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Introduction-
General Electronics is facing financial and operational problems which reflected in its decreasing profitability and weak cash flows, which is increasing financial risk from 2020 to 2024. Falling revenues, rising operating costs and negative net profit margin are putting pressure on the financial health of the company. This report provides a detailed financial health check of General Electronics by using financial ratios like profitability, liquidity, efficiency, gearing, investment, and cash flow ratios, with the Altman Z-score that evaluate the risk of financial distress. The performance of General Electronics is also compared with Renishaw plc, which is a financially strong leading company having stable cash flows and lower leverage. The study shows a strategic financial restructuring plan for General Electronics which focuses on divestiture, merger, and equity injection as tools to restore financial stability and enhance shareholder value. Finally, investment appraisal techniques like payback period, ARR, NPV, PI, and IRR are used to evaluate alternative investment projects under capital constraints, leading to a final investment recommendation aligned with the company’s weak cash position and risk profile. 
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Profitability ratios indicators assessing a company’s financial performance and operational efficiency by measuring its ability to generate profits over a specific period (Ramdhan, Yulianti and Parlina, 2025). It helps to assess the performance of the business. In the Profitability ratios we calculate
Gross Profit Ratio – It shows percentage of profit businesses earned after deducting the cost of goods sold.
Operating Profit Ratio – It shows profit from the business operations before interest and tax.
Net Profit Ratio - It helps to get Net Profit percentage to check the profitability and financial health.
Return on Capital Employed (ROCE) - it helps investors and management assess how effectively capital is being used to generate returns.
Interpretation - 
Over the period from 2020 to 2024 the gross profit margin Remained almost the same 28.67 %to 28.87%  However, in 2023, the margin dropped sharply to 23.20%.Operating Profit margin declined from 6.06% in 2020 to –3.87% in 2024, with a significant drop of –20.29% recorded in 2023.while net profit margin turned –6.09% in 2024 which was 6.28% in 2020 and in 2023 it was recorded  –23.36%.Also, Return on  capital employed (ROCE) decreased from 11.27% in 2020 to –43.81% in 2023, before improving slightly to –9.27% in 2024.Overall Gross Profit Ratio is same but Operating Profit Ratio , Net Profit Ratio and ROCE decreased due to revenue decrease.
[bookmark: _Toc217319802]1.2. Liquidity Ratios
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Liquidity ratios are financial metrics used to assess a company's ability to meet its short-term obligations and manage cash flow effectively (DURRAH et al., 2016). It helps management to understand the company’s ability to cover its current liabilities without borrowing money.

Current Ratio – It indicates company's current assets to cover short-term debts. A ratio above 1 is considered healthy.
Quick Ratio – It calculates the ability to pay short-term obligations without relying on inventory sales.
Cash Ratio -It Focuses on the most liquid assets and showing whether the company can immediately pay off short-term debts.
Interpretation - 
Over the period, the company’s current ratio of growth was good and indicated financial health, meaning it had enough current assets to cover its short-term liabilities. The highest current ratio recorded in 2020 was 1.82 and from 2021 to 2024 current ratio growth stayed between 1.56 and 1.53. From 2020 to 2023, the cash ratio was the same and which was moving from 0.32 and 0.27.but, in 2024 it was down to 0.17. The quick ratio was at 1.15 in 2020, and declined to 0.91 by 2023, then increased to 1.06 before dipping a little to 1.03 in 2024.
	[bookmark: _Toc217319803][bookmark: _Hlk217318881]1.3.Efficiency Ratios
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Efficiency ratios used to evaluate how effectively a company utilizes its assets to generate revenues or earnings (Monea, 2019). This helps management to understand assess operational efficiency, asset utilization in the business, and working capital management. 
Asset Turnover – This ratio uses Indicates asset use utilization.
Fixed Asset Turnover Ratio – This ratio uses to understand effectively fixed assets used to generate income.
Receivables Turnover Ratio – This ratio shows the how much time company takes to cash from credit customers.
Inventory Turnover Ratio – It Shows how often inventory is sold and replaced during a period.
Accounts Receivable Days- It means how many days it takes to collect payment to the customer.
Interpretation -
As per analysis, Asset turnover and Fixed Asset Turnover Ratio are increased from 2020 to 2024, which means the company is utilizing its assets and fixed assets to generate revenue. Also, the inventory ratio fluctuated in 2021 and 2022 from 3.19 to 2.79 then it increased to 3.66 in 2023 and slightly decline in 2024, but the major changes has seen in Receivables Turnover Ratio and Accounts Receivable Days, from 2020 to 2024 Receivables Turnover Ratio decreased from 4.75 to 3.46 and Accounts Receivable Days dropped to 76.86 to 105.54days, which  presented the company is facing problems to receiving cash.
[bookmark: _Toc217319804][bookmark: _Hlk217319049]1.4.Gearing (Leverage) Ratios
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Leverage ratios show how much money a company has borrowed to run the business. It shows the financial risk due to increased interest obligations where higher ratio means high risk.
Interest Coverage- It presents the ability to pay interest from operating profits and indicates safely related to interest obligations.
Debt to Equity – It shows the proportion of debt compared to shareholders’ equity. If the ratio is Under 1, it is safe.
Debt to Capital ratio -The debt-to-capital ratio calculates the fraction of the firm financed by debt.
Debt-to-Enterprise Value – The ratio used to measure the amount of debt held against a company’s enterprise value.
Equity Multiplier- It shows how much assets are financed by shareholders' equity.
Net debts – This ratio helps companies to get financial position and liquidity by showing how much debt remains after considering cash and cash equivalents..
Interpretation -
Interest Coverage for FY 2020 was 26.21 which was increased to 41.08 a healthy coverage rate but after it reached to -4.55 which present critical condition for loan repayments and company can face interest obligations. Also, Debt to Equity which was increased from 0.63 to 1.11 and Debt to Capital ratio from 0.39 to 0.53 are indicating financial risk. Equity Multiplier increased 1.63 to 2.11, showing leverage has increased and Debt-to-Enterprise Value increased 0.35 to 0.53 which means debts increased more than the half of capital and all these indicate increasing of risk profile has shifted from moderate to high.
[bookmark: _Toc217319805][bookmark: _Hlk217319138]1.5.Investment Ratio - 
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Investment ratios are the useful tool for investors to evaluate the finance performance of a company (Hughen and Strauss, 2017). These ratios mainly focus on returns, risk, and market valuation.  
Return of Equity (ROE) - ROE helps to understand the company's efficiency of making profit by using investors' money.
Return on assets (ROA) - It shows how efficiently companies use the assets to generate profit. Higher ROA indicates good asset management to earn profit.
Return on invested Capital (ROIC) - It shows effectiveness of the company’s investment in earning profit.
Earnings per share (EPS) - EPS shows how much a company is earning profit per share. High EPS means higher growth of companies' profitability.
Interpretation -
As per the analysis, after 2020 company has shown poor financial performance. In 2020 , ROE was 12.31% which was reduced to –15.7% in 2024 which says the company is not making profit from the investors' money and ROA fell from 7.56% in 2020 to –7.43% in 2024, showing inefficient utilization of assets Also, ROIC and EPS showing negative result after 2022 and both were down to –6.99% in 2024 and EPS declined to –0.02 in 2024 indicating  week financial performance Overall, these trends indicate the company is facing a financial downturn.
[bookmark: _Toc217319806][bookmark: _Hlk217319197]1.6.Cashflow  Ratios - 
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According to Mills and Yamamura (1998), cash flow ratios are tools to analysis the cash flow in the company which shows the ability of the company to generate cash and pay bills.
Cash Flow to Debt Ratio - How much of the total debt can the company cover with its cash.
Cash Flow Margin-It shows how much cash company generated from the sales.
Free Cash Flow Margin -it presents the percentage of sales which is left as free cash after paying for investments.
Free Cash Flow – It means the cash which is left after paying all the bills.
Interpretation -
All the cashflow ratios are showing that the ability to cover the debts with cash is reducing from 37.26% to 8.71% between 2020 to 2024 and cash margin dropped from 11.94% to 3.75% which indicate company is not earning enough good amount cash from sales. Also, 2022 was the year when the company had shown the biggest drop in all the margin, Overall, the cash flow showed the downtrend for bad financial health for the company.
[bookmark: _Toc217319807]1.7 The Altman Z-Score - 
[bookmark: _Hlk217319267]The Altman Z-Score is use to predict the bankruptcy or financial distress by using the different ratios, this ratio help to evaluate financial performance of a company (Agarwal and Patni 2019), if the value is above 3 means the company is safe for investment, if the answer comes below 3 between 1.81 to 2.99 its in Gray zone or if the answer come below 1.80 means company is about to the bankrupt or will file insolvency in future.
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Interpretation -
The Altman Z-Score is the tool for analyzing the performance of the business and for General Electronics, the company is facing financial problem which was good between 2020-2022 and the  score were 3.63 in 2020 , 3.22 in 2021 and 3.06 in 2022 which was showing good health of business , but after 2023 and 2024 it was dropped  to 2.24 and 2.82, which means it was in grey zone and indicate financial insolvency in future . The main problem is X3 went negative because of huge operating losses, but good things were X2 around 0.64 from past profits, X1 liquidity 0.24-0.29 is good, and X5 net sales per asset is above 1 which is showing positivity all of these years. Overall, the company needs to cut the costs and reduce debtors' credit time and generate more cash to stable the position of the company.
Key trend
The company is in down trend and showing negative net profit margins due to rising operational costs. Liquidity Ratios are decreasing with that Accounts Receivable Days are very high at 105.54 days and ROE and ROA are negatives showing week financial health of the company.
Strengths
Gross Profit Margin profit margin is still 28.87% showing a positivity in the company and after 2022 and 2023 the company started to improve its overall financial performance. By the time the company is showing 11.54 Fixed Asset Turnover and Net debts have also improved, which shows, in the coming years, the company can show positive financial results.
Threats
Financial insolvency is the biggest threat to a company. If the company fails to generate positive net profit and strong cash flows in the future, and is unable to control its receivable days, it could face serious and dangerous financial situations.
[bookmark: _Toc217319808]
1.8 Financial Health Check for Renishaw plc
Introduction: Renishaw plc is an London Stock Exchange (LSE) company which is an Electronic and Electrical Equipment making parts of electronic and semiconductors and here we have compared this company with GENERAL ELECTRONIC. Company is having good financial position and here we have used the data of FY 2023 and 2024 for better comparisons.

[bookmark: _Toc217319809]1.Profitability Ratios
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Interpretation - 
The gross profit margin of the Renishaw plc for FY 2023 was 50.93% which was dropped 46.82% in 2024 and the same drop has seen in operating profit margin and net profit margin from 19.53% to 15.72% and 16.29% to 11.43% respectively. Also,ROCE has also dropped from 14.29% in 2023 to 11.43% in 2024.
[bookmark: _Toc217319810]2. Liquidity Ratios
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Interpretation -
The company has receded growth in current ratio from 5.60 in 2023 to 5.81 in 2024 and similarly cash ratio has increased from 0.80 to 1.21. Also, Quick Ratio increased from 3.79 to 4.21, and all this indicates good liquidity and reflects strong short-term financial health.
[bookmark: _Toc217319811]3.Efficiency Ratios
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Interpretation -
In efficiency ratios, fixed asset Turnover decreased by 0.22 which was recorded 1.96 in 2023 also, the major dropped has seen in receivable turnover and in inventory ratios from 5.58 in 2023 to 5.37 in 2024 and 1.82 in 2023 to 2.27 in 2024 which indicates that company is facing problem to recover money from the market with that the inventory are taking longer time in company.

[bookmark: _Toc217319812]4.Gearing (Leverage) Ratios
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Interpretation - 
Gearing (Leverage) Ratios Interest Coverage for FY 2023 was 72.27 which was decreased to 41.08 and Debt to Equity, Debt to Capital ratio and Equity Multiplier remain the same at 16% ,14%, 1.16 times and net debts decreased to from 65491 in 2023 to 26269 in 2024.Overall debt level decreased and company is showing good finance health.
[bookmark: _Toc217319813]5.Investment Ratio
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Interpretation -
Overall, Both EPS (from 159.7 to 133.2) and ROIC (from 10.97% to 8.93%) decreased which means company generating low return on investment.

[bookmark: _Toc217319814]6.Cashflow Ratios
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Interpretation - 
Best thing about the company is, it has good amount of cash flow where free cash flow Increased by 7% which was 1% 2023 and cash flow margin improved from 12% in 2023 to 18% 2024.
[bookmark: _Toc217319815]7 Altman Z score result
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Interpretation-
Altman Z score decreased from 13.09 in 2023 to 12.62 in 2024 but still company is showing good financial health and it in safe zone.
Conclusion
Overall , Renishaw plc , showing good financial health and better cashflow, in 2024 the sales growth was not very high and Cost of sales increased while ROA ,ROE ,cashflow ratios and leverage ratios are showing strong fundamental of company and increasing inventory ratio and account receivable days indicating management to address the point in future strategy.
Comparison with General Electronics
General Electric is struggling with losses and high debt while Renishaw plc has strong cash flow and low debt and sales and Altman Z score indicating strong finance posting in this company compares General Electronics.






[bookmark: _Toc217319816]2.Working Capital Management Analysis

[bookmark: _Toc217319817][bookmark: _Hlk217319428]2.1 Cash operating cycle-
Cash operating cycle means how many days a company takes to turn inventory into cash from customers (Michalski, 2016). It helps companies understand how much time a company takes to convert inventory into cash. It helps to control working capital and helps management to take decisions accordingly.
To calculate the Cash operating cycle, Account receivable days, Accounts payable days
and Inventory days used.
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Account receivable Days-
Account receivable days indicating the day business takes to received money, as per the data company was receiving money in 76.85 days in 2020 but it was increased to 105.54 days in 2024 which present the data that company is facing problem in receivable days.
Accountant payable days-
Account payable days mean how many days a company takes to pay the suppliers money. In 2024 business takes 93.60 days to pay the suppliers, which was 69.29 days in 2020, which indicates a positive sign that the company is keeping cash for longer time.

Inventory Days-
Inventory days mean how many days a company keeps the stock before selling it. Low Inventory days present good sign for company as it converting cash quickly. In 2024, the inventory days were 103.11 days which was 100.26 days in 2020.In 2022, it was recorded that 131.04 days were recorded very high.

Cash Conversion cycle
It means how many days a company takes to receive the money it spends on inventory and production back into cash. Low CCC presents better cash management and operational efficiency. In 2020, the company takes 107.83 days to convert cash which was increased to 115.05 days which shows the company is facing problem to manage cash conversion cycle. The highest has seen in 2022 and 2023 to 139.87 to 133.06 and to compare with current data, the company is performing better than in the past.

[bookmark: _Toc217319818]2.2 Strategies to improve liquidity
· Speed up receivables 
General Electronic needs to focus on the receivable days which have been recorded very low in the past, showing lower cash collection and weaker credit control, to improve the effeminacy company needs to tighten credit terms and set limits.
· Manage inventory efficiently
General Electronic needs to focus on inventory days and make sure that the inventory does not stay too long in the company because it affects the cash rotation cycle.
· Cost Control
The company needs to focus on operating expenses which have increased over the period and must improve its net profit margin, which has been recorded negatively in recent years.
· Improve cash flow
The relationship between cash flows and firm performance has been extensively researched in the Turkish market (Kaya & Ozcelik, 2023). As per their research, cash flow is an indicator of a firm's health and indicator of a firm's health. It should be a central focus for financial market participants when making investment decisions.
· Extend payable days
General Electronic should extend payable days to utilize the cash for the business; higher days of payable days help company to fund operations, invest in growth opportunities. Also, it reduces short term loan liabilities and provide flexibility in managing working capital.
[bookmark: _Toc217319819] 2.3 Short-term vs long-term financing options
· Short – term Financing 
In short-term financing, Company borrow money from the market for less than 1 years, it can use many methods to many meet its short-term requirement. To meet short term obligations, General Electronic can take short term loans from the bank to boost the liquidity in the business and can take overdraft facilities is a kind of loan facility which bank provide based on the credit score to their client so they can withdrawal extra money over the cash availability in the bank or take trade credit and commercial paper.
Advantages:
Short-term finance can help General Electronic meet immediate liquidity requirements and improve its financial position; However, the company can get loans quicker and avoid long term commitment. 
Disadvantages:
The company needs to pay a high interest rate as the company is facing liquidity problem and making loss, Short-term finance increases the interest burden in cash flow. Also, company is taking more than 100 days to received cash, and withing a year company need to pay loan amount which means short term financing makes pressure on the company rather than support.
· Long term Financing:
For long term financing companies borrow money for more than one year. It includes term loans, bonds, equity financing, and long-term lease; these types of loans range from 1 to 30 years which help companies to grow steadily.
Advantages:
Payments are spread over time, so the company does not need to pay the full amount upfront, which reduces immediate pressure on cash flows. Lower interest rates further reduce the burden on cash flow. Monthly repayments allow General Electric to use the loan funds in the business to support operational needs. In addition, a fixed interest rate provides certainty and predictability in budgeting by reducing the risk of unexpected increases in financing costs.
Disadvantages:
Long-term financing results in higher total interest cost because the loan runs for many years, so even a normal interest rate adds to a large amount over time. It is less flexible, as long-term loans are difficult to change or repay early, and if a company wants to pay a loan earlier, they have to pay penalties for early repayment. Also, lenders often impose conditions or restrictions, such as limits on borrowing or maintaining certain financial ratios, which can reduce management’s freedom.


[bookmark: _Toc217319820]
3.Strategic Financial Restructuring Plan

Introduction: 
Financial restructuring planning company to enhance financial health and operational performance during the crisis conditions or distressed time. Time to time so many examples have been seen that utilize the financial performance by using different technique and method of Restructuring Plan. In this case General Electronics is facing financial distress, and it can use divestiture, merger, and equity injection to improve its assets quality and profitability.

[bookmark: _Toc217319821]3.1 Divestiture:
In this method, the company sells, disposes of, or spins off a part of its business, such as a subsidiary, division, product line, or asset to raise capital, reduce debt, and improve asset unitization. According to Feldman and McGrath (2016, p. 5) state that “divestitures allow firms to focus on core competencies while shedding non-strategic units. In this method, they have cited that managers can use this strategy to reshape firm boundaries, refocus strategy, and create value.

Strategy for General Electronics:
Fixed assets have been decreased from 87,285 in 2020 to 34,207 in 2024, which suggests that the company has already sold or closed some assets in the past. Inventories are high at 79,355  in 2024 compared to total sales of 394,879  and receivables or contract assets are at over 124,000 . This may indicate slow-moving products or excess production capacity, which could be addressed by selling off divisions holding too much inventory. The company also holds significant intangible assets of 24,038 million and right-of-use assets from leases of 14,322 million. Some of these could relate to outdated brands, patents, or non-essential property leases that might be good candidates for disposal to improve efficiency and liquidity.
[bookmark: _Toc217319822]3.2 Merger:
A merger is a process where two companies combine and form a single one to reduce costs and enhance efficiency. According to Aggarwal and Garg (2017), mergers and acquisitions (M&A) are important for companies because they help achieve growth, expand into new markets, and increase market power.
Strategy for General Electronics:
For General Electronics, can merge with a stronger competitor or making partnership with others can help to reduce its operating losses which was 15,297 in 2024) and can control high expenses which was recoded 129,291. By combining operations, the company could share research and development, streamline supply chains, and cut duplicate costs. This strategy would also make use of its large asset base 323,354 while giving access to the partner’s cash to pay off credit lines 36,960 and strengthen equity, which dropped from 313,301 in 2020 to 153,105 in 2024.
[bookmark: _Toc217319823]2.3 Equity injection:
According to Xiong, Liu, and Wang (2023), Equity injection is a method where a company issues new shares to get money or enhance its liquidity by introducing new shares in the market. It is especially useful for smaller companies, private firms, or those in weaker regions. It helps companies to decrease it cost of borrowing and strengthen their financial position. In the case of commercial banks in Zimbabwe , they were facing financial instability and liquidity problems to solve this problem they have used Equity injectionn method to mitigate risks of failure (Dzingirai & Baporikar, 2022).

Strategy for General Electronics:
General Electronics is making  operating losses of 15,297 in 2024 and having  high expenses at 29,291 which show that company need to control its expenses and it has to improve the liquidity by merging with a stronger rival could fix this by sharing R&D costs, supply chains, and cutting duplicate expenses.
[bookmark: _Toc217319824]3.4 Impact on shareholder value :
· From a shareholder point of view, if the company will use divestiture method, it can reduce the debt by injecting funds into the company and can return cash to shareholders through dividends or buybacks. But it has some problems linked if assets have potential of high price or sold undervalued; shareholders lose the long-term gains.
· If the company uses the merger method, it helps by reducing costs and improving efficiency and helps the company to expand its business with competitors or new partners. Also, this method decreases the liabilities and streamlines decision-making. But poor management can negatively affect the share value of shareholders. According to Krause, C. (2025), the merger failed because of poorly timed decisions regarding technology and organizational design.
· Equity injections can help companies expand their business and improve liquidity in the company, but it can also reduce the earnings per share.



Impact on debt structure:
· Divestiture helps company to recues its Debt due to selling some assets or business part which lean strong liquidity and enhance performance.
· In a merger, partner money pays off urgent short-term loans and debt-to-capital falls; leverage eases.
· Equity injection adds new shares or owner cash straight to the balance sheet,
All these methods help companies to inject liquidity, which helps companies to pay debts and maintain healthy business.
[bookmark: _Toc217319825]3.5 Operational flexibility:
For operational Flexibility company need to sell some parts and, and the partnership and new share injection help it Increase cash flow to run the business. For example, a manufacturing firm may sell a loss-making product line to reduce costs and free cash for core operations. 
[bookmark: _Toc217319826]3.6 Taxation:
All the companies which are doing business must consider taxation and business law before making any strategic financial planning, because it directly affects cash flows, profitability, and shareholder value. Also, If companies are doing cross border business, they must calculate rate and other direct and indirect tax laws which will affect the profitability of the company. Aggressive tax planning can help to diversion of corporate resources and, which is relevant in restructuring when controlling shareholders take advantage of tax savings (Bauer et al., 2020).
[bookmark: _Toc217319827]3.7 Currency risk:
This rick of currency connects with the economy and growth rate of the country; companies need to make understand the value of the money in its operational country and in other countries if they want to expand their business. Most of the Time MNC and import expert companies face these types of problems. In Strategic Financial Restructuring Plan, choice and management of currency play a critical particularly for MNS companies which have branches in other countries, if the currency value dropped, they will face financial losses (Bogicevic & Domanovic, 2016).
[bookmark: _Toc217319828]3.8 Inflation:
Inflation plays a curial role in business, it can affect the borrowing price if company have any loan, interest rate hike directly affects the cash slow the company and company like General Electronic which is facing financial problem, need to calculate it before making any financial planning.
[bookmark: _Toc217319829]3.9 CSR:
Corporate Social Responsibility means that a company takes some responsibility toward society and the environment by helping local communities' and planting tree and spreading social awareness about environmental protection toward environment and etc. CSR practices can be quantified through indices like the Industrial Corporate Social Responsibility Practices Index (ICSRPI), which measures sustainable business commitment across industries.

















[bookmark: _Toc217319830]4.Investment Appraisal and Capital Budgeting

[bookmark: _Toc217319831]4.1Payback period
According to Law (2018),Payback period is method of calculating capital budgeting which tells how much time company takes to recover its initial investment. This method is very simple and easy to use, which makes it useful for quick decision-making. But it does not consider time value of money.
[image: ]
Interpretation-
In this method, Payback period for Project A takes 3.4 years, Project B takes 5 years, and Project C takes 3.6 years to recover its initial investment. This shows that Project A recovers the initial money spent a little faster than Project C, while Project B has the slowest recovery and holds the money for the longest time. Because General Electronics has weak cash flow and depends on short-term borrowing, quicker recovery. of the investment makes Projects A and C more attractive than Project B from a liquidity and risk point of view.
recommendation
[bookmark: _Toc217319832]4.2 Accounting Rate of Return
ARR is based on accounting profits instead of cash flows, which makes it easy to calculate using financial statements (Magni, 2014). Just link Pay bank period this method also not consider time value of money and it affected by accounting rules and depreciation methods.
[image: ]
Interpretation-
Accounting Rate of Return shows the average yearly profit as a percentage of the average money invested in the project. For these projects, after calculating profits and average investment, ARR is about 14% for A, 0% for B, and 20% for C, so Project C has the best accounting return.
[bookmark: _Toc217319833]4.3 Net Present value 
According to Pogue (2004), Net Present Value is a key investment appraisal method that calculates the present value of future cash flows by evaluate the profitability of projects using the discounting method. This method considers the time value of money and reducing financial risk ,Companies use it to select projects that are profitable, meaning projects with a positive NPV.
[image: ]
Interpretation- 
Net present value of project A is 1.32 and for B is –7.26 and for project C is 4.22, company B gives negative results which means company will never consider it and for better profitability project C is the best for future return.
[bookmark: _Toc217319834]4.4 Profitability Index
Profitability index is a method for which evaluates the desirability of a project or investment. It considers the Time Value of Money and helps to rank the project by interpretation. If PI is more than 1, which means the project is profitable.
[image: ]Interpretation- 
As per the calculation, project C is the perfect for investment, having PI is 1.08 shows profitability, while project B is less than 1 which means, it's not profitable and Project A is 1.03 which is also considerable for investment.
[bookmark: _Toc217319835]4.5 Internal Rate of Return 
IRR means how much return a project will give every year. IRR helps investors to take decisions regarding investment in a project.
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Interpretation-
As per the calculation, IRR has rejected the project B and project A asnwer is 11.37 and project C is 12.79 , which means project C is more profitable than A.
Final investment recommendation:
General Electronics has Reported losses of £24.03m in 2024 and £98.24m in 2023 also sales was decline from £614.68m in 2020 to £394.88m in 2024 which mean company is facing hard time and the cashflow situation is £26.78m cash reserves and Cash from operations fell to £14.82m in 2024, demanding projects with quick recovery and stability. After analyzing all the project, the payback period of project A is 3.4 years while Project C with 3.6 years, and Project B has the longest payback period of 5 years. While Project C stands out with the highest NPV of £4.23m at 10% discount rate and project B comes with negative result which means management will invest 60m in project C to invest 50m in that project and remaining 10m it will unutilized to manage its cash flow or emergency amount which helps company to run the businesses smoothly.




[bookmark: _Toc217319836]Referencing
Agarwal, A., & Patni, I. (2019). Applicability of Altman Z-Score in Bankruptcy Prediction of BSEPSUs. Journal of Commerce and Accounting Research, 8(2), 93.
Aggarwal, P., & Garg, S. (2022). Impact of Mergers and Acquisitions on Accounting-based Performance of Acquiring Firms in India. Global Business Review, 23(1), 218–236.https://doi.org/10.1177/0972150919852009
Bauer, A. M., Fang, J., Pittman, J., Zhang, Y., & Zhao, Y. (2020). How Aggressive Tax Planning Facilitates the Diversion of Corporate Resources: Evidence from Path Analysis. Contemporary Accounting Research, 37(3), 1882–1913. https://doi.org/10.1111/1911-3846.12563
Bogicevic, J., & Domanovic, V. (2016). Control in function of foreign subsidiary performance evaluation. Ekonomika (Niš, Serbia), 62(1), 69–82. https://doi.org/10.5937/ekonomika1601069B
DURRAH, O., ABDUL AZIZ, A.R., SYED, A.J. and NOUR, A.G., 2016. Exploring the Relationship between Liquidity Ratios and Indicators of Financial Performance: An Analytical Study on Food Industrial Companies Listed in Amman Bursa.International Journal of Economics and Financial Issues, 6(2),.
Dzingirai, M., & Baporikar, N. (2022). Financial Restructuring and Commercial Banks Performance Nexus in Zimbabwe. International Journal of Corporate Finance and Accounting, 9(1), 1–13.https://doi.org/10.4018/IJCFA.312567
Feldman, E.R. & McGrath, P.J., 2016. Divestitures. Journal of Organization Design, 5(1), pp.1–16.https://doi.org/10.1186/s41469-016-0002-x
HUGHEN, J.C. and STRAUSS, J., 2017. Portfolio Allocations Using Fundamental Ratios: Are Profitability Measures More Effective in Selecting Firms and Sectors? Journal of Portfolio Management, 43(3), pp.87-101.
Jonathan Law. (2018). payback period method. In A Dictionary of Finance and Banking (6th ed.).Oxford University Press.
Kaya, I. and Ozcelik, H. (2023) ‘The Effect of Cash Flows on Firm Performance: A Research on BIST’,Istanbul Business Research, 73(1), pp. 333–358.
Lamberg, J.-A., Lubinaitė, S., Ojala, J., & Tikkanen, H. (2021). The curse of agility: The Nokia Corporation and the loss of market dominance in mobile phones, 2003-2013. Business History, 63(4), 574–605. https://doi.org/10.1080/00076791.2019.1593964
Magni, C. A. (2014). Mathematical Analysis of Average Rates of Return and Investment Decisions: The MissingLink. TheEngineeringEconomist, 59(3),175206.https://doi.org/10.1080/0013791X.2014.881174
MICHALSKI, G. (2016). Full operating cycle influence on the food and beverages processing firmscharacteristics. Agricultural Economics (Praha), 62(2), 71–77.https://doi.org/10.17221/72/2015AGRICECON
Mills, J. R., & Yamamura, J. H. (1998). The power of cash flow ratios. Journal of Accountancy, 186(4),53.
MIRELA MONEA. (2019). ASSET MANAGEMENT RATIOS. Annals of the University of Petroşani.Economics, 19(2), 61–68.
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Liquidity Ratios

St no|Ratio name. [Formula [ 2020  2021] 2022] 2023[  2024]
1 Current ratio Currert Assests/Current Liabilties 182 15 15 161 153
2 Cash Ratio Cash/Currert Liabilties 032 028 031 027 017
3 Quick Ratio ( Acid - Test Ratio)  Current Assets - Inventories /Current Liablities 115 093 091 106 103
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Sr no|Ratio name Formula 2020]  2021] 2022]  2023] 2024

1 Asset Tumover Sales / Total Assets 120 118 1.08 118 122
2 Fixed Asset Tumover Sales/Fixed assets 7.04 806 864 942 1154
3 Receivables Turnover Ratio Net Credit Sales/Average Accounts Receivable 475 466 483 373 3.46
4 Inventory Ratio COGS / Inventory 3.64 319 279 3.66 354

5 Accounts Receivable Days Accounts Receivable/Average Daily sales*365 76.86 7840 7555 97.74 10554
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Gearing (Leverage) Ratios

Sr no[Ratio name. [Formula [ 2020  2021]  2022] 2023[  2024]
1 Interest Coverage EBIT/nterest 2621 4108 661 1969 455
2 Debt to Equity Total debt/Total quity 063 085 08 099 111
3 Debt to Capital ratio Total debt/Total quity+Total debt 039 046 047 050 053
4 Debt-to-Enterprise Value Total Debt/Market capital +Net debts 035 042 043 050 053
5 Equity Muliplier Total assets /Book value of Equity 163 185 188 199 211
6 Net debts Total debt-Cash 130836 173586 169017 134201 143466
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Investment Ratio

Sr no|Ratio name [Formula [ 2020] 2021 2022]  2023]  2024]
1 Return of Equity (ROE) Net Income/Book value of Equity 12.31% 1.92% 0.15% -5491% -15.7%
2 Return on assets (ROA) Net Income/Total Assets 7.56% 1.04% 0.08% -27.60% -7.43%
3 Return on invested Capital (ROIC)  EBIT-Taxation/Total Equity + Net Debt 7.05% 2.77% 081% -29.15% -6.99%

4 Earnings per shares (EPS) Net income/Common Shares Outstanding 2.78 0.39 0.03 -7.25 -0.02
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Cashflow Ratios

St no|Ratio name.

[Formula

[ 2020 2021] 2022] 2023[  2024]

1 Cashlow to debt ratio
2 Castflow Margin

3 Free Cash Flow Margin
4 Free Cash Flow

Gperating cashfiow/Total Debt

Operating cashflow/sales

Free cashfiow/Sales

Operating Cash Flow-Capital Expenditure

37.26% 17.19% 463% 1424% 871%
11.94% 670% 201% 599% 3.75%
9.20% 460% -0.57% 4.06% 2.60%
56530.00 27697.00 -3080.00 17074.00 10250.00
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Altman Z-SCORE RESULTS

Formuia 2024 2023 2022 2021 2020
X, (Current Assels - Current Liabilties) / Total Assets 0.260 0275 0.241 0.236 0.289
X, Retained Eamings/Total assefs 0.645 0653 0.656 0.647 0.637
X. EBIT/Total Assets 0.047 0.240 0.029 0.046 0.073
Xs Shareholders’ Equity/Total Liabilities 0.899 1.011 1.138] 1177 1.590]
Xs Net sales/Total assets 1221 1.181 1.077 1179 1.205
Z- Score |1.2X1+1.4X2+3.3X3+0.6X4+1.0X5 2.820 2.241] 3.063] 3.225 3.638]
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Profitability Ratios

‘Sr no[Ratio name [Formula [ 2024] 2023]
1 Gross Profit Margin Gross Profit/ revenue*100 46.82% 50.93%
2 Operating Profit Margin Operating Profit/ revenue*100 15.72% 19.53%
3 Net Profit Margin Net Profit/ revenue*100 14.02% 16.86%

4 Return on capital Employed (ROCE) EBIT/(Total Assets - Current Liabilities)*100 11.43% 14.29%
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Liquidity Ratios

‘Sr no\Ratio name \Formula | 2024\ 2023\
1 Current ratio Current Assests/Current Liabilities 5.81 5.60
2 Cash Ratio Cash/Current Liabilities 1.21 0.80

3 Quick Ratio ( Acid - Test Ratio) Current Assets - Inventories /Current Liablities 4.21 3.79
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Efficiency Ratios

‘Sr no|[Ratio name [Formula [ 2024] 2023]
1 Asset Turnover Sales / Total Assets 0.66 0.66
2 Fixed Asset Turnover Sales/Fixed assets 1.74 1.96
3 Receivables Turnover Ratio Net Credit Sales/Average Accounts Receivable 5.37 5.58
4 Inventory Ratio COGS / Inventory 2.27 1.82

5 Accounts Receivable Days Accounts Receivable/Average Daily sales*365 70.79 65.43
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Gearing (Leverage) Ratios

‘Sr no|[Ratio name [Formula [ 2024] 2023]
1 Debt to Equity Total debt/Total quity 16% 16%
2 Debt to Capital ratio Total debt/Total quity+Total debt 14% 14%
4 Equity Multiplier Total assets /Book value of Equity 1.16 1.16
6 Interest Coverage EBIT/Interest 47 .47 72.27

5 Net debts Total debt-Cash 26,269 65491
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Investment Ratio

‘Sr no[Ratio name [Formula [ 2024] 2023]
1 Return of Equity (ROE) Net Income/Book value of Equity 10.73% 1.92%
2 Return on assets (ROA) Net Income/Total Assets 9.22% 1.04%
3 Return on invested Capital (ROIC)  EBIT-Taxation/Total Equity + Net Debt 8.93% 10.97%

4 Earnings per shares (EPS) Net income/Common Shares Outstanding 133.2 159.7
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Cashflow Ratios

‘Sr no[Ratio name [Formula [ 2024] 2023]
1 Cashflow to debt ratio Operating cashflow/Total Debt 84% 57%
2 Cashflow Margin Operating cashflow/sales 18% 12%
3 Free Cash Flow Margin Free cashflow/Sales 58561 10273

4 Free Cash Flow Operating Cash Flow-Capital Expenditure 8% 1%
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Altman Z-SCORE RESULTS

Formula 2024 | 2023
Xy (Current Assets - Current Liabilities) / Total Assets. | 0.462| 0.451
X, Retained Earnings/Total assets 0.834| 0.835
X3 EBIT/Total Assets 0.103| 0.129
Xa Shareholders’ Equity/Total Liabilities 16.498|17.157
Xs Net sales/Total assets 0.658| 0.660
Z- Score |1.2X1+1.4X2+3.3X3+0.6X4+1.0X5 12.620|13.090
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Formula

2024]

2023

2021

T[Account receivable days [Accourts Receivable/Sales/366 105.64228] 97.745] 75.553] 76.396| 76.850]
2[Accounts payable days |Accourts Payable/COGS/365 93.601705] 6447| 66.719] 78.953| 69 29|
3(inventory Days investory Days / COGS/365 103.11898] 99.783] 131.04] 114.62] 100.26]
4|Cash Conversion cycle |Account receivable days Hwentory Days—Account Payable Days 115.05956] 133.06] 139.87] 113.96] 107.83)
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Project A |Dep Profit Project B |Dep Profit Project C |Dep Profit
10 8 2 6 6 0 5 10 -5|
12 8 4 6 6 0 10 10 0
14 8 6 6 6 0 20 10 10|
10 8 2 6 6 0 25 10 15]
8 8 0 6 6 0 15 10 5
Total 14 0 25
Average anuual accouting profit 2.8 0 5
Average investment 20 15 25
ARR 14% 0% 20%
Project A B C
Initial investment 40 30 50

Depreciation 8 6 10
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Project A|PVF@10% [PV |Project B |PVF@10% |PV Project C|PVF@10% |PV
-40 1/-40.0 -30 1 -30 -50 1 -50
10 0.9091| 9.1 6 0.9091| 5.4546 5 0.9091| 4.5455
12 0.8264| 9.9 6 0.8264| 4.9584 10 0.8264| 8.264
14 0.7513| 10.5 6 0.7513| 4.5078 20 0.7513| 15.026
10 0.683| 6.8 6 0.683| 4.098 25 0.683| 17.075
8 0.6209| 5.0 6 0.6209| 3.7254 15 0.6209| 9.3135

Total NPV 1.32 -7.26 4.22
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Year Project A PVE@10%|PV Project B |PVE@10%|PV Project C |PVE@10%|PV
0 -40 -30 -50
1 10 0.9091 9.1 6 0.9091 5.4546 5 0.9091 4.5455
2 12 0.8264 9.9 6 0.8264 4.9584 10 0.8264 8.264
3 14 0.7513 105 6 0.7513 4.5078 20 0.7513 15.026
4 10 0.683 6.8 6 0.683 4.098 25 0.683 17.075
5 8 0.6209 5.0 6 0.6209 3.7254 15 0.6209 9.3135

Total 41.32 22.74 54.22

Project A B C

Initial investment 40 30 50

Formula Project A Project B |Project C

Pl PV/Initial Investment 1.03 0.76 1.08
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Project A |[PVE@10%|PV PVE@13%|PV Project B |PVE@10%[PV Rejected Project C |PVE@10%|PV PVF@14%|PV

0 -40 1 -40.0 1.0 -40.0 -30 1 -30 0 0 -50 1 -50 1 -50

1 10 0.9091 9.1 0.9 8.9 6 0.9091 5.4546 0 0 5 0.9091 4.5455 0.8772 4.386

2 12 0.8264 9.9 0.8 9.4 6 0.8264 4.9584 0 0 10 0.8264 8.264 0.7695 7.695

3 14 0.7513 10.5 0.7 9.7 6 0.7513 4.5078 0 0 20 0.7513 15.026 0.675 13.5

4 10 0.683 6.8 0.6 6.1 6 0.683 4.098 0 0 25 0.683 17.075 0.5921| 14.8025

5 8 0.6209 5.0 0.5 4.3 6 0.6209 3.7254 0 0 15 0.6209 9.3135 0.5194 7.791
Total NPV| 1.32] -1.57| -7.26 0.00 0.00 4.22 -1.83
IRR Formula

LDR+(HPV/(HPV-(LPV))*D
Project A 11.37024
Project B Rejected
Project C  12.79008
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Profitability Ratios
St no|Ratio name. [Formula 2020 2021] 2022[ 2023 2024
1 Gross Profit Margin Gross Profi revenue™1 00 2667% 28.76% 26.06% 23.20% 28.87%
2 Operating Profit Margin Operating Profi/ revenue*100 6.06% 387% 268% -2029% -3.87%
3 Net Profit Margin Net Proft/ revenue*100 6.28% 088% 0.07% -23.36% -6.09%
11.27% 792% 506% -4381% -9.27%

4 Return on capital Employed (ROCE) EBIT/(Total Assets - Current Liabilities)*100
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Profitability Ratios

=1 Gross Profit Margin Gross Profit/ revenue*100

=) Operating Profit Margin Operating Profit/ revenue*100
e 3 Net Profit Margin Net Profit/ revenue *100

=4 Return on capital Employed (ROCE) EBIT/(Total Assets - Current Liabilities)* 100




