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Executive Summary
The scope of the presented report is to analyse the financial performance and problems of a struggling company, namely General Electronics, and propose a turnaround strategy. Accordingly, the report will focus on analysing financial performance using ratios and the Altman Z-score. The report will also discuss the cash operating cycle, financial  restructuring plan, and investment appraisal techniques.The findings reveal that profitability has adversely affected financial performance over the last five years. Similarly, efficiency and gearing ratios are weak due to high inventory turnover and debt-equity ratios. Similarly, the Z-score of 2.80 reflects that the company is moving towards insolvency at a faster rate. Furthermore, the cash operating cycle also increased due to delays in collecting funds and high inventory turnover days. Effective receivables management, inventory management, streamlining payments, and other strategic measures can help the company improve the cash operating cycle. Additionally, enhancing liquidity, advancing operational efficiency, as well as optimising capital structure are some strategic parts of the financial restructuring plan. Moreover, investing in project C is highly beneficial as it has reported the highest NPV, ARR, and PI.
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1. Introduction
General Electronics is operating in the consumer electronics industry and has  struggled over the past few years. The company is facing huge financial difficulties since the last few years, marked by falling business revenues, losses, a declining value of the shareholders. The purpose of the report is to evaluate the company's past performance and identify the main core problems for the purpose of developing a turnaround strategy. Accordingly, the report will focus on analysing the financial performance of the company using a wide range of ratios. Similarly, the cash operating cycle will also be calculated, and several reforms will be identified for improving the liquidity of the company. Additionally, the report will also provide a strategic financial restructuring plan. Lastly, several investment appraisal techniques will be evaluated for the purpose of analysing the viability of the proposed investment.
2. Financial Health Check
Analysis of financial statements
It was identified from analysis of the financial statements of the company that the sales has reduced significantly in the last 5 years. General Electronics has reported sales of £614,680 million in the year 2020, which declined to £394,879 million during 2024. Additionally, the company’s profits also declined from 2020 to 2022, and it even started generating losses from 2023 onwards. The company’s profit of £38,572 million in 2020 turned into losses of £98,238 million and £24,029 million in the years 2023 and 2024. This shows that the company’s financial performance has been adversely affected in the last 5 years. A fall in sales as well as a rise in interest expenses are some of the main causes behind the losses of the company. The below-mentioned section of ratio analysis will help in gaining a better understanding of the company’s financial situation. Different categories of ratios like profitability, liquidity, efficiency, gearing, cash, and investment will be analysed to gain a detailed understanding about the financial condition of General Electronics.
Ratio Analysis including trends, strengths, and threats
(see appendix 1 for detailed calculations)
Profitability 
[bookmark: _Toc2129452502]Figure 1: Profitability ratios of General Electronics from 2020 to 2024

(Source: Self-made)
Profitability ratios can be understood as a financial metric that facilitates evaluating the capability of business entities to generate profits over different variables like expenses, equity, and assets. Some of the examples of profitability ratios include gross profit ratio, net profit ratio, return on equity, and others (Wozniak, 2025). In the same context, it was found from figure 1 (column chart) that the gross profit ratio of the company has shown downwards trend from 2020 to 2023; however, the same improved from 23.20% to 28.87% in the year 2024. A rise in revenues has helped the company in improving gross profit ratio, which can be seen as one of the key strength of the company. In addition to this, the net profit ratio also shows downwards trend as the same reduced from 6.28% to -23.36% in 2023. Although it has slightly improved from -23.36% to -6.09% during 2024; however, a negative net profit ratio is still a sign of trouble for the company. General Electronics lacks in generating profits, which can create obstacles to sustaining the company in the long run. Further, Return on Equity (ROE) has also turned from positive to negative during 2023 and 2024. A slight improvement has been seen as ROE improved from -54.91% to -15.69% in 2024 due to fall in losses. This shows a lack of the company’s capability to use equity effectively to generate higher profits, which was a sign of threat for the company.
Liquidity 
[bookmark: _Toc148200614]Figure 2: Liquidity ratios of General Electronics from 2020 to 2024

(Source: Self-made)
Liquidity ratios like the current ratio and quick ratio are used for evaluating liquidity position. These ratios analyses the relationship between current or quick assets and current liabilities for determining the capability to meet current business obligations (Kimmel, Weygandt and Mitchell, 2021). Figure 2 shows that the current ratio of General Electronics reduced from 1.82 to 1.53 in the last 5 years, reflecting downwards trend. Similarly, the quick ratio also shows a downward trend as it falls from 1.15 to 1.03 during the interim. A fall in current assets was the key reason behind fall in current and quick ratios. Although liquidity ratios of the company has reduced; however, the company has also reduced the portion of current liabilities in the past. The company still has £1.53 of current assets for every £1 of current liabilities, which can be seen as a strength for the company. General Electronics has a sufficient amount of current assets to meet current obligations, which implies that the liquidity position of the company is quite well.
Efficiency 
[bookmark: _Toc2076657826]Figure 3: Efficiency ratios of General Electronics from 2020 to 2024

(Source: Self-made)
Efficiency ratios are used for analysing efficiency in relation to utilisation of different business resources. Asset turnover ratio, inventory turnover ratio, and others are some examples of efficiency ratios (Johnson et al., 2019). It was found from figure 3 (line chart) that the asset turnover ratio of the company ranges between 1.08 to 1.22, which shows the company’s strength in relation to effective use of assets to generate higher sales. However, the inventory turnover ratio of General Electronics has reduced from 3.44 to 2.83 in 2023, which indicates that the company is taking quite longer for converting inventory into sales. This is also one of the key threats to the company. However, the company has improved its inventory turnover ratio from 2.83 to 3.35, which implies that the company is taking appropriate measures to improve inventory efficiency. 
Gearing 
[bookmark: _Toc348399555]Figure 4: Gearing ratios of General Electronics from 2020 to 2024

(Source: Self-made)
Gearing ratios are used to analyse the financial leverage of financial entities. Some examples of gearing ratios includes the debt-equity ratio and interest cover ratio, which facilitate in analysing business capability to meet long-term and interest-related obligations (Lowe, 2021). The debt-equity ratio of the company shows a positive trend as the same rose from 0.63 to 1.11 in the last 5 years, which is a key threat for the company. A rise in debt and fall in equity caused a rise in the debt-equity ratio, which shows that the company can face obstacles in meeting long-term business obligations. Furthermore, interest coverage ratio also turned from positive to negative due to rise in interest and negative EBIT. This is a sign of threat for the company as it implies that General Electronics can face obstacles in meeting interest-related obligations. 
Investment 
[bookmark: _Toc1835590413]Figure 5: Investment ratios of General Electronics from 2020 to 2024

(Source: Self-made)
Book value per share and Earnings Per Share (EPS) are some investment ratios, wherein book value per share reflects net asset value that can be distributed to shareholders during liquidation and EPS is the earnings available with respect to each share (CFI, 2024). Both EPS as well as book value per share also shows a downward trend as they have declined in the last 5 years. EPS turned into negative due to losses of the company, which can be a threat for the company as it will prevent investors from investing in the company. Additionally, a reduction in book value per share also shows that the equity value of the company is gradually decreasing, making company less valuable.
Cash flow
[bookmark: _Toc1852894043]Figure 6: Cash flow ratios of General Electronics from 2020 to 2024

(Source: Self-made)
Cash flow ratios are financial metrics that can be used for measuring the capability of business entities in relation to the payment of liabilities using cash. Some examples of cash flow ratios are the cash ratio and operating cash flow ratio (Gideon, 2025). It has been found from the analysis of the above line chart that operating cash flow has downward trend. General Electronics reported an operating cash flow ratio of 0.41 during 2020, which reduced to 0.09 in the year 2024. A fall in operating cash flows can be seen as one of the key reasons behind the fall in the operating cash flow ratio. This is major threat, which implies that company does not have sufficient amount of operating cash flows to meet current obligations. Additionally, the cash ratio of General Electronics also reduced over a period of last 5 years from 0.32 to 0.17. A fall in cash is the main cause behind a fall in the cash ratio. This is also another threat as company does not have sufficient amount of cash to meet current business obligations. 
Overall, it can be deduced that losses, high debt, low cash flows, and negative EPS are the main concerns for the company, which implies that the financial health of General Electronics is not well. The company is required to take strategic measures for the purpose of improving financial health as well as sustaining business in the long-term.
Altman Z-Score
Altman Z-Score refers to a financial tool that assists business entities in evaluating the possibility of bankruptcy with the help of ratios combination. A higher ratio is safer than compared to lower one. Generally, a score of less than 1.81 is considered a distress zone; whereas, a score above 2.99 is considered a safe zone. Score between 1.82 to 2.98 is under the gray zone (Corporate Finance Institute, 2024). Accordingly, the report has also used Altman Z-Score as a corporate failure prediction model to assess a company’s default risk. The calculations of the Z-score are presented hereunder:
	Altman Z-Score

	Z= 1.2x1 + 1.4x2 + 3.3x3 + 0.6x4 + 1.0x5

	x1=
	Working capital/Total assets
	(242494-158291)/323354
	0.26 

	x2=
	Retained earnings/total assets
	(208431/323354)
	0.64 

	x3=
	EBIT/total assets
	(-15297/323354)
	-0.05 

	x4=
	Equity/total liabilities
	(153105/170249)
	0.90 

	x5=
	Sales/total assets
	(394879/323354)
	1.22 

	Thus,

	Z= 1.2*(0.26)+1.4*(0.64)+3.3*(-0.05)+0.6*(.90)+1*(1.22)

	Z= 2.80 


The above table reflects that the company’s z-score is 2.80, which implies that General Electronics is under the gray zone. This shows that General Electronics cannot face bankruptcy presently; however, in case if the company continues generating losses, then it can move faster towards bankruptcy or insolvency.
3. Working Capital Management Analysis
Cash Operating Cycle
(see appendix 2 for detailed calculations)
[bookmark: _Toc171516859]Figure 7: Cash operating cycle for General Electronics from 2020 to 2024

(Source: Self-made)
Cash operating cycle is also one of the financial metrics, which reflects the time period that business entities take from converting inventory into sales and receiving from debtors. In simple terms, it shows the length of time from cash paid to cash received. Cash operating cycle mainly covers three components, namely inventory days, receivable days, and payable days (CFA, 2019). Cash operating cycle is calculated by adding inventory days and receivable days and deducting payable days. In the same context, it was found from the analysis of the above figure 7 (line chart) that the cash operating cycle of General Electronics has increased from 114 to 162 in the year 2023, but it reduced to 121 during 2024. There are several reasons behind the rise in the cash operating cycle from 2020 to 2023. For instance, inventory days have increased the cash operating cycle of the company. During 2020, inventory days was just 106, which increased to 129 in the year 2024. This reflects that the company is taking quite longer to convert its inventory into sales.
Similarly, receivable days also caused a rise in the cash operating cycle. General Electronics reported receivable days of 77 in the year 2020, which rose to 106 in the year 2024. A rise in receivable days shows that the company is taking longer to collect funds from debtors. Such delay in receiving payments from debtors has reduced the cash flows of the company significantly in the last few years and also affected the cash operating cycle. On the other hand, a fall in payable days is also another reason for a rise in the cash operating cycle. The company reported payable days of 69 during 2020; however, the same reduced to 64 in the year 2023. A fall in payable days shows that the company is frequently paying creditors, which can also be seen as a sign of liquidity distress. Overall, it can be deduced that General Electronics is taking much longer for converting inventory and receiving from debtors. Similarly, it is paying creditors at a faster rate, which has caused a rise in the cash operating cycle in the last 5 years.
Recommend strategies to improve liquidity through working capital reforms 
Several working capital reforms can be introduced for the purpose of improving liquidity, and the same are discussed hereunder:
· Inventory management: Liquidity can be improved through improving inventory management. The effective use of inventory can help the business in improving liquidity. For example, the use of Just-In-Time (JIT) can be an effective tool, wherein businesses can order inventory as per requirements (Taulia, 2023). This can help in improving cash flows and liquidity.
· Streamlining payable: The automation of the payable process can also assist in improving liquidity. Reducing payment times can be an effective solution for improving liquidity, but it might also damage reputation and brand image. Accordingly, automating payable, negotiating with suppliers, and asking for early payment discounts are some of the effective reforms to improve liquidity (Stevens and Somani, 2023).
· Receivables management: The change in payment terms with debtors, as well as offering early payment discounts to debtors, is also the best option for improving liquidity. Early payment discounts can help businesses get cash from receivables, which can improve cash flows and thereby enhance liquidity effectively.
· Refinancing: Refinancing can also be seen as another reform to improve liquidity. Conversion of short-term loans into long-term loans can help in reducing short-term obligations and improving liquidity. Long-term debt can increase cash flows and assist in improving liquidity in the short run.
· Others: Continuous monitoring of cash flows, reducing overstocking, reducing unnecessary expenses as well as selling of unwanted assets are also some of the strategic measures that can be adopted for increasing current assets and reducing current liabilities (Beaver, 2025).
Thus, it can be stated that the above-discussed working capital reforms can prove to be helpful for the company in relation to the improvement of liquidity.
Compare short-term vs long-term financing options
There can be several short as well as long-term financing options available for businesses. Some examples of short-term finance are bank overdraft, short-term loans, cash credit, and others. Bank overdraft is a source, wherein businesses can withdraw funds above set limits from their accounts. It is a flexible and faster way to collect funds. However, overdrafts have a higher interest rate, which can be expensive for businesses. Additionally, a short-term loan is another short-term financing option, wherein funds can be borrowed from banks for a short period. It is a cheaper source of finance and there is no requirement of collateral, which are key advantages of a short-term loan. However, key drawback is that it creates fixed obligation (King, Harrison and Milner, 2022). On the other hand, cash credit is another option, wherein an agreement is made between the bank and business for funding to meet business requirements; however, banks can refuse cash credit during financial hardship of the business (Gupta, 2022).
In addition to this, Equity financing and debt financing are some long-term financing options available for businesses. Equity financing is a source of finance, wherein funds can be collected through issuing shares in the market. On the other hand, debt financing refers to borrowing funds from banks for long-term in consideration of interest charges (Sharma, 2020). Both equity and debt financing have different advantages and disadvantages. For instance, equity financing has no obligation and is a good option for business with less creditworthiness; however, the lack of ownership and the sharing of profit in terms of dividend are the main disadvantages of equity financing (The Hartford, n.d.). On the other hand, debt financing is a cheaper financing option due to the low cost of debt, and it also provides a tax shield on interest payments. The key disadvantages of debt financing are increased obligation as well as a high debt-equity ratio (Wilcox, 2024). Accordingly, it can be stated that the use of trade credit can be helpful for improving working capital and cash operating cycle in short-term. For the long run, the company can use a mix of debt and equity for improving liquidity, bettering financial performance, gain investor confidence, and maximising shareholder value.
4. Strategic Financial Restructuring Plan
Recommend financial restructuring options
Based on the regular decline in General Electronics’s revenue position, inverse profitability, greater level of leverage, and liquidity constraints, a substantial financial restructuring plan is important for restoring solvency, advancing performance, and regaining shareholder confidence. In this relation, the primary strategic recommendation is to diversify Non-Core Assets. The company must consider selling non-core or underperforming business units to decrease debt liabilities and fetch immediate liquidity. Moreover, divestiture lets management target on core customer segments with robust margins and market potential (Vidal, 2021). Hence, the proceeds could be utilized to repay high-interest loans that will eventually advance the debt-to-equity ratio and decrease interest expenses. Another recommendation is to raise fresh equity through joint ventures or strategic investors who can strengthen the capital base of the company. Partnering with worldwide technology giants can offer financial stability, along with bringing digital expertise, innovation, and new product segments (Prange and Mayrhofer, 2015). An injection of equity will increase shareholder confidence and advance leverage ratios to reduce overall dependency on debt financing.
Further, the current gearing ratio of the company shows a greater reliance on debt sources. This needs negotiating with debtors to extend repayment contracts, lower the rate of interest, or change short-period debt into long-period liabilities, which can ease liquidity pressure. In addition, partial conversion of debt-to-equity can further increase financial stability and overall solvency. Besides, exploring mergers with complementary companies in the emerging markets may offer economies of scale, access to innovative technologies, and expanding customer bases (Gomes, 2020). The company can also streamline operational expenses through supply chain optimization, automation, and workforce restructuring to improve efficiency. Moreover, outsourcing non-essential work and using digital technologies can further assist sustainable profitability. Hence, collectively, such restructuring approaches target to stabilize overall cash flows, balancing the capital structure of the company and positioning the company for long-period financial growth and stability in the future.
Evaluate impact on shareholder value, debt structure, and operational flexibility
The recommended financial restructuring approaches are anticipated to fetch both short-period and long-period benefits for the company by restoring market confidence and advancing capital efficiency. In relation to impact on shareholder value, the integration of divestiture and injection of equity is predicted to increase shareholder value by advancing profitability and overall market valuation (Akhtar et al., 2016). Further, selling non-core assets will liberate tied-up capital that could be reinvested in high-return investments, thereby strengthening EPS over time. In addition, the injection of equity through strategic investors could signal confidence in the future of the company, thereby prompting a possible increase in share prices. However, short-period dilution of ownership may happen, but the complete improvement in innovation, financial stability, and operational efficiency will enhance intrinsic value and shareholder return in long-period.
Additionally, debt refinancing and restructuring will considerably advance the leverage position of the company. Moreover, converting high-cost short-period debt into long-period liabilities will ease the pressure of repayment and stabilize cash flows. The recommended partial debt-to-equity ratio conversion will decrease the debt-to-equity ratio, which will decrease interest expenses and improve interest coverage (Utama et al., 2023). Enhanced liquidity will also let the company fulfill working capital needs more efficiently. A healthier capital structure with maintained equity and debt will advance credit ratings, along with attracting new investors. Besides, cost rationalization, operational restructuring, and alliances or mergers will increase adaptability and flexibility to changing market dynamics. Moreover, by automating production mechanisms, streamlining the supply chain, and outsourcing non-primary functions, the company can accomplish lean operations and rapid decision-making. Strategic mergers and alliances will offer access to innovative technologies and markets that enable resilience and diversification against market fluctuations (Yousuf et al., 2021). Hence, the restructuring plan is anticipated to increase financial stability, foster sustainable growth, and improve competitiveness, thereby laying the base for long-period stakeholder value creation.
International and ethical considerations
When applying the recommended final restructuring, the company should carefully analyze multiple global and ethical considerations that directly impact its corporate reputation and financial sustainability. In relation to taxation, any restructuring decision, like mergers, equity assurance, and diversification, will have considerable tax implications. Moreover, selling non-core assets may fetch capital gains tax liabilities, whereas joint ventures or mergers across jurisdictions may include complex transfer pricing regulations and tax treaties (Sidik and Indonesia, 2021). Thus, the company must align efficient tax planning approaches, involving reinvestment of sales proceeds into measurable assets, to decrease tax exposure. The alignment with worldwide tax compliance standards will make sure ethical tax practices and transparency, thereby reinforcing investor confidence. In relation to currency risk, it will have a direct impact on valuation and profitability. Changes in exchange rates can impact the export revenues, cost of imports, and the overall value of foreign-dominated debt (Eyinade et al., 2022). In order to mitigate the risks, the company must employ hedging strategies like currency swaps through local sourcing.
Further, in relation to inflation, increasing inflation across worldwide markets enhances borrowing rates, operational expenses, and pricing pressures. Moreover, the restructuring plan must involve cost control mechanisms, Inflation-adjusted budgeting, and dynamic pricing approaches to balance profitability. In addition, investing in supply chain efficiency and automation can also offset inflationary pressures by decreasing dependency on manual labor and volatile raw material prices. Considering CSR, ethical restructuring should prioritize the interests of employees, the environment, and communities (Hong, 2024). Hence, job cuts must be balanced with fair packages and retention initiatives. The company must continue to invest in sustainable production practices, community, and carbon reduction initiatives. Balancing ethical responsibility in the entire restructuring procedure will not just conserve corporate reputation but also boost long-period trust among the stakeholders.
5. Investment Appraisal and Capital Budgeting
Investment appraisal techniques
Investment appraisal techniques refer to techniques that facilitate project managers in analysing the viability of an investment. There are several techniques that can be used for making capital budgeting decisions, and the same are discussed in the next section.
	Particulars
	A
	B
	C

	Payback Period
	3.4
	5
	3.6

	ARR
	7%
	0%
	10%

	NPV
	£1.32 million
	-£7.26 million
	£4.23 million

	PI
	1.03
	0.76
	1.08

	IRR
	11.33%
	0%
	12.72%


(see appendix 3 for detailed calculations)
Payback Period
Payback period refers to the technique that can be used for the purpose of evaluating the time to recoup the investment. In other words, the payback period helps in calculating the total time that the project takes to cover the initial investment. The use of payback period is quite easy, and it also considers liquidity, which can be seen as the main advantage of payback period; however, a lack in considering the time value concept as well as after payback period cash flows, are some of the key drawbacks of payback period (David Lee et al., 2022). It was found that project A has generated the lowest payback period of 3.4; whereas, project B has reported the highest payback period of 5 years. Thus, based on payback period, investing in project A  is feasible as it will take short time to recoup initial investment.
Accounting Rate of return (ARR)
Accounting Rate of Return (ARR) is a technique, which is used for the purpose of calculation of profits of an investment. It assists in determining the average profits generated by the company on investment value. It is the only technique that considers profits instead of cash flows. However, it also lacks in considering the time value of money concept, which can be seen as a key disadvantage of ARR (Birt et al., 2020). ARR of project A, B, and C is 7%, 0% and 10%, which implies that project A will generate 7% profits and project C will generate 10% profits on investment value. This implies that investing in Project C is more feasible for General Electronics.
Net Present Value (NPV)
Net Present Value (NPV) is used for the purpose of determining the value of an investment. It uses the hurdle rate to determine the present value of future cash flows. It is calculated by deducting the present value of future cash flows from cash outflows. Positive NPV shows that investing in the project is viable and helps in creating value addition. On the contrary, negative NPV implies that investing in the project is not feasible. There are several advantages and disadvantages of NPV. For instance, the consideration of the time value of money concept as well as the entire life cash flows, are some of the key advantages of NPV. Similarly, estimation of cash flows as well as hurdle rate are some of the key disadvantages, as wrong estimation might provide inaccurate results (Wiley, 2022). Project A has generated an NPV of £1.32 million; whereas project B has generated a negative NPV of £7.26 million. Similarly, project C has generated the highest NPV of £4.23 million, which shows that investing in project C is highly beneficial for the company.
Profitability Index (PI)
Profitability Index (PI) is another investment appraisal technique, which is used for analysing investment attractiveness with the help of comparing present cash flows with the investment value. PI higher than 1 is considered feasible; whereas, investing in a project with a PI lower than 1 is not feasible. It is quite easy to calculate and beneficial for making capital rationing decisions; however, one of the key drawbacks of PI is that it can provide wrong results when comparing mutually exclusive projects (Lee et al., 2022). PI of project A, B, and C is 1.03, 0.76, and 1.08. Project C has reported the highest PI, which implies that it is a highly profitable project compared to other projects, namely A and B.
Internal Rate of Return (IRR)
Internal rate of return (IRR) is a technique that is used for evaluating the profitability of a potential investment. In other words, it assists in calculating the discount rate at which NPV reaches to zero. Both cash inflows as well as cash outflows becomes zero at IRR. IRR is mainly related to NPV and helps in making identical decisions to NPV; however, IRR can provide inaccurate results while comparing mutually exclusive projects (Hillier, 2021). Project A has reported an IRR of 11.33% and Project C has reported an IRR of 12.72%. The IRR of both projects has exceed the discount rate, which implies investing in both project A and C is feasible for the company.
Final investment recommendation
It can be recommended that investing in project B is not worthwhile, as it has generated a negative NPV, which will not assist in creating value addition. Similarly, the profitability index can be used for making a final investment recommendation, wherein project C has generated the highest rank and project A has generated the second rank. Thus, investing in both projects can be feasible as both projects has PI higher than 1. Similarly, both projects has generated positive NPV and also reported a higher IRR than the cost of capital or discount rate. In addition to this, if the company has only £60 million of funds, then it is feasible to invest in project C as it has generated the highest NPV and ARR. The company cannot invest additional funds worth £10 million in project A as it requires a total investment of £40 million. Thus, based on capital rationing, it can be recommended that best turnaround strategy for the company is to invest in project C only as it has generated highest NPV of £4.23 million. This will assist General Electronics in creating value addition and maximising value for the shareholders.
Justification for recommendation
Investing in project C is feasible because it has generated the highest NPV, ARR, and PI as compared to other projects. This will also help in generating strong returns for the shareholders. Additionally, it was also noticed that the company’s current financial performance is not strong. The company has reported losses and has a huge amount of debt. It is crucial for the company to improve future financial performance, and thus investing in project C can help in improving financial performance, as it has generated the highest PI. On the other hand, the key project risk characteristic is the dependency of project C’s cash flows on future years, which is susceptible to risk. Similarly, project A is also highly volatile, but it will generate cash flows earlier. A high NPV as well as IRR outweighs project risks. A high IRR and NPV show that the company can manage cost overruns and become profitable in the short run.
6. Conclusion
It can be concluded from the analysis of the above report that the current financial performance of General Electronics is not well. The company has reported losses during recent years, and profitability ratios are also turned from positive to negative. The company is also not efficient in managing inventory effectively to generate higher sales. Similarly, the financial leverage of General Electronics is also not sound due to increased dependency on debt. Low investment and cash flow ratios also reflect that the company’s financial condition is not good. Cash operating cycle also increased in the last few years, which shows late collection of funds from debtors and a delay in converting inventory. The company needs to make strategic measures like negotiations, early payment discounts, and others to improve the cash flow cycle. Additionally, the recommended financial restructuring plan targets to restore the company’s financial stability by enhancing liquidity, optimizing capital structure, and advancing operational efficiency while making sure worldwide compliance, ethical integrity, and long-period stakeholder value formation. Further, investing in project C is more feasible as compared to other projects namely project A and project B, even in case the company has limited funds of £60 million. This is because project C has reported the highest NPV, PI, and ARR as compared to project A; whereas, project B has reported negative NPV. This indicates that the investment in project C will create value addition and help in improving the financial health of the company.
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8. Appendices
1. Financial Ratios
	Profitability Ratios
	2020
	2021
	2022
	2023
	2024

	Gross profit
	176,256
	173,016
	152,292
	97,560
	113,994

	Sales
	614,680
	601,602
	542,751
	420,457
	394,879

	Gross profit ratio 
	28.67%
	28.76%
	28.06%
	23.20%
	28.87%

	(Gross profit)/sales*100
	
	
	
	
	

	
	
	
	
	
	

	Net profit
	38,572
	5,301
	407
	-98,238
	-24,029

	Sales
	614,680
	601,602
	542,751
	420,457
	394,879

	Net profit ratio
	6.28%
	0.88%
	0.07%
	-23.36%
	-6.09%

	(Net profit/sales)*100
	
	
	
	
	

	
	
	
	
	
	

	Net profit
	38,572
	5,301
	407
	-98,238
	-24,029

	Equity
	313,301
	275,949
	268,406
	178,920
	153,105

	Return on Equity
	12.31%
	1.92%
	0.15%
	-54.91%
	-15.69%

	(Net profit/ equity)
	
	
	
	
	

	
	
	
	
	
	

	Liquidity Ratios
	2020
	2021
	2022
	2023
	2024

	Current assets
	326,843
	337,146
	338,040
	258,851
	242,494

	Current liabilities
	179,510
	216,787
	216,473
	161,148
	158,291

	Current ratio
	1.82
	1.56
	1.56
	1.61
	1.53

	(CA/CL)
	
	
	
	
	

	
	
	
	
	
	

	Current assets
	326,843
	337,146
	338,040
	258,851
	242,494

	Inventory
	120,430
	134,469
	140,181
	88,273
	79,355

	Current liabilities
	179,510
	216,787
	216,473
	161,148
	158,291

	Quick ratio
	1.15
	0.93
	0.91
	1.06
	1.03

	(CA- inventory)/ CL
	
	
	
	
	

	
	
	
	
	
	

	Efficiency Ratios
	2020
	2021
	2022
	2023
	2024

	Sales
	614,680
	601,602
	542,751
	420,457
	394,879

	Total assets
	510,290
	510,348
	504,163
	355,872
	323,354

	Asset turnover ratio
	1.20
	1.18
	1.08
	1.18
	1.22

	Sales/ Total assets
	
	
	
	
	

	
	
	
	
	
	

	COGS
	438,424
	428,586
	390,459
	322,897
	280,885

	Average inventory
	127,450
	127,450
	137,325
	114,227
	83,814

	Inventory turnover ratio
	3.44
	3.36
	2.84
	2.83
	3.35

	(COGS/ average inventory)
	
	
	
	
	

	
	
	
	
	
	

	Gearing Ratios
	2020
	2021
	2022
	2023
	2024

	Debt
	196,989
	234,399
	235,757
	176,952
	170,249

	Equity
	313,301
	275,949
	268,406
	178,920
	153,105

	Debt-equity ratio
	0.63
	0.85
	0.88
	0.99
	1.11

	(Debt/equity)
	
	
	
	
	

	
	
	
	
	
	

	EBIT
	37,267
	23,253
	14,548
	-85,301
	-15,297

	Interest
	1,422
	566
	2,200
	4,332
	3,361

	Interest coverage ratio
	26.21
	41.08
	6.61
	-19.69
	-4.55

	EBIT/ interest
	
	
	
	
	

	
	
	
	
	
	

	Investment Ratios
	2020
	2021
	2022
	2023
	2024

	Earnings
	38,572
	5,301
	407
	-98,238
	-24,029

	Outstanding shares
	13,893
	13,465
	12,703
	12,855
	12,959

	EPS
	2.78
	0.39
	0.03
	-7.64
	-1.85

	(Earnings/ outstanding shares)
	
	
	
	
	

	
	
	
	
	
	

	Equity
	313,301
	275,949
	268,406
	178,920
	153,105

	Number of shares
	13,893
	13,465
	12,703
	12,855
	12,959

	Book value per share
	22.55
	20.49
	21.13
	13.92
	11.81

	Equity/ Number of outstanding shares
	
	
	
	
	

	
	
	
	
	
	

	Cash Flow Ratios
	2020
	2021
	2022
	2023
	2024

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

	Current liabilities
	179,510
	216,787
	216,473
	161,148
	158,291

	Operating cash flow ratio
	0.41
	0.19
	0.05
	0.16
	0.09

	(Operating cash flow/ current liabilities)
	
	
	
	
	

	
	
	
	
	
	

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

	Current liabilities
	179,510
	216,787
	216,473
	161,148
	158,291

	Cash ratio
	0.32
	0.28
	0.31
	0.27
	0.17

	(Cash flow/ current liabilities)
	
	
	
	
	



2. Cash Operating Cycle
	Calculation of Cash Operating Cycle

	
	2020
	2021
	2022
	2023
	2024

	Average inventory
	127,450
	127,450
	137,325
	114,227
	83,814

	COGS
	438,424
	428,586
	390,459
	322,897
	280,885

	Inventory days
	106
	109
	128
	129
	109

	(Average inventory/COGS)*365
	
	
	
	
	

	
	
	
	
	
	

	Receivables
	614,680
	601,602
	542,751
	420,457
	394,879

	Sales
	129,433
	129,215
	112,346
	112,596
	114,182

	Receivable days
	77
	78
	76
	98
	106

	(Receivables/Sales)*365
	
	
	
	
	

	
	
	
	
	
	

	Payables
	83,229
	92,707
	71,373
	57,033
	72,031

	COGS
	438,424
	428,586
	390,459
	322,897
	280,885

	Payable days
	69
	79
	67
	64
	94

	(Payables/ COGS)*365
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Inventory days
	106
	109
	128
	129
	109

	Receivable days
	77
	78
	76
	98
	106

	Payable days
	69
	79
	67
	64
	94

	Cash Operating Cycle
	114
	108
	137
	162
	121

	(Inventory days+receivable days-payable days)



3. Investment Appraisal Techniques
	Calculation of payback period

	Projects
	A
	B
	C

	Year
	Cash Flows (£M)
	Cumulative
	Cash Flows (£M)
	Cumulative
	Cash Flows (£M)
	Cumulative

	0
	-40
	-40
	-30
	-30
	-50
	-50

	1
	10
	-30
	6
	-24
	5
	-45

	2
	12
	-18
	6
	-18
	10
	-35

	3
	14
	-4
	6
	-12
	20
	-15

	4
	10
	6
	6
	-6
	25
	10

	5
	8
	
	6
	0
	15
	

	Payback Period
	
	3.40 
	
	5.00 
	
	3.60 



	Calculation of Accounting rate of return

	Projects
	A
	B
	C

	Year
	Cash Flows (£M)
	Less: Depreciation
	Profit
	Cash Flows (£M)
	Less: Depreciation
	Profit
	Cash Flows (£M)
	Less: Depreciation
	Profit

	0
	-40
	0
	
	-30
	
	
	-50
	
	

	1
	10
	8
	2
	6
	6
	0
	5
	10
	-5

	2
	12
	8
	4
	6
	6
	0
	10
	10
	0

	3
	14
	8
	6
	6
	6
	0
	20
	10
	10

	4
	10
	8
	2
	6
	6
	0
	25
	10
	15

	5
	8
	8
	0
	6
	6
	0
	15
	10
	5

	Average profit
	
	
	2.8
	
	
	0
	
	
	5

	Investment
	
	
	40
	
	
	30
	
	
	50

	ARR
	
	
	7.00%
	
	
	0.00%
	
	
	10.00%

	(Average profits/ investment)
	
	
	
	
	
	
	
	
	



	Calculation of Net Present Value

	Projects
	
	A
	B
	C

	Year
	Discount factor @ 10%
	Cash Flows (£M)
	PV (£M)
	Cash Flows
	PV (£M)
	Cash Flows
	PV (£M)

	0
	1
	-40
	-40
	-30
	-30
	-50
	-50

	1
	0.90
	10
	9.09 
	6
	5.45 
	5
	4.55 

	2
	0.82
	12
	9.92 
	6
	4.96 
	10
	8.26 

	3
	0.75
	14
	10.52 
	6
	4.51 
	20
	15.03 

	4
	0.68
	10
	6.83 
	6
	4.10 
	25
	17.08 

	5
	0.62
	8
	4.97 
	6
	3.73 
	15
	9.31 

	NPV
	
	
	1.32 
	
	-7.26 
	
	4.23 



	Profitability Index

	
	A
	B
	C

	PV of cash flows
	41.32
	22.74
	54.23

	Investment
	40
	30
	50

	PI
	1.03 
	0.76 
	1.08 



	Calculation of Internal rate of return

	Projects
	A
	B
	C

	Year
	Cash Flows (£M)
	Cash Flows (£M)
	Cash Flows (£M)

	0
	-40
	-30
	-50

	1
	10
	6
	5

	2
	12
	6
	10

	3
	14
	6
	20

	4
	10
	6
	25

	5
	8
	6
	15

	IRR
	11.33%
	0.00%
	12.72%



Profitability Ratios
Gross profit ratio 	
2020.0	2021.0	2022.0	2023.0	2024.0	0.286744322248975	0.287592129015529	0.280592758005052	0.232033240022166	0.288680836408115	Net profit ratio	
2020.0	2021.0	2022.0	2023.0	2024.0	0.062751350296089	0.00881147336611248	0.000749883464056262	-0.233645771149012	-0.0608515519944084	Return on Equity	
2020.0	2021.0	2022.0	2023.0	2024.0	0.123114832062458	0.0192100714262418	0.00151635954486859	-0.54906103286385	-0.156944580516639	



Liquidity Ratios
Current ratio	2020.0	2021.0	2022.0	2023.0	2024.0	1.82075093309565	1.55519473031132	1.56158042804414	1.60629359346688	1.53195064785743	Quick ratio	2020.0	2021.0	2022.0	2023.0	2024.0	1.14986908807309	0.934913071355755	0.914012371057822	1.05851763596197	1.03062713609744	



Efficiency Ratios
Asset turnover ratio	
2020.0	2021.0	2022.0	2023.0	2024.0	1.20456995042035	1.17880740200804	1.07653873846355	1.18148379192519	1.22119720182834	Inventory turnover ratio	
2020.0	2021.0	2022.0	2023.0	2024.0	3.44	3.36279075241566	2.84332058984162	2.82680101902352	3.35128976066051	



Gearing Ratios
Debt-equity ratio	2020.0	2021.0	2022.0	2023.0	2024.0	0.62875317984941	0.849428698781297	0.87835964918817	0.989000670690812	1.11197544169034	Interest coverage ratio	2020.0	2021.0	2022.0	2023.0	2024.0	26.2074542897328	41.0830388692579	6.61272727272727	-19.6909048938135	-4.5513240107111	



Investment Ratios
EPS	
2020.0	2021.0	2022.0	2023.0	2024.0	2.77636219678975	0.393687337541775	0.0320396756671652	-7.64200700116686	-1.85423257967436	Book value per share	
2020.0	2021.0	2022.0	2023.0	2024.0	22.5509969049161	20.4937987374675	21.1293395260962	13.9183197199533	11.8145690253878	



Cash Flow Ratios
Operating cash flow ratio	2020.0	2021.0	2022.0	2023.0	2024.0	0.408846303827085	0.185818337815459	0.0504728072323107	0.156315933179438	0.0936376673342136	Cash ratio	2020.0	2021.0	2022.0	2023.0	2024.0	0.318383376970642	0.2805195883517	0.308306347673844	0.265290292153797	0.169201028485511	



Cash Operating Cycle
Inventory days	
2020.0	2021.0	2022.0	2023.0	2024.0	106.105202954218	108.540800446118	128.371032553994	129.121221318253	108.913291916621	Receivable days	
2020.0	2021.0	2022.0	2023.0	2024.0	76.8579504782977	78.3964730835336	75.5526751678025	97.7449299214902	105.542280040215	Payable days	
2020.0	2021.0	2022.0	2023.0	2024.0	69.2904243380837	78.9527772722394	66.7192842270251	64.4696141494037	93.601705324243	Cash Operating Cycle	
2020.0	2021.0	2022.0	2023.0	2024.0	113.672729094432	107.984496257412	137.204423494772	162.39653709034	120.853866632593	
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