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[bookmark: _Toc215584377]1.0 Introduction
The financial performance of General Electronics would be analysed in terms of financial statement analysis, which involves the evaluation of ratios and the major trend evaluation, strengths and weaknesses in this financial analysis report. It will investigate profitability, liquidity, and efficiency of the company regarding various ratios, the models to predict corporate failure, including the Altman Z-score to identify the risk of a potential financial distress. In addition, the report will discuss the working capital management of the company the cash operating cycle and liquidity improvement initiatives of the company. Recommendations will be made on the long-term and short-term financing options. Moreover, a strategic financial restructuring plan is provided; the possibilities to restructure are compared in the aspects of divestiture, mergers and equity injections and the impact of the restructuring on the shareholder value, debt structure and operational flexibility. It will also involve international and ethical matters analysis which will be made up of taxation, currency risk, inflation and corporate social responsibility. 

[bookmark: _3yjvd5gst5fh][bookmark: _Toc215584378]2.0 Financial Health Check of General Electronics
[bookmark: _ggtoevkpvaf5][bookmark: _Toc215584379]2.1 Trends of the Financial Statements Analysis
Reporting on financial statements conducted by General Electronics reveals that the business is performing poorly in terms of its profitability and financial power, and more so in the past few years (Blessing and Sakouvogui, 2023). On examining the balance sheet of the company, the total assets are noted to have decreased compared to the total liabilities, indicating that the percentage of debts is high. General Electronics has reported a net income change in the income statement because there are years when the company has made huge losses, where the net income has been recorded as -£98,238 million in 2023. The company has been experiencing extreme capital expenditure that has not been matched by the operating cash flow. Cash flow statement indicates that the liquidity position is not so desirable, especially in the current year of 2022, the operating cash flow is lower than it was in the past years.

[bookmark: _r2s6ef3mgenv][bookmark: _Toc215584380]2.2 Ratio Analysis
[bookmark: _n7yhxi7pfkl9][bookmark: _Toc215584381]2.2.1 Profitability Ratios
[image: ]
Figure 1 Profitability Ratios
General Electronics' gross profit margin has recorded changes over the years, with the highest level of 28.87% registered in 2024 and the lowest level of 23.23% recorded at the end of 2023, respectively. This also measures as an indicator in that the company has been experiencing pressure in its cost base and/or pricing power. A decrease in the gross margin in 2023 might be due to the increase in the cost of production or the prices of sales, which implies that the chances of inefficiency in its supply chain or price policy are possible. The operating profit margin shows how the company can convert the revenues earned into profits without incorporating the non-working expenses. General Electric would incur a negative margin in 2023 and 2024 in the instance of General Electronics, to means that its core operations would incur losses. It has had to bear the net profit margin under strain, and it specifically gave in the year 2023 to the tune of -23.39.

[bookmark: _3kxlmq5x3rug][bookmark: _Toc215584382]2.2.2 Liquidity Ratios
[image: ]
Figure 2 Liquidity Ratios
In the year 2024 and closer to the year 2020, the current ratio has declined to 1.53 and 1.82, respectively. This decline is also an indicator of mounting stress on the short-term liquidity, but the company exceeds the 1.0 point. The existing size of the company's liabilities surpassed the cash flow of the company's operation, and this represents the probability of facing problems in the clearing of the short-term liabilities. Quick ratio is another parameter that is used to demonstrate the liquidity stress, and a very drastic fall of 0.09 in 2024 versus 0.41 in 2020. The quick ratio shows that the company might not necessarily be in a position to utilise the current assets in paying the current liabilities. 

[bookmark: _dh6zjms7bf28][bookmark: _Toc215584383]2.2.3 Efficiency Ratios
[image: ]
Figure 3 Efficiency Ratios
The inventory turnover ratio has also risen, as General Electronics was 3.64 in 2020 and is currently 3.37 in 2024. This is one of the signs that the company will gain additional time to stock inventory. A decrease in the inventory turnover may indicate low demand for the product, or it may indicate that they have not done an effective inventory control. The company has been experiencing a decrease in the receivables turnover ratio, and as observed in the year 2020, the company had a ratio of 4.75 compared to the current ratio of 3.48 in the year 2024. This reduction means that General Electronics is taking a longer time to receive the cash from its customers (Blessing and Sakouvogui, 2023). The lower turnover level will imply that the credit policy or customer payments will be a problem that will have an impact on the cash flow.

[bookmark: _f4l0r91dqb7w][bookmark: _Toc215584384]2.2.4 Leverage Ratios
[image: ]
Figure 4 Leverage Ratios

Since 2020, the General Electric debt to equity ratio has been on the rise, with the figures at 0.63 and at 2024 being 1.11, which implies that it is highly indebted with fewer equity values. Another threat is the rise in the amount of debt, as the company might not pay off the debt in case it does not realise an additional amount of money as profits (Glaum et al., 2018). The debt ratio is the amount of total assets used with debt, and this has marginally gone up over the years and could be adopted in the year 2024 at 0.53. This is not distressing as it is; this ratio indicates that the company is using a great deal of debt to fund a great percentage of the assets, and this can surely constrain its financial flexibility going forward.

[bookmark: _qf5wjag2i35n][bookmark: _Toc215584385]2.3 Trends, Strengths and Threats.
General Electronics is a company that has been suffering excruciatingly over the past few years in terms of its financial performance. A trend of profitability fall, particularly in 2023 and 2024, is a significant trend, and operating losses are insured. The company's quick ratio and operating cash flow ratio are deteriorating, and this is an indicator that the company's finances are under increased pressure. Irrespective of the challenges, the General Electric company is proud of the fact that the asset base and respectable sales have been registered over the past years. Its market value of equity is fluctuating, though it is quite high (Cezarino et al., 2022). Moreover, the company sells mainly in bulk too, and its gross profit margins, which sometimes fluctuate, indicate that the company can still realise good gross profits in the right circumstances. The biggest environmental challenge facing General Electronics will be the unfavourable tendencies on profitability that have seen the company register a steep drop in its net profit margins. The reliance on debt is also high since the evidence is indicated by the growing debt-to-equity ratio, which also gives rise to the quandary of financial stability. 

[bookmark: _ai4w6een3am7][bookmark: _Toc215584386]2.4 Corporate Failure Prediction Model (Altman Z-Score)
Table 1 Altman Z-Score
	Year
	Z-Score
	Severity

	2020
	1.85
	Safe Zone (Low Risk)

	2021
	1.48
	Safe Zone (Low Risk)

	2022
	1.25
	Safe Zone (Low Risk)

	2023
	0.16
	Distress Zone (High Risk)

	2024
	2.803
	Safe Zone (Low Risk)



The analysis presenting a very concerning future is the General Electronics Altman Z-Score. The firm has been reporting a Z-score of 0.16 in the year 2023, which is a pointer to the firm staying in the distress segment. It is negative since its Z-Score is below 1.8, as it is a sign that the company may soon go bankrupt, and in 2023, it has already made massive losses in the hands of General Electronics. The slight improvement in Z-score to 2.80 in 2024 is an indication that there is some degree of financial risk, as there is deteriorating profitability and liquidity ratios. The working capital, the retained earnings, the EBIT, the market value of the equity, as well as the sales of the company with the total assets and liabilities, are the Altman Z-score (Madura, 2021). Among these forces that lead to a low-quality Z-score of the organisation are the negative trends of the EBIT and retained earnings in the case of General Electronics, and the increasing debt. Although the company does not face any danger zone as long as the year 2024, it still has the potential of falling into a state of financial troubles in case it fails to reverse the decreasing trends in profitability and liquidity. The adjustments in cost base and the better management of inventory and debts should help General Electronics improve its Z-score.


[bookmark: _2a5354b7j1ek][bookmark: _Toc215584387]3.0 Working Capital Management Analysis
[bookmark: _yy8f8sdhqsg5][bookmark: _Toc215584388]3.1 Cash Operating Cycle (COC) Analysis
General Electronics' Cash Operating cycle indicates that it is efficient and inefficient in the use of its working capital (Harris and Hampton, 2022). The DIO (Days inventory outstanding) has been varying over the years, with exceedingly high inventory holding period of 130.51 days in 2022, and this is the slow-moving inventory. The company's SDS (Days Sales Outstanding) is, however, standing at 105.54 days (2024) compared with the past years, and it is doing better in collecting the money, but it is high. Neither does it match consistently regarding the number of DPO (Days Payables Outstanding): the 2023 initiative (64.44 days) measures are larger (and the business is using more capital to hold its money), and it is saving money by doing the same. COC (Cash Operating Cycle) has been very high, particularly in 2022 (139.29 days), which shows that it will take General Electronics a very long time before it can turn around its investments, which will create a liquidity problem. Conversely, there is an improvement of slightly bettering in 2024 to 115.06 days, but this is also concerning. 
Table 2 Cash Operating Cycle
	Year
	Inventory Days (DIO)
	Account Receivable Days (DSO)
	Days Payables Outstanding (DPO)
	Cash Operating Cycle (COC)

	2024
	103.12
	105.54
	93.60
	115.06

	2023
	99.67
	97.49
	64.44
	132.72

	2022
	130.51
	75.43
	66.65
	139.29

	2021
	114.53
	78.50
	78.80
	114.23

	2020
	100.05
	76.65
	68.81
	107.89



[bookmark: _aqx5e2ezukd2][bookmark: _Toc215584389]3.2 Strategies to Improve Liquidity
The working capital should be managed by General Electronics to maximise its liquidity, and one of its areas of concern will be to reduce the Cash Operating Cycle and manage its cash flow (Madura, 2021). The potential strategies that can be put in place are:

· Inventory Management: General Electronics needs to put its interests on Days in Inventory Outstanding (DIO) reduction by applying Just-in-time (JIT) inventory measurements that may generate a decrease in the cost of inventory holding and also decrease the money in the inventory. 
· Accounts Receivable Management Account Receivable Days (DSO): is very high. General Electronics would need to limit the aspects of its credit policies by being more cautious of the credit quality of its customers to enhance liquidity. Rough collection policies would be useful in accelerating the cash flows and would smooth over the process of collection (Blessing and Sakouvogui, 2023).
· Account Payable Management: This may proceed and increase the Days Payable Outstanding (DPO) of an organisation without necessarily creating any review with the suppliers (Kovach et al., 2022). Nonetheless, the most significant aspect is that this strategy must be moderate without damaging relationships with the suppliers and incurring the penalty of late payment. 
· Short-Term Financing: General Electric ought to undergo the process of considering the alternatives of short-term financing through the means of working capital lines of credit or short-term loans to realise high liquidity. It would act as a buffer during periods when there has been late cash flow or when the inventory has to be refilled.

These will enable general electronics to enhance its liquidity status and will not be that hard on the working capital, and the working capital will enable it to invest time and will be in a better position to handle the financial obligation.

[bookmark: _ecxd256b9tdo][bookmark: _Toc215584390]3.3 Short-term and long-term financing
When short-term and long-term financing are compared, each has advantages as well as disadvantages (Charupat and Sarkar, 2024). These distinctions are highly important to General Electronics since it has to understand which type of financing would be best applied in its liquidity and operational requirements.

[bookmark: _locsyb8s4whp][bookmark: _Toc215584391]3.3.1 Short-Term Financing:
It is more expanded and considerably more accessible to the short-term funding and would be particularly useful at the time when financing of the working capital is at hand (the issue of the stocks) or at the time incurring the inventory replenishment or in the seasonal cash demands (Baresa et al., 2017). The low interest rates can be related to the short-term borrowing compared to the long-term debt, since the interest that the lenders will receive is lower than the long-term debt, since it has more days before it can be paid. The short-term financing repayment process is extremely fast, and that would benefit a business with a large rate of investment or sales turnover (Léon, 2019). The repayment of these loans is over a year, so this could strain the liquidity, particularly when the cash flow cannot be predicted in the long run.

[bookmark: _n81m822qd3c][bookmark: _Toc215584392]3.3.2 Long-Term Financing:
Long-term financing is very stable and will enable the establishment to make huge capital investments without the fear of paying in the short term (Léon, 2019). With the extended periods of payback, the company will be in a position to acquire more funds to finance growth, acquisitions or major investments. The popularity of long-term financing has been linked to the predictability concerning the cash outflow alongside the predictability of the budgets as a result of the long expanse of paying back the loan, as well as the anticipation of the risk incurred in giving the loan (Maverick, 2024). The loan will be paid after a few years and this will limit flexibility in case of economic depression or any other setback in the monetary affairs.
Table 3 Short-term and long-term financing.
	Feature
	Short-Term Financing
	Long-Term Financing

	Repayment Period
	Less than a year
	More than a year

	Interest Rates
	Generally lower (Baresa et al., 2017)
	Generally higher

	Flexibility
	More flexible, quicker access to funds
	Less flexible, longer commitment

	Loan Size
	Smaller loan amounts
	Larger loan amounts

	Use Case
	Working capital, inventory needs
	Capital expenditures, long-term projects

	Risk to Liquidity
	Higher risk of short-term cash flow issues
	Lower risk of immediate liquidity strain (Léon, 2019)



The line of credit financing should be considered by General Electronics as a way of meeting the short term requirements of the business and focus more on the long term financing to enable the business to embark on a larger investment like capital expenditure. This combination would enable the company to have the optimal balance between liquidity and growth without straining its budget.


[bookmark: _rljsxn1b0y9u][bookmark: _Toc215584393]4.0 Strategic Financial Restructuring Plan for General Electronics
The current performance of General Electronics shows that the company already has a hopeless financial position with a low profitability ratio, negative cash flow and a poor liquidity ratio (Maverick, 2024). The restructuring project would be required to secure the future of the company and to put it on the path of sustainable development. The next plan must concern the company reconstruction and the activity, financial system, and business paradigm, to overcome the current challenges, and transform the current opportunities into improvements.

[bookmark: _12o8fc2cmpr8][bookmark: _Toc215584394]4.1 Recommendation: Financial Restructuring.
The restructuring mechanisms that can be discussed to enhance the financial performance of General Electronics include the merger, equity injection, and divestiture.

[bookmark: _2b8wxwy7rnq7][bookmark: _Toc215584395]4.1.1 Divestiture
A divestiture strategy involves the sale of non-core assets or non-core business units that fail to add value or are no longer contributing to the long-term objectives of the company (PwC, 2024). General Electronics should undertake a portfolio analysis with a view to selling off divisions that are not performing so well, and especially those that are draining money without commensurate returns. Non-necessary assets selling and leveraging will help General Electronics to capitalise on economic activities and focus on the fields of its core business, wherein it has competitive advantages. De-consolidation would also assist General Electronics to streamline its operations and therefore will be able to manage its resources and strategic focus in a more effective way. 

[bookmark: _9wpjok1y4fer][bookmark: _Toc215584396]4.1.2 Merger:
By merging with a stronger company that has a complementary combination with the current company, General Electronics has the potential to make a lot of changes in its market position. Merging may enable gaining access to a wider range of customers, sharing of production activities and cost of research and development, reducing the expenses and enhancing the profitability. Due to the purchase, the financial risks of General Electronics would be minimised, and its operation would be profitable, as it would be considered as part of a business with a well-established balance sheet and a stable cash flow. In addition, the merger would mitigate the risks of increased levels of debt within the company. 

[bookmark: _gd4djpqvadyd][bookmark: _Toc215584397]4.1.3 Equity Injection:
It can also be considered as a method of infusion of equity in the balance sheet of General Electronics, as the balance sheet would be fortified as it would have been complemented by the addition of capital and no addition of debts. This would either be through the issue of new shares or a strategic investor. The equity capital would bring some liquidity and reduce the reliance of the company on debt. Moreover, it might help the company in its investments in its strategy projects to innovate and access new technology or new markets (Kochen, 2025). Equity injection would also facilitate raising the financial ratios of such companies, like the debt to equity ratio and the current ratio of General Electronics, which will consequently attract more investments and increase its credibility. 

[bookmark: _prt6jez98wrx][bookmark: _Toc215584398]4.2 Implication on the shareholder value, Debt structure and Operational flexibility.
[bookmark: _swrfzao2wwcv][bookmark: _Toc215584399]4.2.1 Impact on Shareholder Value:
Such financial restructuring plans of divestiture and mergers are generally geared towards an increase in shareholder value by enrichment of the financial health and output of the business (PwC, 2024). Such a set includes the sale-off of underperforming assets, which will enable General Electronics to concentrate on the viable core business, which will drive growth in profit as well as stock prices in the long run. Complementary acquisition would add more market share, sales and profits. On the same note, the short-term gains to the shareholder would be provisions of a rise in share price and dividend.

[bookmark: _k2vln24kqp90][bookmark: _Toc215584400]4.2.2 Impact on Debt Structure:
These two operations, divestiture and equity injection, would enhance the debt structure of the business (Shapiro and Hanouna, 2019). The debt-to-equity ratio shows that General Electric can reduce its leverage by either selling its assets or increasing its equity capital. This would reduce the risk profile of this firm, and this may eventually result in the cost of borrowing reducing as creditors will consider the firm as a company that is less risky.

[bookmark: _m57eere4d1nl][bookmark: _Toc215584401]4.2.3 Operational Flexibility:
Merger would enable General Electronics to be versatile in its operations as it would have access to new resources, technologies and markets (Blessing and Sakouvogui, 2023). This may be augmented with enhanced innovation, economies of scale and the cost of low production. The equity infusion would enable General Electronics with additional working capital, which would accord the company the support to invest in its growth prospects, correct its operations and overcome any major economic threat without entering into costly debt (Iancu et al., 2017).


[bookmark: _w11ips1fbh35][bookmark: _Toc215584402]4.3 International and Ethical Foresight
Financial restructuring implementation in General Electronics would consider various international and ethical problems (Singh et al., 2017). These are taxation, currency risk, inflation and social responsibility to the corporate citizens (CSR). These can be addressed to ensure that the restructuring process of the companies can be sustainable and in accordance with international standards and ethics.

[bookmark: _tte9uldatssf][bookmark: _Toc215584403]4.3.1 Taxation:
General Electronics ought to engage in a careful scrutiny of its taxation in restructuring its modalities, particularly during the mergers or the disposal of its foreign subsidiaries. One of the key dimensions of the restructuring plan is tax efficiency (Dehghanfard and Moslemi, 2020). One such case is the case of a merger between a foreign nation and a nation, where a case may have a tax benefit or debts depending on the jurisdiction. The company is expected to make sure that it is optimising taxes through tax credit and tax deductions, or simply in the manner it distributes its revenues and expenses across tax jurisdictions.

[bookmark: _iys04rgp9zjo][bookmark: _Toc215584404]4.3.2 Currency Risk:
Because General Electronics is venturing in the international markets, any reorganization exercise especially when there are cases involving mergers or acquisitions, is characterised by the sensitivities of the exposure to currency effects (Sitinjak et al., 2023). To illustrate an example, the company may be exposed to the variability of bad changes of currency in case its international activities remit a global income with the use of foreign currency. Some of the currency risk hedging mechanisms include a currency swap, a futures option, and a forward contract. General Electronics would then have to discuss with the financial advisors and check on the currency implications where they think there is a need to hedge.

[bookmark: _uqyhcwlddper][bookmark: _Toc215584405]4.3.3 Inflation:
Through inflation, purchasing power might be depreciated, and operations might be costly, hence General Electronics would be less profitable (Dehghanfard and Moslemi, 2020). It is noteworthy that the company should not underestimate the effect of inflation on its cost system, and growth forecasts should not be left out of company restructuring plans after evaluating the effect of inflation. The sources of long-term finance at a fixed interest rate may also assist the company to cushion against inflation on the cost of borrowing.

[bookmark: _vymanxchvwx][bookmark: _Toc215584406]4.3.4 Corporate Social Responsibility (CSR).
The analysis of CSR shows that General Electric should consider its restructuring regardless of its ethical practices and its association with stakeholders. An acquisition or a merger should not only be financial, but also socially responsible(Cezarino et al., 2022). General electronics must not forget about the environmental and social impact of the business operation and it is worth noting that any restructuring process will not trigger such adverse effects like jobs loss, environmental degradation, or the enslavement of the people.

The restructuring of the companies could also be added CSR that would emphasize sustainability, accountable material sourcing, minimum emissions of carbon, and the extreme treatment of employees in the firm in case of any alteration of operations. General Electronics can achieve success in its business, although it has to consider ethics in its plan to restructure to build its relationship with the stakeholders and to succeed in its business in the long run.



[bookmark: _411b1xiy9m5e][bookmark: _Toc215584407]5.0 Appraisal and Capital Budgeting
[bookmark: _th56edflwtf9][bookmark: _Toc215584408]5.1 Commentary on Proposed Investment Projects.
[bookmark: _2ukmivkfeino][bookmark: _Toc215584409]5.1.1 Project A 
The payback period of project A is relatively low, at 3.4 years, so it has a reasonably appealing sensitivity regarding liquidity. The ARR 7 presents a median rate of return that is acceptable as regards the performance of the firm in question. The positive NPV of the £1.34m will imply that Project A would be value-creating, and it will influence the profitability of the company positively (Sitinjak et al., 2023). The relatively low risk of the investment is controlled by the modestness of the cash inflows of this investment and the payback period. It must also be noted that the project does not experience skyrocketing profitability and cash flows such that it can be considered appropriate to the amount of capital available, but it is unlikely to grow the company exponentially (Kenton, 2024).
Table 4 Short-term and long-term financing
	Project Name
	Payback Period (PBP)
	Average Rate of Return (ARR) (%)
	Net Present Value (NPV) (£m)

	Project A
	3.4 years
	7%
	£1.34m

	Project B
	5 years
	0%
	-£7.24m

	Project C
	3.6 years
	10%
	£4.25m



[bookmark: _hhxu30mkwxr][bookmark: _Toc215584410]5.1.2 Project B 
Project Bs has the longest payback period (5 years) compared to the other two, and it has the potential of exposing the project to liquidity risks since the project will not break even within a long period of time. More so, the ARR of Project B will be zero, and the NPV value of -£7.24m will mean that the project will not add any value or rather will result in a loss and as a result, failure to add anything (Abor, 2016). That would be a very risky project in terms of its performance in terms of generating profit. The company would then be compelled to assess whether it would be prudent to capitalise on any activity that does not have an outcome of good returns. These reasons make Project B not be approved based on its poor financial indicators and such a long payback period.

[bookmark: _aygpeqv1yev7][bookmark: _Toc215584411]5.1.3 Project C
Based on the rate of investment payback, project C has the highest ARR of 10 per cent, making it appear more attractive compared with other investments and hence showing that it has the highest invested capital payback. The payback time is not long (3.6 years) and it means that the initial costs are obtained back at once and in a rather shorter time thus, more liquidity is enhanced (Hayes, 2022). The NPV of £4.25m is positive, which implies that the advantages of the project will be immense, and the project will have a positive implication on the profitability of the firm. It has a good cash flow and good financial indicators that lead to its being the most suitable project to invest in, bearing in mind the capital rationing constraint. Project C offers the greatest probability of profitability and financial growth to General Eletronics even though it requires higher start-up capital.

[bookmark: _9c275icsj1ul][bookmark: _Toc215584412]5.2 Recommendation to Final Investment.
Assuming the capital rationing limit of £60 million, the final investment decision should consider the projects that would give the utmost returns but offer a trade-off regarding the risk, profitability and liquidity. Financial measures indicate that Project A and Project C are the best.

· Project A: The payback period of the project is 3.4 years, and the NPV is positive; that is, £1.34m, which is offsetting, hence making the project a good project with an offsetting risk and return. The 7% ARR is a decent amount of money to make on investment; this is not overly high in comparison with that of Project C. These predictable cash flows of moderate level have been anticipated by the financial position of the company and this offers it a good liquidity level. In addition to that, the risks of the cash flow volatility might be alleviated by the fact that Project A can be more acceptable in a period of lesser payback (Kengatharan, 2016).
· Project C: The project is the one that presents the best financial indicators, which has an ARR of 10%  and a positive NPV of 4.25m. It offers the greatest returns on investment that are accompanied by a rather low payback period of 3.6 years. Project C has the best prospects as it would increase the cash flow in terms of enhancing the subsequent profitability and financial performance of General Electronics (Hayes, 2022). The initial cost of investment can be higher, but the long-term profitability will balance the cost, given the fact that the company is in dire need of the giant cash flow generation at the moment.

[bookmark: _z1i2aravntcg][bookmark: _Toc215584413]5.2.1 Recommendation: Invest in Project C and Project A.
· The priority should be assigned to Project C, and it is the one that has the highest level of ARR and NPV, which has a direct impact on the company's growth and profitability (Pendar et al., 2019). The project is highly consistent with the requirements of General Electronics to realise better profitability and sustainability under the conditions of high financial returns (Blessing and Sakouvogui, 2023).
· The project A should also be presented because it would yield a decent ROI and payback that will be manageable. It will be in a position to assist in improving the liquidity and the profitability of the firm with low risks (Michelon et al., 2020).
· Project B, ARR 0, negative NPV, and long payback period are also rather dangerous because this is not even consistent with the strategic financial objective of the company. Capital of the investment should not therefore be it.

[bookmark: _4aeeu4ihxaf1][bookmark: _Toc215584414]5.2.2 Rationalisation with regard to Financial performance
Financial performance, profitability, liquidity and cash management of General Electronics are at the current stage, which greatly impact the investment decision.

Profitability: The company has been experiencing profitability in the markets in the last few years of its operation since it demonstrated a negative net income and operating income throughout 2023 (Henager and Cude, 2016). Project A and Project C will exhibit positive NPVs and therefore will add value to the shareholders and make the best profits. On its payback, project C will have the greatest potential as it has NPV of £4.25m, and ARR of 10%. This is in tandem with the company's requirement to concentrate on high-payback projects that will boost its revenues (Pendar, Tayar and Karimeh, 2019). Project A would be nice in case the described financial situation arises, as it suggests a fair NPV, and the ARR of 7% , albeit not as high as in Project C.

Liquidity: General Electronics does not have liquidity based on current and quick ratios that has been on the decrease (Mme et al., 2023). Project A has very low payback period of 3.4 years, which will assist the company in recovering its money in very short period and this calculation would increase its liquidity position. Project C is also suitable because it has payback period of 3.6 years and a fair recovery period which will be employed positively in the cash inflow of the business in the medium term.

Risk Characteristics (Cash Flow Volatility): The negative NPV and the 0 ARR mean that project B is a high-risk project (Abor, 2016). Project B will not be able to payback inappropriately given the long payback and the risks associated with the project can not be offset using the low and steady cash flow. Project A and project C on the contrary have better returns and they stand higher chances of bringing continuous cash flows. The best method of minimising the financial risk and increasing the financial stability in the long-term is project C especially one that has greater cash flows and financial numbers.

Capital Rationing: There can never be an option to capital budget in any case but the only other option that can be made is to take Project C (£50m investment) and Project A (£40m investment) that would upgrade to £90m which is exceeding the capital available. Nonetheless, the joint venture between the project A and project C will enable General Electronics to have a balanced risk and returns due to the diversification of investments (Henager and Cude, 2016).

The optimal project that is being rationed on its capital is project A and project C that gives the highest returns and meets the financial strategic objectives of General Electronics. The addition of project B into the investment portfolio should not be done because it has a negative NPV and a long payback period.

[bookmark: _in94h7cdvlnp][bookmark: _Toc215584415]6.0 Conclusion
General Electronics has weaknesses and strengths, which are defined by its financial health. Its sales have been performing well in the past, but the company has been recording immense profitability and liquidity issues; therefore, there is an urgent need to restructure the company financially at the strategic level. The deconstricting of the liquidity constraints by implementing the proper cash operating cycle and balanced financing policy in the establishment of the company can maximise the opportunities of efficiency in its operations. The suggested financial restructuring options, including merger and equity injection, will contribute to the improvement of the balance sheet of the companies and the better management of the debts and provision of the necessary liquidity to develop the company further. Restructuring of the company, also, should be founded on ethical considerations in regards to CSR, tax and currency risks to attain long term sustainability. On the part of the investment projects, Project C and Project A provide the best returns and will address the goals of General Electronics, which is to promote profitability and liquidity. This caution regarding the chosen projects that can bring the best value will help the company to gain fiscal recovery and future development.
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[bookmark: _Toc215584419]Profitability Ratios
	Year
	Gross Profit (£m)
	Net Sales (£m)
	Gross Profit Margin (%)
	Operating Income (£m)
	Operating Profit Margin (%)

	2024
	113,994
	394,879
	28.87%
	-15,297
	-3.88%

	2023
	97,560
	420,457
	23.23%
	-85,301
	-20.29%

	2022
	152,292
	542,751
	28.06%
	14,548
	2.68%

	2021
	173,016
	601,602
	28.74%
	23,253
	3.87%

	2020
	176,256
	614,680
	28.62%
	37,267
	6.05%




	Year
	Net Income (£m)
	Net Sales (£m)
	Net Profit Margin (%)
	Total Assets (£m)
	Return on Assets (%)

	2024
	-24,029
	394,879
	-6.09%
	323,354
	-7.43%

	2023
	-98,238
	420,457
	-23.39%
	355,872
	-27.63%

	2022
	407
	542,751
	0.08%
	504,163
	0.08%

	2021
	5,301
	601,602
	0.88%
	510,348
	1.04%

	2020
	38,572
	614,680
	6.28%
	510,290
	7.57%



	Year
	Net Income (£m)
	Shareholders' Equity (£m)
	Return on Equity (%)

	2024
	-24,029
	153,105
	-15.70%

	2023
	-98,238
	178,920
	-54.90%

	2022
	407
	268,406
	0.15%

	2021
	5,301
	275,949
	1.92%

	2020
	38,572
	313,301
	12.30%



[bookmark: _Toc215584420]Liquidity Ratios
	Year
	Current Assets (£m)
	Current Liabilities (£m)
	Inventories (£m)
	Cash and Cash Equivalents (£m)
	Current Ratio
	Quick Ratio
	Cash Ratio

	2024
	242,494
	158,291
	79,355
	26,783
	1.53
	1.03
	0.17

	2023
	258,851
	161,148
	88,273
	42,751
	1.60
	1.06
	0.27

	2022
	338,040
	216,473
	140,181
	66,740
	1.56
	0.92
	0.31

	2021
	337,146
	216,787
	134,469
	60,813
	1.56
	0.94
	0.28

	2020
	326,843
	179,510
	120,430
	57,153
	1.82
	1.15
	0.32
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	Year
	Cost of Sales (£m)
	Average Inventory (£m)
	Inventory Turnover
	Net Sales (£m)
	Average Accounts Receivable (£m)
	Accounts Receivable Turnover

	2024
	-280,885
	(79,355 + 88,273) / 2 = 83,314
	3.37
	394,879
	(114,182 + 112,596) / 2 = 113,389
	3.48

	2023
	-322,897
	(88,273 + 140,181) / 2 = 114,227
	2.82
	420,457
	(112,596 + 112,346) / 2 = 112,471
	3.74

	2022
	-390,459
	(140,181 + 134,469) / 2 = 137,325
	2.84
	542,751
	(112,346 + 129,215) / 2 = 120,280
	4.51

	2021
	-428,586
	(134,469 + 120,430) / 2 = 127,450
	3.36
	601,602
	(129,215 + 129,433) / 2 = 129,324
	4.65

	2020
	-438,424
	(120,430 + 120,430) / 2 = 120,430
	3.64
	614,680
	(129,433 + 129,433) / 2 = 129,433
	4.75



	Year
	Cost of Sales (£m)
	Average Accounts Payable (£m)
	Accounts Payable Turnover
	Net Sales (£m)
	Total Assets (£m)
	Asset Turnover

	2024
	-280,885
	(72,031 + 57,033) / 2 = 64,532
	4.36
	394,879
	323,354
	1.22

	2023
	-322,897
	(57,033 + 71,373) / 2 = 64,203
	5.03
	420,457
	355,872
	1.18

	2022
	-390,459
	(71,373 + 92,707) / 2 = 82,040
	4.76
	542,751
	504,163
	1.08

	2021
	-428,586
	(92,707 + 83,229) / 2 = 87,968
	4.87
	601,602
	510,348
	1.18

	2020
	-438,424
	(83,229 + 83,229) / 2 = 83,229
	5.26
	614,680
	510,290
	1.20



	Year
	Total Liabilities (£m)
	Shareholders' Equity (£m)
	Debt-to-Equity Ratio
	Total Assets (£m)
	Debt Ratio

	2024
	170,249
	153,105
	1.11
	323,354
	0.53

	2023
	176,952
	178,920
	0.99
	355,872
	0.50

	2022
	235,757
	268,406
	0.88
	504,163
	0.47

	2021
	234,399
	275,949
	0.85
	510,348
	0.46

	2020
	196,989
	313,301
	0.63
	510,290
	0.39




[bookmark: _Toc215584422]Gearing (Leverage) Ratios
	Year
	Total Liabilities (£m)
	Shareholders' Equity (£m)
	Debt-to-Equity Ratio
	Total Assets (£m)
	Debt Ratio

	2024
	170,249
	153,105
	1.11
	323,354
	0.53

	2023
	176,952
	178,920
	0.99
	355,872
	0.50

	2022
	235,757
	268,406
	0.88
	504,163
	0.47

	2021
	234,399
	275,949
	0.85
	510,348
	0.46

	2020
	196,989
	313,301
	0.63
	510,290
	0.39



	Year
	Operating Income (£m)
	Interest Expenses (£m)
	Interest Coverage Ratio

	2024
	-15,297
	3,361
	-4.55

	2023
	-85,301
	4,332
	-19.70

	2022
	14,548
	2,200
	6.62

	2021
	23,253
	566
	41.08

	2020
	37,267
	1,422
	26.18
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	Year
	Operating Cash Flow (£m)
	Current Liabilities (£m)
	Operating Cash Flow Ratio
	Capital Expenditures (£m)
	Free Cash Flow (£m)

	2024
	14,822
	158,291
	0.09
	8,428
	6,394

	2023
	25,190
	161,148
	0.16
	13,877
	11,313

	2022
	10,926
	216,473
	0.05
	20,585
	-9,659

	2021
	40,283
	216,787
	0.19
	17,041
	23,242

	2020
	73,392
	179,510
	0.41
	23,234
	50,158
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Altman Z-Score Calculation for 2020
	Year
	X1 (Working Capital)
	X2 (Retained Earnings)
	X3 (EBIT)
	X4 (Market Value of Equity)
	X5 (Sales)
	Z-Score Calculation
	Z-Score

	2020
	(326,843 - 179,510) / 510,290 = 0.29
	324,990 / 510,290 = 0.64
	37,267 / 510,290 = 0.07
	313,301 / 510,290 = 0.61
	614,680 / 510,290 = 1.20
	Z = 1.2 * 0.29 + 1.4 * 0.64 + 3.3 * 0.07 + 0.6 * 0.61 + 1.0 * 1.20
	1.85



Altman Z-Score Calculation for 2021
	Year
	X1 (Working Capital)
	X2 (Retained Earnings)
	X3 (EBIT)
	X4 (Market Value of Equity)
	X5 (Sales)
	Z-Score Calculation
	Z-Score

	2021
	(337,146 - 216,787) / 510,348 = 0.24
	330,291 / 510,348 = 0.65
	23,253 / 510,348 = 0.05
	275,949 / 510,348 = 0.54
	601,602 / 510,348 = 1.18
	Z = 1.2 * 0.24 + 1.4 * 0.65 + 3.3 * 0.05 + 0.6 * 0.54 + 1.0 * 1.18
	1.48



Altman Z-Score Calculation for 2022
	Year
	X1 (Working Capital)
	X2 (Retained Earnings)
	X3 (EBIT)
	X4 (Market Value of Equity)
	X5 (Sales)
	Z-Score Calculation
	Z-Score

	2022
	(338,040 - 216,473) / 504,163 = 0.24
	330,698 / 504,163 = 0.66
	14,548 / 504,163 = 0.03
	268,406 / 504,163 = 0.53
	542,751 / 504,163 = 1.08
	Z = 1.2 * 0.24 + 1.4 * 0.66 + 3.3 * 0.03 + 0.6 * 0.53 + 1.0 * 1.08
	1.25



Altman Z-Score Calculation for 2023
	Year
	X1 (Working Capital)
	X2 (Retained Earnings)
	X3 (EBIT)
	X4 (Market Value of Equity)
	X5 (Sales)
	Z-Score Calculation
	Z-Score

	2023
	(258,851 - 161,148) / 355,872 = 0.28
	232,460 / 355,872 = 0.65
	-85,301 / 355,872 = -0.24
	178,920 / 355,872 = 0.50
	420,457 / 355,872 = 1.18
	Z = 1.2 * 0.28 + 1.4 * 0.65 + 3.3 * -0.24 + 0.6 * 0.50 + 1.0 * 1.18
	Z = 0.16



Altman Z-Score Calculation for 2024
	Year
	X1 (Working Capital)
	X2 (Retained Earnings)
	X3 (EBIT)
	X4 (Market Value of Equity)
	X5 (Sales)
	Z-Score Calculation
	Z-Score

	2024
	(242,494 - 158,291) / 323,354 = 0.26
	208,431 / 323,354 = 0.64
	-15,297 / 323,354 = -0.05
	153,105 / 170,249 = 0.90
	394,879 / 323,354 = 1.22
	Z = 1.2 * 0.26 + 1.4 * 0.64 + 3.3 * -0.05 + 0.6 * 0.90 + 1.0 * 1.22
	Z = 2.803
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[bookmark: _Hlk215440591]Cash Operating Cycle for 2024
	Component
	Formula
	Value on Formula
	Result (Days)

	Inventory Days (DIO)
	(Inventory / Cost of Sales) * 365
	(79,355 / 280,885) * 365
	103.12

	Account Receivable Days (DSO)
	(Accounts Receivable / Net Sales) * 365
	(114,182 / 394,879) * 365
	105.54

	Days Payables Outstanding (DPO)
	(Accounts Payable / Cost of Sales) * 365
	(72,031 / 280,885) * 365
	93.60

	Cash Operating Cycle (COC)
	DIO + DSO - DPO
	103.12 + 105.54 - 93.60
	115.06


 
Cash Operating Cycle for 2023 
	Component
	Formula
	Value on Formula
	Result (Days)

	Inventory Days (DIO)
	(Inventory / Cost of Sales) * 365
	(88,273 / 322,897) * 365
	99.67

	Account Receivable Days (DSO)
	(Accounts Receivable / Net Sales) * 365
	(112,596 / 420,457) * 365
	97.49

	Days Payables Outstanding (DPO)
	(Accounts Payable / Cost of Sales) * 365
	(57,033 / 322,897) * 365
	64.44

	Cash Operating Cycle (COC)
	DIO + DSO - DPO
	99.67 + 97.49 - 64.44
	132.72


 

Cash Operating Cycle for 2022
	Component
	Formula
	Value on the Formula
	Result (Days)

	Inventory Days (DIO)
	(Inventory / Cost of Sales) * 365
	(140,181 / 390,459) * 365
	130.51

	Account Receivable Days (DSO)
	(Accounts Receivable / Net Sales) * 365
	(112,346 / 542,751) * 365
	75.43

	Days Payables Outstanding (DPO)
	(Accounts Payable / Cost of Sales) * 365
	(71,373 / 390,459) * 365
	66.65

	Cash Operating Cycle (COC)
	DIO + DSO - DPO
	130.51 + 75.43 - 66.65
	139.29


 
Cash Operating Cycle for 2021
	Component
	Formula
	Value on the Formula
	Result (Days)

	Inventory Days (DIO)
	(Inventory / Cost of Sales) * 365
	(134,469 / 428,586) * 365
	114.53

	Account Receivable Days (DSO)
	(Accounts Receivable / Net Sales) * 365
	(129,215 / 601,602) * 365
	78.50

	Days Payables Outstanding (DPO)
	(Accounts Payable / Cost of Sales) * 365
	(92,707 / 428,586) * 365
	78.80

	Cash Operating Cycle (COC)
	DIO + DSO - DPO
	114.53 + 78.50 - 78.80
	114.23



Cash Operating Cycle for 2020
	Component
	Formula
	Value on the Formula
	Result (Days)

	Inventory Days (DIO)
	(Inventory / Cost of Sales) * 365
	(120,430 / 438,424) * 365
	100.05

	Account Receivable Days (DSO)
	(Accounts Receivable / Net Sales) * 365
	(129,433 / 614,680) * 365
	76.65

	Days Payables Outstanding (DPO)
	(Accounts Payable / Cost of Sales) * 365
	(83,229 / 438,424) * 365
	68.81

	Cash Operating Cycle (COC)
	DIO + DSO - DPO
	100.05 + 76.65 - 68.81
	107.89
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	Year
	Cash Inflows (£m)
	Cumulative Cash Flow (£m)
	Calculation

	Year 1
	10
	10
	Initial inflow = 10

	Year 2
	12
	22
	10 + 12 = 22

	Year 3
	14
	36
	22 + 14 = 36

	Year 4
	10
	46
	36 + 10 = 46

	Year 5
	8
	54
	46 + 8 = 54

	Payback Period
	
	3 years (from the cumulative cash flow reaching £36m at Year 3) + 0.4 year (from Year 4)
	= 3.4 years



	Year
	Cash Inflows (£m)
	Cumulative Cash Flow (£m)
	Calculation

	Year 1
	6
	6
	Initial inflow = 6

	Year 2
	6
	12
	6 + 6 = 12

	Year 3
	6
	18
	12 + 6 = 18

	Year 4
	6
	24
	18 + 6 = 24

	Year 5
	6
	30
	24 + 6 = 30

	Payback Period
	
	5 years (the cumulative cash flow reaches £30m)
	= 5 years



	Year
	Cash Inflows (£m)
	Cumulative Cash Flow (£m)
	Calculation

	Year 1
	5
	5
	Initial inflow = 5

	Year 2
	10
	15
	5 + 10 = 15

	Year 3
	20
	35
	15 + 20 = 35

	Year 4
	25
	60
	35 + 25 = 60

	Year 5
	15
	75
	60 + 15 = 75

	Payback Period
	
	3 years (from the cumulative cash flow reaching £35m at Year 3) + 0.6 year (from Year 4)
	= 3.6 years
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	Project
	Initial Investment
	Net Cash Inflows (Year 1-5)
	Total Cash Inflows
	Average Annual Cash Inflows
	Annual Depreciation
	Average Annual Profit
	ARR Formula
	ARR (%)

	Project A
	£40m
	£10m, £12m, £14m, £10m, £8m
	£54m
	£54m / 5 = £10.8m
	£40m / 5 = £8m
	£10.8m - £8m = £2.8m
	(£2.8m / £40m) * 100
	7%

	Project B
	£30m
	£6m, £6m, £6m, £6m, £6m
	£30m
	£30m / 5 = £6m
	£30m / 5 = £6m
	£6m - £6m = £0m
	(£0m / £30m) * 100
	0%

	Project C
	£50m
	£5m, £10m, £20m, £25m, £15m
	£75m
	£75m / 5 = £15m
	£50m / 5 = £10m
	£15m - £10m = £5m
	(£5m / £50m) * 100
	10%
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	Project
	Initial Investment
	Cash Inflows (Year 1-5)
	Formula for NPV Calculation
	NPV

	Project A
	£40m
	£10m, £12m, £14m, £10m, £8m
	NPV = [10 / (1 + 0.10)^1] + [12 / (1 + 0.10)^2] + [14 / (1 + 0.10)^3] + [10 / (1 + 0.10)^4] + [8 / (1 + 0.10)^5] - 40
	£1.34m

	Project B
	£30m
	£6m, £6m, £6m, £6m, £6m
	NPV = [6 / (1 + 0.10)^1] + [6 / (1 + 0.10)^2] + [6 / (1 + 0.10)^3] + [6 / (1 + 0.10)^4] + [6 / (1 + 0.10)^5] - 30
	-£7.24m

	Project C
	£50m
	£5m, £10m, £20m, £25m, £15m
	NPV = [5 / (1 + 0.10)^1] + [10 / (1 + 0.10)^2] + [20 / (1 + 0.10)^3] + [25 / (1 + 0.10)^4] + [15 / (1 + 0.10)^5] - 50
	£4.25m
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