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[bookmark: _Toc216894581]1. Introduction 
The report provides a critical financial analysis of General Electronics, an international corporation that is presently undergoing huge operational and financial issues. The company is in a bad condition after a lengthy period of declining performance and market instability. The report will identify the underlying causes of the declining situation and develop a robust recovery strategy that will put the business on its feet and road to recovery. There are four main stages of the report. The first section is to make a financial health check, such as an analysis of records and identify the trend of profit and the risk of bankruptcy. The second section includes an analysis of working capital management as a solution to prevent liquidity issues and cash flow problems. The third section offers a strategic restructuring strategy, including a discussion of various corporate alternatives to balance the balance sheet and regain investor confidence. The last section includes reviewing investment projects with the aim of identifying the most attractive projects that offer long-term value without needing lofty capital constraints. Integrating financial theory with real-world restructuring decisions and ethical issues, this report represents a concise road map of how to make General Electronics a profitable global enterprise that is sustainable.
[bookmark: _Toc216894582]2. Financial Health Check 
[bookmark: _Toc216894583]2.1 Analysis of General electronics’ Financial Statement (2020-2024)
The financial statement of the General Electronics over the past five years has addressed a major determination in the financial performance, profitability, and financial stability, while confirming the business’ distressed position. Here a detailed review of the income statement, cash flow statement and balance sheet insights has been given for ide notifying the structural and operational specifications besides short-term volatility.
By assessing the income statement perspective revenues has addressed a sharp declining from £614,680m in 2020 to £394,879m in 2024, while addressing the weakening global demand, including; loss of market share, or ineffective product positioning. Even though the gross profit margins remained stable (which is around 29% in 2024), while operating profitability has been collapsed due to the excessive operating expenses that has exceeded the gross profit in both 2023 and 2024 (refer to annual statements) (Stobierski, 2020). This has caused operating loss of £85,301m in 2023 and £15,297m in 2024. The net income has followed similar trend, which has deteriorated from the healthy profits of £38,572m in 2020 to the substantial losses of £98,238m in 2023, with having a continued losses FY2024 (refer to annual statements). Such impairment of the goodwill or £49,075m in 2023 has addressed past overinvestment and failure of acquisitions. 
Then cash flow statement addresses rising pressure on the liquidity while the operating cash flows has remained positive. It has been declined from £73,392m in 2020 to £14,822m in 2024, which has been driven by the declining earnings and adverse working capital movements, specifically in payables and receivables. Making investment in a consistent manner can show some negative cash flow, while reflecting current capital expenses and intangible asset investment without having commensurate returns (refer to annual statements).    
From the financial position standpoint, the total assets have fallen from being £510,290m in 2020 to £323,354m in 2024, which is due to the declination of inventories, receivables including, and impairment of assets (Mcclure, 2025). The equity has reduced substantially, with having retained earnings and declining of treasury stocks that has remained negative, while weakening the solvency position of the business. Even though the current liabilities have been reduced, the liquidity remained strained as cash balance has reduced by 37% between 2023 and 2024.        
[bookmark: _Toc216894584]2.2 Ratio assessment
	Profitability Ratios

	Ratio
	Formula
	2024 (Amount & Result)
	2023
	2022
	2021
	2020

	Gross Profit Margin (%)
	Gross Profit ÷ Net Sales × 100
	113,994 ÷ 394,879 = 28.87%
	97,560 ÷ 420,457 = 23.20%
	152,292 ÷ 542,751 = 28.06%
	173,016 ÷ 601,602 = 28.76%
	176,256 ÷ 614,680 = 28.67%

	Net Profit Margin (%)
	Net Income ÷ Net Sales × 100
	(24,029) ÷ 394,879 = -6.09%
	(98,238) ÷ 420,457 = -23.37%
	407 ÷ 542,751 = 0.07%
	5,301 ÷ 601,602 = 0.88%
	38,572 ÷ 614,680 = 6.28%

	ROA (%)
	Net Income ÷ Total Assets × 100
	(24,029) ÷ 323,354 = -7.43%
	(98,238) ÷ 355,872 = -27.61%
	407 ÷ 504,163 = 0.08%
	5,301 ÷ 510,348 = 1.04%
	38,572 ÷ 510,290 = 7.56%

	ROE (%)
	Net Income ÷ Shareholders’ Equity × 100
	(24,029) ÷ 153,105 = -15.69%
	(98,238) ÷ 178,920 = -54.91%
	407 ÷ 268,406 = 0.15%
	5,301 ÷ 275,949 = 1.92%
	38,572 ÷ 313,301 = 12.31%


[bookmark: _Toc216868168][bookmark: _Toc216891977]Table 1: Profitability Ratios

	Liquidity Ratios

	Ratio
	Formula
	2024
	2023
	2022
	2021
	2020

	Current Ratio
	Current Assets ÷ Current Liabilities
	242,494 ÷ 158,291 = 1.53
	258,851 ÷ 161,148 = 1.61
	338,040 ÷ 216,473 = 1.56
	337,146 ÷ 216,787 = 1.56
	326,843 ÷ 179,510 = 1.82

	Quick Ratio
	(Current Assets – Inventories) ÷ Current Liabilities
	(242,494 − 79,355) ÷ 158,291 = 1.03
	(258,851 − 88,273) ÷ 161,148 = 1.06
	(338,040 − 140,181) ÷ 216,473 = 0.91
	(337,146 − 134,469) ÷ 216,787 = 0.94
	(326,843 − 120,430) ÷ 179,510 = 1.15


[bookmark: _Toc216868169][bookmark: _Toc216891978]Table 2: Liquidity Ratios

	Efficiency Ratios

	Ratio
	Formula
	2024
	2023
	2022
	2021
	2020

	Asset Turnover
	Net Sales ÷ Total Assets
	394,879 ÷ 323,354 = 1.22
	420,457 ÷ 355,872 = 1.18
	542,751 ÷ 504,163 = 1.08
	601,602 ÷ 510,348 = 1.18
	614,680 ÷ 510,290 = 1.21


[bookmark: _Toc216868170][bookmark: _Toc216891979]Table 3: Efficiency Ratios

	Gearing / Leverage Ratios

	Ratio
	Formula
	2024
	2023
	2022
	2021
	2020

	Debt-to-Equity
	Total Liabilities ÷ Shareholders’ Equity
	170,249 ÷ 153,105 = 1.11
	176,952 ÷ 178,920 = 0.99
	235,757 ÷ 268,406 = 0.88
	234,399 ÷ 275,949 = 0.85
	196,989 ÷ 313,301 = 0.63

	Debt Ratio
	Total Liabilities ÷ Total Assets
	170,249 ÷ 323,354 = 0.53
	176,952 ÷ 355,872 = 0.50
	235,757 ÷ 504,163 = 0.47
	234,399 ÷ 510,348 = 0.46
	196,989 ÷ 510,290 = 0.39


[bookmark: _Toc216868171][bookmark: _Toc216891980]Table 4: Gearing / Leverage Ratios

	Cash Flow Ratios

	Ratio
	Formula
	2024
	2023
	2022
	2021
	2020

	Operating Cash Flow Ratio
	Operating Cash Flow ÷ Current Liabilities
	14,822 ÷ 158,291 = 0.09
	25,190 ÷ 161,148 = 0.16
	10,926 ÷ 216,473 = 0.05
	40,283 ÷ 216,787 = 0.19
	73,392 ÷ 179,510 = 0.41


[bookmark: _Toc216868172][bookmark: _Toc216891981]Table 5: Cash Flow Ratios

	Investment Ratios

	Ratio
	Formula
	2024
	2023
	2022
	2021
	2020

	Earnings Per Share (EPS)
	Net Income ÷ Weighted Avg. Shares
	(24,029) ÷ 12,959 = -1.85
	(98,238) ÷ 12,855 = -7.64
	407 ÷ 12,703 = 0.03
	5,301 ÷ 13,465 = 0.39
	38,572 ÷ 13,893 = 2.78


[bookmark: _Toc216868173][bookmark: _Toc216891982]Table 6: Investment Ratios
[bookmark: _Toc216894585]2.3 Identification of Trends, Strengths, and Threats
Key trends 
The general electronics reflects persistent downward revenue trend, with having net sales is declining from being £614,680m (2020) to £394,879m (2024). This can be noted as a cumulative fall of more than 36%. The profitability has deteriorated sharply, while the operating income has moved from £37,267m (2020) to the operating loss of £15,297m (2024). In this case, the net income has been declined from being £38,572m profit to £24,029m loss (refer to annual statement). The gross margin process has weakened from being 28.7% in 2020 to 28.9% by the end of 2024, but this has marked real issues. The operating expenses of the business has remained disproportionately higher, and it exceeded the gross profit in both FY2023 and FY2024. The asset contradiction is highly evident, with having total assets are shrinking from £510,290m to £323,354m. This has addressed divestment and impairment besides being organic gain of efficiencies.
Strengths
One of the major strength lies in positive operating cash flows that has consistently remained positive (£14,822m in 2024). This has addressed the fact that core operations generate cash, and inventory levels have reduced in a significant manner of £140,181m in 2022 to £79,355m in 2024. This has reflected the improvement of working capital control. In this case, reduction of the PP&E suggests strategic move towards the leaner asset base (AbasiIta, 2025).
Threats
Some major threats include recurring losses, declining equity, which has become down from being £153.105millon in FY2024, and a heavier reliance on short-term credit lines. This has increased the liquidity and refining risks, where the continued foreign exchange losses and goodwill impairment has threatened the long-term sustainability, if it is not being properly addressed. 
[bookmark: _Toc216894586]2.4 Application of Altman Z-score for assessing default risk 
For assessing the General Electronics risk, the Altman Z-Score can be applied by using the 2024’s data, from the consolidated financial statements.     
Altman Z-Score Formula
Z = 1.2X₁ + 1.4X₂ + 3.3X₃ + 0.6X₄ + 1.0X₅
Here, following can be taken into considerations:
· X₁ = Working Capital / Total Assets
· X₂ = Retained Earnings / Total Assets
· X₃ = EBIT / Total Assets
· X₄ = Equity / Total Liabilities
· X₅ = Sales / Total Assets
The key ratio calculations for 2024 
Working capital: 242,494 − 158,291 = 84,203
X₁ = 84,203 / 323,354 = 0.26
X₂ = 208,431 / 323,354 = 0.64
EBIT = Operating loss = −15,297
X₃ = −15,297 / 323,354 = −0.05
X₄ = 153,105 / 170,249 = 0.90
X₅ = 394,879 / 323,354 = 1.22
Now Z-Score calculation will be as below:
Z = (1.2×0.26) + (1.4×0.64) + (3.3×−0.05) + (0.6×0.90) + (1.0×1.22)
Or, 2.81
Interpretations: 
· Z > 2.99 → Safe zone
· 1.81 < Z < 2.99 → Grey zone
· Z < 1.81 → Distress zone
With having the Z-Score of 2.81, General Electronics is positioned close to the upper boundary of the grey zone, while addressing moderate default risks. As the liquidity and equity remained relatively stronger, the negative operating profitability and declining sales weakness firms credit profile.   
[bookmark: _Toc216894587]3. Working Capital Management Analysis 
[bookmark: _Toc216894588]3.1 Cash Operating Cycle
Cash operating cycle indicates the number of days in which an organization spends cash and the number of days in which it receives revenues from the sales (Ojha et al. 2021). This measure is essential in determining the efficiency or liquidity of the company. A long cycle implies that capital will remain in the form of non-cash assets and may result in insolvency. Management can identify certain issues in ordering, production, or payment collections by examining how many days are taken to convert the resources into cash. 
Formula,
Cash Operating Cycle = Days Inventory Outstanding (DIO) + Days Sales Outstanding (DSO) - Days Payables Outstanding (DPO) 
DIO= (Average inventory ÷ Cost of sales) × 365 Days 
= [{(88,273 + 79,355)/2} ÷ 280,885] × 365 
= (83,814÷ 280,885) × 365
= 108.91 
DSO= (Trade Receivables ÷ Revenue) × 365 Days 
= (114,182 ÷ 394,879) × 365 
= 105.54
DPO= (Trade Payables ÷ Cost of Sales) × 365 Days 
= (72,031÷ 280,885) × 365  
= 93.60 
So, Cash Operating Cycle  
= DSO + DIO – DPO
= (108.91 + 105.54) - 93.60  
= 120.85 
General Electronics has liquidity issues as the cycle stands at 120.85 days. The company maintains an inventory of almost 109 days, and its outstanding days receivable is almost 106 days, which forms almost a four-month gap. Due to this delay issue, the company needs to depend on external funding, whereby credits need to be frequently used to cover the working capital deficit. 
[bookmark: _Toc216894589]3.2 Recommending strategies to improve liquidity through working capital reforms  
As being newly appointed as the CFO of the General electronics, the improvement of the liquidity needs to be treated as an immediate survival priority besides long-term optimization goals. The businesses’ financial statement can address tightening cash positions, while the declining operating profitability and inefficient working capital utilizations. 
Strengthening receivables management
The accounts receivables remained disproportionately higher (which is £114.2bn in 2024) despite of the failing sales, that addresses weaker credit control and slowed collections. The organization need to introduce strict customer credit policies, including the credit scoring, revised payment terms by regions and tighter approval of the thresholds for the high-risk international distributors (Deloitte, 2024). At the same time, early-payment incentives and expanded use of the factoring and receivables financing accords the emerging markets can accelerate the cash inflows without increasing the leverage. 
Optimizing the payables without causing damage to the supplier relations
The accounts payable has declined the relatively to the earlier years, while reducing the natural financing benefit from the suppliers. The general electronics need to renegotiate the longer terms of payment with having strategic suppliers, specially focusing on the large payment terms with stronger balance sheets. At the same time, supply-chain finance programmes can be introduced which can allow the suppliers to receive the early payment through firm-perceived cash flows (Gopalan, 2025). 
Enforcing cash disciplines and centralized treasury controls
The liquidity erosion has been compounded by the inconsistent and regional cash practices. The business needs to apply centralized global treasury functions, while consolidating the cash visibility across subsidiaries.         
[bookmark: _Toc216894590]3.3 Comparing short-term Vs long-term financing options 
For the general electronics, both the short-term and long-term financing options plays a distinct role in terms of stabilizing the liquidity and supporting turnaround objectives:
The short-term financing such as; lines of credit, overdrafts, trade credit is used for funding the working capital needs, including; inventory purchases and receivables gaps. This firm has relied heavily on the sources, with having the lines of credit is at £36.96m in 2024. Flexible and relatively quicker access, including; short-term finance carriers the higher refinancing risk exposures to volatility of interest rates (Totuka, 2025).         
In contrast to that, long-term financing options such as; term loans, bonds, lease obligations, equity issuance supports the structural recovery and capital investment. Regarding the General Electronics, refinancing a specific part of the short-term debt into the long-term instruments can make an alignment with asset lives, improvement of liquidity ratios and reduction of the default risks during turnaround phases.
[bookmark: _Toc216894591]4. Strategic Financial Restructuring Plan 
[bookmark: _iq0hrlfsin6w][bookmark: _Toc216894592]4.1 Recommendation of Financial Restructuring Options
General Electronics suffers from poor performance, and to heal the declining revenue under financial scrutiny, there is a need for an extensive reorganisation strategy. The goal is to stabilise the balance sheet, reduce debt and focus attention on the most profitable aspects of the business. 
Divestiture: Divestitures are changes of a company that reduce the company's size by dividing it by selling or disposing of one or more businesses, subsidiaries, or divisions (Feldman, 2021).  In the case of General Electronics, the primary aim of divestiture is to release cash that is linked to underperforming units. It will also enable the company to solve its liquidity issue by selling non-core assets to get cash within a short period instead of raising debt. Such an action of asset stripping allows the management to streamline the company structure and focus on the divisions that achieve the highest growth rates. Also, the net effect of selling these assets is decreasing the operating costs and depreciation of the assets, which can immediately increase the net profit margin. The money may also be used to pay off existing debts that have caused the cash cycle of the company to extend.
Merger: Mergers and acquisitions occur when two or more companies combine, through one of them acquiring the other one, merging, or forming a third company (Umar, 2023). A merger may be the saviour of a struggling firm. Through collaborating with a more powerful company, General Electronics can attain economies of scale, reducing the cost per unit by producing more goods. A merger also provides the availability of new markets or customer groups that would be unreachable due to a small marketing budget. Mergers also assist one company in becoming innovative and embark on the process of becoming an active innovator (Rogova, Kirichenko and Lebedeva, 2023). Combining R&D in the electronics sector may accelerate product development and reduce expenses since innovation occurs at a low rate. Collaboration will restore the market trust and provide the firm with a technology edge that it has lost over the past five years. 
Equity Injection: Equity injection implies the raising of funds by offering new stocks to existing shareholders or acquiring them through the presence of private equity firms. In equity issuances, lenders tend to scrutinise them less thoroughly (Wall Street Prep, 2024). Equity does not require frequent interest payments compared to a loan, and this is of extreme importance to a company such as General Electronics, where cash flow is an issue. An increased level of equity in the capital of the firm reduces the level of gearing, hence creating an impression to the lenders and credit rating agencies that the firm is less risky. A high amount of equity injection provides a permanent capital base which help the company to investment in projects. 
General Electronics should restructure its business through selling parts that are not performing well, merging with the stronger companies, and bringing in more equity. 
[bookmark: _vyr865uq0t5y][bookmark: _Toc216894593]4.2 Impact of restructuring on shareholder value, debt structure, and operational flexibility
The future reorganisation will alter the financial outlook of General Electronics, impacting numerous stakeholders and internal processes. 
Impact on Shareholders: Dilution may occur in the short run, as new shares may be issued, and this would reduce the earnings per share in the short term. Existing shareholders may even experience a decrease in the share of their ownership, yet the new capital may still prove beneficial (Wall Street Prep, 2024). However, the primary purpose of restructuring is to ensure that the company pulls out of bankruptcy before all its value has disappeared. The plan is expected to re-establish the company as a going concern, on which its stock price can be re-established. With an increase in profits as a result of selling the portions of the business and accruing synergies, the company's market value is expected to be higher. 
Debt Structure: Financial restructuring refers to altering the monetary component of a balance sheet, which can include settling of debt and repurchasing shares (Singhal, 2023). General Electronics now encumbers itself with an enormous burden of debt, which consumes cash in interest payments. The strategy will minimise debt in the balance sheet. The transition to a less debt-intensive, more equity-based structure reduces the likelihood of a financial crisis. A better debt-to-equity ratio also allows the company to receive better terms when it requires returning to borrowing, since lenders are less likely to see it as a high-risk default. 
[image: ]
[bookmark: _Toc216892003]Figure 1: Business Restructuring Model
 (Source: Mavlutova et al. 2021)
Operational Flexibility: Restructuring may enhance the finances and improve day-to-day operations of a company, and the identification of synergies is one of the major purposes of such operations (Mavlutova et al. 2021). Management can alter strategy, venture into new markets, or invest in new technology by putting cash in and reducing debt limits. Increased flexibility of operation also allows the company to maintain a larger safety stock or provide better credit to the clients, which might resolve issues identified in the cash flow. 
Restructuring of the company will stabilize the General Electronics by reducing debt and enhancing debt to equity ratio. Dilution may cause issues in shareholders ownership, but the transition will safeguard long-term market values. Increased liquidity also allows the management to be more flexible in investing in new technology and getting larger credit conditions, which in turn will resolve the cash flow issues of the company. 
[bookmark: _umpxfl40vv1u][bookmark: _Toc216894594] 4.3 International and Ethical Considerations 
General Electronics, being an international firm, should ensure that all restructuring initiatives comply legally and maintain ethical standards across all nations. 
International Considerations 
The restructuring also involves moves across borders. Such as when a subsidiary located in Europe is sold, the funds have to be converted back to the home currency. Exchange rate fluctuations can damage the innovation and productivity of a firm when companies involve various combinations of parts of global supply chains (Alfaro, Calani and Varela, 2024). Capital-gain taxes grow is an important tax regulation when selling assets (Gov.UK, 2025). The business ought to adhere to the regulations to ensure things are effective during the restructuring process. 
Ethical Considerations
Downsizing may be as a result of restructuring. Downsizing implies that the workforce need be reduced to operate more efficiently (Mwangi and Jagongo, 2021). company has some ethical obligations to its employees. This will include the provision of reasonable packages, outplacement services and effective communication. ESG reporting refers to the disclosure of the performance of the company on environmental, social, and governance issues (Agbakwuru et al. 2024). Failure to abide by such rules may attract fines, damage the image of the company, and influence investors to lose confidence. In addition, financial reporting in this period needs to be transparent to restore trust that was previously lost in the declining times. The company must ensure that the restructuring plan is not only good to the shareholders but also to other groups. 
General Electronics should change its strategy significantly to stop its decline in financial performance. Selling a portion of the firm, merging with other firms, and attracting new investment may also help in maintaining the finances straight. These measures need to be addressed thoughtfully to cushion owners and manage international risks, yet this offers the organisation the freedom to expand. Lastly, concentrating on these financial developments, maintaining ethicality and being transparent with disclosures will make the company thrive as a viable business, win trust again and make the company sustainable within the harsh global market. 
[bookmark: _9i4skiyikm2b][bookmark: _Toc216894595]5. Investment Appraisal and Capital Budgeting 
[bookmark: _5nj9g6q0e0uc][bookmark: _Toc216894596]5.1 Analysis of PBP, ARR, NPV, PI, and IRR of Projects
The capital investment appraisal techniques or capital budgeting practices assist individuals in determining how they can use the funds so as to invest them in the projects (Afonso and Cunha, 2009). The good investments help to develop and improve the finances of a company. 
Project A
Project A is able to recover its cash in 3.4 years due to its income, which is 36 million at the end of the 3rd year, and therefore the 4 million additional during year 4. This shows a payback period that is shorter than the 5-year life of the investment and a relatively shorter payback period than any other long-term investment venture. Accounting rate of return is represented as 14% based on the average annual profit of 2.8 million and an average investment of 20 million, which represents a fairly good accounting perspective on profitability. 
At a discount of 10%, the Present Value of inflows is approximately 41.32 million. Also, the net present value is 1.32 million, resulting in a profitability index of 1.03, making the project simply add value to the shareholders at the required 10%. It is in line with the study of Abdurofi, Ismail and Ismail (2021), where they say that when the profitability index (PI) lies above 1, it is believed that the project is profitable. The 11.55% internal rate of return is relatively higher than the 10% cost of capital, indicating that, whereas Project A would be considered to be a good project at 10%, it only gives it a very slim safety margin against a fluctuation in the discount rate or the risk involved in the project.
Project B
Project B will give a five-year annual income of 6 million following an investment of 30 million. The payback period of 5 years is too long to recover the 30 million invested in the five-year project. The average profit is 0, because they go up at the same rate as the straight-line depreciation of $6 million. The average investment is 15 million, with the accounting rate of return being 0, indicating that the project is not profitable on the accounting basis. 
Present value of the five equal inflows after discounting cash flow by 10% shows that they amount to approximately 22.74 million. This is less than the outlay of $30 million, and therefore the net present value is approximately -7.26 million and the profitability index is approximately 0.76. The PI is less than 1, implying that the project will destroy the value, and the company should not proceed with it (Corporate Finance Institute, 2025). The present value of the inflows will be close to the initial investment, and the NPV will be zero when the discount rate is reduced to 1. This, however, is only possible at an extremely low required return, so the internal rate of return is actually 0%, which is well below the usual cost of capital of a risky investment. Simply put, Project B cannot pass any significant appraisal criteria. The payback period is long, the ARR is 0%, the NPV is negative at a 10% discount, the PI is less than one, and the IRR is significantly less than any realistic cost of capital. 
Project C
Project C will have a starting investment of 50 million. Then it brings in cash of 5, 10, 20, 25 and 15 million within five years. The analysis shows that the payback period will be approximately 3.6 years, which is quite a short time. The accounting rate of return of 20% is based on an average profit of 5 million on an average investment of 25 million. That reflects the project to be profitable in terms of accounting.
The discount rate of 10% will give a present value of the cash inflows at 54.23 million, and hence the net present value will be approximately 4.23 million. The profitability index will be approximately 1.08. It means that each dollar of investment generates additional value, and this project is acceptable. Assuming the discount rate increases to 20%, the present value of the inflows will decrease to approximately 40.77 million, with the NPV of the project becoming -9.23 million, which makes the project unattractive. Its internal rate of return (IRR) is approximately 13.14%, well above the cost of capital of 10%. As the IRR is greater than the cost of capital, the organisation can accept the project as a good investment (Vipond, 2025a). In summary, Project C provides a short payback, a large accounting payoff, a positive NPV, and a good IRR. These make project C a good financial option. 
[bookmark: _j10hb1xx0i20][bookmark: _Toc216894597]5.2 Final Investment Recommendation 
New projects have a limit of 60 million by the organisation. So, there is a need to select projects which will produce the best value for shareholders. Project B cannot make it as there is 0% accounting return, and the net present value of it is negative.  When the net present value (NPV) is negative, it implies that the proposal will decrease the value of the firm, and it should be rejected (Singhal, 2024).  It would be depriving the company of value. Project A has a cost of 40 million, and Project C has a cost of 50 million. As project B already been cancelled, now it needs to choose between project A and C. The collective expenses of that would be 90 million, and 60 million maximum is surpassed, so both projects cannot be done together. 
The profitability index (PI) aids in the determination of the extent to which a unit of investment is valuable and allows companies to compare and rank projects (Indeed, 2025).  Project C has a value of 1.08, whereas Project A has 1.03. The net present value of Project C is also higher at 4.23 million, compared to 1.32 million with Project A. So the only project that can be invested in will be Project C. Although Project A has a positive net present value, Project C contributes additional value, and its internal rate of return is 13.14, higher than Project A. The remaining 10 million may remain as cash or be utilised to cover the short-term debts, which will enhance the cash position of the company. Selecting Project C allows the company to invest wisely and contribute to a more successful recovery and the improved future of shareholders. 
[bookmark: _c2z3i47s31tx][bookmark: _Toc216894598]5.3 Justification
Project C and its investment are strongly recommended, as the current financial performance of General Electronics demonstrates that it is required. The enterprise is in a bad state and has lost a significant amount of revenue and profit. Project C offers a good net present value and a high accounting return of 20%. The company experiences a long cash cycle, and the Z score reflects that the company is financially at risk. Project C will be appealing since it can pay back within 3.6 years only. The cash flows of Project C are initially low but become significantly high during years three and four. Project C is a superior choice over Project A because of the risks involved. Accounting rate of return applies in cases where the firms are looking into the possibility of investing by determining the possible future expected net earnings against the cost of capital (Vipond, 2025b). Project A is good, but it has an ARR of 11.55% which is slightly more than the 10% cost of capital. The slight increase in rates or slight decrease in performance might harm the company. The higher return on project C is 13.14% which provides the project with better support against cash-flow fluctuations and risks in the market. Since the company is in a dangerous position, the most responsible action would be to select the project with the most favourable financial indicators and risk-adjusted rate of return in the long-term perspective. 
[bookmark: _5skvelvjez7o][bookmark: _Toc216894599]6. Conclusion
In summary, the financial analysis of General Electronics indicates that the company is facing issues, but it can emerge successfully with a strategy. The company has experienced massive revenue and cash issue reduction over the past five years, as indicated by a long cash cycle. In addition, through restructuring alternatives such as selling unwanted parts of the business, merging, and introducing new equity, there is an easy approach to stabilising the balance sheet. The company can become healthier and shift to safer financial grounds by reducing big debt and concentrating on its core businesses. The turnaround will be based on smart utilisation of the limited resources to high value growth. Project C appears to be the most appropriate investment as it provides the highest net present value and a high internal rate of return, given that it exceeds capital limits. This initiative provides the required safety margin and fast cash flow recovery to fund the bigger restructuring objectives. With a combination of robust financial transformation, ethics, and management of global risk, General Electronics can restore trust in stakeholders and prevent crisis transformation into long-term global profitability and sustainability.
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[bookmark: _Toc216894604]Project A
	PBP

	Year
	Cashflow 
	Cumulative Cashflow

	1
	10
	10

	2
	12
	22

	3
	14
	36

	4
	10
	46

	5
	8
	54

	Investment to recover
	40
	

	After 3 years, recovered
	36
	

	Amount remaining 
	4
	

	Year 4 Inflow
	10
	

	 
	 
	

	PBP
	3.4
	



	ARR

	depreciation
	straight-line depreciation to zero
	

	Initial investment £m
	40
	

	Years
	5
	

	Annual depreciation
	8
	

	Year
	Cashflow 
	Profit

	1
	10
	2

	2
	12
	4

	3
	14
	6

	4
	10
	2

	5
	8
	0

	Average Annual profit 
	2.8
	 

	Average Investment
	20
	 

	ARR
	14
	In percentage 



	NPV

	Discount Rate
	10%
	 
	 

	Year
	Formula
	Discount factor
	PV

	1
	[1/(1+10%)]^1
	0.91
	9.09

	2
	[1/(1+10%)]^2
	0.83
	9.92

	3
	[1/(1+10%)]^3
	0.75
	10.52

	4
	[1/(1+10%)]^4
	0.68
	6.83

	5
	[1/(1+10%)]^5
	0.62
	4.97

	 
	 
	 
	41.32

	NPV
	1.32
	 
	 

	
	
	
	

	PI

	PI
	1.03
	
	



	IRR

	Discount Rate
	20%
	 
	 

	Year
	Formula
	Discount factor
	PV

	1
	[1/(1+20%)]^1
	0.83
	8.33

	2
	[1/(1+20%)]^2
	0.69
	8.33

	3
	[1/(1+20%)]^3
	0.58
	8.10

	4
	[1/(1+20%)]^4
	0.48
	4.82

	5
	[1/(1+20%)]^5
	0.40
	3.22

	 
	 
	 
	32.81

	NPV
	-7.19
	 
	 

	Discount rate
	10%
	20%
	

	NPV
	1.32
	-7.19
	

	IRR
	0.12
	
	

	
	11.55
	
	



[bookmark: _Toc216894605]Project B
	PBP

	Year
	Cashflow 
	Cumulative Cashflow

	1
	6
	6

	2
	6
	12

	3
	6
	18

	4
	6
	24

	5
	6
	30

	Investment to recover
	30
	

	In the 5th year, the investment fully recovered
	 
	

	PBP
	5
	



	ARR

	depreciation
	straight-line depreciation to zero
	

	Initial investment £m
	30
	

	Years
	5
	

	Annual depreciation
	6
	

	Year
	Cashflow 
	Profit

	1
	6
	0

	2
	6
	0

	3
	6
	0

	4
	6
	0

	5
	6
	0

	Average Annual profit 
	0
	 

	Average investment 
	15
	 

	ARR
	0
	In percentage 



	NPV

	Discount Rate
	10%
	
	

	Year
	Formula
	Discount factor
	PV

	1
	[1/(1+10%)]^1
	0.91
	5.45

	2
	[1/(1+10%)]^2
	0.83
	4.96

	3
	[1/(1+10%)]^3
	0.75
	4.51

	4
	[1/(1+10%)]^4
	0.68
	4.10

	5
	[1/(1+10%)]^5
	0.62
	3.73

	 
	 
	 
	22.74

	NPV
	-7.26
	 
	 

	PI

	PI
	0.76
	
	



	IRR

	Discount Rate
	1%
	 
	

	Year
	Formula
	Discount factor
	PV

	1
	[1/(1+1%)]^1
	1
	6

	2
	[1/(1+1%)]^2
	1
	6

	3
	[1/(1+1%)]^3
	1
	6

	4
	[1/(1+1%)]^4
	1
	6

	5
	[1/(1+1%)]^5
	1
	6

	 
	 
	 
	30

	NPV
	0
	 
	 

	Discount rate
	10%
	0%
	

	NPV
	-                                                       7.26 
	0
	

	IRR
	0
	
	



[bookmark: _Toc216894606]Project C
	PBP

	Year
	Cashflow 
	Cumulative Cashflow

	1
	5
	5

	2
	10
	15

	3
	20
	35

	4
	25
	60

	5
	15
	75

	Investment to recover
	50
	

	After 3 years, recovered
	35
	

	Amount remaining 
	15
	

	Year 4 Inflow
	25
	

	 
	 
	

	PBP
	3.6
	



	ARR

	depreciation
	straight-line depreciation to zero
	

	Initial investment £m
	50
	

	Years
	5
	

	Annual depreciation
	10
	

	Year
	Cashflow 
	Profit

	1
	5
	-5

	2
	10
	0

	3
	20
	10

	4
	25
	15

	5
	15
	5

	Average Annual profit 
	5
	 

	Average Investment
	25
	 

	ARR
	20
	In percentage 



	NPV

	Discount Rate
	10%
	
	

	Year
	Formula
	Discount factor
	PV

	1
	[1/(1+10%)]^1
	0.91
	4.55

	2
	[1/(1+10%)]^2
	0.83
	8.26

	3
	[1/(1+10%)]^3
	0.75
	15.03

	4
	[1/(1+10%)]^4
	0.68
	17.08

	5
	[1/(1+10%)]^5
	0.62
	9.31

	 
	 
	 
	54.23

	NPV
	4.23
	
	



	PI

	PI
	1.08
	
	



	IRR

	Discount Rate
	20%
	
	

	Year
	Formula
	Discount factor
	PV

	1
	[1/(1+20%)]^1
	0.83
	4.17

	2
	[1/(1+20%)]^2
	0.69
	6.94

	3
	[1/(1+20%)]^3
	0.58
	11.57

	4
	[1/(1+20%)]^4
	0.48
	12.06

	5
	[1/(1+20%)]^5
	0.40
	6.03

	 
	 
	 
	40.77

	NPV
	-9.23
	 
	 

	Discount rate
	10%
	20%
	

	NPV
	4.23
	-9.23
	

	IRR
	0.13
	
	

	
	13.14
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