[image: A close-up of a sign

AI-generated content may be incorrect.]


 
Course Title: MBA - International Business
Term 1



Student Name: Vishal Bhalala
Student ID: 2509170



Module Name: Financial Management
Module Code: LCMB7002



Lecturer’s Name: MD Kalam (London)
Word Count: 5578/5000

A Case Study of Financial Performance Analysis and Strategic Turnaround Planning General Electronics.


Executive summary
General Electronics is a company that is deep in financial crisis requiring immediate strategic intervention. The report contains a financial analysis and turnaround proposal of the sick consumer electronics company that is currently failing terribly in the years 2020 to 2024. Financial health analysis shows that the company has suffered disastrous profitability, as net profit margin has gone down to negative six percent and return on equity has reduced to negative sixteen percent. The Altman Z-Score of 2.82 puts the company in the grey category that shows moderate bankruptcy risks. Liquidity analysis reveals risky cash flow depreciation between fifty seven million and twenty-seven million pounds as a result of sufficient current ratios.
The working capital management has been proven to be extremely inefficient with the cash operating cycle stretching to a hundred and forty days. The days’ outstanding sales alarmingly soared to one hundred five days. Suggestions involve, the adoption of just-in-time inventory schemes, vigorous collection practices as well as shifting short term credit facilities to long term financing which offers much needed stability.
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General Electronics is a large company in the consumer electronics business operating worldwide with a devastating financial position in the last 5 years. The company has experienced decreasing revenues between 2020 and 2024 in the form of lowering revenues between 614.68 and 394.88 million and operating losses of huge proportions and an offsetting net income in the past years. This is a critical financial position that requires urgent strategic action to regain profitability and be sustained in the long run (Rahman et al., 2014).
In this report, it is assumed that the Chief Financial Officer has the responsibility of carrying out an extensive financial analysis and creating a realistic turnaround plan. The paper formally analyzes the financial position of General Electronics using ratio analysis and predictive failure, evaluates the effectiveness of working capital management, suggests strategic option for restructuring, and evaluates possible investment opportunities given capital limitations (Rahman et al., 2014). The analysis prepares five years of financial statements (2020-2024) to find fundamental issues and propose evidence-based solutions, which are financially viable, operationally viable, and ethically accountable. The goal is to offer the Board with practical information to turn around the downward trend in the company (Rahman et al., 2014).
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Table 1: Profitability Ratios (2020-2024)
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General Electronics shows disastrous performance in terms of profitability. The gross profit margin fluctuated only around twenty-eight percent with the only exception of a drop to twenty-three percent in 2023, which means the company is using a reasonable level of production efficiency despite pressure on revenue (Li, 2023). The operating profit margin has deteriorated, going down to negative twenty percent in 2023 after operating profit margin recorded positive six percent in 2020 and then marginally recovered to negative four percent in 2024 showing excessive operating expenses. The net profit margin is alarming as it recorded positive six percent to negative twenty-three percent. Return on Equity fell down to twelve percent to negative fifty five percent showing an extreme destruction of shareholder value, which needs to be intervened (Laghari and Ahmed, 2023).
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Table 2: Liquidity Ratios (2020-2024)
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There is a progressive decline in liquidity despite the current ratios being at satisfactory levels of above 1.5. Quick ratios have been staying at above one in the past years, and it is an indication that there was sufficient short-term solvency without the need to liquidate inventory (Laghari and Ahmed, 2023). But cash ratio decreased terrifyingly between 0.32 and 0.17, as cash is depleting at fifty-seven million to twenty seven million pounds. The huge cash reduction and dependence on lines of credit that are rising to twenty million to thirty-seven million pounds denote that liquidity is under severe strain that can jeopardize the operation continuity and strategic maneuverability (Li, 2023).
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Table 3: Efficiency Ratios (2020-2024)
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Efficiency indicator depicts declining operation efficacy. The inventory turnover dropped to 3.35 times (as compared to 3.90) which means that the inventory movement was slower even though inventory management has been improved compared to the crisis of 2023. The turnover of the receivables went down significantly with 5.08 to 3.48 times as it shows that our ability to collect is weakening and the days sales outstanding went up by seventy-two days to one hundred and five days. Asset turnover was reasonably constant at 1.16 with good use of the assets despite the falling revenues. The long working capital cycle also has a great limitation on generating cash (Laghari and Ahmed, 2023).
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Table 4: Gearing Ratios (2020-2024)
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The level of leverage represented by gearing ratios is moderate with alarming debt serviceability. Furthermore, debt-to-equity ratio rose to thirty-three per cent in 2022 and then dropped to twenty-four per cent, as it shows a greater dependency on the short-term credit facilities (Garg and Singh, 2024). The interest coverage crashed miserably at twenty-six times to negative levels as an indication of inability to cover the operation of debt. The negative interest coverage means that operating losses will not be able to meet interest payments, and it will have to turn to asset disposal or further borrowing, putting it in dangerous financial positions that would jeopardize its solvency (Li, 2023).
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Table 5: Investment Ratio
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Investments ratios evaluate the capabilities of the company in utilizing efficiently the assets to generate returns. The most essential ones are Return on Assets (ROA) ratio that is a ratio of profitability to total assets, Return on Equity (ROE) which is a ratio of returns to shareholders and Return on capital Employed (ROCE) is a ratio of efficiency in operations. These ratios help the stakeholders to discover whether the management is putting capital and creating value in an effective way. The high ratios are mostly a sign of improved performance and competitiveness.
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Table 6: Cash Flow Ratios
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The cash flow ratios are the ratios which define the ability of the firm to generate a cash and meet the fiscal obligations. The Operating Cash Flow Ratio shows the capability of covering the current liabilities where it worsened to 0.094 (2024) compared to a previous ratio of 0.409 (2020) which indicates low liquidity in short term. Compared to the negative performance of 2022, free Cash flow went in a great stride of achieving full improvements of 2024 to £6.394m. The Cash Flow Margin reduced to 3.75 compared to 11.94 which is a sign that there was poor efficiency in terms of cash generation using sales. Cash Return on Assets fell to 4.58 and 4.58 14.38 per cent showing a declining productivity of the assets. Capital Expenditure Ratio was at 0.57 (2024) which revealed that there was a rise in reinvestment.
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Table 5: Altman Z-Score Components (2024)
	Component
	Calculation
	Value

	X1: Working Capital / Total Assets
	84,203 / 323,354
	0.260

	X2: Retained Earnings / Total Assets
	208,431 / 323,354
	0.645

	X3: EBIT / Total Assets
	-15,297 / 323,354
	-0.047

	X4: Market Value Equity / Total Liabilities
	153,105 / 170,249
	0.899

	X5: Sales / Total Assets
	394,879 / 323,354
	1.221


Z-Score Formula: Z = 1.2X1 + 1.4X2 + 3.3X3 + 0.6X4 + 1.0X5 Z = 1.2(0.260) + 1.4(0.645) + 3.3(-0.047) + 0.6(0.899) + 1.0(1.221) Z = 0.312 + 0.903 - 0.155 + 0.539 + 1.221 = 2.820
Interpretation: The Z-Score of 2.820 places General Electronics in the grey area (1.81-2.99), which is a moderate financial distress risk. The company shows weakness in that it is on the verge of imminent bankruptcy at the 1.81 level but there is room to take corrective action before it sinks into the high-risk group (Garg and Singh, 2024).
Financial Ratio Analysis: Trends, Strengths and Threats
Identified Trends
General Electronics depicts an alarming fading trend on all financial dimensions in the periods of 2020 and 2024. The net profit margin evolved to negative twenty-three percent and the net profitability ratio evolved to negative fifty five percent which deteriorated the profitability ratios. The efficiencies ratios demonstrate the lowering of operational efficiency since we have observed that the receivables turnover dropped to 3.48 times compared with the last fifty eight times and a huge rise in the days sales outstanding to seventy two days to hundred and five days. The gearing ratios situation was equally awful, the debt-to-equity ratio had risen to thirty three percent, then it leveled at twenty four percent, and interest coverage suffered a disaster by decreasing to twenty six times to negative values.
Key Strengths
Nonetheless, financial crisis notwithstanding, the General Electronics has certain areas of operation strength. The gross profit margin has been steady between twenty eight and twenty one percent that is an indicator that there is reasonable production efficiency. The current, quick ratios are continuously maintaining to be above 1.53 and 1.05 respectively, implying that liquidity buffers in the short-term are enough. Asset turnover is stabilized at 1.16 times and it shows that the assets are efficiently utilized. The average debt equity ratio stands at twenty four percent which can be extended to other sources of financing meaning that the basic operating ability is not lost that can be achieved back.
Critical Threats
A threat is serious to the existence of the company and an urgent action must be taken. Altman Z-score of 2.82 has presented moderate leadership bankruptcy risk in the grey zone. Such cash liquidity is dangerous and results in hazardous liquidity situation. Our constrained Debt Service covers demonstrate that we are unable to pay back the debt out of operations. Extreme reliance on credit lines of thirty seven million pounds, but with a prolonged operating cycle of a hundred and fourteen days and with a large working capital in place puts the company at a risk of refinancing risk. Sustained operating losses amounting to around one hundred and twenty two million pounds is what has led to the loss of shareholder equity and creditor confidence.
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Table 6: Cash Operating Cycle Components (2020-2024)
	Component
	2024
	2023
	2022
	2021
	2020

	Days Inventory Outstanding (days)
	103
	100
	131
	114
	100

	Days Sales Outstanding (days)
	105
	98
	76
	78
	77

	Days Payables Outstanding (days)
	94
	64
	67
	79
	69

	Cash Operating Cycle (days)
	114
	134
	140
	113
	108


Formulas and Calculations:
Days Inventory Outstanding = (Average Inventory / Cost of Sales) × 365
2024: [(79,355 + 88,273) / 2] / 280,885 × 365 = 103 days
2023: [(88,273 + 140,181) / 2] / 322,897 × 365 = 100 days
2022: [(140,181 + 134,469) / 2] / 390,459 × 365 = 131 days
2021: [(134,469 + 120,430) / 2] / 428,586 × 365 = 114 days
2020: [(120,430 + 109,183) / 2] / 438,424 × 365 = 100 days
Days Sales Outstanding = (Average Receivables / Net Sales) × 365
2024: [(114,182 + 112,596) / 2] / 394,879 × 365 = 105 days
2023: [(112,596 + 112,346) / 2] / 420,457 × 365 = 98 days
2022: [(112,346 + 129,215) / 2] / 542,751 × 365 = 76 days
2021: [(129,215 + 129,433) / 2] / 601,602 × 365 = 78 days
2020: [(129,433 + 113,000) / 2] / 614,680 × 365 = 77 days
Days Payables Outstanding = (Average Accounts Payable / Cost of Sales) × 365
2024: [(72,031 + 57,033) / 2] / 280,885 × 365 = 94 days
2023: [(57,033 + 71,373) / 2] / 322,897 × 365 = 64 days
2022: [(71,373 + 92,707) / 2] / 390,459 × 365 = 67 days
2021: [(92,707 + 83,229) / 2] / 428,586 × 365 = 79 days
2020: [(83,229 + 78,500) / 2] / 438,424 × 365 = 69 days
Cash Operating Cycle = DIO + DSO - DPO
2024: 103 + 105 - 94 = 114 days
2023: 100 + 98 - 64 = 134 days
2022: 131 + 76 - 67 = 140 days
General Electronics has poor working capital management, showing long cash conversion cycle. In the 2024 operating cycle of one hundred and fourteen days, the figure is better than the high of 2022, although it is still high because of 2020 which had a higher figure of one hundred and eight days (Kiymaz, Haque and Choudhury, 2024). The inventory outstanding varied greatly with a high point of one hundred and thirty-one days in 2022. The days sales outstanding have risen in alarming rates and worsen the efficiency of collecting the bills up to cases of seventy-seven days to one hundred and five days. The long payment terms with suppliers offered a short-term relief, and the number of days payables outstanding growth rose to sixty-nine then up to ninety-four days, but the strategy can harm the relationship with suppliers and credit score (Mengstie, Mosisa and Mosisa, 2024).
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Inventory Management Optimization
General Electronics ought to adopt just-in-time inventory that would trim back maintenance expenses and obsolescence hazards. The existing stock quantities of seventy-nine million pounds reflect a lot of lock up capital (Mengstie, Mosisa and Mosisa, 2024). It would free up about fourteen million pounds cash to reduce days inventory outstanding of one hundred three to eighty-five days. The improved demand forecasting mechanisms and supplier cooperation contracts would ensure that there are no surpluses, and the service is maintained. Moreover, cash generation would be quickened by selling the slow and outdated stock by using discounting measures (Kiymaz, Haque and Choudhury, 2024).
Receivables Management Enhancement
The application of aggressive collection approaches is important with worsening days sales outstanding. The first would be to introduce two percent early payment discounts to those who make their payments within fifteen days to encourage people to make the payments earlier. A decrease in days sales outstanding of one hundred and five to eighty days would free twenty-seven million pounds of the working capital. Tighter credit screening measures, automatic collection reminders and credit insurance policies would reduce the bad debt coverage and increase cash flow significantly (Kiymaz, Haque and Choudhury, 2024).
Payables Management Optimization
Although increasing the pay is a temporary solution, having good relationships with suppliers is still essential. To negotiate the favorable terms of payment that would not harm creditworthiness, it is necessary to engage in partnership with suppliers. General Electronics need to use volume orders to benefit from the long-term agreements and be able to make timely payments to the key suppliers. Optimal payables management includes a balance between cash conservation and supply chain stability with ninety days of the payable outstanding without surpassing supplier tolerance levels (Mengstie, Mosisa and Mosisa, 2024).
2.3 Financing Options Comparison
Short-Term Financing Analysis
The existing dependence on the lines of credit amounting to thirty-seven million pounds offers flexibility but results in refinancing risks. Short-term facilities are less expensive in terms of interest rates (4-6 percent) and operational flexibility (Mansoori and Muhammad, 2012). Reliance on the credit lines in case of losses however puts General Electronics at the mercy of lenders and the possibility of facility withdrawal. Short-term debt is especially risky for the company because of its negative operating income since failure to generate adequate cash flows may cause liquidity crises that may need emergency refinancing on undesirable terms (Akbar et al., 2021).
Long-Term Financing Recommendation
With ongoing losses and working capital strain, General Electronics ought to endeavor to engage in long term funding either by way of term loans or equity supply. Long-term debt is stable and has fixed payments and interests at six to eight percent, hence there is no refinancing risk. On other hand, equity finance using rights issues or strategic investors would help to reinforce the balance sheet without any added debt liability (Mansoori and Muhammad, 2012). Although there is the issue of dilution, equity injections offer permanent capital to restructuring efforts without the pressure to repay within a short period. Long-term financing is more consistent with the turnaround timelines, as it allows breathing space to make operational improvements and regain profitability, without having to incur big repayment obligations (Akbar et al., 2021).
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Asset Divestiture Strategy
General Electronics ought to consider selling off non-core and non-performative areas of business as an effective way of raising liquidity in the short term and, a means of concentrating the operational activity. Property, plant, and equipment analysis deteriorated to thirty-four million pounds as compared to the eighty-seven million pounds which indicated that it continued to dispose of its assets. The strategic divestiture of product lines and geographical operations with negative contribution margins should be accelerated, freeing capital to be applied in debt reduction and investment in core business (Akbar et al., 2022). Target divestiture value of twenty to thirty million pounds would make the liquidity position very strong. The proceeds allocation should be to eliminate lines of credit of thirty-seven million to twenty million pounds to save the company approximately one million pounds in the interest expense at the current rate, and to leave fifteen million pounds to working capital improvement (Umar, 2023).
Equity Injection through Rights Issue
Equity injection is a vital form of recapitalization need since the company has continued to incur losses of over one hundred and twenty-two million pounds within the last two years (Umar, 2023). Having a rights issue of fifty or seventy million pounds would enhance the equity of shareholders to significant levels of over two hundred million pounds compared to one hundred and fifty-three million pounds. Such an injection would enhance the debt-to-equity ratio of twenty-four percent to less than fifteen percent, which would put the company back on its feet and bargaining power with suppliers and creditors (Akbar et al., 2022).
Impact Calculation
Current Shareholders' Equity: £153,105m
Proposed Rights Issue: £60,000m
Post-Issue Equity: £213,105m
New Debt-to-Equity Ratio: (36,960 / 213,105) × 100 = 17.35%
The effect on the current shareholders would be to dilute them would be great and there might be the possible dilution of ownership of the current shareholders by a percentage of twenty-five to thirty percent basing on the subscription price in comparison to the book value. Nevertheless, it is more valuable over the long-term not to be bankrupt than to continue to have unsustainable capital structure (Umar, 2023).
Strategic Merger or Acquisition
Merging with complementing consumer electronics companies or acquiring by bigger conglomerates is an alternative that provides operational synergies and financial security. Some of the benefits that may come as a result of synergy are; consolidated manufacturing cuts down costs by fifteen to twenty percent, joint distribution channels, joint research and development efforts and better market placement (Umar, 2023). There are issues of merger valuation in the face of negative profitability, probably leading to poor exchange rates among the current shareholders. Nevertheless, merger offers access to better balance sheets, management experience, and market access that is vital to survive. Target partners ought to show complementary product lines, geographical location in emerging markets, and robust financial capabilities to do turnaround investment (Akbar et al., 2022).
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Shareholder Value Implications
The retained earnings of three hundred thirty-one million to two hundred eight million pounds are being wiped out by the severe erosion of its value by current shareholders, who are making cumulative losses of one hundred and twenty-two million pounds. Rights issue dilution is bitter yet essential treatment averting complete value destruction by bankruptcy (Koh et al., 2015). Under the assumption of rights issue with discount to book value being thirty percent, and the rate of subscription being fifty percent, the existing shareholders holding their position would be dilute proportionate ownership, and non-participating shareholders would be diluted by fifty percent of ownership (Solano, Abebe and Acharya, 2024).
Debt Structure Optimization
Existing debt profile is over dependent on short term lines of credit that causes refinancing weakness. Restructuring ought to convert thirty seven million pounds short term facilities into long term debt and equity. Proposed structure will consist of twenty million pounds 5 year term loan at a fixed interest rate of seven percent, which will cut down the annual interest payable on current variable rates, and equity injection will cut out the current seventeen million pounds credit dependency (Solano, Abebe and Acharya, 2024).
Interest Savings Calculation:
Current Interest Expense (2024): £3,361m
Proposed Term Loan Interest (£20m × 7%): £1,400m
Annual Interest Savings: £1,961m
Improved debt structure enhances credit ratings, reduces covenant breach risks, and provides operational stability during turnaround implementation.
Operational Flexibility Enhancement
Restructuring would give them much needed operational flexibility that is now limited by liquidity strains. Less debt servicing means that cash is free to invest in key areas of product development, expansion in the market, and other operational advancements. Increased equity base can instill confidence among suppliers that can allow procurement terms to be favourable and credit periods could be increased (Koh et al., 2015). Strategic divestiture allows the management to concentrate on the core competencies that are profitable as opposed to dividing resources in a weak division. Improved operational flexibility means quick reaction to opportunities in the market and threats in the market without financing limitation always limiting the effectiveness of decision-making (Solano, Abebe and Acharya, 2024).
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Taxation Strategy
International business will need a restructuring that is tax efficient in terms of the difference in corporate tax rates between jurisdictions. The nature of the transfer pricing between subsidiaries have to be in line with the principles of arm length whilst ensuring that the group tax liability is minimized. The divestiture transactions need to be structured in such a way that the assets sales are minimized with respect to capital gains taxation by making use of available reliefs and exemptions. Rights issue ought to consider withholding tax that pertains to overseas stockholders and domicile location optimization. Employing carried-forward tax losses of recent operating losses amounting to one hundred and twenty-one million pounds will give tax shields in future when profitability rebounds and may save twenty-five or thirty million pounds taxation over five years at twenty five percent effective tax rate (Koh et al., 2015).
Currency Risk Management
The multinational geographies in which it operates make General Electronics vulnerable to foreign exchange volatility that is reflected in its negative two million six hundred thousand pounds currency impact in 2024 cash flow statement. Restructuring ought to come up with all-inclusive hedging mechanisms that involve forward contracts, currency swaps and natural hedges that are proportional to revenues and costs in the currencies (Sudarsanam and Lai, 2001). The centralization of treasury that brings foreign currency exposures together facilitates effective hedging of lower transaction costs (Sudarsanam and Lai, 2001).
Inflation Impact Assessment
The global inflation pressures impact the restructuring economics in terms of higher costs of restructuring, valuation of assets, and costs of financing. Divestiture valuations must use inflation discounted cash-flow models that will guarantee sufficient sale proceeds. The timing of the injection of equity should consider inflationary effects on share value and the appeal of subscriptions. Long-term debt financing is a locking of favorable interest rates before the possibility of tightening of the monetary system, but inflation raises the nominal debt servicing costs that havemustcarefully considered through cash flow forecasts with inflation possibilities (Sudarsanam and Lai, 2001).
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Stakeholder Impact Management
Redesign choices should consider the interests of the shareholders as well as the larger stakeholder concerns. Divestiture also affects employees in the business units that are being disposed of by the firm where there is need to engage them in the ethical process of redundancy, proper compensation package and retraining. The relationship between suppliers must be characterized by clear communication of the restructuring plans that do not create distrust and ensure further supply plans. The interests of customers require that they should be served in transition of restructuring processes that guarantee continuity of product warranty and support services (DesJardine, Zhang and Shi, 2022).
Governance and Transparency
Restructuring ethically involves effective communication with stakeholders that justifies why it is done and how that is done and results to be expected. The board should provide an independent check on restructuring decisions that entails entrenchment of the management at a cost to the shareholders (DesJardine, Zhang and Shi, 2022). Documentation of rights issues necessitates full financial disclosure to make informed investment decisions. The merger negotiations should be conducted confidentially and should present sufficient information that is acceptable by the shareholders. Merger selection on environmental, social and governance should put into consideration sustainable businesses and ethical supply chains that favor the current stakeholder expectation and long-term value creation philosophy (DesJardine, Zhang and Shi, 2022).
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Initial Investment: £40 million
Cash Inflows: Year 1: £10m, Year 2: £12m, Year 3: £14m, Year 4: £10m, Year 5: £8m
Payback Period
Cumulative Cash Flow:
Year 1: £10m
Year 2: £10m + £12m = £22m
Year 3: £22m + £14m = £36m
Year 4: £36m + £10m = £46m
Payback Period = 3 + (£40m - £36m) / £10m = 3 + 0.4 = 3.4 years
Accounting Rate of Return
Annual Depreciation = £40m / 5 = £8m per year
Average Annual Profit = [(£10m - £8m) + (£12m - £8m) + (£14m - £8m) + (£10m - £8m) + (£8m - £8m)] / 5 = (£2m + £4m + £6m + £2m + £0m) / 5 = £14m / 5 = £2.8m
ARR = (Average Annual Profit / Initial Investment) × 100 ARR = (£2.8m / £40m) × 100 = 7.0%
Net Present Value
Discount Factor at 10%: Year 1: 0.909, Year 2: 0.826, Year 3: 0.751, Year 4: 0.683, Year 5: 0.621
Present Values:
Year 1: £10m × 0.909 = £9.09m
Year 2: £12m × 0.826 = £9.91m
Year 3: £14m × 0.751 = £10.51m
Year 4: £10m × 0.683 = £6.83m
Year 5: £8m × 0.621 = £4.97m
Total PV = £41.31m
NPV = £41.31m - £40m = £1.31m
Profitability Index
PI = Total PV of Cash Inflows / Initial Investment PI = £41.31m / £40m = 1.033
Internal Rate of Return
Using interpolation between 10% (NPV = £1.31m) and 12%:
At 12%: Discount factors: 0.893, 0.797, 0.712, 0.636, 0.567 PV = (£10m × 0.893) + (£12m × 0.797) + (£14m × 0.712) + (£10m × 0.636) + (£8m × 0.567) PV = £8.93m + £9.56m + £9.97m + £6.36m + £4.54m = £39.36m NPV at 12% = £39.36m - £40m = -£0.64m
IRR = 10% + [(£1.31m / (£1.31m + £0.64m)) × 2%] IRR = 10% + 1.34% = 11.34%
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Initial Investment: £30 million
Cash Inflows: £6 million annually for 5 years
Payback Period
Annual Cash Flow = £6m Payback Period = £30m / £6m = 5.0 years
Accounting Rate of Return
Annual Depreciation = £30m / 5 = £6m per year Average Annual Profit = £6m - £6m = £0m
ARR = (£0m / £30m) × 100 = 0%
Net Present Value
Annuity Factor at 10% for 5 years = 3.791
NPV = (£6m × 3.791) - £30m NPV = £22.75m - £30m = -£7.25m
Profitability Index
PI = £22.75m / £30m = 0.758
Internal Rate of Return
At breakeven NPV = 0: Initial Investment = PV of Cash Inflows £30m = £6m × Annuity Factor Annuity Factor = 5.0
From annuity tables, factor of 5.0 for 5 years corresponds to approximately 0% discount rate. IRR = 0%
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Initial Investment: £50 million
Cash Inflows: Year 1: £5m, Year 2: £10m, Year 3: £20m, Year 4: £25m, Year 5: £15m
Payback Period
Cumulative Cash Flow:
Year 1: £5m
Year 2: £5m + £10m = £15m
Year 3: £15m + £20m = £35m
Year 4: £35m + £25m = £60m
Payback Period = 3 + (£50m - £35m) / £25m = 3 + 0.6 = 3.6 years
Accounting Rate of Return
Annual Depreciation = £50m / 5 = £10m per year
Average Annual Profit = [(£5m - £10m) + (£10m - £10m) + (£20m - £10m) + (£25m - £10m) + (£15m - £10m)] / 5 = (-£5m + £0m + £10m + £15m + £5m) / 5 = £25m / 5 = £5m
ARR = (£5m / £50m) × 100 = 10.0%
Net Present Value
Present Values at 10%:
Year 1: £5m × 0.909 = £4.55m
Year 2: £10m × 0.826 = £8.26m
Year 3: £20m × 0.751 = £15.02m
Year 4: £25m × 0.683 = £17.08m
Year 5: £15m × 0.621 = £9.32m
Total PV = £54.23m
NPV = £54.23m - £50m = £4.23m
Profitability Index
PI = £54.23m / £50m = 1.085
Internal Rate of Return
At 12%: PV = (£5m × 0.893) + (£10m × 0.797) + (£20m × 0.712) + (£25m × 0.636) + (£15m × 0.567) PV = £4.47m + £7.97m + £14.24m + £15.90m + £8.51m = £51.09m NPV at 12% = £51.09m - £50m = £1.09m
At 14%: Discount factors: 0.877, 0.769, 0.675, 0.592, 0.519 PV = (£5m × 0.877) + (£10m × 0.769) + (£20m × 0.675) + (£25m × 0.592) + (£15m × 0.519) PV = £4.39m + £7.69m + £13.50m + £14.80m + £7.79m = £48.17m NPV at 14% = £48.17m - £50m = -£1.83m
IRR = 12% + [(£1.09m / (£1.09m + £1.83m)) × 2%] IRR = 12% + 0.75% = 12.75%
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Table 7: Investment Appraisal Summary
	Metric
	Project A
	Project B
	Project C

	Initial Investment
	£40m
	£30m
	£50m

	Payback Period
	3.4 years
	5.0 years
	3.6 years

	ARR
	7.0%
	0%
	10.0%

	NPV
	£1.31m
	-£7.25m
	£4.23m

	PI
	1.033
	0.758
	1.085

	IRR
	11.34%
	0%
	12.75%


Project B has totally unacceptable returns as zero accounting rate of return, negative net present value and payback beyond the project life in itself which fails the project instantly. Both project A and C give positive returns that are above the ten percent cost of capital mark. Project C is better than Project A in all its crucial metrics. The net present value of four points two three million pounds is far more than the one point three one million pounds in Project A, which is three times higher value creation. The index of profitability of one point zero eight five shows a better return per pound invested (Dai et al., 2022).
[bookmark: _Toc216368712]4.5 Investment Recommendation under Capital Rationing
Since the capital constraint is sixty million pounds, and the individual requirements of the projects are seventy or ninety million pounds (or eighteen million pounds) and sixty million pounds, there are a number of different combinations: Projects A and B (60m - exceed budget), Projects A and C (90m - exceed budget), Projects B and C (80m - exceed budget) or Projects A, or Projects C (Dai et al., 2022).
Recommendation: Invest in Project C only (£50 million)
Financial Performance Justification
The dire liquidity situation facing General Electronics whereby its cash has dropped to twenty-seven million pounds, and its operating income has gone negatively at fifteen million pounds requires projects to yield the best returns with reasonable risk profiles (Sinaga et al., 2023). The best net present value of four points, two three million pounds offered by project C, will maximize value in the project, which is indispensable in restoring confidence to the shareholders. The ten percent accounting rate of return is greater than current negative returned on assets of negative seven-point four three percent which is added to the profitability recovery (Dai et al., 2022).
Existing poor profitability necessitates rigorous capital expenditure focusing on best-paying projects (Alkaraan and Northcott, 2006).  The twelve-point seven five percent internal rate of return of project C offers two-point seven five percent margin over the cost of capital, which offers risk buffer in case of poor performance. Using the rest of the ten million pounds of a sixty million budget on working-capital improvements will solve the life-threatening situation of critical cash conversion cycle stretching one hundred and fourteen days and will have more immediate usefulness than marginal Project A (Sinaga et al., 2023).
Risk Characteristics Assessment
Cash flow volatility analysis shows that Project C has a backloaded cash flow pattern whereby the biggest inflows were recorded between the third and fifth years, amounting to sixty million pounds. Although it will cause initial cash strain, this trend is in line with turnaround timeline that needs three years operational restructuring before it can expect high returns. Project A is more stable with less cash flows that do not create enough value to warrant investment in the face of capital scarcity. The cash flows of project c are high in the later part of the year making the project less risky about reinvestment because the inflows in the fourth and the fifth year would accelerate to allow the project to reduce debt and strengthen working capital (Sinaga et al., 2023). The three point six-year payback is a little higher than the three point four-year payback of project A, but this is acceptable considering the greatly higher returns on long term basis. The project risk is also manageable with positive net present value that offers buffers against average underperformance situations. The single project investment concentration risk is addressed by keeping ten million pounds capital reserves as operational contingency funds and working capital which will keep the business flexible in volatile situations during the turnaround period (Alkaraan and Northcott, 2006).
[bookmark: _Toc216368713]Conclusion 
General Electronics is in acute financial distress that would need urgent comprehensive intervention. Financial health analysis indicates disastrous results of profitability with decreasing net profit margin of six percent to negative six percent, negative fourteen percent ratio of return on equity and Altman Z-score of 2.82 that indicates moderate risk of bankruptcy. Though the current ratio is satisfactory and stands at 1.53, high levels of cash depletion between fifty-seven million and twenty-seven million pounds pose a threat to the continuity of operations.
There is a high level of inefficiency in managing the working capital with cash operating cycle stretching up to a hundred and fourteen days. DSOs went up to alarming levels of one hundred and five days and limited liquidity. It would be possible to free up about forty million pounds of working capital through implementation of a physical inventory reduction, improved collection procedures, and improved payables management.
Strategic restructuring with asset divestiture to drive thirty million pounds, equity injection to enhance sixty million pounds with stronger capital base, and potential strategic mergers provides good turn around road. These programs enhance debt to equity ratio to seventeen percent and operational flexibility. Project C should be the only one that is recommended by the investment appraisal which has the best net present value of four million pounds and internal rate of twelve-point seventy-five percent. 
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Figure: Profitability Ratio
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Figure: Liquidity Ratio
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Figure: Efficiency Ratio
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Figure: Gearing Ratio
[image: ]
Figure: Investment Ratio
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Figure: Cash Flow Ratio
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Ratio 2024 2023 2022 2021 2020

Current Ratio 1.53 1.61 1.56 1.56 1.82

Quick Ratio 1.03 1.06 0.91 0.93 1.15

Cash Ratio 0.17 0.27 0.31 0.28 0.32
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Ratio 2024 2023 2022 2021 2020

Inventory Turnover (times) 3.35 3.4 2.84 3.37 3.9

Receivables Turnover (times) 3.48 3.74 4.49 4.64 5.08

Asset Turnover (times) 1.16 0.98 1.06 1.18 1.2
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Ratio 2024 2023 2022 2021 2020

Debt-to-Equity (%) 24.15 30.74 32.79 20.3 6.38

Debt-to-Assets (%) 11.43 15.45 17.45 10.97 3.92

Interest Coverage (times) -4.55 -19.69 6.61 41.08 26.21
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Ratio Formula 2024 2023 2022 2021 2020

Earnings Per Share (EPS) - Basic Net Income / Weighted Average Shares Outstanding -£1.85 -£7.64 £0.03 £0.39 £2.78

Earnings Per Share (EPS) - Diluted Net Income / Diluted Shares Outstanding -£1.85 -£7.64 £0.03 £0.39 £2.72

Price Earnings Ratio (P/E) Market Price per Share / EPS N/A N/A N/A N/A N/A

Dividend Per Share (DPS) Total Dividends / Shares Outstanding £0.00 £0.00 £0.00 £0.00 £0.00

Dividend Payout Ratio Dividends Paid / Net Income × 100 N/A N/A N/A N/A N/A

Dividend Yield DPS / Market Price per Share × 100 N/A N/A N/A N/A N/A
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Ratio Formula 2024 2023 2022 2021 2020

Operating Cash Flow Ratio Operating Cash Flow / Current Liabilities 0.094 0.156 0.05 0.186 0.409

Free Cash Flow (£m) Operating Cash Flow - Capital Expenditures 6,394 11,313 -9,659 20,242 50,158

Cash Flow Margin (%) Operating Cash Flow / Net Sales × 100 3.75% 5.99% 2.01% 6.70% 11.94%

Cash Return on Assets (%) Operating Cash Flow / Total Assets × 100 4.58% 7.08% 2.17% 7.89% 14.38%

Capital Expenditure Ratio Capital Expenditure / Operating Cash Flow 0.57 0.55 1.88 0.42 0.32

Cash Flow Adequacy Ratio Operating Cash Flow / (Capex + Debt Repayment) 0.12 0.21 -0.09 0.45 0.53
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A B c D E 3
Ratios (2020-2024)
2024 2023 2022 2021 2020
(%) 2887 232 2806 2876 2867
Operating Profit Margin (%) 387 2029 268 387 606
Net Profit Margin (%) 608 2336 007 088 6.28
Return on Assets (%) 743 278 0.08 104 756
Return on Equity (%) 157 549 015 192 1231
Formulas and Calculations:

(Gross Profit Margin = (Gross Profit/ Net Sales) » 100
12024: (113,994 / 394,879) * 100 = 28.87%

12023: (97,560 /420,457) * 100 = 23.20%

12022: (152,202 / 542,751) * 100 = 28.06%

12021: (173,016 / 601,602) * 10
12020: (176,256 / 614,680) * 10
Net Profit Margin = (Net Income / Net Sales) x 100

12024: (-24,029/394,879) * 100 = -6.08%

12023: (-98,238 /420,457) » 100 = -23.36%

12022: (407 /542,751) * 100 = 0.07%

2021: (5,301/601,602) * 100 = 0.88%

12020: (38,572 /614,680) * 100 = 6.28%

Return on Equity = (Net Income / Shareholders' Equity) * 100
12024: (-24,029 /153,105) » 100 = -15.70%

2023: (-98,238 / 178,920) * 101
12022: (407 / 268,406) * 10¢
2021: (5,301/275,949) 10
12020: (38,572 /313,301) * 100 = 12.31%
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Table 2: Liquidity Ratios (2020-2024)

Ratio 2024 2023 2022 2021 2020

Current Ratio 1.53 1.61 1.56 1.56 1.82

Quick Ratio 1.03 1.06 0.91 0.93 1.15

Cash Ratio 0.17 0.27 0.31 0.28 0.32

Formulas and Calculations

Current Ratio = Current Assets / Current Liabilities

2024: 242,494 / 158,291 = 1.53

2023: 258,851 / 161,148 = 1.61

2022: 338,040 / 216,473 = 1.56

2021: 337,146 / 216,787 = 1.56

2020: 326,843 / 179,510 = 1.82

Quick Ratio = (Current Assets - Inventories) / Current Liabilities

2024: (242,494 - 79,355) / 158,291 = 1.03

2023: (258,851 - 88,273) / 161,148 = 1.06

2022: (338,040 - 140,181) / 216,473 = 0.91

2021: (337,146 - 134,469) / 216,787 = 0.93

2020: (326,843 - 120,430) / 179,510 = 1.15

Cash Ratio = Cash and Cash Equivalents / Current Liabilities

2024: 26,783 / 158,291 = 0.17

2023: 42,751 / 161,148 = 0.27

2022: 66,740 / 216,473 = 0.31

2021: 60,813 / 216,787 = 0.28

2020: 57,153 / 179,510 = 0.32
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Table 3: Efficiency Ratios (2020-2024)

Ratio 2024 2023 2022 2021 2020

Inventory Turnover (times) 3.35 3.4 2.84 3.37 3.9

Receivables Turnover (times) 3.48 3.74 4.49 4.64 5.08

Asset Turnover (times) 1.16 0.98 1.06 1.18 1.2

Formulas and Calculations:

Inventory Turnover = Cost of Sales / Average Inventory

2024: 280,885 / [(79,355 + 88,273) / 2] = 3.35

2023: 322,897 / [(88,273 + 140,181) / 2] = 2.83

2022: 390,459 / [(140,181 + 134,469) / 2] = 2.84

2021: 428,586 / [(134,469 + 120,430) / 2] = 3.37

2020: 438,424 / [(120,430 + 109,183) / 2] = 3.90

Receivables Turnover = Net Sales / Average Receivables

2024: 394,879 / [(114,182 + 112,596) / 2] = 3.48

2023: 420,457 / [(112,596 + 112,346) / 2] = 3.74

2022: 542,751 / [(112,346 + 129,215) / 2] = 4.49

2021: 601,602 / [(129,215 + 129,433) / 2] = 4.64

2020: 614,680 / [(129,433 + 113,000) / 2] = 5.08

Asset Turnover = Net Sales / Average Total Assets

2024: 394,879 / [(323,354 + 355,872) / 2] = 1.16

2023: 420,457 / [(355,872 + 455,078) / 2] = 1.04

2022: 542,751 / [(455,078 + 510,348) / 2] = 1.13

2021: 601,602 / [(510,348 + 510,290) / 2] = 1.18

2020: 614,680 / [(510,290 + 512,000*) / 2] = 1.20 
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Table 4: Gearing Ratios (2020-2024)

Ratio 2024 2023 2022 2021 2020

Debt-to-Equity (%) 24.15 30.74 32.79 20.3 6.38

Debt-to-Assets (%) 11.43 15.45 17.45 10.97 3.92

Interest Coverage (times) -4.55 -19.69 6.61 41.08 26.21

Formulas and Calculations:

Debt-to-Equity = (Lines of Credit / Shareholders' Equity) × 100

2024: (36,960 / 153,105) × 100 = 24.15%

2023: (55,000 / 178,920) × 100 = 30.74%

2022: (88,000 / 268,406) × 100 = 32.79%

2021: (56,000 / 275,949) × 100 = 20.30%

2020: (20,000 / 313,301) × 100 = 6.38%

Interest Coverage = Operating Income / Interest Expenses

2024: -15,297 / 3,361 = -4.55

2023: -85,301 / 4,332 = -19.69

2022: 14,548 / 2,200 = 6.61

2021: 23,253 / 566 = 41.08

2020: 37,267 / 1,422 = 26.21
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Project A Analysis

Initial Investment: £40 million

Cash Inflows: Year 1: £10m, Year 2: £12m, Year 3: £14m, Year 4: £10m, Year 5: £8m

Payback Period

Cumulative Cash Flow:

Year 1: £10m

Year 2: £10m + £12m = £22m

Year 3: £22m + £14m = £36m

Year 4: £36m + £10m = £46m

Payback Period = 3 + (£40m - £36m) / £10m = 3 + 0.4 = 3.4 years

Accounting Rate of Return

Annual Depreciation = £40m / 5 = £8m per year

Average Annual Profit = [(£10m - £8m) + (£12m - £8m) + (£14m - £8m) + (£10m - £8m) + (£8m - £8m)] / 5 = (£2m + £4m + £6m + £2m + £0m) / 5 = £14m / 5 = £2.8m

ARR = (Average Annual Profit / Initial Investment) × 100 ARR = (£2.8m / £40m) × 100 = 7.0%

Net Present Value

Discount Factor at 10%: Year 1: 0.909, Year 2: 0.826, Year 3: 0.751, Year 4: 0.683, Year 5: 0.621

Present Values:

Year 1: £10m × 0.909 = £9.09m

Year 2: £12m × 0.826 = £9.91m

Year 3: £14m × 0.751 = £10.51m

Year 4: £10m × 0.683 = £6.83m

Year 5: £8m × 0.621 = £4.97m

Total PV = £41.31m

NPV = £41.31m - £40m = £1.31m

Profitability Index

PI = Total PV of Cash Inflows / Initial Investment PI = £41.31m / £40m = 1.033

Internal Rate of Return

Using interpolation between 10% (NPV = £1.31m) and 12%:

At 12%: Discount factors: 0.893, 0.797, 0.712, 0.636, 0.567 PV = (£10m × 0.893) + (£12m × 0.797) + (£14m × 0.712) + (£10m × 0.636) + (£8m × 0.567) PV = £8.93m + £9.56m + £9.97m + £6.36m + £4.54m = £39.36m NPV at 12% = £39.36m - £40m = -£0.64m

IRR = 10% + [(£1.31m / (£1.31m + £0.64m)) × 2%] IRR = 10% + 1.34% = 11.34%

Project B Analysis

Initial Investment: £30 million

Cash Inflows: £6 million annually for 5 years

Payback Period

Annual Cash Flow = £6m Payback Period = £30m / £6m = 5.0 years

Accounting Rate of Return

Annual Depreciation = £30m / 5 = £6m per year Average Annual Profit = £6m - £6m = £0m

ARR = (£0m / £30m) × 100 = 0%

Net Present Value

Annuity Factor at 10% for 5 years = 3.791

NPV = (£6m × 3.791) - £30m NPV = £22.75m - £30m = -£7.25m

Profitability Index

PI = £22.75m / £30m = 0.758

Internal Rate of Return

At breakeven NPV = 0: Initial Investment = PV of Cash Inflows £30m = £6m × Annuity Factor Annuity Factor = 5.0

From annuity tables, factor of 5.0 for 5 years corresponds to approximately 0% discount rate. IRR = 0%

Project C Analysis

Initial Investment: £50 million

Cash Inflows: Year 1: £5m, Year 2: £10m, Year 3: £20m, Year 4: £25m, Year 5: £15m

Payback Period

Cumulative Cash Flow:

Year 1: £5m

Year 2: £5m + £10m = £15m

Year 3: £15m + £20m = £35m

Year 4: £35m + £25m = £60m

Payback Period = 3 + (£50m - £35m) / £25m = 3 + 0.6 = 3.6 years

Accounting Rate of Return

Annual Depreciation = £50m / 5 = £10m per year

Average Annual Profit = [(£5m - £10m) + (£10m - £10m) + (£20m - £10m) + (£25m - £10m) + (£15m - £10m)] / 5 = (-£5m + £0m + £10m + £15m + £5m) / 5 = £25m / 5 = £5m

ARR = (£5m / £50m) × 100 = 10.0%

Net Present Value

Present Values at 10%:

Year 1: £5m × 0.909 = £4.55m

Year 2: £10m × 0.826 = £8.26m

Year 3: £20m × 0.751 = £15.02m

Year 4: £25m × 0.683 = £17.08m

Year 5: £15m × 0.621 = £9.32m

Total PV = £54.23m

NPV = £54.23m - £50m = £4.23m

Profitability Index

PI = £54.23m / £50m = 1.085

Internal Rate of Return

At 12%: PV = (£5m × 0.893) + (£10m × 0.797) + (£20m × 0.712) + (£25m × 0.636) + (£15m × 0.567) PV = £4.47m + £7.97m + £14.24m + £15.90m + £8.51m = £51.09m NPV at 12% = £51.09m - £50m = £1.09m

At 14%: Discount factors: 0.877, 0.769, 0.675, 0.592, 0.519 PV = (£5m × 0.877) + (£10m × 0.769) + (£20m × 0.675) + (£25m × 0.592) + (£15m × 0.519) PV = £4.39m + £7.69m + £13.50m + £14.80m + £7.79m = £48.17m NPV at 14% = £48.17m - £50m = -£1.83m

IRR = 12% + [(£1.09m / (£1.09m + £1.83m)) × 2%] IRR = 12% + 0.75% = 12.75%

Table 7: Investment Appraisal Summary

Metric Project AProject BProject C

Initial Investment £40m £30m £50m

Payback Period 3.4 years 5.0 years 3.6 years

ARR 7.00% 0% 10.00%

NPV £1.31m -£7.25m £4.23m

PI 1.033 0.758 1.085

IRR 11.34% 0% 12.75%
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Table 8: Investment Ratios (2020-2024)

Ratio Formula 2024 2023 2022 2021

Earnings Per Share (EPS) - Basic Net Income / Weighted Average Shares Outstanding -£1.85 -£7.64 £0.03 £0.39

Earnings Per Share (EPS) - Diluted Net Income / Diluted Shares Outstanding -£1.85 -£7.64 £0.03 £0.39

Price Earnings Ratio (P/E) Market Price per Share / EPS N/A N/A N/A N/A

Dividend Per Share (DPS) Total Dividends / Shares Outstanding £0.00 £0.00 £0.00 £0.00

Dividend Payout Ratio Dividends Paid / Net Income × 100 N/A N/A N/A N/A

Dividend Yield DPS / Market Price per Share × 100 N/A N/A N/A N/A

DETAILED CALCULATIONS FOR INVESTMENT RATIOS

Earnings Per Share (EPS) - Basic

Formula: EPS = Net Income (Loss) / Basic Shares Outstanding

2024: EPS = (24,029) / 12,959 = -£1.85 per share

2023: EPS = (98,238) / 12,855 = -£7.64 per share

2022: EPS = 407 / 12,703 = £0.03 per share

2021: EPS = 5,301 / 13,465 = £0.39 per share

2020: EPS = 38,572 / 13,893 = £2.78 per share

Earnings Per Share (EPS) - Diluted

Formula: EPS Diluted = Net Income (Loss) / Diluted Shares Outstanding

2024: EPS Diluted = (24,029) / 12,959 = -£1.85 per share

2023: EPS Diluted = (98,238) / 12,855 = -£7.64 per share

2022: EPS Diluted = 407 / 12,779 = £0.03 per share

2021: EPS Diluted = 5,301 / 13,742 = £0.39 per share

2020: EPS Diluted = 38,572 / 14,166 = £2.72 per share
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CASH FLOW ANALYSIS

Table 9: Cash Flow Summary (2020-2024)

Cash Flow Component (£m) 2024 2023 2022 2021 2020

Operating Activities 14,822 25,190 10,926 40,283 73,392

Investing Activities -8,428 -13,877 -21,208 -17,041 -23,734

Financing Activities -19,764 -34,779 20,501 -22,026 -65,964

Effect of Foreign Exchange -2,598 -523 -4,292 2,444 -843

Net Change in Cash -15,968 -23,989 5,927 3,660 -17,149

Opening Cash Balance 42,751 66,740 60,813 57,153 74,302

Closing Cash Balance 26,783 42,751 66,740 60,813 57,153

Table 10: Cash Flow Ratios (2020-2024)

Ratio Formula 2024 2023 2022 2021 2020

Operating Cash Flow Ratio Operating Cash Flow / Current Liabilities 0.094 0.156 0.05 0.186 0.409

Free Cash Flow (£m) Operating Cash Flow - Capital Expenditures 6,394 11,313 -9,659 20,242 50,158

Cash Flow Margin (%) Operating Cash Flow / Net Sales × 100 3.75% 5.99% 2.01% 6.70% 11.94%

Cash Return on Assets (%) Operating Cash Flow / Total Assets × 100 4.58% 7.08% 2.17% 7.89% 14.38%

Capital Expenditure Ratio Capital Expenditure / Operating Cash Flow 0.57 0.55 1.88 0.42 0.32

Cash Flow Adequacy Ratio Operating Cash Flow / (Capex + Debt Repayment) 0.12 0.21 -0.09 0.45 0.53

DETAILED CALCULATIONS FOR CASH FLOW RATIOS

Operating Cash Flow Ratio

Formula: Operating Cash Flow Ratio = Operating Cash Flow / Current Liabilities

2024: Operating Cash Flow Ratio = 14,822 / 158,291 = 0.094

2023: Operating Cash Flow Ratio = 25,190 / 161,148 = 0.156

2022: Operating Cash Flow Ratio = 10,926 / 216,473 = 0.050

2021: Operating Cash Flow Ratio = 40,283 / 216,787 = 0.186

2020: Operating Cash Flow Ratio = 73,392 / 179,510 = 0.409

Free Cash Flow

Formula: Free Cash Flow = Operating Cash Flow - Capital Expenditures

Capital Expenditure = Acquisition of PP&E + Acquisition of Intangible Assets

2024: Capital Expenditure = 4,572 + 3,856 = 8,428 Free Cash Flow = 14,822 - 8,428 = £6,394m

2023: Capital Expenditure = 8,116 + 5,761 = 13,877 Free Cash Flow = 25,190 - 13,877 = £11,313m

2022: Capital Expenditure = 14,006 + 6,579 = 20,585 Free Cash Flow = 10,926 - 20,585 = -£9,659m

2021: Capital Expenditure = 12,586 + 4,455 = 17,041 Free Cash Flow = 40,283 - 17,041 = £20,242m

2020: Capital Expenditure = 16,862 + 6,372 = 23,234 Free Cash Flow = 73,392 - 23,234 = £50,158m

Cash Flow Margin

Formula: Cash Flow Margin = (Operating Cash Flow / Net Sales) × 100

2024: Cash Flow Margin = (14,822 / 394,879) × 100 = 3.75%

2023: Cash Flow Margin = (25,190 / 420,457) × 100 = 5.99%

2022: Cash Flow Margin = (10,926 / 542,751) × 100 = 2.01%

2021: Cash Flow Margin = (40,283 / 601,602) × 100 = 6.70%

2020: Cash Flow Margin = (73,392 / 614,680) × 100 = 11.94%

Cash Return on Assets

Formula: Cash Return on Assets = (Operating Cash Flow / Total Assets) × 100

2024: Cash Return on Assets = (14,822 / 323,354) × 100 = 4.58%

2023: Cash Return on Assets = (25,190 / 355,872) × 100 = 7.08%

2022: Cash Return on Assets = (10,926 / 504,163) × 100 = 2.17%

2021: Cash Return on Assets = (40,283 / 510,348) × 100 = 7.89%

2020: Cash Return on Assets = (73,392 / 510,290) × 100 = 14.38%

Capital Expenditure Ratio

Formula: Capital Expenditure Ratio = Capital Expenditure / Operating Cash Flow

2024: Capital Expenditure Ratio = 8,428 / 14,822 = 0.57

2023: Capital Expenditure Ratio = 13,877 / 25,190 = 0.55

2022: Capital Expenditure Ratio = 20,585 / 10,926 = 1.88

2021: Capital Expenditure Ratio = 17,041 / 40,283 = 0.42

2020: Capital Expenditure Ratio = 23,234 / 73,392 = 0.32

Cash Flow Adequacy Ratio

Formula: Cash Flow Adequacy Ratio = Operating Cash Flow / (Capital Expenditure + Debt Repayment)

Debt Repayment = Repayments on Lines of Credit

2024: Cash Flow Adequacy Ratio = 14,822 / (8,428 + 120,000) = 14,822 / 128,428 = 0.12

2023: Cash Flow Adequacy Ratio = 25,190 / (13,877 + 111,000) = 25,190 / 124,877 = 0.20

2022: Cash Flow Adequacy Ratio = 10,926 / (20,585 + 101,000) = 10,926 / 121,585 = 0.09

2021: Cash Flow Adequacy Ratio = 40,283 / (17,041 + 76,000) = 40,283 / 93,041 = 0.43

2020: Cash Flow Adequacy Ratio = 73,392 / (23,234 + 123,000) = 73,392 / 146,234 = 0.50
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Financial Statement:
Consolidated Income Statement (£m)

2024 2023 2022 201 2020
Net sales 304,879 420,57 542,751 601,602 614,680
Costof sales (280,885) (322,897) (390,459) (428,586) (438,424
Gross profit 113,994 97,560 152,202 173016 176256
Operating expenses 129201 182,861 137,744 149,763 138989
Operating income (loss) (15297) (85,301) 14,548 23253 37,267
Interest income (expenses) (3361) (4332) (2200 (566) (1422)
Other income (expenses) ) 2621 (955) (6,607) 8,060
Income (loss) before provision for income
taxes (18,598) (92254 11393 16,080 43,905
Income taxes (5431) (5984) (10,986) (10,779 (5333)
Netincome (loss) (24,029 (98,238) 407 5301 38572
Earnings (loss) per share
Basic (€) 185 764 003 039 278
Diluted () 185 764 003 039 27
Shares used in computing earnings (loss) per share
Basic 12,959 12,855 12,703 13465 13,803
Page 3 of 17

Diluted 12,959 12,855 12,779 13,742 14,166
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Ratio 2024 2023 2022 2021 2020

Gross Profit Margin (%) 28.87 23.2 28.06 28.76 28.67

Operating Profit Margin (%) -3.87 -20.29 2.68 3.87 6.06

Net Profit Margin (%) -6.08 -23.36 0.07 0.88 6.28

Return on Assets (%) -7.43 -27.6 0.08 1.04 7.56

Return on Equity (%) -15.7 -54.9 0.15 1.92 12.31


