability to deal with unethical practices through informed decision making. 

[bookmark: _Toc213589920]4. Investment Appraisal and Capital Budgeting
[bookmark: _Toc213589921]4.1 Overview of Proposed Investment Projects 
The proposed investment plan is generally focused on acquiring three different types of projects of A, B and C with a highest capital constraint value of £60 million. Project A requires £40 million with steady cash inflows peaking at £14 million in Year 3. In addition, project B requires £30 million with consistent inflows of £6 million annually. However, Project C, acquired £50 million, offers rising returns up to £25 million by Year 4. Hence, from the analysis of three projects with use of the straight line depreciation method, a 10% discounted rate ensures the most financially viable combination of projects to maximize net present value (NPV) and overall returns within the £60 million investment limit.	
[bookmark: _Toc213589922]4.2 Quantitative Evaluation of projects 
[bookmark: _Toc213589923]4.2.1 Project A
	PROJECT A

	YEAR
	CASH FLOW (£m)
	CUMMULATIVE CASH FLOW (£m)
	DISCOUNTING RATE (10%)
	PRESENT VALUE (£m)

	0
	-£40.00
	-£40.00
	1.00
	-£40.00

	1
	£10.00
	-£30.00
	0.91
	£9.09

	2
	£12.00
	-£18.00
	0.83
	£9.92

	3
	£14.00
	-£4.00
	0.75
	£10.52

	4
	£10.00
	£6.00
	0.68
	£6.83

	5
	£8.00
	£14.00
	0.62
	£4.97

	NPV
	
	
	
	£1.32

	Total PV Inflow
	
	
	
	£41.32

	Payback Period
	3.5
	3 Year
	6 Months
	

	Average annual profit
	£10.80
	
	
	

	Initial Investment
	£40.00
	
	
	

	ARR
	27.00%
	
	
	

	IRR
	11.33%
	
	
	

	PI
	1.03
	
	
	


Table 1: Project A
(Source: self-developed) 
The project A is generally to evaluate moderate financial viability with ensure positive cash inflow through the five years’ time period. The cumulative cash flow turns positive between Year 3 and Year 4, achieving a payback period of approximately 3.5 years (3 years and 6 months), indicating a relatively quick recovery of the initial outlay. In addition, total present value of inflow also generated about £41.32 million with acquiring 10% discount rate. As a result, a marginally profitability aspect gained by net present value (NPV) of £1.32 million [Refer to table 1]. 
“The profitability index (PI) measures a proposed project's costs and benefits by dividing the projected capital inflows by the cost of the investment” (Chen, 2025). In this case, The profitability index (PI) of project A is 1.03 that indicates high inflow positive with exceeding >1. The constant increase in present values from Year 1 (£9.09m) to Year 3 (£10.52m) signals strong early-phase performance [Refer to table 1]. The IRR of 11.33%, slightly exceeding the required rate, confirms that returns remain above the firm’s cost of capital. Overall, the ARR of 27% shows superior profitability relative to book investment against PI value about more than 0.03.
[bookmark: _Toc213589924]4.2.2 Project B
	PROJECT B

	YEAR
	CASH FLOW (£m)
	CUMMULATIVE CASH FLOW (£m)
	DISCOUNTING RATE (10%)
	PRESENT VALUE (£m)

	0
	-£30.00
	-£30.00
	1.00
	-£30.00

	1
	£6.00
	-£24.00
	0.91
	£5.45

	2
	£6.00
	-£18.00
	0.83
	£4.96

	3
	£6.00
	-£12.00
	0.75
	£4.51

	4
	£6.00
	-£6.00
	0.68
	£4.10

	5
	£6.00
	£0.00
	0.62
	£3.73

	NPV
	
	
	
	-£7.26

	Total PV Inflow
	
	
	
	£22.74

	Payback Period
	5
	5 years
	0 Months
	

	Average annual profit
	£6.00
	
	
	

	Initial Investment
	£30.00
	
	
	

	ARR
	20%
	
	
	

	IRR
	0.0%
	
	
	

	PI
	0.76
	
	
	


Table 2: Project B
(Source: self-developed) 
Project B requires an initial investment of £30 million and generates uniform annual cash inflows of £6 million over five years. The cumulative cash flow reaches zero at the end of Year 5, resulting in a payback period of 5 years, which exactly matches its project duration. However, the discounted cash inflows amount to only £22.74m, resulting in a negative NPV of –£7.26m, indicating destruction of shareholder value at the 10% discount rate [Refer to Table 2]. Hence, NPV value indicating less than 1 also be higher riskier for investors with generating profitability value in negative that deduce invested value (CFI Team, 2024). 
The present value of inflows gradually declines from £5.45m in Year 1 to £3.73m in Year 5, reflecting diminishing value over time. In addition, the profitability index (PI) is 0.76, which is below 1, signifying that the investment would dissociate and deducted inflow value due to higher depreciation cost in the project. The average accounting rate of return (ARR) is 20%, reflecting modest accounting profitability [Refer to Table 2]. However, the IRR value of neutral also indicates that the project fails to generate returns above the cost of capital. Overall, Project B is not financially viable, as it yields returns below the required rate and fails to add value to shareholders’ wealth.
[bookmark: _Toc213589925]4.2.3 Project C
	PROJECT C

	YEAR
	CASH FLOW (£m)
	CUMMULATIVE CASH FLOW (£m)
	DISCOUNTING RATE (10%)
	PRESENT VALUE (£m)

	0
	-£50.00
	-£50.00
	1.00
	-£50.00

	1
	£5.00
	-£45.00
	0.91
	£4.55

	2
	£10.00
	-£35.00
	0.83
	£8.26

	3
	£20.00
	-£15.00
	0.75
	£15.03

	4
	£25.00
	£10.00
	0.68
	£17.08

	5
	£15.00
	£25.00
	0.62
	£9.31

	NPV
	
	
	
	£4.23

	Total PV Inflow
	
	
	
	£54.23

	Payback Period
	3.6
	3 years
	7 Months
	

	Average annual profit
	£15.00
	
	
	

	Initial Investment
	£30.00
	
	
	

	ARR
	50%
	
	
	

	IRR
	12.7%
	
	
	

	PI
	1.81
	
	
	


Table 3: Project C
(Source: self-developed) 
The project C also introduced stronger financial performance for generating higher return for investors of General Electronics. The initial investment value of £50 million also be ensure a maximum cash flow in fourth consecutive year about £25 million. In addition, the measurement of cumulative cash flow also be ensure about highest positive return from 3rd and 4th consecutive year with dissolved initial investment recovering total time period of approximately 3.6 years (3 years and 7 months [Refer to table 3]. 
The midterm project profitability also improve investors confidence as it is acquired peak return of £17.08m in Year 4. The gross ARR value about of 50% considered as highest return associated all project that ensure annual average profitability value of £15m, demonstrating superior earnings performance. In addition, the discounted factor of 10% is most suitable for this project for generating inflows amounts to £54.23 million, resulting in a net present value (NPV) of £4.23 million. The profitability index (PI) of 1.81 shows the project generates £1.81 for every £1 invested [Refer to table 3]. The positive IRR value about greater than 1 also illustrates the expected compound annual rate of return from the project (Vipond, 2025). The internal rate of return (IRR) stands at 12.7%, exceeding the discount rate, indicating financial attractiveness. Overall, Project C offers the highest return and fastest recovery, making it the most economically viable and preferred investment among the evaluated projects.
[bookmark: _Toc213589926]4.3 Capital Rationing Decision 
“Capital rationing is a strategy used by companies or investors to limit the number of projects they take on at a time” (CFI, 2025). The key capital rationing limit of £60 million helpful to indemnification about most suitable projects with critical comparison among A, B and C. In investing of £40 million in project generated return with PI index 1.03 with accumulated NPV of £1.32 million. However, Project B needing £30 million, shows weak performance with a negative NPV of –£7.26 million. Hence, negative return from projects also make higher risk to adjugated investors towards successful implementation in the financial outcome of General electronics. Further, project B IRR value also be less compounding than project A about 11.33% ensured minimal interest of investors. In contrast, Project C demonstrates superior profitability with an NPV of £4.23 million, IRR of 12.7%, PI of 1.81, and a payback period of 3.6 years. Therefore, the most efficient use of funds is to invest in Project C, which offers the highest return per pound invested and the strongest overall financial performance, ensuring optimal capital utilization and shareholder value.
[bookmark: _Toc213589927]4.4 Justification of Final Investment Recommendation 
As per the above evaluation, Project C has been preferred by the investors in carrying out investment activities. The business plan has provided higher returns of £15 to the stakeholders as compared to the other schemes. In addition, the ARR value of the project has been around 50% that has helped in improving the revenue of the investors. On the other hand, the business plan has also increased the market value of the stakeholders. The provision of enhanced income for the shareholders will improve the popularity of Project C significantly. 
[bookmark: _Toc213589928]4.5 Project Risk Assessment 
Cost Overrun and Capital Intensity Risk
Project C has high cost overrun, as 16.23% of the contingency fund is based on reserving changes in project scope and for managing unexpected events. Project C encounters significant changes in managing income and initial cost for a high degree of imprecision. For example, General Electric addresses a debt issue of about US$32.5b which slows US$63.5b in the prior year which leads to significant rises in borrowing and purchasing of bonds (Nasdaq, 2021). Project C uses its contingent funds to purchase green bonds, borrowing and unexpected expenses that vary based on market fluctuation. Thus, Project C reduces its cash flow by ability to manage tight contingency and ability to manage risk as emergency financing. 
Cash Flow Volatility Risk
The volatility of the cash flow value has been influenced by the product demand of the company among the customers. For example, the value of electronics such as computing equipment has increased from $262m in 2021 to $264m in 2025 (Pangarkar, 2025). On the other hand, the revenue of gaming equipment has also increased from $318bn in 2021 to $326bn in 2025 (Pangarkar, 2025). The increase in the revenue of commodities has also enhanced the cash flow income of companies such as General Electronics. 
[image: ]
Figure 17: Revenue of Electronic Equipment
(Source: Pangarkar, 2025)
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[bookmark: _Toc213589929]Conclusion
Based on the key context it is also to be concluded that the declining profitability and rising leverage value also make challenges for General Electronics to maintain its operational efficiency in an effective manner. Thus, the short term financial ability of an organisation also be impacted due to the higher cash conversion cycle including working capital pressure. In addition rising default risk also be effectively measured with Altman Z-Score that indicates demand of outflow in business progress. Strategic restructuring through mergers, divestiture, and improved capital allocation is essential to restore financial health. Based on investment appraisal, Project C emerges as the most viable option, offering the highest NPV, IRR, and profitability under capital rationing. 
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[bookmark: _Toc213589932]Appendix 1: Ratio analysis
	Profitability Ratios:-

	Particulars
	Details
	2020
	2021
	2022
	2023
	2024

	Revenue (£m)
	A
	614,680.00
	601,602.00
	542,751.00
	420,457.00
	394,879.00

	Operating Profit/(Loss) (£m)
	B
	37,267.00
	23,253.00
	14,548.00
	(85,301.00)
	(15,297.00)

	Net Profit/(Loss) (£m)
	C
	38,572.00
	5,301.00
	407.00
	(98,238.00)
	(24,029.00)

	Total Assets (£m)
	D
	510,290.00
	510,348.00
	504,163.00
	355,872.00
	323,354.00

	Current Liabilities (£m)
	E
	179,510.00
	216,787.00
	216,473.00
	161,148.00
	158,291.00

	Equity (£m)
	F
	313,301.00
	275,949.00
	268,406.00
	178,920.00
	153,105.00

	Net Margin
	C/A
	6.28%
	0.88%
	0.07%
	-23.36%
	-6.09%

	Return on Capital Employed (ROCE)
	B/(D-E)
	11.27%
	7.92%
	5.06%
	-43.81%
	-9.27%

	Return on Equity (ROE)
	C/F
	12.31%
	1.92%
	0.15%
	-54.91%
	-15.69%

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Liquidity Ratios:-

	Particulars
	Details
	2020
	2021
	2022
	2023
	2024

	Current Assets (£m)
	A
	326,843.00
	337,146.00
	338,040.00
	258,851.00
	242,494.00

	Inventories (£m)
	B
	120,430.00
	134,469.00
	140,181.00
	88,273.00
	79,355.00

	Current Liabilities (£m)
	C
	179,510.00
	216,787.00
	216,473.00
	161,148.00
	158,291.00

	Cash (£m)
	D
	57,153.00
	60,813.00
	66,740.00
	42,751.00
	26,783.00

	Current Ratio
	A/C
	1.82
	1.56
	1.56
	1.61
	1.53

	Quick Ratio
	(A-B)/C
	1.15
	0.93
	0.91
	1.06
	1.03

	Cash Ratio
	D/C
	0.32
	0.28
	0.31
	0.27
	0.17

	
	
	
	
	
	
	

	Gearing Ratios:-

	Particulars
	Details
	2020
	2021
	2022
	2023
	2024

	Total Liabilities (£m)
	A
	196,989.00
	234,399.00
	235,757.00
	176,952.00
	170,249.00

	Total Equity (£m)
	B
	313,301.00
	275,949.00
	268,406.00
	178,920.00
	153,105.00

	Operating Profit/(Loss) (£m)
	C
	37,267.00
	23,253.00
	14,548.00
	(85,301.00)
	(15,297.00)

	Interest Expense (£m)
	D
	1,422.00
	566.00
	2,200.00
	4,332.00
	3,361.00

	Shareholders capital (£m)
	E
	313,301.00
	275,949.00
	268,406.00
	178,920.00
	153,105.00

	Total Debt (£m)
	F
	295,495.00
	355,159.00
	368,194.00
	369,973.00
	371,930.00

	Debt/Equity Ratio
	A/B
	0.63
	0.85
	0.88
	0.99
	1.11

	Interest Coverage Ratio
	C/D
	26.21
	41.08
	6.61
	(19.69)
	(4.55)

	Debt/Capital Ratio
	F/(F+E)
	0.49
	0.56
	0.58
	0.67
	0.71

	
	
	
	
	
	
	

	Efficiency Ratios:-

	Particulars
	Details
	2020
	2021
	2022
	2023
	2024

	Revenue (£m)
	A
	614,680.00
	601,602.00
	542,751.00
	420,457.00
	394,879.00

	Cost of Sales (£m)
	B
	438,474.00
	428,586.00
	390,459.00
	322,897.00
	280,885.00

	Opening Inventories (£m)
	C
	28,295.00
	14,985.00
	9,913.00
	51,458.00
	6,239.00

	Closing Inventories (£m)
	D
	120,430.00
	134,469.00
	140,181.00
	88,273.00
	79,355.00

	Average Inventories (£m)
	E=(C+D)/2
	74,362.50
	74,727.00
	75,047.00
	69,865.50
	42,797.00

	Opening Receivables (£m)
	F
	129,433.00
	129,215.00
	112,346.00
	112,596.00
	114,182.00

	Closing Receivables (£m)
	G=(F-L)
	144,317.00
	131,222.00
	125,111.00
	117,636.00
	102,008.00

	Average Receivables (£m)
	H=(F+G)/2
	136,875.00
	130,218.50
	118,728.50
	115,116.00
	108,095.00

	Opening Payables (£m)
	I
	83,229.00
	92,707.00
	71,373.00
	57,033.00
	72,031.00

	Closing Payables (£m)
	J=(I-M)
	49,686.00
	93,577.00
	42,703.00
	35,654.00
	87,764.00

	Average Payables (£m)
	K=(I+J)/2
	66,457.50
	93,142.00
	57,038.00
	46,343.50
	79,897.50

	Receivable and Adjusted contracts
	L
	14,884
	2,007
	12,765
	5,040
	(12,174)

	Payables and Accured Liabilities
	M
	(33,543)
	870
	(28,670)
	(21,379)
	15,733

	Inventory Turnover Days
	365/(B/E)
	62
	64
	70
	79
	56

	Receivables Turnover Days
	365/(A/H)
	81
	79
	80
	100
	100

	Payables Turnover Days
	365/(B/K)
	55
	79
	53
	52
	104

	
	
	
	
	
	
	

	Market Ratios:-

	Particulars
	Details
	2020
	2021
	2022
	2023
	2024

	No Of Share
	A
	13,893.00
	13,465.00
	12,703.00
	12,855.00
	12,959.00

	Net Income
	B
	38,572.00
	5,301.00
	407.00
	(98,238.00)
	(24,029.00)

	Earning Per Share
	B/A
	2.78
	0.39
	0.03
	(7.64)
	(1.85)

	
	
	
	
	
	
	

	Cash Flow Ratios:-

	Particulars
	Details
	2020
	2021
	2022
	2023
	2024

	Cash Flow From Operation
	A
	73,392.00
	40,283.00
	10,926.00
	25,190.00
	14,822.00

	Current Liabilities
	B
	179,510.00
	216,787.00
	216,473.00
	161,148.00
	158,291.00

	Total Assets
	C
	510,290.00
	510,348.00
	504,163.00
	355,872.00
	323,354.00

	Operating Cash Flow Ratio
	A/B
	0.41
	0.19
	0.05
	0.16
	0.09

	Cash Return On Assets
	A/C
	0.14
	0.08
	0.02
	0.07
	0.05
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