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[bookmark: _Toc217280887]Introduction
The financial problem that is being discussed in the scope of this report is the strategic financial challenge of restoring value and stability at General Electronics, the international consumer electronics company that is currently undergoing the incessant financial decline. As Chief Financial Officer, the main challenge is a diagnosis of the financial deficiencies of the firm in the last five years (2020-2024) and map out a financially plausible turnaround process with global scalability that is founded on solid financial evidence. The analysis of financial statements is a vital element of such a process because it allows the systematically assessing profitability, liquidity, efficiency, and solvency, and therefore makes informed strategic decisions on both operational and corporate levels. 


[bookmark: _Toc217280888]1.0 Financial Health Check of General Electronics (2020–2024)

[bookmark: _Toc217280889]1.1 Analysis of the Firm’s Financial Statements

This section will assess financial statement analysis of General Electronics from 2020 to 2024. In the income statement, it can be seen that revenues not only contract sharply, £614.7bn (2020) to £394.9bn (2024), but also that the profitability will shift towards a systematic operating and net loss. The balance sheet reveals that the total assets have been worn down in a material manner (-36.6 percent in five years), the equity dwindled, and the use of debt financing increased. In the meantime, cash flow statement indicates a decline in operating cash flow generation, an increase in volatility, and an increase in reliance on working-capital flow as opposed to operating profitability. All these statements show that the decline in the financial health of the firm is structural and not cyclical, and that requires ratio-based analysis which is an integrated evaluation of industry as well as macroeconomic conditions. 
[bookmark: _Toc217280890]1.2 Profitability Ratio Analysis 
Profitability ratios evaluate the ability of the firm to change the revenues, assets and equity into sustainable earnings (Atrill & McLaney, 2017). The decreasing profitability of General Electronics 2020-2024 should thus be compared to the post-pandemic demand normalisation, world inflation, geopolitical friction, and the unpredictable semiconductor market volatility.
Gross profit margins were not especially high and varied around 28 percent during 2020-2022 due to the short-term pricing support caused by the global chip shortages. Diversified electronics firms like Sony Group and LG Electronics also had similar margin resilience which buoyed them temporarily because of limited supply and postponed consumer demand (Sony Group, 2023; LG Electronics, 2023). But in 2023, the gross margin of General Electronics dropped drastically to 23.2% signifying that increasing component prices, inflation in the logistics and escalated price competition could not be transferred to consumers any longer. Although marginal improved to 28.9 in 2024, this had not translated to earnings, indicating the existence of more underlying inefficiencies of operations.
This inefficiency is clearly observed in the operating and net margin that worsened in 2023 to -20.3 and -23.4 compared to 2020 +6.1 and +6.3. Other similar companies like HP Inc. and Dell Technologies also showed margin compression over the same time and had positive operating margins because they had better cost discipline and operating models that were scaled (HP Inc., 2024; Dell Technologies, 2024). Both the asset deployment and equity financing proved not to contribute to the economic returns as the collapse in ROA and ROE of General Electronics confirm. These interconnected declines indicate the declining profitability directly undermined equity, augmented leverage and curtailed financial flexibility, which underpin the susceptibility of the firm to external shocks (Ramdhan et al., 2025; Rashid, 2021).
[bookmark: _Toc217280891]1.2 Liquidity Ratio Analysis
Liquidity ratios assess the short-term solvency, but should be put into perspective of industry operating risk and macroeconomic stress (Keown et al., 2024). Whereas General Electronics has continued to have a current ratio of more than 1 in the period, the decrease in liquidity buffer of 1.82 (2020) to 1.53 (2024) demonstrates a decreased liquidity buffer and not a strong liquidity buffer.
Declining of the quick ratios to about 0.91-0.93 indicates that there is more reliance on inventory turnover, which increases the risk of cash flows in a business environment that is highly technologically obsolescent (Sodhi and Lee, 2007). Conversely, other peers like Sony Group were in a better position because they utilized supply-chain planning and inventory analytics resulting in better quick and cash ratios (Sony Group, 2023). The further decline in the cash ratio to 0.17 additional puts General Electronics at risk of revenue shocks, particularly amid high-interest rates, in which refinancing rates have gone up all over the world.
More importantly, liquidity weakness is not independent with the decrease in profitability. Recurrent operating losses decreased the retained earnings, limited internal financing and augmented the dependency on the short time credit facilities, ascertaining a negative response loop amid liquidity strain and earnings decay.
[bookmark: _Toc217280892]1.3 Efficiency Ratio Analysis
Efficiency ratios indicate the effectiveness of conversion of assets into revenue and cash. The asset turnover of General Electronics has decreased in 2022 to 1.08 (2020) and again slightly increased to 1.22 in 2024. This restoration seems to be a contraction of assets rather than operational restoration raising issues on sustainability.
The days outstanding rose sharply and stood at more than 100 days in 2024, whereas inventory days were structurally high. Other similar manufacturers like LG Electronics minimized inventory risk by use of demand-based output and online forecasting to reduce working-capital pressure (LG Electronics, 2023). In the case of General Electronics, long operating cycles had a direct adverse effect on liquidity and quality of cash-flows, which shows how efficiency ratios and short-term solvency are connected to each other.
[bookmark: _Toc217280893]1.4 Gearing Ratio Analysis 
Leverage ratios represent a significant change in the financial risk. The debt-to-equity ratio increased to 1.11 with the growth of the equity multiplier to 2.11, as compared to 0.63 (2020). This change indicates that there is a decline in equity and not productive leverage. The increasing interest rates in the world after the tightening of the monetary policy after the pandemic further contributed to debt-servicing pressure throughout the electronics industry (IMF, 2024).
Debt interest coverage turned negative in loss years, and this was an indication that it could not service its debt through its operations. In contrast to diversified competitors, like Dell Technologies, that refinanced their debts and maintained coverage ratios, the leverage at General Electronics increased the volatility in earnings and enhanced refinancing risk. This proves that the fragility of the capital structure is tightly connected with the decreasing profitability and low cash production (Siyanbola et al., 2015).
[bookmark: _Toc217280894]1.5 Investment and Market Ratio Analysis 
The performance of shareholders worsened significantly as EPS decreased to -PS1.85 in 2024 and ROE was below 0. Conversely, the companies like HP Inc. maintained a positive albeit lower shareholder returns by restructuring its costs and being capital-disciplined (HP Inc., 2024). In the case of General Electronics, the costs of equity are raised by sustained negative ROE and limit strategic optionability, which deepens the loss of long-term values.
[bookmark: _Toc217280895]1.6 Cash Flow Analysis 
The cash-flow coverage ratios continued to fall, which is a sign of diminishing the capability to turn earnings into liquidity (Atrill & McLaney, 2017). Despite the positive operating cash flows, they were becoming more and more operated by working-capital adjustments and not on the basis of core profitability. This is an extension of some industry-wide issues associated with supply-chain disruption and demand uncertainty, yet the extent of the decay indicates company-specific vulnerabilities in managing cash flow (Schoenmaker and Schramade, 2019).
[bookmark: _Toc217280896]1.7 Built in Trend Analysis: Strengths and New Threats
All these ratios indicate that the financial health of General Electronics is much more interdependent on external economic and industry factors than independent. Reduced profitability undermined liquidity and equity, heightened leverage, decreased interest coverage and diminished strategic flexibility. Notably, there is a pattern of trends in the Appendix ratio of the fact that when the operating margins became negative, retained earnings dropped at a high rate, directly swelling gearing ratios and weakening solvency indicators. The decline in the efficiency ratios further exacerbated the operating cycle hence straining cash flows and dependence on short-term funding. These vulnerabilities were exacerbated in the consumer electronics value chain by post-pandemic normalisation of demand, inflationary pressures, geopolitical tensions and semiconductor supply realignments - driven by the upstream producers like TSMC (TSMC, 2024). 
[bookmark: _Toc217280897]1.8 Corporate Failure Risk Assessment: Altman Z-Score
According to the Altman Z-Score, the immediate bankruptcy will have low risk, mainly because of market-value-based elements. But calculations in the Appendix show that it is disproportionately contributed by such a headline strength of the equity market value element (X4), whereas operating profitability (X3) declined drastically in 2020 but then it shifted to the negative range in years of loss making. In the case of General Electronics, such an imbalance suggests that the Z-Score exaggerates the financial strength because it hides structural weaknesses in earnings and deteriorating retained profits. The negative ROA and ROE would continue to lower the internal capital formation, which may quickly squeeze the Z-Score in case of future market confidence declining. As such, even with a positive numerical rating, General Electronics is at risk of a medium-term failure unless it starts generating profits and cash at a faster rate.
[bookmark: _Toc217280898]2.0 Working Capital Management Analysis
[bookmark: _Toc217280899]2.1 Assessment of the Cash Operating Cycle
The cash operating cycle (COC) measures the length of time a firm’s cash is committed to operational activities before it is recovered through customer receipts and is calculated as receivables days plus inventory days minus payables days (Atrill & McLaney, 2017). For firms experiencing declining profitability and increasing leverage, an extended COC significantly elevates liquidity risk and dependence on external financing.
Appendix B calculations show that General Electronics’ COC deteriorated materially from 112.12 days in 2020 to 138.66 days in 2024. This implies that cash is now tied up in operations for an additional 26.5 days, a development that is particularly concerning given the firm’s declining operating margins, weakening cash ratios and reduced operating cash flow coverage. Rather than reflecting a temporary post-pandemic disruption, the persistent lengthening of the COC indicates structural inefficiencies in working capital management.
The primary driver of this deterioration is the sharp increase in receivables days, which rose from 76.86 days in 2020 to 105.54 days in 2024. This suggests weakened credit discipline, likely arising from the use of extended customer terms to stabilise revenues in a contracting market. While this approach may support short-term sales, it increases default risk and cash-flow volatility during economic downturns (Ismail & Ahmed, 2023). For General Electronics, prolonged receivables directly amplified liquidity pressure at a time when internal cash generation was already deteriorating.
Inventory management further exacerbated the COC. Inventory days peaked at 131.04 days in 2022 before declining to 103.12 days in 2024. Although this reduction appears positive, Appendix data indicate that it coincided with declining sales volumes, implying demand contraction rather than genuine operational optimisation. Inventory holding periods above 100 days represent a critical weakness in the consumer electronics industry, where rapid technological change heightens obsolescence and margin erosion risks (Morgan, 2025). By contrast, peers such as LG Electronics shortened inventory cycles through demand-driven planning and product rationalisation, limiting cash lock-in and write-down exposure (LG Electronics, 2023).
Payable days increased only modestly from 65 days in 2020 to 70 days in 2024, indicating that management did not actively use supplier financing to offset receivables and inventory inefficiencies. While excessive extension of payables may damage supplier relationships, the absence of strategic payables optimisation reflects weak integration of working capital levers. Overall, the lengthening COC has materially weakened General Electronics’ liquidity position and intensified financial risk.
[bookmark: _Toc217280900]2.2 Strategies to Improve Liquidity through Working Capital Reforms
To restore liquidity resilience, General Electronics must adopt a deliberately cash-focused working capital reform agenda. The first priority is receivables management. Credit terms should be segmented by customer risk profile, with tighter limits applied to low-margin or high-risk customers. Enhanced credit monitoring, automated invoicing and early-payment incentives would accelerate cash inflows without materially undermining sales volumes. Empirical evidence suggests that disciplined receivables governance can significantly shorten the cash cycle while maintaining revenue stability (Deloof, 2003; Embat, 2024).
Second, inventory management must shift from reactive stock reductions to analytics-driven optimisation. General Electronics should implement real-time demand forecasting, SKU rationalisation and shorter production runs aligned with product life cycles. Firms adopting such approaches typically reduce inventory days by 20–30% while improving service levels (Embat, 2024). Given the firm’s exposure to rapid technological obsolescence, inventory strategy must be closely integrated with product innovation and portfolio management to prevent value erosion.
Third, payables management should become more strategic rather than passive. Selective extension of payment terms with financially robust suppliers could partially offset long receivables cycles without compromising supply-chain stability. This balanced approach aligns with best-practice cash optimisation models observed in international manufacturing firms (Morgan, 2025). Collectively, these reforms would release trapped cash from operations and reduce reliance on external short-term funding.
[bookmark: _Toc217280901]2.3 Short-Term versus Long-Term Financing Options
The financing implications of General Electronics’ working capital position are significant. Prolonged reliance on short-term facilities such as revolving credit lines provides flexibility but exposes the firm to refinancing and interest-rate risk, particularly given its declining interest coverage and rising leverage. In a high-interest-rate environment, overdependence on short-term funding heightens liquidity vulnerability and financial distress risk (Keown et al., 2024).
A more sustainable approach involves aligning the financing tenor with the nature of working capital requirements. Core, permanent working capital should be funded through longer-term financing, while short-term facilities should be reserved for seasonal fluctuations. Although long-term financing carries higher nominal costs, it reduces rollover risk, stabilises liquidity and enhances financial resilience. For General Electronics, prioritising stability over marginal cost savings is critical given its weakened profitability and cash-generation capacity.
On the whole, the working capital issues of General Electronics are not symptomatic of the disruption in the industry but are indicative of weaknesses in the governance of the firm. Liquidity ailment and restrictive recovery will persist without a decisive reform, which locks-in the cash in the long-term. Nevertheless, a focussed working capital optimisation and an increased alignment of financing can be followed as one of the shortest and the least capital-intensive paths towards stabilisation of the financial position of the firm.
[bookmark: _Toc217280902]3.0 Strategic Financial Restructuring Plan
[bookmark: _Toc217280903]3.1 Recommended Financial Restructuring Options 
The example prepared by General Electronics shows that the financial crisis of the company cannot be fixed by discrete actions only (Appendix C). The high leverage, negative operating earnings, and poor interest coverage are features of the 2024 financial position, which means that financial weakness instead of short-term underperformance prevails. Subsequently, the measure of restructuring effectiveness should not be based on the recovery of short-term profitability, but in terms of minimization of insolvency risk, rebalancing of the capital structure, and strategic flexibility resurgence. Such a package as selective divestiture, reinforced with equity and debt re-profiling in particular, as well as strategic collaboration being selective, is thus suggested.
Option 1: Non-Core Assets Selective Divestiture
The reason why selective divestiture is a priority favours its timeliness and non-dilutive properties. As it can be seen in Appendix C, this decrease of the liabilities in the amount of 10,000 million has a material impact on the leverage as the debt-to-equity ratio shifts to 0.91, and the equity multiplier reduces to 1.91. This is confirmation of the fact that divestiture is a balance-sheet managerial rather than an operational simplification exercise. Keeping subsidiaries and structurally low-margin product lines that are not performing draws opportunity costs in terms of cash consumption and managerial diversion. Scale contraction under distress is rationalisation of risk in the midst of a crisis in the capital-intensive and highly competitive electronics markets, and not a failure in strategy. The trade-off between the constraint of future revenue potential and the maintenance of going-concern value is justified even in instances of divestiture where the former is less important than the latter.
Option 2: Equity injection along with debt re-profiling.
The simple divestiture cannot restore financial strength as it is demonstrated in Appendix C that operating losses remain at low leverage. The 22966 million equity injection boosts the equity of the stockholders to 176071 million and the equity-debt ratio cuts down to 0.48 as opposed to 0.53, which is substantial in enhancing the equity buffers. In a financial distress situation, equity issuance is a value-neutral action in that the issuance helps decrease the anticipated cost of bankruptcy and equalise the expectations of creditors. Despite the increase in the share base caused by a rights issue, the loss per share reduces, but the decrease is not as significant as in the case of the share price now is -1.85 to -1.61 in the case of dilution. Re-profiling of debt also decreases the refinancing risk because of cutting interest cost and alleviating covenant pressure. Collectively, they insulate weakness in short-term earning with solvency risk, and financial optionality returns and allows disciplined reorganization of operations, as opposed to fire-fighting cost measures.
Option 3: Selective Strategic Alliances or Joint Ventures.
According to Appendix C, balance-sheet repair can never fix the structural operational vulnerabilities. But any comprehensive mergers at this point would increase the risk of execution. Joint ventures and targeted alliances provide a less risky option of achieving scale, technology and distribution without a significant increment of leverage. These initiatives must be light in assets, performance based and rolled out after stabilisation of the financial position to ensure they do not compromise the reduction of risk that is realised in recapitalisation.
Integrated Assessment
In general, it can be affirmed that the restructuring package is a risk-containment and option-preservation plan so much more than a profit-maximisation move in the present, as evidenced by Appendix C. The original capital structure is re-optimized to minimize leverage, enhance equity depth and alleviate refinancing pressure; the reformed capital structure will enhance the financial bases required to recover operational sustainability.
[bookmark: _Toc217280904]3.2 Evaluation of Impact on Shareholder Value, Debt Structure, and Operational Flexibility
Shareholder Value
During financial hardships, the creation of value to shareholders needs to be redefined to cease short-term profit maximisation and to create value by safeguarding the values. When it threatens organisational survival and stockholder confidence, exclusive attention to the immediate shareholder payout, as Battilana et al. (2020) posit, might become value-destructive. Divestiture and deleveraging in this regard make the likelihood of financial distress lower and cushion the remaining equity value through a reduction in insolvency risk. Even though the issuance of equity dilutes ownership, pro forma results suggest that such a dilution is ameliorated by downside risk mitigation and higher loss per share, which justify the perception that firm value should be considered to be not only profit-based but also balance-sheet resilient and optionable to grow (Nur Wahyuni & Gani, 2022). The restructuring as such therefore gives emphasis on continuity of value rather than on short-term distributable gains.
Debt Structure
The restructuring has beneficial effects in the debt profile of the firm as it reduces leverage and increases maturity, increasing the probability of reducing refinancing and covenant risk. As empirical studies show, high gearing increases the costs of financial distress and limits the managerial decision-making decisions (Nur Wahyuni & Gani, 2022). Through debt-equity rebalancing, General Electronics lessens the dominance of creditors and the workings of the distress increasing its perceived credit quality and ensuing access to long term funding than simply decreasing interest coverage.
Operational Flexibility
Financial restructuring enhances operational flexibility because it releases the cash that is locked in the inefficient assets and makes the working capital tougher. Better liquidity means that operational shocks are less likely to be converted into financial distress, which Habib and Kayani (2022) say is associated with a strong connection with this variable. However, although divestiture decreases scale, it also increases rigidity against fixed-costs and facilitates more repositioning capital, enhancing the ability of the firm to act strategically to demand fluctuations, and innovation demands.
[bookmark: _Toc217280905]3.3 International and Ethical Considerations

Taxation
Divestitures and capital restructuring made across the international borders should be in accordance with the OECD BEPS principles and local transfer-pricing regulations. Lawful structuring should be aimed at getting tax efficiency and not aggressive avoidance but the credibility of regulation (TaxTMI, 2025).
Currency Risk and Inflation
With the increasing foreign exchange losses, restructuring should also include new improvements in hedging and where possible, local-currency financing (Jabal and Allawi, 2020). Costs pressures due to inflation necessitate conservative scenario planning of restructuring models.
Corporate Social Responsibility (CSR).
Organization involves ethical restructuring, which demands clear communication between the stakeholders, fairness in the redundancy process, and retraining in case workforce is inevitable (Haliward Library and Zu, 2022). The reputational capital and long-term right to continue operating are safeguarded by responsible restructuring 
Governance
Better transparency and elimination of agency effects in restructuring are ensured by an increased level of oversight with an independent director and involvement of the creditors (Ramadan and Morshed, 2024).
[bookmark: _Toc217280906] 3.4 Implementation Roadmap and Performance Metrics
The reorganization ought to be performed in a regionally and danger stepped roadmap to prevent the accumulating economic tension. Phase 1 (03 months) focuses more on liquidity stabilisation by debt forbearance and high-certainty divestitures implemented quickly as it appreciates that preserving cash takes precedence over value creation at this phase. Phase 2 (3-9 months) involves wholesale repair of the balance sheet by way of substantive equity issue and debt re-profiling to recover creditworthiness and lower rollover risk prior to engaging in strategic initiatives. Phase 3 (924 months) focuses on disciplined operational convergence and capital allocation and is measured by future-looking KPIs, such as sustained interest coverage greater than 3x, debt to capital, less than 50 per cent, and low working capital intensity as a structure.
[bookmark: _Toc217280907]4.0 Investment Appraisal and Capital Budgeting Analysis
Considering the reduced profitability, constrained liquidity and increased financial risk at General Electronics, policies to be implemented in making investment decisions should be focused on capital efficiency, increased cash recoveries in shortest time and management of downside risks other than headline scale. In this context, the appraisal is aimed at Payback Period (PBP), Profitability Index (PI) and Internal rate of Return (IRR), which in this context are especially relevant in capital rationing and financial distress.
[bookmark: _Toc217280908]4.1 Payback Period (PBP) Analysis
The payback period (PBP) is the time it takes to recover the initial investment on cumulative cash inflows and it is especially effective in the management of firms facing a liquidity strain. According to Boardman et al. (2006), although PBP theoretically has less merit in comparison with discounted cash flow techniques, it is still a readily applicable metric on the risk associated with the short-term investment.
The shortest payback is 3.4 years in Project A, and it shows a stable and front-loaded inflow, which has good liquidity recovery and less long-duration risk. The cash flows in later years, however, decline and this restricts the upside post-recovery. Project C will pay off in 3.6 years, yet the back-loaded inflows will ensure that the project recovers, with more than 60 percent of the payback in Years 3–4. This makes pre-breakeven more vulnerable to the operations and market risks, but it has higher surplus cash after recovery hence higher long-term value. Project B, which has a 5 years payback, has sluggish, constant inflows, which further capital lock-in and makes the project more prone to financial pressure.
In general, PBP does not make the best decision when dealing with liquidity needs of Project A and underestimation of the long-term potential of Project C: this tool is suited only to screening risks, not to making decisions.
[bookmark: _Toc217280909]4.2 Profitability Index (PI) Analysis 
The Profitability Index (PI) is a value indicator showing how efficiently investments work in relation to present value (PV) of cash inflows to initial investment and decision-making on capital allocation (Doi.org, 2022). 
The project C is the most advantageous in terms of its value proposal where PI = 1.4 26 is high which shows enormous PV inflows in comparison to a moderate start-up investment. This indicates a high long-term profitability and strong potential of returns making it appealing in terms of growth-based or value-oriented approach. Project A has PI of 1.048 which is marginally above the breakeven level. Although it is producing positive value, the fact that it is running with a small margin implies low efficiency, where immediate liquidity is preferred to maximum value extraction. Project B on the other hand has a PI of 0.993, which is slightly below 1 which means the inflows are not enough to recover the investment fully when discounted. This points to poor performances and strategic risk especially in capital-constrained environment.
In general, the trend addresses the issues of PI that focuses on value creation and rewarding projects with back-loaded, high-return, such as C, and selecting the one with low-margin or marginally recovering projects, such as B.
[bookmark: _Toc217280910]4.3 Internal Rate of Return (IRR) 
The Internal rate of Return (IRR) is a discount rate where net present value of cash flows of a project has a net present value (NPV) value of zero and is used as the rate of investment attractiveness (Sun, 2022). The projects that have IRRs that are higher than the required rate of return of the firm are usually considered viable.
The IRR of project C is impressive, with the project having high efficiency to translate investment into prospective cash flows of 28.6 percent. What it means is that that even when discounting is done conservatively, the project would give huge returns and the project would be a good option to be strategic or to grow aggressively. Project A, 10.7 IRR is a bit above usability cost of capital limits, indicating an average profitability and risk worth taking; it can be applicable to the companies that focus on predictable payouts or solvency. On the other hand, the IRR rate of 9.8 in Project B is not high and may even be lower than the operating hurdle rate of the firm, which shows that little value-generating is created and the opportunity cost of taking the project is high.
In general, IRR analysis supplements any value-based measures of performance, such as PI by paying attention to efficiency of returns. C is the predominant, A provides balance between risk and liquidity, and B is weaker in its strategies, which justify the necessity to use the IRR with cash flow timing and risk consideration.
[bookmark: _Toc217280911]4.4 Accounting Rate of Return (ARR)
The Accounting Rate of Return (ARR) compares average accounting profit to the original investment and is especially applicable in the case of General Electronics considering recent losses in operations and the increased interest by the investors, lenders and credit rating partners. ARR is of utility to a CFO mostly as a pointer of how the proposed investments can allow reported profitability and stabilize earnings optics in the short and medium term.
According to the Appendix D, Project C is the most effective in terms of ARR, approximately 10 percent, which is significantly better than Project A with its around 7percent ARR. Project B produces no ARR since operating inflows only cover the depreciation showing no contribution to the earnings recovery or strengthening of the balance sheet. Based on this, Project C remains the only solution that can make a meaningful contribution to the restoration of profitability whilst Project B does not warrant investment of capital given the current financial limitations.
Nevertheless, the fact that ARR uses accounting profits as an indicator of cash generation and does not consider when and whether returns will occur and how much, greatly diminishes the usefulness of ARR as a decision measure in its own right. Considering both liquidity pressures and high leverage levels, ARR is not the primary screening tool General Electronics should implement, but it must be combined with cash-based screening tools, like NPV and IRR to make sure that capital is allocated to the projects that contribute to financial resilience and shareholder value in the most effective way possible.
[bookmark: _Toc217280912]4.5 Net Present Value (NPV)

The level of contribution of each project to the shareholder value will be determined using Net Present Value (NPV) where future cash inflows will be discounted using the required rate of return in General Electronics of 10% and then compared to the amount of cash invested in the project. Due to the poor profitability level and growing capital constraint, NPV is the best primary decision criterion as it directly quantifies the value creation and is consistent with the shareholder wealth maximisation.
Project C will yield the highest present value of inflows of 10% discount rate of £71.28 million, and hence provide a high NPV of £21.28 million. This means that value is created substantially and offers a substantial cushion against forecasting and estimation risk plus makes Project C the most financially appealing choice. Project A generates a slightly low positive NPV at just £1.92 million, where discounted inflows are at 41.92 million implying a low value-adding activity and the sensitivity to variations in most assumptions is high. Conversely, Project B has a negative NPV of -0.21 million because discounted inflows of 29.79M do not completely offset the initial investment which is a negative implication on shareholder value.
The NPV findings in general point towards the fact that Project C is the most preferred and Project A can be considered only with reservations but Project B should not be accepted at the present financial and risk conditions.
[bookmark: _Toc217280913]4.6 Capital Rationing and Final Recommendation
Since there is a ceiling of 60 million pounds to be invested in a given project, only a single project can be undertaken, and alternatives cannot be done because of the existence of a capital limit. Viewing the alternatives critically, the better choice goes to Project C. It provides the best Profitability Index (1.426), and Internal rate of return (28.6), which shows the excellent performance in terms of investment to value and cash growth in the long run. On the other hand, the first project (Project A) offers better inflows that are safier, less risky, but lower payback with a marginally positive PI (see Table 1), thus not optimal in terms of focusing on the capital efficiency and long-term returns. Project B is not performing so well through PBP, PI, and IRR measurement, which are poor cash recovery and low strategic value. Thus, in the case of capital rationing and recovery-oriented approach, Project C will be the best compromise between risk and reward with Projects A and B being postponed or discarded in favor of conserving capital and optimising value creation.
[bookmark: _Toc217280914]4.6 Recommendation Justification: Financial Resilience and Risk 
This Project C suggestion to take priority is validated in comparison to the poor financial performance of General Electronics and the increased threat environment after the COVID-19. The falling profitability, negative payback on equity, and uncertain earnings have shown that the company has a small ability to bear low or uncertain value creation projects (Rashid, 2021; Ramdhan et al., 2025). Here, it is important to have a project with a high positive NPV and high initial cash inflows that would counter the loss of credibility on earnings and long-term value creation (Schoenmaker and Schramade, 2019).
Liquidity-wise, General Electronics has long cash conversion cycles and limited internal financing ability, which is worsened by post-pandemic disruptions to the supply chain and notoriously unstable consumer demand (Mohsin et al., 2021; Morgan, 2025). The more robust and faster cash inflow profile of project C aids in the alleviation of liquidity pressure and dependence on external debt in comparison to marginal projects that may lead to the exacerbation of working capital (Effendie et al., 2022; Ramadan and Gani, 2024).
This recommendation is also supported by the risk considerations. The consumer electronics and semiconductor value chain are still impacted by global economic uncertainty, exchange rate volatility, and geopolitical disruptions, which increase the risk of earnings to companies with low margins (Jabal and Allawi, 2020; Ngui Jia En and Malek, 2021). The larger value buffer in project C will provide greater resilience to these shocks, and the socially responsible and legally sound restructuring goals and purposes (Library and Zu; TaxTMI, 2025). In general, Project C is the most balanced to recover finances, safeguard liquidity, and reduce risks in the post-COVID environment.
[bookmark: _Toc217280915]Conclusion
This is a report that has provided a financial and strategic review of General Electronics during 2020-24 and has shown that the company has significant operational and financial pressure. Ratio and cash flow analyses indicated a decrease in revenues, a consistent decrease in operating earnings, liquidity deterioration, an increasing adverse interest cover, and increased leverage because of a decline in the amount of equity. Though the Altman Z-Score findings indicate that the company has a low bankruptcy probability in the short term, the fact that it continues to make losses and fails to manage its working capital optimally raises the insolvency risk in the long term considerably.
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[bookmark: _Toc217280917]Appendices

1. [bookmark: _Toc217280918]Table A1-Profitability Ratios (2020–2024)

	1. Gross profit margin = Gross profit / Net sales

	2. Operating profit margin = Operating income / Net sales

	3. Net profit margin = Net income / Net sales

	4. Return on Assets (ROA) = Net Income / Total Assets

	5. Return on Equity (ROE) = Net Income / Shareholders’ Equity



	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Gross Profit Margin
	Gross Profit / Net Sales
	28.67%
	28.76%
	28.06%
	23.20%
	28.87%

	Operating Profit Margin
	Operating Income / Net Sales
	6.06%
	3.87%
	2.68%
	−20.29%
	−3.87%

	Net Profit Margin
	Net Income / Net Sales
	6.28%
	0.88%
	0.08%
	−23.36%
	−6.09%

	Return on Assets (ROA)
	Net Income / Total Assets
	7.56%
	1.04%
	0.08%
	−27.60%
	−7.43%

	Return on Equity (ROE)
	Net Income / Shareholders’ Equity
	12.31%
	1.92%
	0.15%
	−54.91%
	−15.69%


Table 1: Calculation of  Profitability Ratio

Figure 1: Profitability Performance Ratios, 2020–2024
2. [bookmark: _Toc217280919]Table A2- Liquidity Ratios (2020–2024)

	1. Current ratio = Current assets / Current liabilities

	2. Quick ratio = (Current assets – Inventories) / Current liabilities

	3. Cash ratio = Cash and cash equivalents / Current liabilities



	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Current Ratio
	Current Assets / Current Liabilities
	1.82
	1.56
	1.56
	1.61
	1.53

	Quick Ratio
	(Current Assets − Inventory) / Current Liabilities
	1.15
	0.93
	0.91
	1.06
	1.03

	Cash Ratio
	Cash and Cash Equivalents / Current Liabilities
	0.32
	0.28
	0.31
	0.27
	0.17


Table 2: Liquidity Ratio (Self-Prepared)



Figure 2: Liquidity Performance Ratios, (2020–2024)

3. [bookmark: _Toc217280920]Table A3: Efficiency Ratios (2020–2024)

	1. Asset turnover = Net sales ÷Total assets

	2. Fixed asset turnover = Net sales ÷Property, plant and equipment

	3. Receivable’s days = (Accounts receivable ÷Net sales) × 365

	4. Inventory days = (Inventories ÷Cost of sales) × 365



	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Asset Turnover
	Net Sales / Total Assets
	1.20
	1.18
	1.08
	1.18
	1.22

	Fixed Asset Turnover
	Net Sales / Property, Plant and Equipment
	7.04
	8.06
	8.64
	9.42
	11.54

	Receivables Days
	(Trade Receivables / Net Sales) × 365
	76.86
	78.40
	75.55
	97.74
	105.54

	Inventory Days
	(Inventory / Cost of Sales) × 365
	100.26
	114.52
	131.04
	99.78
	103.12


Table 3 : Efficiency Ratios (Self-Prepared)


Figure 3: Efficiency  Performance Ratios, (2020–2024)
4. [bookmark: _Toc217280921]Table A4: Gearing Ratios (2020–2024)

	1. Interest coverage ratio = EBIT / Interest expense

	2. Debt to equity ratio = Total liabilities / Shareholders’ equity

	3. Debt to capital ratio = Total liabilities / (Total liabilities + Shareholders’ equity)

	4. Equity multiplier = Total assets / Shareholders’ equity



	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Interest Coverage Ratio
	EBIT / Interest Expense
	26.21
	41.08
	6.61
	−19.70
	−4.55

	Debt to Equity Ratio
	Total Liabilities / Shareholders’ Equity
	0.63
	0.85
	0.88
	0.99
	1.11

	Debt to Capital Ratio
	Total Liabilities / (Debt + Equity)
	0.39
	0.46
	0.47
	0.50
	0.53

	Equity Multiplier
	Total Assets / Shareholders’ Equity
	1.63
	1.85
	1.88
	1.99
	2.11


Table 4: Gearing Ratios (Self-Prepared)

Figure 4: Gearing Ratios, (2020–2024)
5. [bookmark: _Toc217280922]Table A5: Investment Ratios (2020–2024)

	1. Earnings per share = Net income / Shares outstanding

	2. Price to earnings ratio = Market price per share / Earnings per share

	3. Return on equity = Net income / Shareholders’ equity

	4. Return on assets = Net income / Total assets


Assumed market price per share: £120
	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Earnings per Share (EPS) (£)
	Net Income / Shares Outstanding
	2.78
	0.39
	0.03
	−7.64
	−1.85

	Price–Earnings Ratio
	Market Price per Share / EPS
	43.17
	304.81
	3,745.36
	Not meaningful
	Not meaningful

	Return on Equity (ROE)
	EBIT / Shareholders’ Equity
	11.89%
	8.43%
	5.42%
	−47.68%
	−9.99%


Table 5: Investment Ratios (Self-Prepared)

Figure 5: Investment Ratios, (2020–2024)

[bookmark: _Toc217280923]6. Table A6: Cash Flow Ratios (2020–2024)

	1. Operating cash flow ratio = Operating cash flow / Current liabilities

	2. Cash flow to debt ratio = Operating cash flow / Total liabilities

	3. Cash flow margin = Operating cash flow / Net sales



	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Operating Cash Flow Ratio
	Operating Cash Flow / Current Liabilities
	0.41
	0.19
	0.05
	0.16
	0.09

	Cash Flow to Debt Ratio
	Operating Cash Flow / Total Liabilities
	0.37
	0.17
	0.05
	0.14
	0.09

	Cash Flow Margin
	Operating Cash Flow / Net Sales
	11.94%
	6.70%
	2.01%
	5.99%
	3.75%


Table 6: Cash Flow Ratios (Self-Prepared)

Figure 6: Cash Flow Ratios Comparison (Self-Prepared)
[bookmark: _Toc217280924]7. Table A7: Altman Z-Score Calculation (2020–2024)
	Z = 1.2X1 + 1.4X2 + 3.3X3 + 0.6X4 + 1.0X5



	Component
	Formula
	2020
	2021
	2022
	2023
	2024

	X1
	(Current Assets − Current Liabilities) / Total Assets
	0.29
	0.24
	0.24
	0.27
	0.26

	X2
	Retained Earnings / Total Assets
	0.64
	0.65
	0.66
	0.65
	0.64

	X3
	EBIT / Total Assets
	0.07
	0.05
	0.03
	−0.24
	−0.05

	X4
	Market Value of Equity / Total Liabilities
	8.46
	6.89
	6.47
	8.72
	9.13

	X5
	Net Sales / Total Assets
	1.20
	1.18
	1.08
	1.18
	1.22

	Altman Z-Score
	Weighted Sum
	7.76
	6.65
	6.26
	6.87
	7.76


Table 7: Altman Z-Score Calculation (2020–2024)

Figure 7: Altman Z-Score Calculation (2020–2024)
Appendix B: Working Capital Calculations
1. [bookmark: _Toc217280925]Table B1: Cash Operating Cycle Components (Days)
	2. Receivables days = (Trade receivables / Net sales) × 365 

	3. Inventory days = (Inventory / Cost of sales) × 365

	4. Payables days = (Trade payables / Cost of sales) × 365

	5. Cash operating cycle = Receivables days + Inventory days − Payables days


NOTE: The calculation of payables days uses trade payables data and cost of sales from the dataset, and all values are rounded to two decimal places.
	Year
	Receivables Days
	Inventory Days
	Payables Days
	Cash Operating Cycle

	2020
	76.86
	100.26
	65.00
	112.12

	2021
	78.40
	114.52
	66.00
	126.92

	2022
	75.55
	131.04
	68.00
	138.59

	2023
	97.74
	99.78
	69.00
	128.52

	2024
	105.54
	103.12
	70.00
	138.66



FIGURE: Working Capital Calculations

Appendix C: Pro Forma Financial Restructuring Workings
The Excel-style calculations presented in Appendix C support the Strategic Financial Restructuring Plan by applying the restructuring assumptions from Section 3 to General Electronics’ 2024 financial position.




· Key restructuring assumptions

1. [bookmark: _Toc217280926]Table C1: Pro Forma Statement of Financial Position Impact (2024)
Note: Net asset growth reflects the equity injection net of divestment proceeds.
	Item (£ million)
	Actual 2024
	Adjustment
	Pro‑Forma 2024

	Total Assets
	323,354
	+12,966
	336,320

	Total Liabilities
	170,249
	−10,000
	160,249

	Shareholders’ Equity
	153,105
	+22,966
	176,071





FIGURE: Pro Forma Statement of Financial Position Impact (2024)
2. [bookmark: _Toc217280927]Table C2: Pro Forma Capital Structure Ratios
	Ratio
	Formula
	Actual 2024
	Pro‑Forma 2024

	Debt to Equity
	Total Liabilities / Equity
	1.11
	0.91

	Debt to Capital
	Liabilities / (Liabilities + Equity)
	0.53
	0.48

	Equity Multiplier
	Total Assets / Equity
	2.11
	1.91




FIGURE: Pro‑Forma Capital Structure Ratios

The pro forma outcomes indicate a significant decrease in leverage alongside enhanced balance sheet strength.
[bookmark: _Toc217280928]Table C3: Interest Coverage Sensitivity
	Item
	Actual 2024
	Pro‑Forma 2024

	EBIT (£ million)
	−15,297
	−15,297

	Interest Expense (£ million)
	3,361
	2,857

	Interest Coverage (EBIT / Interest)
	−4.55
	−3.36


Note: Interest expense decreases in proportion to the £10,000 million reduction in outstanding debt.

FIGURE: Interest Coverage Sensitivity
[bookmark: _Toc217280929]Table C4: Equity Dilution and EPS Impact
	Item
	Actual 2024
	Pro‑Forma 2024

	Shares Outstanding (million)
	12,959
	14,903

	Net Income (£ million)
	−24,029
	−24,029

	Earnings per Share (£)
	−1.85
	−1.61



NOTE: Although the rights issue expands the share base, it reduces losses per share, indicating dilution with stabilising effects.

FIGURE: Equity Dilution and EPS Impact
[bookmark: _Toc217280930][bookmark: _Hlk217157853]Table C5: Liquidity and Solvency Improvement Indicators
	Metric
	Actual 2024
	Pro‑Forma 2024

	Operating Cash Flow to Debt
	0.09
	0.09

	Debt Reduction (£ million)
	–
	10,000

	Equity Buffer Increase (£ million)
	–
	22,966




FIGURE: Liquidity and Solvency Improvement Indicators
[bookmark: _Toc217280931]INTERPRETATION FOR APPENDIX C
The combination of equity capital and asset divestiture as revealed in Appendix C shows that this process has a strong rebalancing effect on the financial risk profile of General Electronics. Despite the fact that the base-case estimates suggest that operating losses are still experienced in the immediate future, the restructuring has a meaningful compression of leverage, restoring the equity depth, and balancing out the balance-sheet vulnerability. Notably, the usefulness of the intervention is not about recovering the income immediately but rather, its ability to lessen the risk of insolvency, normalise expectations among the creditors and restore the financing facilities. The revised capital structure by separating short-term performance failure with existential financial danger increases both managerial and strategic levels of freedom to undergo a disciplined operational restructuring and discretionary investment as opposed to responding to a call to fire cost reduction. This meaning means that as restructuring it needs to be seen as a risk-containment and option-preservation move and not as an effort to maximize profits, providing the financial bases on which sustainable operating renewal can actually take place.


Appendix D: Investment Appraisal and Capital Budgeting Calculations
[bookmark: _Toc217280932]Table D1: Payback Period (PBP) Calculations
	




	Project
	Annual Cash Inflows (£m)
	Cumulative Cash Flows (£m)
	Payback Period (Years)

	A
	10, 12, 14, 10, 8
	10, 22, 36, 46, 54
	3.4

	B
	6, 6, 6, 6, 6
	6, 12, 18, 24, 30
	5.0

	C
	5, 10, 20, 25, 15
	5, 15, 35, 60, 75
	3.6



[bookmark: _Toc217280933]Table D2: Profitability Index (PI) Calculations
[image: ]
	Project
	PV of Inflows (£m)
	Initial Investment (£m)
	Profitability Index

	A
	41.92
	40
	1.048

	B
	29.79
	30
	0.993

	C
	71.28
	50
	1.426









[bookmark: _Toc217280934]Table D3: Internal Rate of Return (IRR) Estimates
[image: ]
	Project
	Estimated IRR (%)

	A
	10.7

	B
	9.8

	C
	28.6


 
[bookmark: _Toc217280935]Table D4: Accounting Rate of Return (ARR) Estimates

[image: ]
	Project
	Initial Investment (£m)
	Annual Depreciation (£m)
	Total Cash Inflows (£m)
	Average Annual Profit (£m)
	ARR

	A
	40
	8
	54
	(54 − 40) ÷ 5 = 2.8
	7.0%

	B
	30
	6
	30
	(30 − 30) ÷ 5 = 0
	0.0%

	C
	50
	10
	75
	(75 − 50) ÷ 5 = 5.0
	10.0%



[bookmark: _Toc217280936]Table D5: Net Present Value (NPV) Calculations (10% Discount Rate)


NPV= 





	
	Project
	Year 1 (£m)
	Year 2 (£m)
	Year 3 (£m)
	Year 4 (£m)
	Year 5 (£m)
	PV of Inflows (£m)
	NPV (£m)

	A
	9.09
	9.91
	10.51
	6.83
	4.97
	41.32
	+1.32

	B
	5.45
	4.96
	4.51
	4.10
	3.73
	22.74
	−7.26

	C
	4.55
	8.26
	15.02
	17.08
	9.32
	54.23
	+4.23







A rights issue generating £22,966 million in new equity, representing approximately 15% of 2024 shareholders’ equity.



Proceeds of £10,000 million from targeted asset divestments, allocated entirely to debt repayment.



Operating income remains unchanged in the base pro forma scenario to maintain a conservative forecast.



Interest expenses are projected to decrease in line with the reduction in outstanding debt.


Profitability Ratios 

2020	Gross Profit Margin	Operating Profit Margin	Net Profit Margin	Return on Assets (ROA)	Return on Equity (ROE)	0.28670000000000001	6.0600000000000001E-2	6.2799999999999995E-2	7.5600000000000001E-2	0.1231	2021	Gross Profit Margin	Operating Profit Margin	Net Profit Margin	Return on Assets (ROA)	Return on Equity (ROE)	0.28760000000000002	3.8699999999999998E-2	8.8000000000000005E-3	1.04E-2	1.9199999999999998E-2	2022	Gross Profit Margin	Operating Profit Margin	Net Profit Margin	Return on Assets (ROA)	Return on Equity (ROE)	0.28060000000000002	2.6800000000000001E-2	8.0000000000000004E-4	8.0000000000000004E-4	1.5E-3	2023	Gross Profit Margin	Operating Profit Margin	Net Profit Margin	Return on Assets (ROA)	Return on Equity (ROE)	0.23200000000000001	0	0	0	0	2024	Gross Profit Margin	Operating Profit Margin	Net Profit Margin	Return on Assets (ROA)	Return on Equity (ROE)	0.28870000000000001	0	0	0	0	




Liquidity Ratio Comparison  

2020	
Current Ratio	Quick Ratio	Cash Ratio	1.82	1.1499999999999999	0.32	2021	
Current Ratio	Quick Ratio	Cash Ratio	1.56	0.93	0.28000000000000003	2022	
Current Ratio	Quick Ratio	Cash Ratio	1.56	0.91	0.31	2023	
Current Ratio	Quick Ratio	Cash Ratio	1.61	1.06	0.27	2024	
Current Ratio	Quick Ratio	Cash Ratio	1.53	1.03	0.17	




Efficiency Ratio  

2020	Asset Turnover	Fixed Asset Turnover	Receivables Days	Inventory Days	1.2	7.04	76.86	100.26	2021	Asset Turnover	Fixed Asset Turnover	Receivables Days	Inventory Days	1.18	8.06	78.400000000000006	114.52	2022	Asset Turnover	Fixed Asset Turnover	Receivables Days	Inventory Days	1.08	8.64	75.55	131.04	2023	Asset Turnover	Fixed Asset Turnover	Receivables Days	Inventory Days	1.18	9.42	97.74	99.78	2024	Asset Turnover	Fixed Asset Turnover	Receivables Days	Inventory Days	1.22	11.54	105.54	103.12	




Gearing ratios

2020	Interest Coverage Ratio	Debt to Equity Ratio	Debt to Capital Ratio	Equity Multiplier	26.21	0.63	0.39	1.63	2021	Interest Coverage Ratio	Debt to Equity Ratio	Debt to Capital Ratio	Equity Multiplier	41.08	0.85	0.46	1.85	2022	Interest Coverage Ratio	Debt to Equity Ratio	Debt to Capital Ratio	Equity Multiplier	6.61	0.88	0.47	1.88	2023	Interest Coverage Ratio	Debt to Equity Ratio	Debt to Capital Ratio	Equity Multiplier	0	0.99	0.5	1.99	2024	Interest Coverage Ratio	Debt to Equity Ratio	Debt to Capital Ratio	Equity Multiplier	0	1.1100000000000001	0.53	2.11	




Investment Ratios  

2020	Earnings per Share (EPS) (£)	Price–Earnings Ratio	Return on Equity (ROE)	2.78	43.17	0.11890000000000001	2021	Earnings per Share (EPS) (£)	Price–Earnings Ratio	Return on Equity (ROE)	0.39	304.81	8.43E-2	2022	Earnings per Share (EPS) (£)	Price–Earnings Ratio	Return on Equity (ROE)	0.03	3745.36	5.4199999999999998E-2	2023	Earnings per Share (EPS) (£)	Price–Earnings Ratio	Return on Equity (ROE)	0	0	0	2024	Earnings per Share (EPS) (£)	Price–Earnings Ratio	Return on Equity (ROE)	0	0	0	




Cash Flow Ratios  

2020	Operating Cash Flow Ratio	Cash Flow to Debt Ratio	Cash Flow Margin	0.41	0.37	0.11940000000000001	2021	Operating Cash Flow Ratio	Cash Flow to Debt Ratio	Cash Flow Margin	0.19	0.17	6.7000000000000004E-2	2022	Operating Cash Flow Ratio	Cash Flow to Debt Ratio	Cash Flow Margin	0.05	0.05	2.01E-2	2023	Operating Cash Flow Ratio	Cash Flow to Debt Ratio	Cash Flow Margin	0.16	0.14000000000000001	5.9900000000000002E-2	2024	Operating Cash Flow Ratio	Cash Flow to Debt Ratio	Cash Flow Margin	0.09	0.09	3.7499999999999999E-2	




Altman Z-Score Calculation (2020–2024)

X4	Market Value of Equity / Total Liabilities	
0.07	0.05	0.03	−0.24	−0.05	0.64	0.65	0.66	0.65	0.64	0.29	0.24	0.24	0.27	0.26	2020	2021	2022	2023	2024	8.4600000000000009	6.89	6.47	8.7200000000000006	9.1300000000000008	X5	Net Sales / Total Assets	
0.07	0.05	0.03	−0.24	−0.05	0.64	0.65	0.66	0.65	0.64	0.29	0.24	0.24	0.27	0.26	2020	2021	2022	2023	2024	1.2	1.18	1.08	1.18	1.22	Altman Z-Score	Weighted Sum	
0.07	0.05	0.03	−0.24	−0.05	0.64	0.65	0.66	0.65	0.64	0.29	0.24	0.24	0.27	0.26	2020	2021	2022	2023	2024	7.76	6.65	6.26	6.87	7.76	




Working Capital Calculations

Receivables Days	
2020	2021	2022	2023	2024	76.86	78.400000000000006	75.55	97.74	105.54	Inventory Days	
2020	2021	2022	2023	2024	100.26	114.52	131.04	99.78	103.12	Payables Days	
2020	2021	2022	2023	2024	65	66	68	69	70	Cash Operating Cycle	
2020	2021	2022	2023	2024	112.12	126.92	138.59	128.52000000000001	138.66	




Pro Forma Statement of Financial Position Impact (2024)

Actual 2024	Total Assets	Total Liabilities	Shareholders’ Equity	323354	170249	153105	Adjustment	Total Assets	Total Liabilities	Shareholders’ Equity	12966	0	22966	Pro‑Forma 2024	Total Assets	Total Liabilities	Shareholders’ Equity	336320	160249	176071	




Pro‑Forma Capital Structure Ratios

Actual 2024	Debt to Equity	Debt to Capital	Equity Multiplier	1.1100000000000001	0.53	2.11	Pro‑Forma 2024	Debt to Equity	Debt to Capital	Equity Multiplier	0.91	0.48	1.91	




Interest Coverage Sensitivity

EBIT (£ million)	Actual 2024	Pro‑Forma 2024	0	0	Interest Expense (£ million)	Actual 2024	Pro‑Forma 2024	3361	2857	Interest Coverage (EBIT / Interest)	Actual 2024	Pro‑Forma 2024	0	0	




Equity Dilution and EPS Impact


Shares Outstanding (million)	
Actual 2024	Pro‑Forma 2024	12959	14903	Net Income (£ million)	
Actual 2024	Pro‑Forma 2024	0	0	Earnings per Share (£)	
Actual 2024	Pro‑Forma 2024	0	0	





Pro‑Forma 2024	
Operating Cash Flow to Debt	Debt Reduction (£ million)	Equity Buffer Increase (£ million)	0.09	10000	22966	
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Formula applied (interpolation method):

Where:
7y = lower discount rate

73 = higher discount rate
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