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[bookmark: _r2r95s5ncfag]1. Introduction 
Financial analysis, investment appraisal, and capital budgeting are three core elements that can highlight a business’s financial stability and this also indicates the future growth opportunities. This report aims to execute an in-depth financial analysis of General Electronics. In this context, the first part of this report involves the evaluation of General Electronics where financial ratio analysis is done to explore the financial trends, strengths and threats for this company. Along with this, application of corporate failure prediction models can aid in assessing default risk. The second part of this report encompasses working capital management analysis to assess the cash operating cycle and based on this strategies will be suggested for upgrading liquidity using working capital reforms. Furthermore, an analysis is done in this section to make a comparison between General Electronics’s short-term vs long-term financing options. The third part of this report will discuss the suitable financial restructuring options for General Electronics along with a discussion regarding its impact on different aspects like shareholder value, debt structure, and operational flexibility. This discussion also includes the analysis of international and ethical considerations for financial restructuring. In the last section of this report, PBP, ARR, NPV, PI, and IRR will be used to recommend the most viable project among three proposed investment projects considering the company's financial performance and  project risk characteristics.
[bookmark: _wcd9ybcsoxe8]2. Financial Health Check 
[bookmark: _fwjkfj1jar6h]2.1 Ratio analysis of General Electronics for last five years 
Financial ratios are like metrics which depict a company’s financial situation and can reveal what financial strength, opportunities or threats a company has. According to Santoso and Supatmi (2021), a financial ratio is used to make comparisons between one financial data with other financial data in a financial report that are related to each other. This comparison helps in making a conclusion regarding a company’s financial situation. Thus, use of ratio analysis for General Electronics in this report can reveal this company’s financial health. In the context of General Electronics’s financial health analysis, profitability, liquidity, efficiency, gearing, investment, cash flow ratios are used so that financial trends, strength and existing threats can be assessed. 
Profitability ratio analysis 
For assessing the profitability situation of General Electronics, it is determined that gross profit ratio and net profit ratio are two best metrics. Gross profit ratio showcases how much gross profit a company has earned in the context of net sales value it gained. Net profit ratio highlights the % of net profit a company gains on the basis of net sales value (Heliani et al. 2023). As per the ratio analysis calculation, the gross profit ratio of General Electronics in 2024 was 28.87 a slight increase from the past five years. Thus, it can be stated that this company’s gross profit making ability increased at a minor level which is overall a positive sign for the business. On the other hand, the net profit ratio of General Electronics started declining from 2021 and reached at -6.09. That means this company’s ability to make net profit in the context of net sales decreased [Refer to Appendix 1].  From 2021 to 2024, a downward trend has been noticed in the context of net sales and net profit. It has been noticed that from 2023 this company struggled with net loss and as a result net profit ratio also resulted negative. Negative net profit ratio and slow growth of gross profit margin is a signal of a company’s poor profitability health (Widiasmara, 2022). Therefore, it can be inferred that the profitability situation or the profit generating ability of General Electronics is low and the net loss is like a financial threat for the company in upcoming years. 
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Illustration 1: Profitability ratios 
(Source: Self-developed)


Liquidity ratio analysis 
Liquidity ratios such as current and quick ratio are used in financial analysis to evaluate whether a business has sufficient short-term assets to cover short-term liabilities. Blessing and Sakouvogui (2023), liquidity ratios are elementary for a company aiming to determine its’ ability to meet its short-term obligations. Hence, the current and quick ratio is computed for General Electronics to assess this company’s potential for addressing short-term obligations using short-term assets. Ratio calculation for the last five years shows that there is a declining trend in current ratio as it reached 1.53 in 2024 from 1.82 in 2020 [Refer to Appendix 1]. Declining current ratio informs that a company’s ability to pay off current liabilities is decreased which ultimately is a threat factor for business (Gunawan, 2023). Then, it is easy to claim that this company's financial capacity of covering current liabilities by the use of current assets is minimised and it is a sign of poor liquidity position. The same trend is also noticed for quick ratio analysis. It has been seen that this company’s quick ratio was at 1.15 in 2020 and in 2024 it dropped to 1.03 dramatically [Refer to Appendix 1]. Quick ratio informs how much financially stable a company is in the context of paying off current liabilities consuming current assets without inventory (Hasidi et al. 2024). Hence, it is transparent that General Electronics has not sufficient current assets to cover current liabilities. Moreover, it has been seen that in the last five years, the value of current assets decreased and this is the reason behind the poor liquidity performance. 
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Illustration 2: Liquidity ratios 
(Source: Self-developed)
Efficiency ratio analysis 
Efficiency ratio is another metric used in financial analysis to judge the potential of a company in the context of resource utilisation. Efficiency ratio showcases the comparison between the expenses incurred for resources, capital and assets with regard to revenues earned, generally what type of return on revenue or profit a business can share with the amount it spends on resources to run business. (Corporate Finance Institute, 2024). In the context of evaluating General Electronics’s efficiency, assets turnover and inventory turnover ratios are applied here. Ratio calculation highlights that inventory turnover dropped to 3.35 in 2024 while in 2020 it was 3.34. Furthermore, it has been seen that inventory turnover dropped significantly in 2022 and 2023 at 2.84 and 2.83 [Refer to Appendix 1]. Overall, the declining trend has been noticed in inventory turnover ratio. Inventory turnover ratio is defined as an effective indicator of how potential a company has in managing and selling its inventory within a fiscal period (Kwak, 2019). Hence, it can be stated that declined inventory turnover ratio indicates General Electronics’s poor performance in the context of inventory management. Furthermore, a declined trend has also been noticed in assets turnover ratio as this minimised to 1.16 in 2024 from 1.20 [Refer to Appendix 1]. Assets turnover ratios reveal how well a business can manage its assets and when it goes higher it shows a company’s robust potential in managing assets (Tissen and Sneidere, 2019). It has a significant impact on the profit growth (Utami, 2017). Therefore, it has been realized that the capability of managing assets or generating revenue from assets minimised and that worsening efficiency performance will be a threat for the company. 
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Illustration 3: Efficiency ratio 
(Source: Self-developed)
Gearing ratio analysis 
Gearing ratio is computed here to analyse the General Electronics’s  leverage position and to assess whether the company is dependent on debt or equity for financing the company (Tulung et al. 2024). Debt to Equity is the chosen gearing ratio in this context. As per the analysis, it is revealed that this company’s debt to equity ratio increased to 1.11 in 2024 from 0.99 in 2023 and 0.63 in 2020 [Refer to Appendix 1]. As the increase in debt to equity ratio implies that a company is highly dependent on debt in place of equity for financing; it can be stated that upwarding debt to equity ratio is a signal for financial burden. 
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Illustration 4: Gearing ratio 
(Source: Self-developed)
Investment ratio analysis 
Earnings per share is chosen here as an investment ratio. Articulated by Bustani et al. (2021), this ratio informs how much profit or the return a company makes for each outstanding share and this reflects shareholders’s earnings strength and their value. From 2021, the EPS of this company started falling and in 2023 and 2024 it reached negative value -7.64 and -1.85 accordingly [Refer to Appendix 1]. This means, General Electronics is in a critical situation because it is not able to generate any profit for the shareholders. As a result of that situation, this company has to suffer for equity financing in the next few years as the shareholders' confidence level will drop after seeing the negative return trend in the last few years. 
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Illustration 5: Investment ratio 
(Source: Self-developed)
Cash ratio analysis 
The cash ratio informs whether an enterprise's liquid cash value is sufficient to cover short-term liabilities (Zuliyana et al. 2023). Therefore, use of this ratio can reveal how well the General Electronics can address its short-term debt except depending on inventory or receivables. Cash ratio analysis for General Electronics indicates a downward trend where it is clearly noticeable that in 2024 it declined to 0.17 from 0.32 in 2017 [Refer to Appendix 1]. Based on this trend, it is viable to claim that General Electronics had insufficient cash to pay short-term liabilities at urgent situations and this will be a burden for the business. Reduction of liquid cash value and similarly increase of  short-term debt is liable for this worse financial situation. 
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Illustration 6: Cash ratio 
(Source: Self-developed)
2.2 Corporate failure prediction models
Altman Z score model is one such model applied for the purpose of estimating the probability of a business going bankrupt. Using five ratios, Altman (1968) has used multiple discriminant analysis (MDA) for the motive of evaluating the chance of failure of business and this technique model is highly recognised to make a forecast on financial distress of companies (Cındık and Armutlulu, 2021). For General Electronics, this model is applied here for the same purpose. 
Formula: 
Zeta (ζ) = 1.2A + 1.4B + 3.3C + 0.6D + 1.0E
A is the Working Capital/Total Assets ratio 
A= 0.260
B is the Retained Earnings/Total Assets ratio
B= 0.644
C is the Earnings Before Interest and Tax/Total Assets ratio
C= -0.05	
D is the Market Value of Equity/Total Liabilities ratio
D= 0.899	
E is the Total Sales/Total Assets ratio
E = 1.22
Therefore, Zeta (ζ) =  2.81 [Calculations are placed in Appendix 2]
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Figure 1: Different zones of Altman Z score model 
(Source: Corporate Finance Institute, n.d. a)
As the Z score value of General electronics is below 2.90; it can be concluded that the company is in the grey zone in place of a safe zone and this shows the probability of higher level of financial risk. This altman z score result overall illustrates this company's possible chance of financial distress and it will result in uncertain financial stability (Mattio, 2024; Asif, 2024; ). Furthermore, this results in solvency problems when adverse conditions will come. 
[bookmark: _borwygiy30x3]3. Working Capital Management Analysis 
[bookmark: _2rhfaid7yx6t]3.1 Cash operating cycle 
The purpose of computing the cash operating cycle (CCC) is to assess and quantify both risk and rewards associated with the General Electronics’s liquidity management. As stated by Asman et al. (2022), CCC is beneficial for assessing the duration a business takes to transform resources into cash from the time resources are bought up to when it is traded while the debts are reimbursed.
CCC = DIO + DSO – DPO (Akpadaka and Edeh, 2024)
As per the calculation, it has been seen that General electronics’s CCC is at 112,133,154, and 130 in 2021,2022, 2023, and 2024 accordingly [Refer to Appendix 3]. Thus, it can be stated that this company has a high and volatile CCC. This increasing CCC value indicates that this company is taking extensive time to transform its resources into cash (Akpadaka and Edeh, 2024). It is also a noticeable fact that the days taking for this conversion is increasing yearly which signals lower working capital efficiency and elevated liquidity risk. 
In the context of  Days inventory outstanding (DIO), it has been expanded to 129 days in 2023 while in 2021 it was 109 days. This result showcased General Electronics’s low inventory turnover with a risk of overstocking (Zaher and Illescas, 2022). In 2024, it dropped again to 109 days which signals General Electronics's better inventory management. Overall, the volatile DIO indicates a risk for the company. 
For Days Sales Outstanding (DSO), it increased to 105 days in 2024 from 78 days in 2021. This result means that this company delayed the collection of receivables and this specified the company’s inferior credit control that negatively impacted cash inflows (Ceylan, 2021). On the other hand, Days Payable Outstanding (DPO) for this company seemed somewhat the same up to 2023 (75 days in 2021, 77 in 2022, 73 in 2023). However, in 2024, DPO dramatically surged to 84 days. Therefore, it is the signal that General Electronics is consuming prolonged time for paying dues of suppliers which means a liquidity pressure (Ngo, and Van Nguyen, 2022). 
[bookmark: _fdbaqgk9t7dy]3.2 Suggestions of strategies for improving liquidity through working capital reforms
Based on the CCC analysis, some issues have been found for General Electronics like weak working capital management, delayed cash inflows, as well as high liquidity risk. Based on these some recommendations are illustrated below-
Recommendation 1: 
As the DSO is seen as increasing and this can impact both profit and CCC; it should be changed with immediate actions. This company has a necessity of implying a strong receivables and credit control mechanisms. As the upwarding DSO is delaying cash inflow and lowering credit assessment; it is creating a liquidity risk. When a business has a strategic receivable management; its cash flow stability can be improved along with the reduction of working capital lock-in (Ramli et al. 2025). Therefore, it is advised that updation of credit terms with customers, implementation of customer credit scoring facility and offering discounts for early payments of sale will help General Electronics to minimise the DSO. In addition to this approach, continuous supervision of ageing receivables will sort out the bad debt risks and these overall enable a good cash conversion cycle. 
Recommendation 2: 
An extreme level of volatility has been noticed for DIO. It increased to 129 days meaning there is inconsistent inventory control along with the possible risk of overstocking. Even though, in 2024, it minimised in 2024; General Electronics has to emphasis on how to stabilise inventory turnover. It can be suggested that the company can use any inventory management softwares like SAP, ZOHO, Katana to maintain and trace inventory flow. Along with this, implementation of First in First out (FIFO),  just-in-time (JIT) practices, and periodic inventory audits can help to stabilize inventory management of General Electronics (Manohar and Appaiah, 20217). In line with the opinion of Niaz (2022), it can be recommended that integration of data analytics for inventory planning not only benefit in enhancing accuracy but also help in minimising obsolete stock. This will further serve as a strategic action for the prevention of excessive capital being held in inventory.


Recommendation 3: 
DPO of General Electronics has also been seen as increased in 2024 indicating issues of delayed payments to suppliers and liquidity pressure. It is a fact that delay for supplier’s payments is good for improving cash flow temporarily but  excessive delays is a threat for companies as it hamper supplier trust and disrupt supply chains (Jean, 2024). Therefore, this company is advised to modify structured payment terms with key suppliers so that payments periods can be extended. Furthermore, automated payment facilities will be a way to mitigate this matter. 
Recommendation 4: 
Cash flow forecasting is advisable for the company so that burdens on General Electronics’ operating cash flows can be removed. Nosov et al. (2021), stated that forecast of future cash flow is the solution for minimizing cash flow deficit. It will further help in predicting liquidity gaps and enabling operational cash allocations. Moreover, short-term cash management practices will be a superior solution for enhancing visibility over inflows and outflows. 
[bookmark: _de3drp8c2lb8]3.3 Short-term financing options vs long-term financing options 
General Electronics has two scope one is short-term financing and another is long-term financing for the growth. This company can choose some short-term financing options like business line of credit, receivable financing and commercial papers (Corporate Finance Institute, n.d. b). It has been seen that this company already has £36,960m lines of credit and £323,354m of assets. Therefore, the company has the scope for expanding revolving credit limits based on its established credit history. It will offer both flexibility and can enable quick access of funds for the company in accordance with high CCC. Furthermore, receivable financing can be a good option as the company already holds the accounts receivable worth £114,182m. In this case, increasing DSO showed that this company delayed payment collection and this created receivables financing a justifiable short-term solution. Hence, factoring or discounting receivables can be beneficial for accelerating cash inflows unless elevating traditional debt. As receivable value consistently exceeds £110,000m; it offers strong collateral. This can be justifiable for upgrading liquidity along with the mitigation of inefficiencies indicated in CCC analysis.
From the consolidated balance sheet, it has been seen that the company reduced its value of total liabilities to £170,249m in 2024 while in 2022 it increased to £235,757m. This financial trend is evidence of General Electronic’s reduced leverage and strong financial stability. Furthermore, this company’s equity worth £153,105m is proof of strong investor backing. Based on this financial stability, it can be stated that the company has good creditworthiness and it holds the capacity to get long-term financing. It is also a validated fact that long-term financing from corporate bonds or long-term bank term loans can enable General Electronics to match funding maturity with long-term assets like property, plant, and equipment of £34,207m and intangible assets worth £24,038m. Hence, this approach can minimise liquidity pressure of short-term borrowings. 
Overall, the comparison between short-term and long-term financing reveals that this company should go with long-term financing as there is a scope of funding with some long-term assets. For instance, long-term bonds can decrease the dependency on volatile credit lines worth £36,960m and this can minimise some refinancing risk for supporting sustainable financial growth.
[bookmark: _jwdt45lc2uty]4. Strategic Financial Restructuring Plan 1200
[bookmark: _sg5r1zwj06rn]4.1 Options available for financial restructuring 
There are several options available for General Electronics’ financial restructuring like equity injections, factoring accounts receivables. In the context of financial restructuring of a company, an equity injection is a situation in which fresh or present investors invest new cash into a company by acquiring common or preferred shares for the purpose of offering much-needed capital (Xiong et al. 2023). This helps a company to improve liquidity, pay-off debts so that the business can be stabilised. Factoring accounts receivables, on the other hand, specified as a process of trading outstanding invoices to a third party factor at a discount in exchange for receiving instant cash. This strategy enables fast working capital unless taking traditional loans and shifts the collection to the factor (Onuoha, 2021). This strategy is highly suitable when a company aims for financial restructuring as it helps in cash flow stabilization and ease the way of addressing short term commitments when the scope of traditional financing is limited. 
As per the balance sheet, this company owns £323,354m assets and £153,105m equity which solidify it’s financial situation. Still, this company is struggling with declined cash and cash equivalents which dropped to £26,783m in 2024 and that situation shows its’ liquidity pressures. Therefore, this company can introduce £20,000m new equity shares as equity injection strategy. This new equity share value has been seen as moderate compared to paid-in capital worth £344,697m. This is the reason  why the new equity injection can help this company to enhance liquidity and there will be no such issue of diluting a huge portion of ownership (Megginson and Fotak, 2021). This new invested capital will further help General Electronics to minimise its dependence on short-term credit lines of £36,960m and sustain working capital requirements arising from a high CCC. Even so, it is a fact that EPS has a chance to minimise at a lower rate for the short term because shares outstanding is already increased; liquidity position will be better along with low interest expenses. It is also expected that equity injection can help in maximising profitability and EPS in the long-term. 
	Stage
	Equity Base (£m)
	Net Earnings (£m)
	EPS Impact

	Present (2024)
	153,105
	100%
	Base EPS

	Short Term (Post £20,000m Issue)
	173,105
	100%
	↓ ~11–13% dilution

	Future (Post-Restructuring)
	173,105
	+10–15% earnings
	EPS improves beyond base


Table 1: Probable impact on EPS due to equity injection 
(Source: Self-developed)
On the other hand, General Electronics can choose factoring accounts receivable for the financial restructuring as the balance sheet shows its high accounts receivable value of £114,182m in the last year. This particular current asset holds 47% of total current assets value (£242,494m) of the company. According to the above DSO calculation, it has been noticed that the company has an issue of delayed payment collection that increased the liquidity pressure. Hence, this company can factor 22% of accounts receivable which is approx £25,000m. If the company goes with this option there some benefits will be created like immediate cash flow unless raising the balance sheet debt value. Furthermore, the company can minimise its reliance on short-term credit lines. 
	Particulars
	Option 1: Equity Injection
	Option 2: Factoring Accounts Receivable

	Proposed invested value 
	£20,000m
	£25,000m (22% of accounts receivables)

	Balance Sheet Basis
	· Equity worth £153,105m 
· Assets worth £323,354m 
· Low cash and cash equivalents worth £26,783m
	· Accounts receivable worth £114,182m which is approx 47% of current assets

	Purpose
	· To assure long-term liquidity 
	· To improve liquidity with immediate action

	Impact on liquidity
	· Increase of cash and cash equivalents
	· Instant availability of cash inflow 

	Impact on debt
	· Minimisation of dependance on short-term credit lines
	· No change in balance-sheet debt

	Ownership  control
	· Minor dilution because of moderate equity issue
	· No ownership dilution

	Short-term EPS Impact
	· Low EPS dilution because of increased shares
	· Marginal EPS reduction for the factoring fees

	Long-term EPS Impact
	· EPS growth from lower interest cost and higher profitability
	· EPS recovery through improved cash flow 

	Strategic Suitability
	· Long-term financial stability as well as expansion
	· Short-term cash flow stabilisation

	Risk Profile
	· Low–moderate (controlled dilution)
	· Low (asset-backed, off-balance-sheet)


Table 2:  Comparisons of two recommendations 
(Source: Self-developed)
[bookmark: _f9qc42bzt9u0]4.2  Impact on shareholder value, debt structure, and operational flexibility
Shareholder value 
Shareholder value will be impacted positively in both ways either it is equity injection or receivables factoring. It has been seen that equity injection worth £20,000m can result in short-term EPS dilution still, this impact is not for long-term as the company already owns massive equity valued £153,105m and paid-in capital of £344,697m. It is the fact that issuance of equity at moderate level while a company plans for restructuring increases long-term shareholder value through the upgradation of financial resilience and deduction of distress risk (Fahdil et al. 2024). According to Barnabas and Oloyede (2024), when a company’s liquidity improves it helps in reducing interest expenses from short-term borrowings and sustaining the profit growth. On the other side, factoring receivables approach will not impact ownership model but it support for cash flows. This overall helps to boost investor confidence. 
Debt structure 
Both strategies are crucial for establishing a strong debt structure. In the context of equity injection, it will increase the business capital for the long-term and that can help in minimising the pressures of short-term credit lines. As a result of this, leverage will be improved while the risk associated with refinancing can be addressed. This fact is supported by the opinion of Serrasqueiro et al. (2025), where it has been claimed that minimisation of short-term debt dependence makes a company financially more stable. Furthemore, the strategy of factoring accounts receivable will create a scope of increasing liquidity where balance-sheet debts will be the same as earlier. This will create a scope for increasing borrowing capacity for future investments. Moreover, the decline of total liabilities in 2024 will help General Electronics in establishing a strong debt profile and a strategic financial mix. 


Operational flexibility 
Al-Shammari and Al-Yahya (2021), stated that a strong liquidity position of a company results in enhanced operational flexibility. In line with this opinion, it can be claimed that implementation of any of two approaches can help General Electronics in improving operational flexibility. For this company, equity injection can offer long-term funding for business operations which can address the issues in operations impacted through high CCC. This approach can enable on-time supplier payments, streamlined production with cash availability. Besides that, factoring receivables can help this company to access immediate cash for mitigating delays in customer payments which the DSO results shows. Overall, these two strategies can upgrade responsiveness to market changes along with reducing operational disruptions.
[bookmark: _4q35l4u0ep82]4.3 International and ethical considerations
General Electronics should have to determine some international and ethical factors before adapting equity injection and receivables factoring as financial restructuring approaches. In the context of equity financing, there will be no such matter of tax-deductible interest expenses unlike debt. Equity financing never generates any tax-deductible interest expenses so that it can maximise General Electronics’s effective tax burden across jurisdictions with diverse corporate tax regimes. In the context of  accounts receivables factoring in the global market can raise some matters like withholding tax and transfer-pricing complexities while the cross-border trades will be performed (OECD, 2022). 
Furthermore, this company has to consider current risk as one of the main concerns because new equity value and the factoring accounts receivables value may be received from foreign countries. In this case, volatility of exchange rate can highly impact the cash inflows through factored receivables and dilute the real value of injected equity. If these values are not properly hedged then it will create several complexities (Alfaro et al. 2024). Besides that, the UK's consistent inflationary pressures will be accountable for increased operating costs and this can minimise purchasing power (Commons Library, n.d). Thus, it is vital to establish efficient liquidity management for assuring real returns on equity.
Equity injection is necessary for strengthening long-term stability as it never shifts risk to suppliers or employees. On the other hand, aggressive receivables factoring can generate financial burdens on customers that can hamper long-term relationships. Overall, there should be an existence of ethical financial management for enabling transparent disclosure, fair credit practices, and corporate reputation.
[bookmark: _6s9xmrvvo1cu]5. Investment Appraisal and Capital Budgeting 
[bookmark: _ae8iqvkytbcs]5.1 Assessment of Project A, B and C using PBP, ARR, NPV, PI, and IRR
Payback period
Payback period is one of those investment appraisal techniques that help an investor or company in measuring the potential of any investment. Cotter (2023), articulated that payback period technique tells about length of time an investment or project can take to cover the initial cost funded in a project. As per the calculation, it has been seen that Project A, Project B, and Project C have payback periods of 3 years 4 months, 5 years, and 3 years 6 months accordingly. This means, if the company chooses Project A where  £40 million investment is required; total of 3 years 4 months duration will be consumed to recover this invested capital. If the company opt for Project B, a total of 5 years it will take to recover the initial investment of £30m. Furthermore, choosing project C for investment, 3 years 6 months required to retrieve the £50 million investment. Imteaz et al. (2021) mentioned that lower the payback period of an investment; the faster the recovery of the initial capital. This benefits in reduction of investment risk and upgrade liquidity position. Hence, from a comparative view on the basis of payback period, it can be illustrated that investment in project A and C is much better than B as these two two projects are able to recover the investment early. 
Accounting Rate of Return (ARR)
ARR is considered as an efficient technique of capital budgeting indicating an annual percentage based on which investor can realise the probable profitability. It is computed using average capital cost and average net income and then it is compared with the benchmark profit percentage to assess whether an investment will satisfy the needs of investors. As per the view of Usodan et al. (n.d), ARR is the assessment of an investment’s performance regarding its average accounting profits in place of cash inflow. In the context of Project A, ARR is computed at 27% which means investing in this segment has a possibility of getting approx. 27% average annual return of £40 million investment. This shows that this investment is viable as this has a scope generating higher profitability. For Project B, ARR is 20%. Hence, it can be stated that the company can get 20% average annual return from Project B for a total of £40 million investment. This results signals that funding in Project B can make moderate profitability with minimal financial stability. Furthermore, it has been noticed that the ARR of Project C is 30%. Thus, it is crystal clear to state that capitalising Project C will result in a 30% average annual return in exchange for £50 million investment. Comparatively, another fact revealed that Project C is better for investment than A and B because it can offer maximised return using investment properly. 
Net Present Value (NPV)
NPV the calculation of difference between the PV of cash inflows and the PV of cash outflows within a particular period. As stated by Chauhan and Tomar (n.d), positive NPV means an investment is able to produce more cash compared to initial investment and choosing this type of investment is always a viable choice. NPV of Project A, Project B and Project C are £1.31million, -£7.27million, and £4.20 million. Thus, it can be stated that Project C is the viable choice for investment because it has higher NPV than Project B and A. Besides, Project C should totally be ignored as it can result in loss in future. 
Profitability Index (PI)
PI is defined as a crucial tool which calculates the ratio of PV of future cash flows and initial investments for the purpose of ranking different projects or investments decisions (Sokolov, 2024). According to computation, Project A has PI of 1.03, Project has 0.76 and Project C has 1.08. Conforming this PI index, it can be stated that Project C should be on the 1st rank, then Project A and lastly Project C. Both A and C are able to generate a good return. 
Internal Rate of Return (IRR)
IRR is a valuable tool for investment appraisal inform about the anticipated annual rate of growth of an investment. “The IRR is the discount rate that makes the NPV of an investment equal to zero” (Chauhan and Tomar, n.d). When an investment’s IRR surpasses the expected rate of return, therefore, that investment is determined as acceptable. As per the calculation, IRR of Project A, B and C are 11.33%, 0% and 13%. Hence, it can be claimed that both A and C are feasible for General Electronics compared to B. Here, the negative IRR of Project B indicates that his investment has no scope to generate good return. 
[bookmark: _j9y71icgw992]5.2 Final investment recommendations 
Assuming capital rationing (maximum of £60 million), it can be stated that the company should go with Project C. Considering the results of NPV (£4.20 million), PBP (3 years 6 months), ARR (30%), IRR (13%), PI (1.08), it is confirmed that Project C can generate better return and can recover initial investment within a short-period. Hence, this project is more efficient than A and B in the context of value creation. It is further noticed that cash inflow of this project is increasing since the 1st year which confirms its financial feasibility. It has been seen that the company has negative profitability (net profit margin -6.09 in 2024) and low liquidity. Therefore, a constrained financial environment situation can be a barrier for this investment in Project C. Hence, it is recommended to emphasise on value creation, quick cash recovery, and lower risk exposure for a good cash flow prospect. Furthermore, it has been seen that this company requires a long-term return in place of short-term and the Project C investment will be suitable as it can address the shortage of cash and cash equivalents. 
[bookmark: _wn1kc25s5e8h]6. Conclusion 
Conclusively, it can be reported that General Electronics has some financial issues like negative profit margin, decreasing liquidity, and higher dependence on debt which should be addressed through financial restructuring approaches. These overall create a financial threat for the long-term run. Hence, this company should make a choice of long-term investments like equity injection, factoring receivables and the investment on Project C will also create some scope of managing cash and cash equivalents accordingly. 
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