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[bookmark: _4orpwvmn5z08][bookmark: _Toc216968738]Introduction
Financial management is important to ensure the financial stability and optimal ownership structure of organisations in addition to ensuring their profitability (Samborska, et al. 2023). The companies in the consumer electronics sector are under increased pressure due to the high rate of technology development, stiff competition in the market through price wars, global sourcing system disturbances and the variable macro-economic environment. Weak financial performance, diminishing profitability, and liquidity constraints in such situations may easily develop into corporate distress unless they are managed by applying timely and informed strategic intervention.
This report is about General Electronics, a failing global company that is involved in the consumer electronics business. The organisation has shown a significant decline in its financial performance in the last five years which is manifested through a decrease in revenues, operating losses and a rise in liquidity positions and financial risk. The key task as a newly promoted CFO is to critically assess the financial health of the firm, identify the root cause of the poor performance, and develop a turnaround strategy with a strong financial background which is both financially feasible and ethical.
[bookmark: _6nju3s3mg1c5][bookmark: _Toc216968739]1.  Financial Health Check 
[bookmark: _ze7p053qqspz][bookmark: _Toc216968740](a) Firm’s Financial Statement 
General Electronics has seen a distinct decrease in financial performance over the five-year period, specifically after 2022. Although the net sales have decreased significantly, the company recorded net sales of 614,680m in 2020 to 394,879m in 2024, resulting in a cumulative decrease of approximately 36. This shrinkage is an indication of a prolonged market share, price reduction or dampening demand in the highly competitive consumer electronics sector. The cost of sales decreased in absolute terms compared to the 438424 million in 2020 to 280885 million in 2024. This decline was not enough to counter the declining revenues, which resulted in a large loss of profitability.
[image: ]
Figure 1: “Consolidated Income Statement of General Electronics”
(Source: Case Study Brief, 2025)
The company shifted the position of high profitability in 2020: the net income was 38,572million to negative net losses in 2023 (98, 238m) and in 2024 (24 029m). The constant operating losses, the decreasing cash balances and the rising dependence on short-term funding are all signs of a firm that is ineffective in its operations, as well as a company that is in trouble. Such trends should be further analysed in the form of ratios to measure profitability, liquidity, efficiency, gearing, and investment performance as well as the sustainability of cash flow.
[bookmark: _rl3z8ds2mskf][bookmark: _Toc216968741](b) Ratio Analysis 
Profitability Ratio Analysis
Profitability ratio is a measure that evaluates the capacity of the company to make profits out of its business activities (Brigham and Ehrhardt, 2020). The performance of the General Electronics in terms of profitability deteriorated greatly during the period of five years.
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Figure 2: “Profitability Ratio”
(Source: Spreadsheet, 2025)
Operating Profit Margin reduced to 2.68 per cent in 2022, and then it dropped to -20.29 per cent in 2023. Though this was partially recovered in 2024, it continued to be negative at -3.87 per cent. This trend shows that operating expenses were rising at a disproportional rate in comparison to their revenue and is indicative of inefficiencies in their cost management, pricing policy, or scale effect. Constant negative operating margins are indicative that the fundamental business operations of the firm are not providing a good enough business enough to continue the enterprise.
Net Profit Margin is a ratio used to determine the amount of net net sales that is made by the company (Widiasmara et al. 2022). Net Profit Margin traced a downward unstable trend that was stronger. Following positive margins in 2020 and marginal profitability in 2021, the company registered high net losses in 2023, with a margin of -23 per cent, and continues to experience net losses in 2024. Edgar, et al. (2022) observe that persistent negative net margins are a grave alarming factor since it means that the company can no longer create shareholder value.
Return on the Shareholders’ Funds declined violently to negative and highly negative percentages in 2023 at -55 per cent, and before recovering to the slightest in 2024. This means that the shareholder capital has been registering losses instead of returns thus casting a blow to investor confidence and restricting future access to equity finance.
Liquidity Ratio Analysis
The liquidity ratios evaluate the ability of the firm to fulfill the short-term liabilities and keep operations running (Blessing, and Sakouvogui, 2023). Even though General Electronics has managed to maintain decent liquidity in the previous years, the trend indicates the growing pressure on the short-term solvency.
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Figure 3: “Liquidity Ratio”
(Source: Spreadsheet, 2025)
The working capital position of a company is analysable using the current ratio. That is, the current ratio is the capability of a company to clear its current debt. This ratio is calculated by how much short-term assets the company has and how much short-term debt the business has (Rachman et al. 2023). The current ratio decreased in 2024 to 1.53 as compared to 1.82 in 2020. Although the values are above 1, which means that there are more current assets than current liabilities, the declining trend implies a reduction in the liquidity buffer. 
The acid test ratio is a more conservative ratio as inventory is not included as part of current assets. This ratio decreased to 1.03 in 2022, after decreasing in 2020 to 1.15. Ratios near or below 1 represent dependence on inventory sales to fulfill the immediate needs which are likely to be problematic when the demand is on the downward trend. As mentioned by Jouali, et al. (2024), deterioration of liquidity ratios can have a more serious financial distress, when it is not promptly managed.
Efficiency Ratio Analysis
Efficiency ratios are used to measure the efficiency with which the management is using its assets to make revenue (Blessing, and Sakouvogui, 2023). General Electronics has evidently poor efficiency performance.
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Figure 4: “Efficiency Ratio”
(Source: Spreadsheet, 2025)
The accounts receivable turned out to be higher in 2024, standing at 105.54 days compared to 76.86 days in 2020. This means that customers are not collected as fast and this is an indication of deteriorating credit control. 
The inventory holding periods also rose throughout the period, reaching its highest point in 2022 and then slightly declining in the following years. The inventory holding cost is influenced by numerous factors that include cost of finance, inventory holding period, inventory level (quantity), and cost of storage space among others (Gurtu, 2021). The decreasing effectiveness has led to the decreasing profitability and cash flow strain.
Gearing and Financial Risk Analysis
The sources of finance, leverage or gearing gives emphasis on the external financing within a capital structure of a firm (Oketah et al, 2024). General electronics experienced a progressive increase in its capital structure during the period of five years.
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Figure: “Gearing Ratio”
(Source 5: Spreadsheet, 2025)
One of the variables that characterises the level of proportion of the capital that the company should be financed by loans or credit is debt-to-equity ratio (DER) (Gunawan et al. 2022). This represents an increase in the debt-to-equity ratio since in 2020 the ratio is 0.63, whereas in 2024, the ratio stands at 1.11. This change is an indication of a decrease in equity as a result of accrued loss and not aggressive borrowing. 
The debt-to-assets ratio also increased steadily to 0.53 in 2024. This is to show that over 50 per cent of assets in the firm are funded by debt. The article by Butt, and Chamberlain, (2025) claims that these amounts of leverage decrease the financial flexibility and increase the risk of breaching the covenant in times of decreasing earnings.
Investment and Shareholder Performance Analysis
Earnings per share or earnings per share is the net profit per share of the company that will be reached in the course of operations (Maulidina et al. 2021). The earnings per share dropped to negative values in 2023 and 2024, compared to the negative figures of 2.72 in 2020. The negative EPS of - £7.64 of 2023 and -1.85 of 2024 indicates that it has continued to make continuous losses and greatly undermines the confidence of investors. 
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Figure 6: “Investment Ratio”
(Source: Spreadsheet, 2025)
Cash Flow Analysis
Cash flow analysis helps in offering an understanding of how the firm is capable of producing cash without considering accounting profit, especially in the times of losses. The cash ratio steadily decreased, comparing the values of 0.32 in 2020 with 0.17 in 2024, which means that the cash balances offset an ever-smaller percentage of the current liabilities. This has a very powerful inhibitory effect on short term financial resilience. The cash flow to debt ratio is also significantly reduced, as it was 0.37 in 2020 and reduced to 0.09 in 2024. It means that the capacity to service debt using operating cash flows was decreased.
[image: ]
Figure 7: “Cash Flow Ratio”
(Source: Spreadsheet, 2025)
[bookmark: _qji28pn32qo8][bookmark: _Toc216968742](c) Trend Identification 
The five-year analysis shows that there are not many strengths such as historically sufficient liquidity and good performance in the initial years. Nevertheless, such strengths have been eroded with the course of time. The major weaknesses are a decrease in profitability, deteriorating efficiency, increase in leverage, and weakening cash flow generation. Liquidity risk, refinancing risk, and corporate failure risk are the main financial risks of company.
[bookmark: _c4d1a79d20as][bookmark: _Toc216968743](d) Altman Z Score 
Altman Z-Score model which will give a holistic insight into its major adjustments that have contributed to its increased accuracy and relevancy (Rashid et al. 2023). Besides this, we will discuss how to interpret the Z-Score data, explain the safety, gray and distress zones, as well as examine the uses of Altman Z-Score model in other industries.
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Figure 8: “Altman Z Score”
(Source: Spreadsheet, 2025)
General Electronics has identified a high level of Z-Scores that are above 4.0 in the period of 2020 and 2022 which puts this firm in the safe zone. Nonetheless, the Z-Score was dropping to 3.38 in 2023 and was in the grey zone in 2024 at 3.96. The unfavorable EBIT was the main cause of this decrease, and as the most weighted variable in the model. The safe zone to the grey zone indicates the increase of the financial distress risk and supports the issues which were observed during the ratio analysis.
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Figure 9: “Altman Z Score Graph”
(Source: Spreadsheet, 2025)
[bookmark: _bfi396nw638w][bookmark: _Toc216968744]2. Working Capital Management Analysis 
[bookmark: _8mdmmo1c9p70][bookmark: _Toc216968745](a) Cash operating cycle analysis
The management of working capital is a concept that involves ensuring that an organisation is able to cover its daily operations whilst ensuring sufficient liquidity (Ibrahim et al. 2021). The cash operating cycle is an indicator of how long it takes the cash outflows of purchasing inventory and cash inflows of payment of customers (Laghari et al. 2023). It is determined as the sum of inventory holding period and recivables collection period less the payables deferral period. Extending cash operating cycle raises the quantity cash tied up in operation and causes a strain on the liquidity.
The calculated figures of general electronics indicate that there is a serious decline in the cash operating cycle in the span of five years. The receivables collection period also saw an improvement of almost 30 days as in 2020, it stood at 76.86 days and in 2024, it improved to 105.54 days. This is to mean that a large percentage of the revenue is becoming stuck in the receivables as opposed to being turned into cash. Financially, this postpones the operating cash inflows and reliance on external financing.
The effects of the long cash operating cycle are well indicated in the liquidity measures of the firm. The current ratio has decreased since 2020 when it was 1.82 to 1.53 in 2024 which shows a narrowing buffer of current assets against current liabilities. Although such a level is still slightly acceptable, the negative movement is alarming when considered in relation to decreasing profitability. More importantly, the acid test ratio decreased down to 1.03 in 2024, whereas in 2020 it was 1.15 and in 2022, the ratio was 1.03. This means that without inventories, there is hardly enough liquid assets to cover the short term commitments.
[bookmark: _5ellcrkcjdiy][bookmark: _Toc216968746](b) Liquidity improvement strategies
This risk is also supported by cash-based indicators. The cash ratio decreased between 0.32 and 0.17 during the period, like current liabilities were only covered by 17 per cent of current cash in 2024. Moreover, the cash flow to debt ratio has significantly decreased in the period between 2020 (0.37) and 2024 (0.09) as a sign that operating cash flows are no longer adequate to service debt obligations with ease.
The strategies aimed at improving liquidity should aim at minimising the cash operating cycle. The fastest opportunity of releasing cash is through receivables management. The decrease in the receivables period of 105.54 days to a value nearer to the historical average of the firm would greatly speed up the cash inflows. The 15-day reduction alone would free up a significant amount of cash compared to sales of 394,879 in 2024 and increase the ratio of the acid test and dependence on outside borrowing. 
[image: ]
Figure 10: “Pecking Order Theory”
(Source: Adapted by Yıldırım, and Çelik, 2021)
There is also inventory optimisation which is necessary. The high level of inventory days means that the capital is being wasted in stock. Improved forecasting and coordination in the supply chain would reduce the cost of storage, as well as eliminate the risk of obsolescence, by reducing inventory levels. It was seen that companies favored the use of internal funds over external funds in the first rung of the pecking order; the second rung saw businesses resort to debt financing (Yildirim, and Celik, 2021).
[bookmark: _cb9f10qehkoe][bookmark: _Toc216968747](c) Short-term vs long-term financing
The financing option should be considered within the framework of the low liquidity and high gearing of General Electronics. Short term funding is generally cheaper yet it puts the firms at risk of refinancing and interest risk. Since the firm is experiencing decreasing cash flow to debt ratio and negative operating profits over the past few years, the risk of liquidity crisis would be significantly higher in case short-term borrowing is used more. Long-term financing is more stable and has a closer relationship with the long cash operating cycle of the firm. 
[bookmark: _896r71c28dqs][bookmark: _Toc216968748]3. Strategic Financial Restructuring Plan 
[bookmark: _khzjbnveuu6d][bookmark: _Toc216968749](a) Propose financial restructuring options
Financial Distress Context and Need for Restructuring
Financial restructuring is a strategic measure undertaken by companies that have been facing long-term financial underperformance, increasing leverage and increasing insolvency risk. It is characterised by radical alterations in the capital structure, asset base, and financing approach of a company with the aim of recovering its financial well-being and long-term value generation (Ross et al., 2022).
[image: ]
Figure 11: “Consolidated Financial Positioin-Equity”
(Source: Case Study Brief, 2025)
The need to strategic financial restructuring emerges when the capital structure, the asset base, and the financing structure of the firm does not correspond to the operating performance and cash generating ability of the firm any longer. Such misalignment has quantitative evidence in the five-year financial statements of General Electronics. The total shareholders equity is recorded to have fallen to an absolute of 160,196 million between 2020 and 2024 as the total shareholders equity dropped to 153,105 million. This was fuelled by continued net losses in the years 2023 and 2024 where the firm experienced net losses of 98,238 million pounds and 24,029 million pounds respectively, which is in contrast to the high profitability of 38,572 million pounds in 2020.
[image: ]
Figure 12: “Consolidated Financial Positioin-Liabilities”
(Source: Case Study Brief, 2025)
Meanwhile, total liabilities were elevated, falling by a negligible margin in 2020 to 2024 by reducing to 196,989 million to 170,249 million, respectively. Consequently, financial leverage rose significantly, and the debt-to-equity ratio went up by about 0.63 in 2020 to more than 1.11 in 2024. The indicators of the cash flow strengthen the gravity of the situation because the net cash provided by operating activities decreased in 2020 to 73,392 million and in 2024 to 14,822 million. 
Asset Divestiture to Restore Liquidity and Reduce Leverage
Asset divestiture is an option that General Electronics can consider as a form of restructuring since the efficiency of its assets and cash generation is dwindling. The total assets decreased drastically with the figure of 510,290 million in 2020 changing to 323,354 million in 2024 amounting to a decrease of 186 billion pounds. This means that there is more room to value-enhancing divestiture.
Based on the balance sheet, the property, plant, and equipments experienced a decrease of the balance between 2020 and 2024 87,285 million to 34,207 million, and inventories were relatively high at 79,355 million in 2024 even with decreasing sales. Such a disparity is an indication that capital is tied in assets that do not yield corresponding revenue. Targeted sale of non-performing tangible and intangible assets would provide immediate cash inflows which can be used to decrease short-term borrowings, in particular, the outstanding under lines of credit of £36,960 million in 2024.
[image: ]
Figure 13: “Consolidated Financial Positioin-Assets”
(Source: Case Study Brief, 2025)
Capital structure-wise, this would use the proceeds received through divestiture to debt reduction, which would have a direct effect of enhancing solvency and minimise financial risk. The Trade-Off Theory is the one that recommends that a firm should lower leverage when the marginal costs of financial distress are higher than the tax benefits of leveraging (Madubuike, and Ebere, 2023). Since in 2023 and 2024 
On an ethical front, asset divestiture should take into account the effects to the stakeholders especially when it comes to employee displacement and community impacts in the jurisdictions where the assets are based. Consultation should be done openly, severance packages should be just, and the local labour laws should be adhered to in order to maintain corporate social responsibility. Divestment should also be seen internationally whereby foreign operations put the firm at risk because the proceeds can be in foreign currencies. 
[bookmark: _p8f0s5ho88jh][bookmark: _Toc216968750](b) Equity Injection to Address Capital Erosion
The financial statements are categorical that the declining leverage position of General Electronics is an equity drain and not an aggressive borrowing. The equity of total shareholders decreased consistently in 2020 to 2021 to 2022 to 2023 and eventually to 2024 and became 313,301 million in 2020, 275,949 million in 2021 and 268,406 million in 2022 and 2023 respectively. Profits The cumulative effect of losses showed in retained earnings fell by the equivalent of, by itself the amount of, -116,559 million between 2022 and 2024.
A rights issue or strategic investor would be a direct restructuring of the equity base that would enhance the debt-equity ratio of the firm. In spite of the fact that such issuance would dilute current shareholders, the Pecking Order Theory has recognised that in distressed circumstances, companies should put a higher value on survival and long-term solvency and less value on the issue of short-term dilution (Amoa-Gyarteng, and Dhliwayo, 2023). In this regard, equity injection would lower the risk of bankruptcy, enhance the Altman Z-Score, as well as enhance the ability of the firm to renegotiate debt terms.
[image: ]
Figure 14: “Pecking Order Theory”
(Source: Adapted by Amoa-Gyarteng, and Dhliwayo, 2023)
In terms of shareholder value, financial stability will most probably create value in the long-run, despite poor short-term earnings per share. The shareholder value has already been damaged as the EPS in 2020 is two times less than that in 2023 and three times less than that in 2024. Equity recapitalisation is hence a defensive yet an essential action to ensure further value destruction is prevented.
Strategic Merger or Alliance for Risk Mitigation
Another restructuring route that can potentially offer General Electronics access to capital, operational synergies, and diversification of the market is a strategic merger or an alliance. The drop in revenues that decreased to as low as the year 2024 to win the year 2020, indicating that the firm is losing its competitive power, which might not be easily countered in an organic fashion. Financially, a merger with a more powerful partner can stabilise the cash flows and cut the volatility of earnings. In the case of General Electronics, financial stabilisation will be the main reason behind the consolidation as opposed to aggressive growth.
The implication of debt structure is determined by the transaction financing. Since the balance sheet of the firm is weak, asset-swap or equity-financed mergers would be desirable compared to the debt-financed acquisitions, which will burden the leverage further. The cross-border mergers are especially relevant in terms of ethical and international concerns as in such cases.
[bookmark: _xbljgvhdov4m][bookmark: _Toc216968751](c) Ethical and Global Dimensions of Financial Restructuring
Financial restructuring is not about the inclusion of some ethical considerations. The stakeholder theory stresses that companies owe duties to employees, suppliers, communities, and governments, besides to the shareholders (Awa et al. 2024). The process of making decisions like asset divestiture, restructuring of the workforce and raising capital should be made transparent and responsible.
General Electronics is subject to uncertainty of currency as the currency also exhibits negative effects on the cash amounting to -2,598 million in 2024. The inflationary pressures, as well as increased interest rates make restructuring decisions more difficult, especially when it comes to debt refinancing. The taxation factors are also essential to take into consideration since the losses decrease the value of tax shields, which supports the argument of deleveraging and strengthening the equity instead of further borrowing.
[bookmark: _qsgu081555x][bookmark: _Toc216968752]4. Investment Appraisal & Capital Budgeting 
[bookmark: _x7tbpqhf3jq2][bookmark: _Toc216968753](a) Decision Context
company has a capital rationing limit of £60 million that limits it to doing all possible investments at the same time. This means that the selection of a project should not be carried out solely on the basis of absolute profitability but also relative value creation, cash flow timing and risk nature.
Overview of Investment Projects and Appraisal Assumptions
The three investment projects that will be discussed have varied scales, cash flow structure, and exposure to risks. Project A will need an initial cost of £40 million, Project B will need a cost of 30 million and Project C will need a cost of 50million. Cash flows obtained in all projects are in a 5 year period and no residual value of the project at end of project life. The straight-line depreciation is spread over a period of five years therefore the depreciation is charged on a yearly basis in relation to the original investment. The company cost of capital is taken as 10 per cent as the financial risk comprises a greater financial risk as established in the previous analysis.
The capital rationing limits total investment expenditure to a limit of the maximum amount of 60 million pounds implying that not all the projects would be carried out simultaneously. Given that alone, Project C is using up half a million pounds, it goes against combinations of smaller projects. This limitation would require the application of relative performance metrics like Profitability Index alongside absolute metrics like Net Present Value.
[bookmark: _y325z8t1vbif][bookmark: _Toc216968754](b) PBP, ARR, NPV, PI, and IRR
Payback Period Analysis
The discount payback period is an additional brunch to the payback, as the discounted future cash flow is computed to determine the NPV and subsequently the NPV is compared before the cutoff date, and in that case, the project is worth investment (Dai et al. 2022). Despite its simplicity and attention to liquidity, the method disregards the time value of money and subsumes the cash flows post-payback.
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Figure 15: “Payback Period”
(Source: Spreadsheet, 2025)
Payback of Project A is attained in about 3.4 years. The cumulative cash flow is negative until mid-fourth year that is a sign of relatively front-loaded, but moderately cash inflows. Project B has a payback period of five years since cash inflows are even, but not enough to pay back the initial investment it incurred previously. Project C pays back in a comparatively long period of 3.6 years compared to Project A because of rather small cash inflows during the initial years and high cash inflows during the third and fourth years. Liquidity wise, Projects A and C have an advantage over Project B. Nevertheless, since General Electronics is already under liquidity pressure, the difference between 3.4 and 3.6 years is not as pronounced as the total strength of the cash flow of the projects. 
Net Present Value Analysis
The technique that is most theoretically sound to use in investment appraisal is Net Present Value, which directly quantifies the value of a project to the shareholders by discounting future cash flows, using the cost of capital of that firm (Nukala, V.B. and Prasada, 2021). Where NPV is positive, the project yields returns which are above the required rate whereas a negative NPV destroys the value.
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Figure 16: “Net Present Value”
(Source: Spreadsheet, 2025)
Project A has a negative NPV value of about £2.7 million, which means that discounted cash inflows are not adequate to pay the initial investment in case of 10 per cent discount rate. Project B is worse performing with negative NPV of about -5.3 million having a poor cash flow generation against the amount of investment.
Project C on the other hand produces a positive NPV of about 6.6 million pounds meaning that it is producing value to shareholders. With the undermined financial position of the company. The only acceptable investment on the basis of NPV is Project C.
Profitability Index and Capital Rationing
Profitability Index is used to determine the present value of cash inflows in the future, which is per pound of investment and is especially applicable when the capital is rationed. When the Profitability Index exceeds one then there has been value creation whereas a value below one signifies value destruction.
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Figure 17: “Profitability Index”
(Source: Spreadsheet, 2025)
The Profitability Index of Project A is about 0.93 and the index of Project B is about 0.76. The two values show that the projects ruin value in terms of unit of capital invested. Project C has a Profitability Index of around 1.13 which implies that every pound invested in the project yields £1.13 worth of present value returns.
Project C is the supreme choice under the capital rationing constraint in the value of less than 60 million. Combinations of Projects A and B have exceeded the capital limit and hence cannot be combined together, even in the case that they are feasible, nor would it give positive aggregate NPV. 
Internal Rate of Return Analysis
Internal rate of return is the discount rate on which the NPV of a project will be equal to zero and this rate is commonly understood to be the expected rate of project. Although very popular, IRR may be deceptive in the comparison of mutually exclusive projects of varying magnitude. Project A is associated with IRR of about 8.6 per cent that is lower than the cost of capital of the firm of 10 per cent. Project B is about 6.1 per cent in terms of IRR, which is really low compared to the required IRR. The IRR of Project C is estimated at about 13.9 per cent and this is well beyond the cost of capital.
[image: ]
Figure 18: “Profitability Index”
(Source: Spreadsheet, 2025)
The findings of the IRR are as expected based on the NPV findings and shows that only Project C provides investors with sufficient compensation of the risk. Due to the high financial and operational risk of the firm, the projects not justified by surpassing the cost of capital must be rejected.
[bookmark: _egu6nm38xucu][bookmark: _Toc216968755](c) Risk Characteristics and Strategic Fit
There is more to numerical appraisal, the risk characteristics and strategic alignment should be taken into account in investment decisions. Project B is low risk in terms of constant though small cash flows but the low returns make it unappealing in a capital restricted environment. Project A has a moderate risk with a faster cash recovery but is unable to provide enough returns to make investment worthwhile.
Project C, which is larger in scale and has a greater initial investment, has growing and rapidly accelerating cash inflows in the later years. Some timing risk is introduced by this, but the size of cash inflows gives a high margin of safety. Project C is the one that is the most consistent with the requirements of the firm regarding recovery of the profitability, reinforcement of the cash generation, and financial resiliency. Its improved NPV and IRR gives it a cushion against uncertainty of the forecast and thus works better in unfavorable conditions
(d) Final Investment Recommendation
General Electronics should invest in Project C as the best choice of investments under the constraint of a capital rationing of less than 60 million. The financial performance as well as risk factors justifies this recommendation. Project C is the one that would give a positive Net Present Value of about 6.6 million and the Profitability Index that is more than one and the Internal Rate of Return that is higher than the 10 per cent cost of capital. Its payback period is slightly higher as compared to Project A, but the magnitude and volume of its cash flows have a substantial effect in mitigating the risk in the long term and increasing the shareholder value.
In the case of the company having a weak financial status, an investment on value-destroying projects would increase financial distress. Project C would be the best option of using the available little funds in order to restore profitability, enhance and robust cash flows as well as recovering in the long run.
[bookmark: _srvmst92roq1][bookmark: _Toc216968756]Conclusion 
In Conclusion, project A, Project B and project C have a payback period of 3.4, 5 years and 3.6 years respectively. Project A has a NPV of 1314000, Project B 42 -7260000 and project C 4215000, IRR of 1.20 percent, 2 percent, and 4.2 respectively are the best ways of using constrained capital to regain profitability, cement cash flows, and long-term recovery.  Liquidity distress has also been seen in the ratio analysis, and inefficacy in the profitability ratio.
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	PROFITABILITY RATIO

	Ratio 
	Formula 
	General Electronics
	 

	 
	 
	2024
	2023
	2022
	2021
	2020

	Operating Profit Margin
	Operating Profit 
	-15297
	-85301
	14548
	23253
	37267

	 
	Revenue
	394879
	420457
	542751
	601602
	614680

	 
	OPM
	-3.87%
	-20.29%
	2.68%
	3.87%
	6.06%

	Net Profit Margin
	Net Profit
	-24029
	-98238
	407
	5301
	38572

	 
	Revenue
	394879
	420457
	542751
	601602
	614680

	 
	NPM
	-0.06
	-0.23
	0.00
	0.01
	0.06

	Return on Shareholder's Fund
	Net Income
	-24029
	-98238
	407
	5301
	38572

	 
	Equity 
	153105
	178920
	268406
	275949
	313301

	 
	ROSF
	-0.16
	-0.55
	0.00
	0.02
	0.12

	
	
	
	
	
	
	

	LIQUIDITY RATIO

	Ratio 
	Formula 
	General Electronics
	 

	 
	 
	2024
	2023
	2022
	2021
	2020

	Current Ratio
	Current Assets 
	242494
	258851
	338040
	337146
	326843

	 
	Current Liabilities 
	158291
	161148
	216473
	216787
	179510

	 
	Current Ratio
	1.53
	1.61
	1.56
	1.56
	1.82

	Acid Test Ratio
	Current Assets 
	242494
	258851
	338040
	337146
	326843

	 
	Current Liabilities 
	158291
	161148
	216473
	216787
	179510

	 
	Inventories 
	79355
	88273
	140181
	134469
	120430

	 
	Acid Test Ratio
	1.03
	1.06
	0.91
	0.93
	1.15

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	EFFICIENCY RATIO

	Ratio 
	Formula 
	General Electronics
	 

	 
	 
	2024
	2023
	2022
	2021
	2020

	Accounts Receivables Period
	Account Receivables 
	114182
	112596
	112346
	129215
	129433

	 
	Sales 
	394879
	420457
	542751
	601602
	614680

	 
	ARP
	105.54
	97.74
	75.55
	78.40
	76.86

	Inventory Turnover Period
	COGS
	280885
	322897
	390459
	428586
	438424

	 
	Total Inventory 
	79355
	88273
	140181
	134469
	120430

	 
	Inventory Turnover Period
	103.12
	99.78
	131.04
	114.52
	100.26

	
	
	
	
	
	
	

	INVESTMENT RATIO

	Ratio
	Formula 
	General Electronics
	 

	 
	 
	2024
	2023
	2022
	2021
	2020

	Earnings per Share
	EPS
	-1.85
	-7.64
	0.03
	0.39
	2.72

	
	
	
	
	
	
	

	GEARING RATIO

	Ratio 
	Formula 
	General Electronics
	 

	 
	 
	2024
	2023
	2022
	2021
	2020

	Debt to Equity 
	Total Debt 
	170249
	176952
	235757
	234399
	196989

	 
	Equity 
	153105
	178920
	268406
	275949
	313301

	 
	D-E Ratio
	1.11
	0.99
	0.88
	0.85
	0.63

	Debt to Assets 
	Total Debt
	170249
	176952
	235757
	234399
	196989

	 
	Total Assets 
	323354
	355872
	504163
	510348
	510290

	 
	D-A Ratio
	0.53
	0.50
	0.47
	0.46
	0.39



	Cash Flow Ratio

	Ratio 
	Formula 
	General Electronics
	 

	 
	 
	2024
	2023
	2022
	2021
	2020

	Cash Ratio
	Cash or Cash Equivalent
	26783
	42751
	66740
	60813
	57153

	 
	Current Liabilities
	158291
	161148
	216473
	216787
	179510

	 
	Cash Ratio
	0.17
	0.27
	0.31
	0.28
	0.32

	Cash Flow to Debt Ratio
	Cash Flow from Operating activities
	14822
	25190
	10926
	40283
	73392

	 
	Total Debt
	170249
	176952
	235757
	234399
	196989

	 
	Cash flow to debt ratio
	0.09
	0.14
	0.05
	0.17
	0.37



[bookmark: _Toc216968760]Appendix 2: Altman Z Score 
	Altman Z-Score

	Year
	A (WC/TA)
	B (RE/TA)
	C (EBIT/TA)
	D (Equity/TL)
	E (Sales/TA)
	Z-Score
	Zone

	2020
	0.346
	2.037
	0.241
	0.954
	1.205
	4.783
	Safe

	2021
	0.283
	2.047
	0.150
	0.706
	1.179
	4.366
	Safe

	2022
	0.289
	2.056
	0.095
	0.683
	1.077
	4.200
	Safe

	2023
	0.329
	2.053
	-0.791
	0.607
	1.181
	3.380
	Grey

	2024
	0.312
	2.045
	-0.156
	0.540
	
	1.221



	3.962
	Grey
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	Project A (Payback Period)

	Year
	Cash Flow
	Cumulative CF

	0
	-40000000
	-40000000

	1
	10000000
	-30000000

	2
	12000000
	-18000000

	3
	14000000
	-4000000

	4
	10000000
	6000000

	 
	Payback Period
	3.4



	Project B (Payback Period)

	Year
	Cash Flow
	Cumulative CF

	0
	-30000000
	-30000000

	1
	6000000
	-24000000

	2
	6000000
	-18000000

	3
	6000000
	-12000000

	4
	6000000
	-6000000

	5
	6000000
	0

	 
	Payback Period
	5



	Project C (Payback Period)

	Year
	Cash Flow
	Cumulative CF

	0
	-50000000
	-50000000

	1
	5000000
	-45000000

	2
	10000000
	-35000000

	3
	20000000
	-15000000

	4
	25000000
	10000000

	 
	Payback Period
	3.6


	Project A (Net Present Value)

	Year
	CF
	DF
	PV

	0
	-40000000
	1
	-40000000

	1
	10000000
	0.909
	9090000

	2
	12000000
	0.826
	9912000

	3
	14000000
	0.751
	10514000

	4
	10000000
	0.683
	6830000

	5
	8000000
	0.621
	4968000

	NPV
	1314000



	Project B (Net Present Value)

	Year
	CF
	DF
	PV

	0
	-30000000
	1
	-30000000

	1
	6000000
	0.909
	5454000

	2
	6000000
	0.826
	4956000

	3
	6000000
	0.751
	4506000

	4
	6000000
	0.683
	4098000

	5
	6000000
	0.621
	3726000

	NPV
	-7260000



	Project C (Net Present Value)

	Year
	CF
	DF
	PV

	0
	-50000000
	1
	-50000000

	1
	5000000
	0.909
	4545000

	2
	10000000
	0.826
	8260000

	3
	20000000
	0.751
	15020000

	4
	25000000
	0.683
	17075000

	5
	15000000
	0.621
	9315000

	NPV
	4215000



	Project A (Profitability Index)

	Year
	CF
	DF
	PV

	1
	10000000
	0.909
	9090000

	2
	12000000
	0.826
	9912000

	3
	14000000
	0.751
	10514000

	4
	10000000
	0.683
	6830000

	5
	8000000
	0.621
	4968000

	Total PV
	41314000

	Profitability Index
	1.03



	Project B (Profitability Index)

	Year
	CF
	DF
	PV

	1
	6000000
	0.909
	5454000

	2
	6000000
	0.826
	4956000

	3
	6000000
	0.751
	4506000

	4
	6000000
	0.683
	4098000

	5
	6000000
	0.621
	3726000

	Total PV
	22740000

	Profitability Index
	0.76



	Project C (Profitability Index)

	Year
	CF
	DF
	PV

	1
	5000000
	0.909
	4545000

	2
	10000000
	0.826
	8260000

	3
	20000000
	0.751
	15020000

	4
	25000000
	0.683
	17075000

	5
	15000000
	0.621
	9315000

	Total PV
	54215000

	Profitability Index
	1.08



	Project A (IRR)

	Year
	CF
	DF
	PV

	0
	-40000000
	1
	-40000000

	1
	10000000
	0.909
	9090000

	2
	12000000
	0.826
	9912000

	3
	14000000
	0.751
	10514000

	4
	10000000
	0.683
	6830000

	5
	8000000
	0.621
	4968000

	IRR
	 
	 
	1.20%

	Project B (IRR)

	Year
	CF
	DF
	PV

	0
	-30000000
	1
	-30000000

	1
	6000000
	0.909
	5454000

	2
	6000000
	0.826
	4956000

	3
	6000000
	0.751
	4506000

	4
	6000000
	0.683
	4098000

	5
	6000000
	0.621
	3726000

	IRR
	 
	 
	-9%



	Project C (IRR)

	Year
	CF
	DF
	PV

	0
	-50000000
	1
	-50000000

	1
	5000000
	0.909
	4545000

	2
	10000000
	0.826
	8260000

	3
	20000000
	0.751
	15020000

	4
	25000000
	0.683
	17075000

	5
	15000000
	0.621
	9315000

	IRR
	 
	 
	2%
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