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[bookmark: _Toc210855223]Executive Summary
General Electronics is experiencing a downturn since 2020 to 2024 since it is no longer stable. The turnover fell, operating losses were reported, debt to equity increased to more than one, the interest coverage was negative, and the Altman Z Score became grey. Trends of the ratios indicate a decline in the return on assets and equity, a weak liquidity position, a slow rate in the recovery of receivables, a low rate in the inventory turnover and a weak operating cash that no longer can sustain short term obligations. The strategy focuses on quick turnover of working capital by enhancing collections, streamlined inventories, and enhanced supplier terms, which are aided by a concentrated cash governance rhythm. Structural measures involve specified divestitures, liability management and selective equity solutions, which are planned keeping in mind taxation, currency, inflation, and responsible sourcing. Investment appraisal chooses Project C and rejects Project B and stages off Project A with stage gated controls under less than a sixty million capital limit.
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[bookmark: _Toc210855224]Introduction
General Electronics is in critical inflexion following five years of declining performance. Revenues shrank, operating losses arose, leverage rose, and now the Altman Z-Score moved out of the safe category into the grey category. Ratio analysis reveals falling ROA and ROE, weak liquidity, decreasing receivable and inventory turnover, negative interest coverage, and inadequate operating cash flow coverage of short-term liabilities (Olayinka, 2022). The report identifies inefficiencies in working-capital release and suggests cash-conversion reforms to free liquidity and a strategic financial restructuring plan focused on targeted divestitures, liability management and disciplined equity options- within an international tax, currency, inflation and CSR context. Investment appraisal to a limit of £60m suggests approving Project C (maximum NPV, PI, IRR), declining Project B, and postponing Project A, with stage-gated controls in order to reduce the risk of execution. The goal is to rebuild solvency, profitability and investor confidence by taking ethically sound, scalable measures.

[bookmark: _Toc210855225]Main Body
[bookmark: _Toc210855226]Financial Health Check: General Electronics (2020–2024)
[bookmark: _Toc210855227]Financial Ratio Analysis
Having recently joined General Electronics as the Chief Financial Officer (CFO), the fundamental objective is to evaluate the faltering financial status of the company and create a turnaround strategy that will reestablish profitability, liquidity and investor trust.
In this report, the five-year financial health analysis (202024) is presented through the ratio analysis, trend evaluation, and corporate failure prediction. It considers six key areas of measurement: profitability, liquidity, efficiency, gearing, investment, and cash flow, which come up with an Altman Z-Score to identify the risk of default.
[bookmark: _Toc210855228]Profitability
	Gross Profit Margin
	
	

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)
	
	

	Gross Profit
	Gross Profit/ Revenue
	113,994
	97,560
	152,292
	173,016
	176,256
	
	

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

	Gross Profit Margin
	
	28.87%
	23.20%
	28.06%
	28.76%
	28.67%
	
	

	
	
	
	
	
	
	
	
	

	Return On Asset
	
	

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)
	
	

	Net Profit
	(Net Profit ÷ Total Assets)*100
	-24,029
	-98,238
	407
	5,301
	38,572
	
	

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

	Return On Asset
	
	-7.43%
	-27.60%
	0.08%
	1.04%
	7.56%
	
	


[bookmark: _Toc210664723]Table 1: Profitability Result


[bookmark: _Toc210664661][bookmark: _Toc210664717]Figure 1: Profitability Ratios
Gross Profit Margin (GPM) indicates how the company manages the production costs in relation to sales (Olayinka, 2022). Over the period of 2020 to 2022, General Electronics enjoyed a high margin estimated at 28, indicating good pricing and cost management in its operations. Nonetheless, this margin dropped to 23.2 in 2023, suggesting that the cost of sales increased significantly, perhaps due to inflation, ineffective supply chain practices, or aggressive discounting to sustain market share. 
The Return on Assets (ROA) portrays a more disconcerting image of profitability. It fell to 7.6% in 2020 and began its decline to as low as 1% in 2021, indicating lower asset returns. It dropped to nearly zero in 2022 and became significantly negative in 2023 (–27.6%) and 2024 (–7.4%). These figures show that the assets are not producing income and that there are a lot of resources being allocated to areas that perform poorly. 
[bookmark: _Toc210855229]Liquidity
	Current ratio
	
	

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)
	
	

	Current Assets 
	Current Assets/ Current Liability 
	242,494
	258,851
	338,040
	337,146
	326,843
	
	

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

	Current Ratio
	
	1.53
	1.61
	1.56
	1.56
	1.82
	
	

	
	
	
	
	
	
	
	
	

	Quick ratio
	
	

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)
	
	

	Quick Assets 
	Quick  Assets/ Current Liability 
	163,139
	170,578
	197,859
	202,677
	206,413
	
	

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

	Quick Ratio
	
	1.03
	1.06
	0.91
	0.93
	1.15
	
	


[bookmark: _Toc210664724]Table 2: Liquidity Result

[bookmark: _Toc210664662][bookmark: _Toc210664718]Figure 2: Liquidity Ratios
The Current Ratio of the firm is used to measure the company's capacity to meet its short-term obligations, and it was found to be above 1.5 in all five years, suggesting that the company has sufficient current assets to offset its current liabilities. Nonetheless, the ratio fell in 2024 to 1.53, indicating tightening liquidity, compared to 1.82 in 2020. This implies that although General Electronics is not falling immediately into insolvency, its liquidity buffer is dwindling (Olayinka, 2022). Declining operational cash reserves are demonstrated by the consistent loss of current assets, with the cash decreasing as it fell to 26.8 billion in 2024, down from 66.7 billion in 2022. 
The Quick Ratio provides a more rigorous liquidity test by omitting inventory. It moved between 0.9 and 1.1 through the period and was usually only slightly below or at the desired level of 1.0. It shows that the company can cover their short-term liabilities by utilising its liquid assets, excluding the use of inventory liquidation. 
[bookmark: _Toc210855230]Efficiency
	Inventory turnover
	
	

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)
	
	

	Cost of Goods Sold 
	Cost of Goods Sold/Average Inventory 
	280,885
	322,897
	390,459
	428,586
	438,424
	
	

	Average Inventory 
	
	83814
	114227
	137325
	127449.5
	120,430
	
	

	Inventory turnover
	
	3.35
	2.83
	2.84
	3.36
	3.64
	
	

	 
	 
	 
	 
	
	
	
	
	

	Receivable turnover
	
	

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)
	
	

	Net Sales
	Net Sales/ Average Accounts Receivable
	394,879
	420,457
	542,751
	601,602
	614,680
	
	

	Average Accounts Receivable
	
	113389
	112471
	120780.5
	129324
	129,433
	
	

	Receivable turnover
	
	3.48
	3.74
	4.49
	4.65
	4.75
	
	


[bookmark: _Toc210664725]Table 3: Efficiency Result

[bookmark: _Toc210664663][bookmark: _Toc210664719]Figure 3: Efficiency Ratios
The Inventory Turnover Ratio shows how well the company has been using the stock in comparison to sales. The turnover stayed decreasing in the period between 2020 and 2022, 3.6 times shrank to 2.8 times, which means slower inventory turnover and potential overstocking. This lack of efficiency causes a cash lock-up in unsold goods and increases storage and obsolescence expenses (Husain et al., 2021). The marginally recovered 3.35 in 2024 indicates the beginning of better times, possibly because of inventory optimisation or improved demand prediction. 
The Receivables Turnover Ratio showed a decreasing trend over the five years, with 4.75 in 2020 and 3.48 in 2024. This pattern reflects a slower customer collection, probably because of longer credit terms or less aggressive collection during a falling sales cycle. A decrease in the receivables turnover may put pressure on cash flows, and bad debts are more likely to occur, particularly in competitive markets where companies issue more credit to retain clients. 
[bookmark: _Toc210855231]Gearing
	Debt-Equity Ratio
	
	

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)
	
	

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

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

	Debt-Equity Ratio
	
	1.11
	0.99
	0.88
	0.85
	0.63
	
	

	
	
	
	
	
	
	
	
	

	Interest Coverage Ratio
	
	

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)
	
	

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

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

	Interest Coverage Ratio
	
	-4.55
	-19.69
	6.61
	41.08
	26.21
	
	

	
	
	
	
	
	
	
	
	


[bookmark: _Toc210664726]Table 4: Gearing Result

[bookmark: _Toc210664664][bookmark: _Toc210664720]Figure 4: Gearing Ratios
The Debt-to-Equity Ratio has risen significantly from 2020 (0.63) and 2024 (1.11). The capital structure was characterised as high risk since liabilities surpassed the equity of the shareholders by 2024 (Husain et al., 2021). The fact that the leverage is constantly increasing means that the company has been funding its losses with further borrowing, making it more financially vulnerable. 
The Interest Coverage Ratio indicates how the company can pay interest on earnings before interest and tax (EBIT). The ratio decreased to a far worse 2023 (–19.7) and 2024 (–4.5) compared to a comfortable 26 times in 2020. Negative coverage implies that the company no longer makes enough profits to pay interest on its operations, and it has to depend on external resources or reserves. Such drastic deterioration is an indicator of financial distress and indicates that the debt-servicing ability of the company has all but fallen. 
[bookmark: _Toc210855232]Investment
	Earnings Per Share
	
	

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)
	
	

	Net Profit
	Net Profit/ Num of Shares
	-24,029
	-98,238
	407
	5,301
	38,572
	
	

	Num of Shares
	
	12,959
	12,855
	12,703
	13,465
	13,893
	
	

	Earnings Per Share
	
	-1.85
	-7.64
	0.03
	0.39
	2.78
	
	

	
	
	
	
	
	
	
	
	

	Return On Equity
	
	

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)
	
	

	Net Profit
	(Net Profit ÷ Shareholders’ Equity)*100
	-24,029
	-98,238
	407
	5,301
	38,572
	
	

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

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


[bookmark: _Toc210664727]Table 5: Investment Result

[bookmark: _Toc210664665][bookmark: _Toc210664721]Figure 5: Investment Ratios
The Earnings Per Share (EPS) trend shows an enormous loss of shareholder value. The EPS has steadily declined since 2020 (2.78) to 2022 (0.03), followed by a significant decrease to negative values in 2023 (1.85) and 2024 (7.64). This depreciation reflects the decreasing net income base and declining profitability of the firm (Imansyah and Mustafa, 2021). The negative EPS reflects the huge losses per share, which would probably trigger a drop in market valuation and investor trust.
The Return on Equity (ROE) took the same pessimistic trend, falling to 1.9% in 2021, and subsequently becoming negative in 2023 and 2024. The 2023 ROE of -54.9 is particularly worrisome, as it represents an extreme loss compared to the money invested by shareholders. The accumulated losses have also wiped out retained earnings, leaving total equity of only £153 billion in 2024, as compared to retained earnings of £313 billion in 2020. 
[bookmark: _Toc210855233]Cash Flow
	Operating Cash Flow Ratio
	
	

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)
	
	

	Operating Cash Flow
	Operating Cash Flow ÷ Current Liabilities
	14,822
	25,190
	10,926
	40,283
	73,392
	
	

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

	Operating Cash Flow Ratio
	
	0.09
	0.16
	0.05
	0.19
	0.41
	
	

	
	
	
	
	
	
	
	
	

	Cash Flow to Debt Ratio
	
	

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)
	
	

	Operating Cash Flow
	Operating Cash Flow ÷ Total Debt
	14,822
	25,190
	10,926
	40,283
	73,392
	
	

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

	Cash Flow to Debt Ratio
	
	0.09
	0.14
	0.05
	0.17
	0.37
	
	


[bookmark: _Toc210664728]Table 6: Cash Flow Result


[bookmark: _Toc210664666][bookmark: _Toc210664722]Figure 6: Cash Flow Ratios
The Operating Cash Flow Ratio shows the extent to which current liabilities can be paid by operating cash. The ratio has decreased to 0.09 in 2024 compared to 0.41 in 2020, indicating that cash operations are not enough to cover the short-term obligations. This indicates that the firm has been relying more on external funding to remain in business (Imansyah and Mustafa, 2021). 
In the same vein, the Cash Flow to Debt Ratio dropped from 0.37 in 2020 to 0.09 in 2024, which matches a drastic decrease in the measure of repaying debt through operating cash flows. This pattern suggests that the annual cash generation is less than 10 per cent of the total debt, which indicates the existence of a serious solvency risk. 
[bookmark: _Toc210855234]Trend Summary-Strengths and Threats
	Category
	Strengths
	Threats / Weaknesses

	Profitability
	Temporary GPM recovery in 2024
	Persistent losses, negative ROA, excessive operating costs

	Liquidity
	Ratios above 1.0
	Cash erosion, over-stocking, weak working-capital control

	Efficiency
	Slight inventory improvement in 2024
	Declining receivables turnover, poor asset utilisation

	Gearing
	Access to credit markets
	Rising leverage >1.0, negative interest coverage

	Investment
	Equity base is still positive
	Negative EPS & ROE, equity erosion

	Cash Flow
	Positive OCF maintained
	Inadequate to service debt, liquidity pressure


[bookmark: _Toc210664729]Table 7: Trend Summary
General Electronics has significantly declined in terms of its overall financial health over five years, 2020-2024, but there are also certain positive factors. The most important weakness that the company has encountered has been profitability; its successive losses have diminished equity and investor confidence. Although the gross profit margin shows a temporary improvement in 2024, the return on assets and return on equity are intensely negative, which indicates failure to use assets efficiently and to provide their shareholders with low returns. Liquidity status has been relatively stable, with current and quick ratios remaining above one, indicating that short-term liabilities are still able to be settled. Nevertheless, dwindling cash reserves and increasing inventory holdings point to increasing pressure on management of working capital. The efficiency ratios reflect an inefficiency in running the business, where its receivables collections and inventory turnover are lower, and the company has weak demand forecasting and control over the supply chain. 
[bookmark: _Toc210855235]Corporate failure prediction using the Altman Z-score model
The Altman Z-Score model predicts bankruptcy risk using key financial ratios.
For a publicly listed manufacturing/industrial firm:
Z=1.2X1​+1.4X2​+3.3X3​+0.6X4​+1.0X5​ 
Where:
· X₁ = Working Capital / Total Assets
· X₂ = Retained Earnings / Total Assets
· X₃ = EBIT / Total Assets
· X₄ = Market Value of Equity / Total Liabilities (approx. use book equity)
· X₅ = Sales / Total Assets
	Altman Z Score
	2024
	2023
	2022
	2021
	2020

	Result
	2.82
	2.24
	3.06
	3.22
	3.64


[bookmark: _Toc210664730]Table 8: Altman Z Score
Detailed Calculation given in appendix
In 2023, General Electronics leaves the Safe area (2020-2022: 3.64, 3.22, 3.06) and is in the Grey zone in 2024 (2.24). The early success of the Safe scores was supported by a robust working capital (X1), huge retained earnings (X2) and a good asset turnover (X5). This drastic decline is indicative of the deterioration in EBIT (X3 becomes negative) and an increasing debt load that diluted the equity-to-liabilities cushion (X4).
The 2.82 recovery in 2024 indicates that margin activities and inventory normalisation worked, yet default risk is real: the business is a single earnings shock shy of the distress zone (under 1.81) when EBIT is below or leverage increases (Cındık and Armutlulu, 2021). Liquidity is sufficient, but the operating cash flows are only a small percentage of short-term liabilities, which supports refinancing and covenant risk.
Turnaround implication: the priority should be to re-establish sustainably positive EBIT (pricing, mix, opex resets), de-leverage (asset disposals, terminate buybacks, term-out lines), and tighten working capital (DSO down, inventory turns up). A normalisation of EBIT and a decrease in net debt will restore the X3 and X4 to raise the Z-Score above >3.0; otherwise, the company is left in a dangerous Grey area with a high default risk.
[bookmark: _Toc210855236]Working Capital Management Analysis
Cash Operating Cycle (COC): What the numbers say
With the aid of the five-year statements, we estimate the cash operating cycle, CCC = DIO + DSO - DPO. 
DIO = days in inventory, DSO = days sales outstanding, and DPO = days payables outstanding. With average balances (two-point averages where feasible), the trend is grim:
· DIO (inventory days): 100 (2020), 109 (2021), 128 (2022), 129 (2023), 109 (2024).
· DSO (receivable days): 77 (2020), 79 (2021), 81 (2022), 98 (2023), 105 (2024).
· DPO (payable days): 69 (2020), 75 (2021), 77 (2022), 73 (2023), 84 (2024).
· CCC: ~108 days (2020), 112 (2021), 133 (2022), 154 (2023), 130 (2024).
The cash of the firm is held in place in 45 months before it is converted into cash. Two problems prevail: (1) excessive and delayed inventory in 20222023 (DIO has risen to approximately 129 days), and (2) low collections / longer credit (DSO deteriorates to about 105 days in 2024). Although 2024 is expected to see an inventory clean-up (DIO down -20 days) and some supplier financing tailwind (DPO up to -84 days), the CCC is expected to be still at a healthy level of consumer-electronics 3 = -130 days. This protracted cycle also coincides with the decline in operating cash flow coverage (OCF/CL only 0.09 in 2024) and a reduction in cash despite positive gross margins (Kiymaz et al., 2024).
The drag is measured by a 2024 lens: one day of DSO commits about 365 million pounds, and one day of DIO commits about 285 million pounds. On the other hand, an increment of one more DPO day affords about 0.77bn trade credit. That scale demonstrates how even small day-cuts can open up billions of dollars in cash.
Working Capital Recovery: How to get money fast and on a sustainable basis.
1) Receivables (DSO 1525 days; target 8090 days)
• Reset credit policy and segmentation: Stricten terms to lower quality accounts; continue strategic terms to major retailers and operators. Implement risk-based pricing and credit limits imposed by the order-management system (Kiymaz et al., 2024).
• Early-pay incentives and dynamic discounting: Provision of 1-2% early-pay discounts on specific channels where gross margin can sustain it; dynamic discounting in response to customer risk and seasonality.
2) Inventory (DIO 20-35 days; target =75-90 days )
• S/OP rigour and demand-based planning. Revise to weekly S&OE execution (implementation) on the monthly S&OP. Trim the safety stock using short-horizon demand sensing and match builds with the actual sell-out.
• SKU rationalisation and lifecycle management. Retail long-tail SKUs, impose stage-gate leave of old models and liquidate the old stock by markdown optimisation before the product becomes obsolete (Kiymaz et al., 2024).
• Lead-time and network compression. Co-locate DCs with 3PLs around demand centres, and negotiate shorter supplier lead times to warrant smaller buffers.
• Vendor-Managed Inventory (VMI)/consignment with key retailers to move inventory upstream and reduce on-books inventory (Roy et al., 2025).
• Policy analytics. ABC/XYZ classification to distinguish between service levels; multi-echelon inventory optimisation to establish target ranges (min-max) per node and volatility.
Cash effect: 20-day DIO reduction would liberate approximately 15.4bn; 30 reduction, approximately 23.1bn.
3) Payables (DPO 7-12 days; sustainable 90-95 days)
 Harmonisation of terms and strategic sourcing. Normalise to Net 60/75/90 where bargaining power and relationship can be used; do not use blanket extensions of small/weak vendors.
Supply-chain finance (receivable factoring). Provide early payment to suppliers at your investment-grade rate, as it stays extended, which is both ethical and helps to stabilise the chain (Roy et al., 2025).
Contractual alignment. Adjust match pay terms to actual lead times and logistics incoterms to ensure you are not paying long before sell-through.
Cash effect: 10DPO means provide an extra trade credit of approximately 7.7bn.
Financing options: bridging liquidity ethically and at the lowest risk
Short-term options
• Revolving credit facility (RCF) / committed lines. Opportunistic and fast, yet with high-risk pricing; keep covenants high with negative EBIT history.
• Asset-based lending (ABL). Collateralised against receivables and inventory; conforms to a WC turnaround and may be less expensive than unsecured debt (Nguyen, 2024). Borrowing base increases with the improvement of DSO/DIO.
• Receivables securitisation/ factoring (non-recourse). Transforms AR to cash without increasing reported debt (depends on structure); relieves credit losses and speeds.
Supply-chain finance (reverse factoring). Responsibly extends DPO and provides suppliers with early payment at low rates.
• Commercial paper (CP). The cheapest, usually, but not feasible until the profitability and ratings stabilise.
Long-term options
• Term loans/bonds. Offer stability and duration, but include leverage and interest overhead; not recommended to be increased until interest coverage becomes positive.
• Convertible notes. Reduced coupons in favour of possible dilution; may be a transitory mechanism when the equity story is plausible (Nguyen, 2024).
Use it when: Refinancing the current short-term debt and term-out maturities with EBIT normalised and Altman Z safely above 3.0. It is preferable to avoid net debt addition through the fix; rather, it is better to focus on de-leveraging through WC release and targeted divestitures.
Recommendation: Sequencing the liquidity turnaround
1. Short (0-90 days): Stand up Cash War Room; freeze unproductive capex; roll out receivables task force and dynamic discounting; roll out reverse factoring and best suppliers; liquidate old inventory.
2. Next 3-9 months: institutionalise S&OP/S&OE; finalise SKU pruning; renegotiate global sourcing conditions; implement ABL and AR securitisation to eliminate use of costly short-term facilities (Blessing and Sakouvogui, 2023).
3. 12 months+: CCC down -55 days and OCF recovered, term-out residual short-term borrowings, retire expensive debt and reestablish covenant headroom.
[bookmark: _Toc210855237]Strategic Financial Restructuring Plan
The capital structure of General Electronics is no longer reflective of its earning capacity. Leverage is over 1.0× debt-to-equity, interest coverage is negative, and the Altman Z-Score has deteriorated to the unsafe to grey range of 2.24 in 2023 (2.82 in 2024). Since 2020, it has lost equity totals of around £160bn, and its operating cash flow is less than a quarter of the value of its short-term commitments (Blessing and Sakouvogui, 2023). Adding traditional term debt in this state would increase the solvency risk and power of suppliers. Liquidity self-help (working-capital release already scoped), balance-sheet deleveraging, and a portfolio restructuring that would recover the return on capital employed (ROCE) at a level exceeding the cost of capital are the priorities of the restructuring plan. The goal is to shift the Z-Score above 3.0, improve the positive interest cover and reduce the debt-to-equity ratio to below 0.8 in 12 months to 18 months.
Divestiture and Portfolio Realignment
Non-core or structurally low-margin assets divestiture is the most dilutive way to achieve deleveraging. A strict two-axis filter (economic five-year value creation vs. capital intensity and strategic synergy, brand adjacency, IP spillovers) would probably see the legacy commodity hardware lines, the peripherals regional distribution businesses and some of the captive logistics/real-estate holdings as potential targets (Mavlutova et al., 2021).  
The effect on shareholder value is two-fold. The first one, proceeds, helps to roll out expensive revolving and short-term lines, leaving the interest burden behind and increasing the interest coverage to the positive plane; even a £2030bn disposition program can move the Z-Score significantly through the higher X4 (equity-to-liabilities) and eliminate EBIT loss-makers. Second, multiple arbitrage can realise concealed worth in case the carved-out assets are valued at higher market multiples than the conglomerate discount that General Electronics carries. 
Restructuring of Debts and Liabilities
The debt stack should be renegotiated, as its negative EBIT is expected in 20232024. The short-term agenda is a roundup of covenant resets, maturity extensions and selective exchanges. Prolonging bank-line tenors and maturity-matching bonds pushes interest-rate cliffs back; tiered interest-rate hedging restores predictability in an environment with ongoing inflation (Mavlutova et al., 2021). 
A decline in interest expense and reduction in default risk will contribute to increasing shareholder value; equity might be diluted through convertibles, but distress is worse than dilution. There is an increase in operational flexibility when covenants are based on cash-related metrics (free cash flow, CCC) as opposed to blunt EBITDA tests, which punish restructuring. 
[bookmark: _Toc210855238]Equity Injection: Rights Issue vs. Strategic Investor
Green funds can speed up the process of deleveraging and finance restructuring expenses, but the process by which they do so is important. A pre-emptive rights issue maintains a relative ownership and is generally priced at a discount to stimulate take-up; the most just way to treat incumbent shareholders and a message to the world that we are cleaning up the mess, should it be accompanied by hard cost measures and signed divestiture undertakings (Zaramella, 2023). 
In quantitative terms, a rights issue of between 10-15bn, which follows the disclosure of at least 20bn of signed asset sales and an existing receivables securitisation facility of a binding kind, could quickly drive net leverage lower and re-create a buffer under covenant (Ray, 2022). Initially, EPS is diluted, and WACC decreases with a reduction in leverage and compression of credit spreads, increasing equity value after one or two years (12-24 months) with a normalisation of ROCE. 
Strategic Combinations: Asset Swap, Merger, or Joint Venture
M&A is to be taken seriously. It may seem luring to a shrinking industry to come together to obtain scale, but a merger of equals usually takes up leadership time and postpones the required self-help. The risk exceeds the reward in the status quo unless the partner has defensible advantages (procurement scale, software stack or access to the market) and the accretive to ROCE after the synergies have been achieved (Zaramella, 2023). In contrast, capital can be de-risked by focused joint ventures or asset swaps, such as collaborating in component manufacturing to achieve volume pricing but without all of the fixed assets, or exchanging regional distribution networks to become more geographically focused. 
The effects on shareholder value are dependent on the credibility of synergy and integration friction. Value-accretive combinations reduce unit costs and increase the gross margin; value-destructive combinations distract management and continue to complicate matters. 
The Cost of Capital and Operational Flexibility
The reorganisation should add more, but not less, flexibility to operations. Selling away short-term debts with unstable prices and substituting them with a combination of asset-based lending, longer-term instruments, and equity reduces the break-even revenue to finance. Together with the 50-day cash improvement in the cycle described above, tens of billions of cash are unlocked, eliminating seasonality and the need to promote sales (Dong and Liu, 2022). The liquidity has the benefit of allowing procurement to negotiate longer terms with the suppliers under the supply-chain finance programs made to be fair to the vendors, as a result, stabilising the production schedules and minimising emergency logistics costs. 
[bookmark: _Toc210855239]Investment Appraisal and Capital Budgeting
This report evaluated Projects A-C below using Payback Period (PBP), Accounting rate of return (ARR), Net Present Value (NPV), Profitability index (PI) and Internal rate of return (IRR) at a 10% discount rate and straight-line depreciation to zero within 5 years. Also provide a capital-rationing suggestion within a cap of £60m of investment, heavily dependent on the financial status of General Electronics (poor profitability, constrained liquidity, increasing leverage) and on the risk profile of individual projects (cash-flow timing/volatility).
Detailed Calculation given in appendix
PBP
	Project
	Result

	A
	3.4

	B
	5

	C
	3.6


[bookmark: _Toc210664731]Table 9: PBP Result
ARR
	Project
	Result

	A
	14.00%

	B
	0.00%

	C
	20.00%


[bookmark: _Toc210664732]Table 10: ARR Result
NPV
	Project
	Result

	A
	£1.324m

	B
	−£7.255m

	C
	£4.225m


[bookmark: _Toc210664733]Table 11: NPV Result
PI
	Project
	Result

	A
	1.033

	B
	0.758

	C
	1.085


[bookmark: _Toc210664734]Table 12: PI Result
IRR
	Project
	Result

	A
	11.33%

	B
	0.00%

	C
	12.72%


[bookmark: _Toc210664735]Table 13: IRR Result
[bookmark: _Toc210855240]Decision Summary
Since the capital constraint is 60 million pounds and the results of the appraisal are PBP: A 3.4 yrs, B 5.0 yrs, C 3.6 yrs; ARR: A 14.00%, B 0.00%, C 20.00; NPV: A £1.324m, B -7.255m, C 4.225m; PI: A 1.033, B 0.758, C 1.085 At the budget ceiling, a combination of two projects is not possible (A+B= 70m, B+C= 80m, A+C= 90m). The selected project C is the best allocation of scarce capital to a firm in financial recovery because it has the highest NPV, the best Profitability Index, and the best IRR margin above the 10% hurdle.
Project C Wins Why: Value per Pound, Return above Hurdle, Economic Profit
Value creation (NPV & PI): Capital rationing raises the value intensity, the value that a pound of invested capital can generate. Project C has a PI of 1.085, indicating that the value per pound invested is 8.5p, compared to 3.3p in Project A, and Project B incurred a loss (PI < 1). Its NPV ( £4.225m) is also maximum and directly proportional to the wealth of the shareholders, which is at a discount rate of 10% rate (Awodire et al., 2023). In hard liquidity situations, the rational goal is to maximise NPV/unit of capital; Project C is obviously the winner on this measure.
Return vs. the 10% hurdle (IRR): C’s IRR (12.72) provides a clearance of nearly 2.7 percentage points, providing a wider buffer should the actual cost of capital of the firm increase (which is likely in a high leverage, grey zone Altman Z scenario). The hurdle is crossed by A with a lower headroom (11.33%), whereas B does not cross the hurdle at all (0.00). Due to negative EBIT and low interest coverage in the recent past, projects with distinct spreads across the hurdle are required by the company to recover economic profit. C is the leading project here (Purnamasari and Adriza, 2024).
Profitability, accounting: Although ARR is not a cash measure, it supplements the capital budgeting results. The ARR of 20% by C comfortably surpasses that of A of 14% and 0% by B, ensuring that C is not just value-accretive, but stronger on accounting returns that are frequently under scrutiny by investors and lenders.
Handling Liquidity: Payback Timing and Cash Conversion
The one common rebuttal is that Project A has a slightly lower payback time on a simple payback basis (3.4 years versus 3.6 years on C). Premature recovery is appealing in a turbid liquidity setting. With the time value of money properly considered, however, the discounted project C has an earlier payback and is faster than A (in the analysis above), and C also has a higher total value (Awodire et al., 2023). Furthermore, the liquidity issue in the firm must be resolved by mainly reforming working capital and not by promoting lower-value projects. The near 1.0 quick ratio of the firm and the coverage of the operating cash flow by current liabilities of 0.09 means that liberating cash through operations (DSO -, DIO -, DPO +) can create enough liquidity to supply orders of magnitude higher than the payback benefit of 0.2 years of A.
Company Background: Profitability, Solvency Risk, and Capital Discipline
General Electronics is recording two consecutive losses, the Debt-to-Equity ratio is exceeding 1.0, negative interest coverage, and Altman Z-Score dropped into the Grey zone in 2023 and is still in the Grey zone in 2024. Under these circumstances, the investment rule book gets stricter:
Disallow negative NPV (Project B) on its face-payback cannot redeem value destruction.
Favour more NPV/PI projects within the budget (Project C).
Make sure IRR comfortably overcomes the hurdle to survive volatility and a possible rise in the cost of borrowing (C > A).
Liquidity self-help, not extra leverage, should accompany pair investment
Project C is not an exception to this discipline. It will generate the highest value per pound, jump over the hurdle with a more cautious distance, and can be designed in a way that will ensure liquidity (see risk mitigations). Project A is acceptable, but not optimal, when rationing applies; Project B is not admissible.
The Characteristics of Risk and De-Risking Project C
Volatility of the cash-flow and back-end loading: Project C is more back-loaded than profile A; initial years are low with scale-up between years 3-4 (Purnamasari and Adriza, 2024). This brings about execution risk (ramp delays, cost overrun) and market risk (demand elasticity, pricing pressure). These risks exist, but can be controlled, and are not too great to be offset by the greater value of C, where risk mitigation is to be incorporated in governance and commercial structure:
• Stage-gated funding: According to technical preparedness, supply commitment, and customer offtake milestones, release the 50m tranches. Stop or pause when milestones are not met by more than 10%.
• Customer-backed cash flows: Orders or pre-orders or minimum-volume commitments with anchor customers to secure a portion of the Y3Y4 ramp (Nunden et al., 2022). When possible, securitise receivables against such contracts to bring forward cash without accruing net debt.
[bookmark: _Toc210855241]Financing and Balance-Sheet Optics
There is no need to take additional leverage to approve Project C under the £60m limit, in line with our deleveraging requirement. It can be funded out of re-allocated capex, proceeds of non-core assets (which had been previously addressed in the restructuring plan), and working-capital release. Moreover, customer prepayments (securitisation of receivables, project-specific cash pull-forward) may smooth short-term cash requirements (Purnamasari and Adriza, 2024). This will help calm down lenders and rating stakeholders as the company strives to bring the Z-score back above 3.0 and regain favourable interest coverage. Authorising Project A in lieu would cost less money (40m) but yield fewer benefits, and would still necessitate the same liquidity measures; authorising Project B would destroy value and reputation.
Strategic Fit and Optionality
The back-end scale of Project C indicates that it might be strategic, such as being associated with a higher-margin platform or growth adjacency (e.g., connected home, energy-efficient components, or services ecosystem). Such a strategic fit is important: a project that grows gross margin and increases switching costs is what General Electronics needs to recover ROCE (Nunden et al., 2022). The C option value is also significant: in cases where progress is made earlier than expected, incremental capacity is granted at a later stage; in cases where not, stage gates restrict sunk cost. Project A, on the other hand, is a smaller project with a lower density of value quality and is rather a tactical change than a strategic change.
Governance, KPIs, and Ethical Execution
To comply with the company philosophy of ethical and globally scalable business:
· Governance: Have a Project Investment Committee that reports to the board and has authority on stage gates, hedging policy, supplier terms, and cash KPIs.
· KPIs: Monthly NPV-at-risk, milestone, unit, and CCC performance (inventory related to the project; DSO on project invoices; DPO on key suppliers).
· Supplier and workforce standards: In case the project changes the supply base or footprint, make sure it is sourced responsibly, with fair payment terms (particularly when it comes to SMEs), and that it meets e-waste and environmental requirements (Nunden et al., 2022).
· Openness to investors/lenders: Report milestone achievements and cash-related metrics; base management compensation on value creation and cash conversion, rather than revenue.
The Contingency Plan and Sensitivity
Sensitivity test shows that C is superior unless there is a material slip of the ramp or a significant increase in the discount rate. Two safeguards:
· Ramp-Delay Situation: When Y3 inflows risk slip past, with no recovery evident, freeze remaining capex, and activate asset-light JV or co-funding with customers to distribute risk (Focacci, 2022).
· Cost-of-Capital Shock: An increase in WACC makes C more robust than A in terms of IRR and PI; A and C should be deteriorating, the board must protect liquidity by retaining C (higher value density) and increasing working-capital release.
Final Recommendation
Project C (approved to be funded at £50m); Project B (rejected due to inability to fund at this time); Project A (deferral) should be approved as a contingency decision. This option is the most value-efficient in terms of cost, keeps the fragile liquidity of the firm balanced between investment and working-capital release, and fosters a strategic change toward more profitable, scalable platforms. Capital discipline demands in a firm born out of losses, where leverage is high and the Z-Score is in the grey zone that can support the project that best enhances economic profit and investment-grade credibility, which is Project C.



[bookmark: _Toc210855242]Conclusion
General Electronics is at a critical yet recoverable crossroads. This five-year analysis concurs on failed profitability, weak liquidity, increased leverage, and a Z-Score in the grey region. The way out is obvious: unlock cash by shortening the cash conversion cycle, deleverage by specific divestitures and liability management, and reestablish earnings discipline. In capital rationing, fund Project C best NPV/PI and the best IRR spread-and reject B and defer A. Fund under stage-gated funding, hedging, and ethical supplier and workforce protection. CCC -50 days, positive interest coverage, D/E/0.8 and Z/3.0 will be used as indicators of success. Through responsible governance and open disclosure, the company will be able to regain solvency and resume scalable, responsible development.
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Detail Calculation


Detailed calculation given in excel file also in word.
	
	
	
	
	
	
	
	
	

	Year
	X₁ = WC/TA
	X₂ = RE/TA
	X₃ = EBIT/TA
	X₄ = E/TD
	X₅ = Sales/TA
	Z-Score
	Component
	Formula

	2020
	0.29
	0.64
	0.07
	1.59
	1.2
	3.64
	X₁
	(Current Assets – Current Liabilities) / Total Assets

	2021
	0.24
	0.65
	0.05
	1.18
	1.18
	3.22
	X₂
	Retained Earnings / Total Assets

	2022
	0.24
	0.66
	0.03
	1.14
	1.08
	3.06
	X₃
	EBIT / Total Assets

	2023
	0.27
	0.65
	-0.24
	1.01
	1.18
	2.24
	X₄
	Equity / Total Liabilities

	2024
	0.26
	0.64
	-0.05
	0.9
	1.22
	2.82
	X₅
	Sales / Total Assets

	
	
	
	
	
	
	
	
	

	Project A
	 
	 
	 
	
	
	
	
	

	Year
	Net Cash Flow
	PV Factor = 1/(1+0.10)^t
	PV of Inflow
	
	
	
	
	

	0
	-40
	1
	-40
	
	
	
	
	

	1
	10
	0.9091
	9.09
	
	
	
	
	

	2
	12
	0.8264
	9.92
	
	
	
	
	

	3
	14
	0.7513
	10.52
	
	
	
	
	

	4
	10
	0.683
	6.83
	
	
	
	
	

	5
	8
	0.6209
	4.97
	
	
	
	
	

	Totals
	 
	 
	PV inflows = 41.33
	
	
	
	
	

	 
	 
	 
	NPV = 41.33 − 40.00 = £1.324m
	
	
	
	
	

	 
	 
	 
	PI = 41.33 / 40.00 = 1.033
	
	
	
	
	

	Project B
	 
	 
	 
	
	
	
	
	

	Year
	Net Cash Flow
	PV Factor
	PV of Inflow
	
	
	
	
	

	0
	-30
	1
	-30
	
	
	
	
	

	1
	6
	0.9091
	5.45
	
	
	
	
	

	2
	6
	0.8264
	4.96
	
	
	
	
	

	3
	6
	0.7513
	4.51
	
	
	
	
	

	4
	6
	0.683
	4.1
	
	
	
	
	

	5
	6
	0.6209
	3.73
	
	
	
	
	

	Totals
	 
	 
	PV inflows = 22.74
	
	
	
	
	

	 
	 
	 
	NPV = 22.74 − 30.00 = −£7.255m
	
	
	
	
	

	 
	 
	 
	PI = 22.74 / 30.00 = 0.758
	
	
	
	
	

	Project C
	 
	 
	 
	
	
	
	
	

	Year
	Net Cash Flow
	PV Factor
	PV of Inflow
	
	
	
	
	

	0
	-50
	1
	-50
	
	
	
	
	

	1
	5
	0.9091
	4.55
	
	
	
	
	

	2
	10
	0.8264
	8.26
	
	
	
	
	

	3
	20
	0.7513
	15.03
	
	
	
	
	

	4
	25
	0.683
	17.07
	
	
	
	
	

	5
	15
	0.6209
	9.31
	
	
	
	
	

	Totals
	 
	 
	PV inflows = 54.22
	
	
	
	
	

	 
	 
	 
	NPV = 54.22 − 50.00 = £4.225m
	
	
	
	
	

	 
	 
	 
	PI = 54.22 / 50.00 = 1.085
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Payback Period Calculation
	 
	 
	 
	 
	 
	 
	
	

	Project
	Initial Outlay (£m)
	Year When Cumulative Turns Positive
	Shortfall Just Before That Year (£m)
	Cash Inflow In That Year (£m)
	Fraction of Year to Recover Shortfall
	Payback Period (Years)
	
	

	A
	40
	Year 4
	4
	10
	4/10 = 0.40
	3.4
	
	

	B
	30
	Year 5 (end)
	6
	6
	6/6 = 1.00
	5
	
	

	C
	50
	Year 4
	15
	25
	15/25 = 0.60
	3.6
	
	

	 
	 
	 
	 
	 
	 
	 
	
	

	ARR Calculation
	 
	 
	 
	 
	 
	 
	
	

	Project
	Initial (£m)
	Depreciation p.a.
	Profits by Year (CF − Dep) (£m)
	Avg Profit (£m)
	Avg Investment (£m)
	ARR
	
	

	A
	40
	8
	2, 4, 6, 2, 0
	2.8
	20
	14.00%
	
	

	B
	30
	6
	0, 0, 0, 0, 0
	0
	15
	0.00%
	
	

	C
	50
	10
	−5, 0, 10, 15, 5
	5
	25
	20.00%
	
	

	
	
	
	
	
	
	
	
	

	IRR Calculation
	 
	 
	
	
	
	
	
	

	Project
	Cash Flow Series (Year 0–5)
	IRR%
	
	
	
	
	
	

	A
	{-40, 10, 12, 14, 10, 8}
	11.33%
	
	
	
	
	
	

	B
	{-30, 6, 6, 6, 6, 6}
	0.00%
	
	
	
	
	
	

	C
	{-50, 5, 10, 20, 25, 15}
	12.72%
	
	
	
	
	
	




Profitability

Gross Profit Margin	
2024	2023	2022	2021	2020	0.28868083640811487	0.23203324002216635	0.28059275800505207	0.28759212901552855	0.28674432224897506	Return On Asset	
2024	2023	2022	2021	2020	-7.4311745022483097E-2	-0.27604869166441864	8.0727859838980649E-4	1.0387030026570106E-2	7.5588390914969925E-2	



Liquidity

Current Ratio	
2024	2023	2022	2021	2020	1.5319506478574272	1.6062935934668752	1.5615804280441441	1.5551947303113194	1.8207509330956493	Quick Ratio	
2024	2023	2022	2021	2020	1.0306271360974408	1.0585176359619728	0.9140123710578224	0.93491307135575474	1.1498690880730877	



Efficiency

Inventory turnover	
2024	2023	2022	2021	2020	3.3512897606605101	2.8268010190235233	2.8433205898416167	3.3627907524156626	3.6404882504359377	Receivable turnover	
2024	2023	2022	2021	2020	3.4825159406997153	3.738359221488206	4.4936972441743492	4.6518975596177041	4.749020728871308	



Gearing

Debt-Equity Ratio	
2024	2023	2022	2021	2020	1.1119754416903431	0.98900067069081155	0.87835964918817011	0.84942869878129657	0.62875317984941004	Interest Coverage Ratio	
2024	2023	2022	2021	2020	-4.5513240107110979	-19.690904893813482	6.6127272727272723	41.083038869257948	26.20745428973277	



Investment

Earnings Per Share	2024	2023	2022	2021	2020	-1.8542325796743575	-7.6420070011668608	3.2039675667165236E-2	0.39368733754177498	2.77636219678975	Return On Equity	2024	2023	2022	2021	2020	-0.1569445805166389	-0.54906103286384977	1.5163595448685946E-3	1.9210071426241804E-2	0.1231148320624575	



Cash Flow

Operating Cash Flow Ratio	
2024	2023	2022	2021	2020	9.3637667334213567E-2	0.15631593317943754	5.0472807232310728E-2	0.18581833781545942	0.40884630382708487	Cash Flow to Debt Ratio	
2024	2023	2022	2021	2020	8.7060716949879297E-2	0.14235498892354989	4.6344329118541548E-2	0.17185653522412639	0.37256902669692216	
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Calculation.xlsx
Sheet1

		Profitability		Gross Profit Margin																		Profitability		2024		2023		2022		2021		2020

				Particulars		Formula		2024 (£m)		2023 (£m)		2022 (£m)		2021 (£m)		2020 (£m)						Gross Profit Margin		28.87%		23.20%		28.06%		28.76%		28.67%

				Gross Profit		Gross Profit/ Revenue		113,994		97,560		152,292		173,016		176,256						Return On Asset		-7.43%		-27.60%		0.08%		1.04%		7.56%

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

				Gross Profit Margin				28.87%		23.20%		28.06%		28.76%		28.67%						Liquidity		2024		2023		2022		2021		2020

																						Current Ratio		1.53		1.61		1.56		1.56		1.82

				Return On Asset																		Quick Ratio		1.03		1.06		0.91		0.93		1.15

				Particulars		Formula		2024 (£m)		2023 (£m)		2022 (£m)		2021 (£m)		2020 (£m)

				Net Profit		(Net Profit ÷ Total Assets)*100		-24,029		-98,238		407		5,301		38,572

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

				Return On Asset				-7.43%		-27.60%		0.08%		1.04%		7.56%

		Liquidity		Current ratio

				Particulars		Formula		2024 (£m)		2023 (£m)		2022 (£m)		2021 (£m)		2020 (£m)

				Current Assets 		Current Assets/ Current Liability 		242,494		258,851		338,040		337,146		326,843

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

				Current Ratio				1.53		1.61		1.56		1.56		1.82

				Quick ratio

				Particulars		Formula		2024 (£m)		2023 (£m)		2022 (£m)		2021 (£m)		2020 (£m)

				Quick Assets 		Quick  Assets/ Current Liability 		163,139		170,578		197,859		202,677		206,413

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

				Quick Ratio				1.03		1.06		0.91		0.93		1.15

		Efficiency		Inventory turnover

				Particulars		Formula		2024 (£m)		2023 (£m)		2022 (£m)		2021 (£m)		2020 (£m)						Efficiency		2024		2023		2022		2021		2020

				Cost of Goods Sold 		Cost of Goods Sold/Average Inventory 		280,885		322,897		390,459		428,586		438,424						Inventory turnover		3.35		2.83		2.84		3.36		3.64

				Average Inventory 				83814		114227		137325		127449.5		120,430						Receivable turnover		3.48		3.74		4.49		4.65		4.75

				Inventory turnover				3.35		2.83		2.84		3.36		3.64



				Receivable turnover

				Particulars		Formula		2024 (£m)		2023 (£m)		2022 (£m)		2021 (£m)		2020 (£m)						114,182		112,596		112,346		129,215		129,433

				Net Sales		Net Sales/ Average Accounts Receivable		394,879		420,457		542,751		601,602		614,680						112,596		112,346		129,215		129,433

				Average Accounts Receivable				113389		112471		120780.5		129324		129,433						113389		112471		120780.5		129324

				Receivable turnover				3.48		3.74		4.49		4.65		4.75

		Gearing		Debt-Equity Ratio																		Gearing		2024		2023		2022		2021		2020

				Particulars		Formula		2024 (£m)		2023 (£m)		2022 (£m)		2021 (£m)		2020 (£m)						Debt-Equity Ratio		1.11		0.99		0.88		0.85		0.63

				Total Debt		Total Debt/ Total Equity		170,249		176,952		235,757		234,399		196,989						Interest Coverage Ratio		-4.55		-19.69		6.61		41.08		26.21

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

				Debt-Equity Ratio				1.11		0.99		0.88		0.85		0.63

				Interest Coverage Ratio

				Particulars		Formula		2024 (£m)		2023 (£m)		2022 (£m)		2021 (£m)		2020 (£m)

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

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

				Interest Coverage Ratio				-4.55		-19.69		6.61		41.08		26.21

		Investment		Earnings Per Share																		Investment		2024		2023		2022		2021		2020

				Particulars		Formula		2024 (£m)		2023 (£m)		2022 (£m)		2021 (£m)		2020 (£m)						Earnings Per Share		-1.85		-7.64		0.03		0.39		2.78

				Net Profit		Net Profit/ Num of Shares		-24,029		-98,238		407		5,301		38,572						Return On Equity		-15.69%		-54.91%		0.15%		1.92%		12.31%

				Num of Shares				12,959		12,855		12,703		13,465		13,893

				Earnings Per Share				-1.85		-7.64		0.03		0.39		2.78

				Return On Equity

				Particulars		Formula		2024 (£m)		2023 (£m)		2022 (£m)		2021 (£m)		2020 (£m)

				Net Profit		(Net Profit ÷ Shareholders’ Equity)*100		-24,029		-98,238		407		5,301		38,572

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

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

		Cash Flow Ratios		Operating Cash Flow Ratio																		Cash Flow Ratios		2024		2023		2022		2021		2020

				Particulars		Formula		2024 (£m)		2023 (£m)		2022 (£m)		2021 (£m)		2020 (£m)						Operating Cash Flow Ratio		0.09		0.16		0.05		0.19		0.41

				Operating Cash Flow		Operating Cash Flow ÷ Current Liabilities		14,822		25,190		10,926		40,283		73,392						Cash Flow to Debt Ratio		0.09		0.14		0.05		0.17		0.37

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

				Operating Cash Flow Ratio				0.09		0.16		0.05		0.19		0.41

				Cash Flow to Debt Ratio

				Particulars		Formula		2024 (£m)		2023 (£m)		2022 (£m)		2021 (£m)		2020 (£m)

				Operating Cash Flow		Operating Cash Flow ÷ Total Debt		14,822		25,190		10,926		40,283		73,392

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

				Cash Flow to Debt Ratio				0.09		0.14		0.05		0.17		0.37

				Year		X₁ = WC/TA		X₂ = RE/TA		X₃ = EBIT/TA		X₄ = E/TD		X₅ = Sales/TA		Z-Score		Component		Formula

				2020		0.29		0.64		0.07		1.59		1.2		3.64		X₁		(Current Assets – Current Liabilities) / Total Assets

				2021		0.24		0.65		0.05		1.18		1.18		3.22		X₂		Retained Earnings / Total Assets

				2022		0.24		0.66		0.03		1.14		1.08		3.06		X₃		EBIT / Total Assets

				2023		0.27		0.65		-0.24		1.01		1.18		2.24		X₄		Equity / Total Liabilities

				2024		0.26		0.64		-0.05		0.9		1.22		2.82		X₅		Sales / Total Assets

				Project A

				Year		Net Cash Flow		PV Factor = 1/(1+0.10)^t		PV of Inflow

				0		-40		1		-40

				1		10		0.9091		9.09

				2		12		0.8264		9.92

				3		14		0.7513		10.52

				4		10		0.683		6.83

				5		8		0.6209		4.97

				Totals						PV inflows = 41.33

										NPV = 41.33 − 40.00 = £1.324m

										PI = 41.33 / 40.00 = 1.033

				Project B

				Year		Net Cash Flow		PV Factor		PV of Inflow

				0		-30		1		-30

				1		6		0.9091		5.45

				2		6		0.8264		4.96

				3		6		0.7513		4.51

				4		6		0.683		4.1

				5		6		0.6209		3.73

				Totals						PV inflows = 22.74

										NPV = 22.74 − 30.00 = −£7.255m

										PI = 22.74 / 30.00 = 0.758

				Project C

				Year		Net Cash Flow		PV Factor		PV of Inflow

				0		-50		1		-50

				1		5		0.9091		4.55

				2		10		0.8264		8.26

				3		20		0.7513		15.03

				4		25		0.683		17.07

				5		15		0.6209		9.31

				Totals						PV inflows = 54.22

										NPV = 54.22 − 50.00 = £4.225m

										PI = 54.22 / 50.00 = 1.085

				Payback Period Calculation

				Project		Initial Outlay (£m)		Year When Cumulative Turns Positive		Shortfall Just Before That Year (£m)		Cash Inflow In That Year (£m)		Fraction of Year to Recover Shortfall		Payback Period (Years)

				A		40		Year 4		4		10		4/10 = 0.40		3.4

				B		30		Year 5 (end)		6		6		6/6 = 1.00		5

				C		50		Year 4		15		25		15/25 = 0.60		3.6



				ARR Calculation

				Project		Initial (£m)		Depreciation p.a.		Profits by Year (CF − Dep) (£m)		Avg Profit (£m)		Avg Investment (£m)		ARR

				A		40		8		2, 4, 6, 2, 0		2.8		20		14.00%

				B		30		6		0, 0, 0, 0, 0		0		15		0.00%

				C		50		10		−5, 0, 10, 15, 5		5		25		20.00%

				IRR Calculation

				Project		Cash Flow Series (Year 0–5)		IRR%

				A		{-40, 10, 12, 14, 10, 8}		11.33%

				B		{-30, 6, 6, 6, 6, 6}		0.00%

				C		{-50, 5, 10, 20, 25, 15}		12.72%



Profitability



Gross Profit Margin	

2024	2023	2022	2021	2020	0.28868083640811487	0.23203324002216635	0.28059275800505207	0.28759212901552855	0.28674432224897506	Return On Asset	

2024	2023	2022	2021	2020	-7.4311745022483097E-2	-0.27604869166441864	8.0727859838980649E-4	1.0387030026570106E-2	7.5588390914969925E-2	







Liquidity



Current Ratio	

2024	2023	2022	2021	2020	1.5319506478574272	1.6062935934668752	1.5615804280441441	1.5551947303113194	1.8207509330956493	Quick Ratio	

2024	2023	2022	2021	2020	1.0306271360974408	1.0585176359619728	0.9140123710578224	0.93491307135575474	1.1498690880730877	







Efficiency



Inventory turnover	

2024	2023	2022	2021	2020	3.3512897606605101	2.8268010190235233	2.8433205898416167	3.3627907524156626	3.6404882504359377	Receivable turnover	

2024	2023	2022	2021	2020	3.4825159406997153	3.738359221488206	4.4936972441743492	4.6518975596177041	4.749020728871308	







Gearing



Debt-Equity Ratio	

2024	2023	2022	2021	2020	1.1119754416903431	0.98900067069081155	0.87835964918817011	0.84942869878129657	0.62875317984941004	Interest Coverage Ratio	

2024	2023	2022	2021	2020	-4.5513240107110979	-19.690904893813482	6.6127272727272723	41.083038869257948	26.20745428973277	







Investment



Earnings Per Share	2024	2023	2022	2021	2020	-1.8542325796743575	-7.6420070011668608	3.2039675667165236E-2	0.39368733754177498	2.77636219678975	Return On Equity	2024	2023	2022	2021	2020	-0.1569445805166389	-0.54906103286384977	1.5163595448685946E-3	1.9210071426241804E-2	0.1231148320624575	







Cash Flow



Operating Cash Flow Ratio	

2024	2023	2022	2021	2020	9.3637667334213567E-2	0.15631593317943754	5.0472807232310728E-2	0.18581833781545942	0.40884630382708487	Cash Flow to Debt Ratio	

2024	2023	2022	2021	2020	8.7060716949879297E-2	0.14235498892354989	4.6344329118541548E-2	0.17185653522412639	0.37256902669692216	
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