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[bookmark: _Toc216960947]1. Introduction
Competition in the consumer electronics market has put General Electronics under heavy financial pressure. This report examines the company’s past performance and attempts to develop a plan that will revive it. To assess the health of the business, the report includes an analysis of financial ratios that indicate its profitability, liquidity, and debt over a 5-year period. It also includes the Altman Z-Score model to estimate the company’s risk of failure in the near future. The report also analyses the cash operating cycle, and it will help the company to know about its inventory to cash cycle.
After that, the report focuses on a restructuring plan to focus on increasing daily cash flow through improved management of working capital. It also highlights the importance of the disposal of underperforming assets or the issuance of new capital that will strengthen the balance sheet. The report also includes three project concepts with an investment capital of £60 million. This includes analysis of net present value and internal rate of return to select the most appropriate method of increasing shareholder wealth. Finally, it will show a strategy that is financially viable, globally scalable, and ethically sound.
[bookmark: _Toc216868104][bookmark: _Toc216960948]1. Financial Health Check
[bookmark: _Toc216868105][bookmark: _Toc216960949]1.1 Analysis of General electronics’ Financial Statement (2020-2024)
The longitudinal assessment of the General Electronics’ financial statement during the last 5-years has addressed a highly persistent change and deterioration which moves beyond the cyclical volatility and strategic weaknesses. The combined evidences noted from the income statement, cash flow statement and balance sheet statement has addressed that the business is operating within a financially distressed state, with having eroding profitability and weakening liquidity including fragile solvency positions. From assessing the income statement, one of the most observable concern has been sustained contraction in the revenue that has declined materially between 2020 and 2024 (Russo, 2024). Such trend has addressed more than declining competitiveness, with ineffective product differentiation and failure for responding to the changing consumer and technological preferences. As the gross margin have remained stable at 29% during most of the recent years, while the apparent resilience has been misleading. The stable gross margin has implied that pricing power and direct cost control aren’t noted as the core issues, besides the collapse in the operational performance has been driven by the inflated and poorly controlled operating cost base. 
Deteriorations in the net income has reinforced the assessment, where General Electronics has made a transition from profitable position in 2020 for deep losses by the end of 2023. This includes no meaningful recovery in the year 2024, while a substantial good will impairment has been identified in 2023. This can be noted as revealing, as it reflects the destructions of the value from the earlier acquisitions. This addressed that past growth strategies have been either poorly executed or based on the optimistic assumptions, while burdening the firm with non-performing assets and undermining value of the shareholders (Russo, 2024). 
The cash flow statement has provided relevant insights into the distress of the firms, even though the operating cash flows have remained positive throughout the periods. In this case, their sharp decline addresses a weakening ability for converting the accounting profitability into cash and equivalents (Russo, 2024). The reduction observed in the operating cash flow is connected to the failing earnings and unfavourable working capital movements, specifically in terms of receivables and payable management. This has increased the concerns regarding credit control options, bargaining power with suppliers, and overall working capital efficiency. The continued negative investment of the cash flows, while not being problematic, it can appear as less defensible regarding the context, as capital and intangible investment haven’t translated into the improvement of profitability. 
[bookmark: _Toc216868106]The balance sheet statement has conformed a highly progressive erosion of the financial stability. Here, the total assets have contracted over the period, while being driven by the inventory reduction, including; asset impairment and lower receivables. As the utilisation of assets can address efficiency levels and improvement, that reflects contradiction and declining operational efficiency. The equity has weakened sharply due to the accumulated losses and negative retained earnings that undermined the solvency of the business and limits its financial flexibility.                                  

[bookmark: _Toc216960950]1.2 Ratio Assessment
	Profitability Ratios

	Ratio
	Formula
	2024 (Amount & Result)
	2023
	2022
	2021
	2020

	Gross Profit Margin (%)
	Gross Profit ÷ Net Sales × 100
	113,994 ÷ 394,879 = 28.87%
	97,560 ÷ 420,457 = 23.20%
	152,292 ÷ 542,751 = 28.06%
	173,016 ÷ 601,602 = 28.76%
	176,256 ÷ 614,680 = 28.67%

	Net Profit Margin (%)
	Net Income ÷ Net Sales × 100
	(24,029) ÷ 394,879 = -6.09%
	(98,238) ÷ 420,457 = -23.37%
	407 ÷ 542,751 = 0.07%
	5,301 ÷ 601,602 = 0.88%
	38,572 ÷ 614,680 = 6.28%

	ROA (%)
	Net Income ÷ Total Assets × 100
	(24,029) ÷ 323,354 = -7.43%
	(98,238) ÷ 355,872 = -27.61%
	407 ÷ 504,163 = 0.08%
	5,301 ÷ 510,348 = 1.04%
	38,572 ÷ 510,290 = 7.56%

	ROE (%)
	Net Income ÷ Shareholders’ Equity × 100
	(24,029) ÷ 153,105 = -15.69%
	(98,238) ÷ 178,920 = -54.91%
	407 ÷ 268,406 = 0.15%
	5,301 ÷ 275,949 = 1.92%
	38,572 ÷ 313,301 = 12.31%


[bookmark: _Toc216960970]Table 1: Profitability Ratios
(Source: Refer to the excel sheet)
	Liquidity Ratios

	Ratio
	Formula
	2024
	2023
	2022
	2021
	2020

	Current Ratio
	Current Assets ÷ Current Liabilities
	242,494 ÷ 158,291 = 1.53
	258,851 ÷ 161,148 = 1.61
	338,040 ÷ 216,473 = 1.56
	337,146 ÷ 216,787 = 1.56
	326,843 ÷ 179,510 = 1.82

	Quick Ratio
	(Current Assets – Inventories) ÷ Current Liabilities
	(242,494 − 79,355) ÷ 158,291 = 1.03
	(258,851 − 88,273) ÷ 161,148 = 1.06
	(338,040 − 140,181) ÷ 216,473 = 0.91
	(337,146 − 134,469) ÷ 216,787 = 0.94
	(326,843 − 120,430) ÷ 179,510 = 1.15


[bookmark: _Toc216960971]Table 2: Liquidity Ratios
(Source: Refer to the excel sheet)
	Efficiency Ratios

	Ratio
	Formula
	2024
	2023
	2022
	2021
	2020

	Asset Turnover
	Net Sales ÷ Total Assets
	394,879 ÷ 323,354 = 1.22
	420,457 ÷ 355,872 = 1.18
	542,751 ÷ 504,163 = 1.08
	601,602 ÷ 510,348 = 1.18
	614,680 ÷ 510,290 = 1.21


[bookmark: _Toc216960972]Table 3: Efficiency Ratios
(Source: Refer to the excel sheet)
	Gearing / Leverage Ratios

	Ratio
	Formula
	2024
	2023
	2022
	2021
	2020

	Debt-to-Equity
	Total Liabilities ÷ Shareholders’ Equity
	170,249 ÷ 153,105 = 1.11
	176,952 ÷ 178,920 = 0.99
	235,757 ÷ 268,406 = 0.88
	234,399 ÷ 275,949 = 0.85
	196,989 ÷ 313,301 = 0.63

	Debt Ratio
	Total Liabilities ÷ Total Assets
	170,249 ÷ 323,354 = 0.53
	176,952 ÷ 355,872 = 0.50
	235,757 ÷ 504,163 = 0.47
	234,399 ÷ 510,348 = 0.46
	196,989 ÷ 510,290 = 0.39


[bookmark: _Toc216960973]Table 4: Gearing / Leverage Ratios
(Source: Refer to the excel sheet)
	Cash Flow Ratios

	Ratio
	Formula
	2024
	2023
	2022
	2021
	2020

	Operating Cash Flow Ratio
	Operating Cash Flow ÷ Current Liabilities
	14,822 ÷ 158,291 = 0.09
	25,190 ÷ 161,148 = 0.16
	10,926 ÷ 216,473 = 0.05
	40,283 ÷ 216,787 = 0.19
	73,392 ÷ 179,510 = 0.41


[bookmark: _Toc216960974]Table 5: Cash Flow Ratios
(Source: Refer to the excel sheet)
	Investment Ratios

	Ratio
	Formula
	2024
	2023
	2022
	2021
	2020

	Earnings Per Share (EPS)
	Net Income ÷ Weighted Avg. Shares
	(24,029) ÷ 12,959 = -1.85
	(98,238) ÷ 12,855 = -7.64
	407 ÷ 12,703 = 0.03
	5,301 ÷ 13,465 = 0.39
	38,572 ÷ 13,893 = 2.78


[bookmark: _Toc216960975]Table 6: Investment Ratios
(Source: Refer to the excel sheet)
[bookmark: _Toc216868107][bookmark: _Toc216960951]1.3 Identification of Trends, Strengths, and Threats
Key Trends 
The 5-year financial trajectory of the General electronics has addressed clear pattern of the contradiction including financial stresses besides cyclical underperformance. The revenues have declined sharply between FY2020 and FY2024, while reflecting a highly cumulative fall over one-third. Such persistent erosion in the top-line performance addresses the structural weaknesses, including; reduced market relevance, intensified competition, or ineffective strategic positioning. The profitability has weakened sharply, while the operating performances has shifted from having healthy surplus in 2020 to the sustained operating losses by the end of 2024. 
Strengths
Despite of the challenges, some of the resilience can be noted, while it has constantly generated positive operating cash flows, and during the loss-making years. This situation has addressed that core operations has remained cash generative elements. This has provided short-term liquidity support and reduction of the immediate risk of insolvency. The major reduction in the inventory levels reflected the improved working capital discipline and a deliberate effort for releasing the tied-up cash.   
Threats         
The threats to the long-term visibility remained as a substantial element, where the current net losses have reduced equity, by weaning solvency and reduction of firm’s capacity for absorbing shocks. Increased dependence on the short-term financing can heightened the refinancing and liquidity risks, specifically in volatile interest rate environment.     
[bookmark: _Toc216868108][bookmark: _Toc216960952]1.4 Application of Altman Z-score for assessing default risk 
Altman Z-Score Formula
Z = 1.2X₁ + 1.4X₂ + 3.3X₃ + 0.6X₄ + 1.0X₅
Here, following can be considered:
· X₁ = Working Capital / Total Assets
· X₂ = Retained Earnings / Total Assets
· X₃ = EBIT / Total Assets
· X₄ = Equity / Total Liabilities
· X₅ = Sales / Total Assets
The key ratio calculations for 2024 
Working capital: 242,494 − 158,291 = 84,203
X₁ = 84,203 / 323,354 = 0.26
X₂ = 208,431 / 323,354 = 0.64
EBIT = Operating loss = −15,297
X₃ = −15,297 / 323,354 = −0.05
X₄ = 153,105 / 170,249 = 0.90
X₅ = 394,879 / 323,354 = 1.22
Now Z-Score calculation will be as below:
Z = (1.2×0.26) + (1.4×0.64) + (3.3×−0.05) + (0.6×0.90) + (1.0×1.22)
Or, 2.81
Interpretations: 
· Z > 2.99: Safe zone
· 1.81 < Z < 2.99: Grey zone
· Z < 1.81: Distress zone
[bookmark: _ojgil6o9f1e6][bookmark: _Toc216960953]3. Working Capital Management Analysis 
[bookmark: _fig4bvm9iyxt][bookmark: _Toc216960954]3.1 Cash Operating Cycle
	Cash Operating Cycle

	 
	Formula
	 
	Value

	Days Inventory Outstanding (DIO)
	(Average inventory ÷ Cost of sales) × 365 Days
	[{(88,273 + 79,355)/2} ÷ 280,885] × 365
	108.91

	Days Sales Outstanding (DSO)
	(Trade Receivables ÷ Revenue) × 365 Days
	(114,182 ÷ 394,879) × 365
	105.54

	Days Payables Outstanding (DPO)
	(Trade Payables ÷ Cost of Sales) × 365 Days
	(72,031÷ 280,885) × 365 
	93.60

	Cash Operating Cycle
	DSO + DIO – DPO
	(108.91 + 105.54) - 93.60 
	120.85


[bookmark: _Toc216960976]Table 7: Cash Operating Cycle (COC)
(Source: Refer to the Excel)
The cash operating cycle, referred to as the working capital cycle or the cash conversion cycle, represents the duration in days between the payment to suppliers and the cash from sales being received (ACCA Global, 2025). General Electronics’ cash operating cycle is 120.85 days, and this indicates that it is facing difficulties in working capital management. Days Inventory Outstanding is 108.91, which means that inventory is not being sold quickly. Days Sales Outstanding is 105.54, so the company takes a long time to get money back from customers, which is a liquidity constraint. Days Payable Outstanding is 93.60, but it is still much longer. This makes it difficult to release cash for business operations and investments. To correct this, the company should recruit inventory on time, accelerate collections by improving credit control, and negotiate long payment terms with suppliers so as not to damage any good relationships.  
[bookmark: _aa8bbriueed][bookmark: _Toc216960955]3.2 Recommend Strategies to Improve Liquidity
General Electronics should use just-in-time (JIT) ordering to reduce high days’ inventory backlog. The Just-in-Time (JIT) inventory management approach has emerged as a strong method designed to reduce waste and enhance supply chain resilience (Mweshi, Kabamba and Nguluwe, 2025). The core idea of JIT is to align the receipt of goods with current demand, thereby minimising the time products spend in inventory and lowering the risk of damage. This approach helps companies to maintain their inventory. This method reduces DIO, which will reduce storage costs and reduce the likelihood of obsolete stock. Artificial Intelligence (AI), especially with cutting-edge machine learning techniques and neural network designs, has transformed demand forecasting. AI's ability to manage extensive and varied data sets, acquire knowledge from fresh information, and recognise complicated, non-linear patterns provides an unprecedented degree of forecasting accuracy (Pal, 2023). Utilising AI in forecasting allows a more detailed examination of trends and enables quicker adjustments to shifts in consumer habits and market dynamics. 
[image: ]
[bookmark: _Toc216960977]Figure 1: Just-in-Time (JIT)
(Source: Mweshi, Kabamba and Nguluwe, 2025)
Days Sales Outstanding of 105.54 days indicates poor credit control. Early payment discounts are incentives businesses provide to motivate customers to pay their bills sooner (Annapoorna, 2023). Offering an early payment discount of such as 2% if paid within 10 days can attract early cash. Strict credit checks on new customers and automated invoice reminder services will reduce bad debt and reduce DSO. Factoring involves selling receivables to a third party at a discount, thereby providing immediate cash, but keeping costs to a minimum. By taking such measures, the collection period can be cut in half, ensuring a regular cash flow despite a decline in sales.
93.60 days of outstanding accounts receivable provide a small support. Longer payment periods of up to 120 days can help increase cash flow if the company and supplier relationship is good, and this is especially true when the company buy in large quantities. Companies with robust supply chains typically establish clear payment terms that are favourable for both sides instead of merely extending payments independently. Negotiating payment terms with suppliers will be advantageous, for instance, by requesting to extend payment deadlines without charges (JPMorgan, 2025). These changes can collectively reduce the 120.85-day cash cycle, providing more liquidity needed to make necessary investments and rescue plans. 
[bookmark: _dqskqlnf1css][bookmark: _Toc216960956]3.3 Comparison of Short-Term vs Long-Term Financing
Short-term financing can meet General Electronics' immediate cash needs, such as working on a daily basis. Short-term financing is defined as capital acquired for a limited duration, usually under one year (Ram, 2025). Trade credit or overdrafts are options that provide access to quick credit, usually approved within a few days and repayable. Trade credit includes acquiring goods or services from vendors on credit, enabling a company to settle the payment for the items at a future date. Trade credit conditions can vary from a few days to multiple months, offering companies extra time to earn income from the sale of the acquired products before clearing the pending payment (Ram, 2025). For any company in crisis, this helps reduce costs by making short-term repairs without a long-term contract.
[image: ]
[bookmark: _Toc216960978]Figure 2: Long-Term Financing 
(Source: Geeks for Geeks, 2025)
Long-term financing is loans that are providing for a duration exceptional one year. This can be attained through the issue of equity shares, safeguarding debt financing, procurement of long-term loans, issuance of bonds, or utilising leases. Long-term financing is acquired for significant projects, business growth, or funding (Geeks for Geeks, 2025). Bank loans or bonds provide large amounts of debt at low interest rates, and they spread the repayments out so that weak cash flows are not stressed over months. Equity issues, such as rights issues, lead to capital being introduced without repayment. In electronics, where the cycle will be volatile, long-term stability contributes to strategic development rather than rapid stagnation.
The speed and flexibility of working capital adjustments are better suited to short-term solutions, which work best during a period of declining sales. Long-term projects provide cheaper and more predictable costs, but put a strain on the balance sheet during periods of loss. The balance between risk is achieved through a mix of short-term liquidity and long-term exposure to investments. 
[bookmark: _uk7aiwjkvtmd][bookmark: _Toc216960957]4. Strategic Financial Restructuring Plan
[bookmark: _5ihr27d0kld3][bookmark: _Toc216960958]4.1 Financial Restructuring Options
General Electronics is currently facing a severe financial crisis, with declining sales and losses, which threaten the future of the organisation. When businesses experience financial trouble, their primary goal is to engage in financial restructuring that alleviates the burden linked to their debt and interest obligations (Palacín-Sánchez, Alencar-García and Canto-Cuevas, 2023). Decisions must be balanced against global concerns, such as exchange rates, and ethical concerns, such as employment, health, and the creation of a stable path.
Mergers
General Electronics can gain the strength it needs with a merger with a partner. A merger is a business approach to unite with another firm and function as one legal organisation (Corporate Finance Institute, 2025a).  Combining assets eliminates unnecessary costs and provides increased innovation. Mergers can create a competitive advantage in the market. It also transfers debt risk and develops new growth ideas. Still, merging parties can be a source of tension, and the lack of uniformity in regulations across nations can delay the process. Well-defined employee plans protects employees. For a company that is already struggling, a merger will help it more than going it alone, resulting in long-term efficiencies.
Equity Injection 
Equity injection can be classified as a type of capital restructuring. Nevertheless, capital or equity injection necessitates adequate fiscal space, administrative competence, corporate accountability, and minimal corruption, which make it more appropriate for developed economies (Abimanyu and Rokhim, 2023). This adds credibility to the company, indicating confidence in the recovery and financial turnaround. Leaders implement this strategy when times are tough. It safeguards steady cash flow and permits cautious spending since no interest applies. Global investors are introducing a variety of assets, necessitating appropriate strategies for interest rate adjustment. Transparency protects all shareholders. While it dilutes ownership, equity provides an area for defaulters.
Divestiture 
A divestiture involves the removal of a company's assets or a business segment through sale, trade, shutdown, or bankruptcy (Corporate Finance Institute, 2025b). Selling non-core components will provide General Electronics with quick cash to get the ship back on track. By eliminating underperforming units, the company reduces operating expenses and guarantees revenue to meet its daily needs and pay its debt. Removing weak divisions to focus on strong areas is a common practice in large companies. This reduces debt and frees up money to fund needed projects. Tax credits for past losses won't be worthless, but the company need good protection against currency fluctuations. For employees, smart job-assistance plans maintain confidence. Asset disposals provide timely funding in tough economic times without the need to increase debt.
Asset disposals are an immediate exchange of cash, a merger is a strength, and equity injection is a permanence. So, selling excess items for a quick profit, increasing equity to the expected level, and considering a merger when it fits will be effective in financial restructuring. This combination is guided by ethics to make good profits.
[bookmark: _ocoax6nr6ya4][bookmark: _Toc216960959]4.2 Impact on Shareholder Value, Operational Flexibility and Debt Structure
Impact on Shareholder Value
Restructuring helps shareholders share losses and focus more effectively. Selling off weaker areas generates cash and increases the profitability of the remaining business. Businesses might merge to benefit their stakeholders. After the merger, the current shareholders of the initial entities receive shares in the new company (Corporate Finance Institute, 2025a). All of this builds confidence and can increase share prices as the company becomes more stable. However, new equity also dilutes the ownership of existing shareholders, reducing their returns.
Impact on Debt Structure
Financial restructuring entails modifying a company's or group's capital structure, particularly when the enterprises cannot fulfil the servicing demands of their current debt obligations (PwC, 2025). Large current liabilities can be reduced by selling assets, and the burden of acquired debt is reduced. Through consolidation, risk is distributed among partners. Creating new equity means that the company does not need new debt, and even if the company experiences losses, the interest burden is still low. This reduces the risk of default as predicted by the models and better loan terms can be obtained at a later stage.
Impact on Operational Flexibility
Achieving financial stability through restructuring enables the company to manage economic unpredictability’s and market fluctuations more efficiently (The Strategic CFO, 2024).  The profits from the divestiture can be used for quick repairs, such as decreasing inventory. Merger is essential for rapid expansion to adapt to changes in the electronics sector. Equity helps to invest without stressing about repayment, which in turn increases working capital. The combination of all these factors helps to reduce long cash cycles, allowing leaders to deal with declining sales and cope with the pressure on the company. 
[bookmark: _suws5qw6vtph][bookmark: _Toc216960960]4.3 International and Ethical Considerations
International Considerations: General Electronics has a global presence and faces cross-border issues in restructuring. Tax regulations vary across countries, and different capital gains taxes are imposed on asset sales, which can reduce the amount of cash received. In the UK, a limited company typically pays Corporation Tax on the earnings or taxable gain from the sale or disposal of an asset (Gov.UK, 2025). Currency risk is a major concern in volatile markets, as a weak currency will reduce the value of foreign sales. Inflation in emerging markets increases the cost of a merger, which should be considered. These issues require professional advice to align deals with local regulations and economic changes.
Ethical Considerations: The restructuring process is guided by ethics in some aspects to ensure the protection of all stakeholders. As Corporate Social Responsibility (CSR) develops from a voluntary ethical approach to a strategic business strategy, and becomes essential for corporate decision-making and stakeholder value creation (Uwakwe and Mohs, 2025). CSR includes fair treatment in asset sales and regarding employment, where severance packages and training are provided to employees to maintain a positive image. Open discussions about the merger should be held to ensure fairness in value sharing. Trust is built through good governance, which is essential in the consumer electronics industry, as brand image impacts sales. 
[bookmark: _s6fc2suyzekl][bookmark: _Toc216960961]5. Investment Appraisal and Capital Budgeting 
[bookmark: _skfyu6suovjl][bookmark: _Toc216960962]5.1 Investment Appraisal
These investment appraisal methods are really important when companies are thinking about investing in projects. These methods that companies use to decide on investments include the Payback Period (PBP), the Accounting Rate of Return (ARR), the Net Present Value (NPV) the Profitability Index (PI) and the Internal Rate of Return (IRR).  
Project A
Project A has initial costs of 40 million pounds. It generates high revenues during the early years, with the largest amount being received in year three. 
PBP: It will recover its cost in the shortest period of 3.4 years. The fact that quick payback is important to General electronics which is facing cash flow problems. 
ARR: ARR delivers firms with an upfront way to assess an investment’s effectiveness over time. The project generates approximately 2.8 million pounds annually, following the allocation of 8 million pounds of depreciation over 5 years. That has it at an accounting rate of return of 14%. 
NPV: Project A is valuable with the help of discounted cash flow numbers. It has a discount rate of 10% that gives it a positive net present value of 1.32 million pounds. Investments that have a positive NPV are profitable and the company can accept the project (Shou, 2022). 
PI: The PI signifies the connection between the costs and benefits of a planned project. The profitability index stands at 1.03, which is a value addition to shareholders, although the margin is insignificant. 
IRR: Its internal rate of return is 11.55%, which is better than the needed 10%. Although the cash inflows decrease slightly in the final two years, the high initial cash flows reduce the probability of a long wait. 
As a CFO seeking to transform a company, Project A is a low-risk, consistent option providing prompt cash payoff and an acceptable payoff in the long term. 
Project B
Project B is a smaller project which required an investment of 30 million pounds. It has a consistent and low net cash of 6 million pounds yearly over a period of five years. Nonetheless, an in-depth financial analysis reveals that this project is not quite a good match for the firm. 
PBP: The Payback Period indicates the duration required for a company to recover an investment (Corporate Finance Institute, 2025c). The Payback Period is exactly 5 years, implying that General Electronics would just recover its investment at the very final stage of the project life. 
ARR: Since the cash inflow of 6 million pounds per annum equals the annual charge of straight-line depreciation, the average annual profit is zero. As a result of this, the Accounting Rate of Return is 0%, and this does not give growth or profitability to the company.
NPV: The project is even less appealing when the time value of money is taken into consideration. At a discount rate of 10%, Project B shows that the Net Present Value is negative at 7.26 million pounds. Investments that have a negative NPV will lead to monetary losses (Shou, 2022).  This implies that the project would make loss of 7.26 million pounds of the shareholders' wealth if they take the project.
PI and IRR: The Profitability Index is 0.76, which is much less than the needed 1.0, and the Internal Rate of Return is 0%. The project cannot cover the cost of capital and has no accounting advantages, so it needs to be rejected. 
It is quite possible that an investment in project B would cause the existing financial distress. Alos the project will generate total PV of 30 million pounds in asset but it does not make a profit. 
Project C
The biggest investment to consider is Project C, which would require an initial investment of 50 million pounds. And unlike other projects, its cash flows started with low initial cash flows of 5m pounds in the first year, and increased to a high of 25 million pounds in the fourth year.
PBP: Even with this slow beginning, the total cash generated amounts to a high amount that can lead to a Payback Period of 3.6 years. 
ARR: According to the accounting perspective, this is the most profitable project, and the project has a good accounting rate of Return of 20 and an average annual profit of 5 million pounds. The high ARR implies that the project may achieve great leverage on the long-term income statement performance of the firm. 
NPV and PI: Project C appears preferable to expand the wealth of the company. It carries a net present value of 4.23 million pounds and has the highest profitability index of 1.08. 
IRR: If the IRR meets or exceeds the cost of capital, the firm would consider the project a feasible investment (Vipond, 2025). Its 13.14% of internal rate of return is the safest level above the 10% discount rate. However, the risk should be monitored by the CFO. 
The project is subject to the influence of long-term changes in the economy because it relies on the massive cash inflows during the years 4 and 5. 
[bookmark: _sheiz9uzlj3e][bookmark: _Toc216960963]5.2 Final Investment Recommendation
There is a need to select a plan under 60 million pounds. This limitation is referred to as Capital Rationing, and it restricts the number of projects an company take on at a time (Corporate Finance Institute, 2025d). To maximise the wealth of the shareholders, there is a need to consider the various project combinations that can be included within the 60-million-pound constraint. An option may be the combination of Project A and Project B. A costs 40 million pounds and B costs 30 million pounds, totalling 70 million pounds. That is excessive, so it cannot be taken. Thus, the only alternative that is possible is to match Project A with funds that might be left. Project B will not provide a positive payoff, and Project C will need costs of £50 m, meaning none of them can be combined with Project A. Another option would be to invest in Project C only. It needs 50 million pounds, where 10 million pounds will be unused. Project C offers the largest increase of 4.23 million pounds and the most favourable ARR of 20%. The accounting rate of return method is a decision-making technique for investments that relies on accounting information, primarily assessing the investment return of a project by computing the ratio of the annual average net return to the cost of funds (Li, 2023). So, the recommendation is to use Project C only. It provides the highest increment of firm value, with a Profits Index of 1.08. The option would increase long-term profitability and shareholder wealth, which justifies the objective of the company to turn around. 
[bookmark: _o5xpeut9ux79][bookmark: _Toc216960964]5.3 Justification of the Company’s Financial Performance and Project Risk Characteristics
Capital investment appraisal is a significant choice that the financial manager must take seriously (Afonso and Cunha, 2009). Project C is the rational choice considering the necessary immediate turnaround of the financial performance of General Electronics. The firm did not do well from 2020 to 2024. The firm had a bad time and the firms profit went down. The CFO in this critical situation would be focused on wealth maximisation and long-term recovery. Project C offers the most significant NPV of £4.23 million, an Accounting Rate of Return of 20%. In terms of liquidity, the company is weak. Project A is quicker to pay back, but does not have the volume of return as Project C. The cost of the project C amounts to 50 million, which is below the key capital limit of 60 million and thus has a safety support of 10 million to ensure there is cash for everyday operations practices.
Project C has higher cash flows since the majority of the money is received at the point of ending of the next five years. This risk is worth bearing the potential payoff. Project C has a PI greater than 1, indicating that it will create value, allowing the company to move forward with the project (Corporate Finance Institute, 2025e).  It has an internal rate of return of 13.14 percent which provides a larger support against alterations in the cost of capital as compared to the other projects. Despite the anticipated variability in cash flows necessitating careful monitoring toward the year's end, the high profitability index suggests that the company is effectively using its limited 60 million pounds of capital to ensure ongoing success. 
[bookmark: _Toc216960965]6. Conclusion 
The comprehensive financial assessment of the General Electronics has demonstrated the fact that firms are operating under a sustained financial distress which has been driven by structural, operational and strategic weaknesses. Over the 5-years period, the organisation has experienced sharper decline in terms of revenue, persistent operating losses including major erosion of the shareholder’s equity. These leads to the weakening competitive positions within the industry of consumer electronics. As the gross margins has remained relatively stable, an excessive operating cost an unsuccessful past acquisitions strategy has undermined the profitability and long-term value creation. 
Despite of the challenges, the businesses have reflected limited resilience through the positive operating cash flows and improved discipline of working capital, specifically through the reduction of inventory. Such strength has been noted as insufficient for offsetting broader risks that are associated with declining solvency, increasing leverage and extended cash operating cycle. In this case, Altman Z-score has positioned the business in grey zone, while reinforcing several concerns regarding medium-term default risk.                 
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[bookmark: _Toc216960968][bookmark: _Toc216868115]Appendix 1: Ratio analysis 
	Profitability Ratios

	Ratio
	Formula
	2024 (Amount & Result)
	2023
	2022
	2021
	2020

	Gross Profit Margin (%)
	Gross Profit ÷ Net Sales × 100
	113,994 ÷ 394,879 = 28.87%
	97,560 ÷ 420,457 = 23.20%
	152,292 ÷ 542,751 = 28.06%
	173,016 ÷ 601,602 = 28.76%
	176,256 ÷ 614,680 = 28.67%

	Net Profit Margin (%)
	Net Income ÷ Net Sales × 100
	(24,029) ÷ 394,879 = -6.09%
	(98,238) ÷ 420,457 = -23.37%
	407 ÷ 542,751 = 0.07%
	5,301 ÷ 601,602 = 0.88%
	38,572 ÷ 614,680 = 6.28%

	ROA (%)
	Net Income ÷ Total Assets × 100
	(24,029) ÷ 323,354 = -7.43%
	(98,238) ÷ 355,872 = -27.61%
	407 ÷ 504,163 = 0.08%
	5,301 ÷ 510,348 = 1.04%
	38,572 ÷ 510,290 = 7.56%

	ROE (%)
	Net Income ÷ Shareholders’ Equity × 100
	(24,029) ÷ 153,105 = -15.69%
	(98,238) ÷ 178,920 = -54.91%
	407 ÷ 268,406 = 0.15%
	5,301 ÷ 275,949 = 1.92%
	38,572 ÷ 313,301 = 12.31%



	Liquidity Ratios

	Ratio
	Formula
	2024
	2023
	2022
	2021
	2020

	Current Ratio
	Current Assets ÷ Current Liabilities
	242,494 ÷ 158,291 = 1.53
	258,851 ÷ 161,148 = 1.61
	338,040 ÷ 216,473 = 1.56
	337,146 ÷ 216,787 = 1.56
	326,843 ÷ 179,510 = 1.82

	Quick Ratio
	(Current Assets – Inventories) ÷ Current Liabilities
	(242,494 − 79,355) ÷ 158,291 = 1.03
	(258,851 − 88,273) ÷ 161,148 = 1.06
	(338,040 − 140,181) ÷ 216,473 = 0.91
	(337,146 − 134,469) ÷ 216,787 = 0.94
	(326,843 − 120,430) ÷ 179,510 = 1.15



	Efficiency Ratios

	Ratio
	Formula
	2024
	2023
	2022
	2021
	2020

	Asset Turnover
	Net Sales ÷ Total Assets
	394,879 ÷ 323,354 = 1.22
	420,457 ÷ 355,872 = 1.18
	542,751 ÷ 504,163 = 1.08
	601,602 ÷ 510,348 = 1.18
	614,680 ÷ 510,290 = 1.21



	Gearing / Leverage Ratios

	Ratio
	Formula
	2024
	2023
	2022
	2021
	2020

	Debt-to-Equity
	Total Liabilities ÷ Shareholders’ Equity
	170,249 ÷ 153,105 = 1.11
	176,952 ÷ 178,920 = 0.99
	235,757 ÷ 268,406 = 0.88
	234,399 ÷ 275,949 = 0.85
	196,989 ÷ 313,301 = 0.63

	Debt Ratio
	Total Liabilities ÷ Total Assets
	170,249 ÷ 323,354 = 0.53
	176,952 ÷ 355,872 = 0.50
	235,757 ÷ 504,163 = 0.47
	234,399 ÷ 510,348 = 0.46
	196,989 ÷ 510,290 = 0.39



	Cash Flow Ratios

	Ratio
	Formula
	2024
	2023
	2022
	2021
	2020

	Operating Cash Flow Ratio
	Operating Cash Flow ÷ Current Liabilities
	14,822 ÷ 158,291 = 0.09
	25,190 ÷ 161,148 = 0.16
	10,926 ÷ 216,473 = 0.05
	40,283 ÷ 216,787 = 0.19
	73,392 ÷ 179,510 = 0.41



	Investment Ratios

	Ratio
	Formula
	2024
	2023
	2022
	2021
	2020

	Earnings Per Share (EPS)
	Net Income ÷ Weighted Avg. Shares
	(24,029) ÷ 12,959 = -1.85
	(98,238) ÷ 12,855 = -7.64
	407 ÷ 12,703 = 0.03
	5,301 ÷ 13,465 = 0.39
	38,572 ÷ 13,893 = 2.78



[bookmark: _Toc216960969]Appendix 2: Investment Appraisal 
Project A
	PBP

	Year
	Cashflow 
	Cumulative Cashflow

	1
	10
	10

	2
	12
	22

	3
	14
	36

	4
	10
	46

	5
	8
	54

	Investment to recover
	40
	 

	After 3 years, recovered
	36
	 

	Amount remaining 
	4
	 

	Year 4 Inflow
	10
	 

	 
	 
	 

	PBP
	3.4
	 


(Source: Refer to the Excel)
	ARR

	depreciation
	straight-line depreciation to zero
	 

	Initial investment £m
	40
	 

	Years
	5
	 

	Annual depreciation
	8
	 

	Year
	Cashflow 
	Profit

	1
	10
	2

	2
	12
	4

	3
	14
	6

	4
	10
	2

	5
	8
	0

	Average Annual profit 
	2.8
	 

	Average Investment
	20
	 

	ARR
	14
	In percentage 


(Source: Refer to the Excel)
	NPV

	Discount Rate
	10%
	
	 

	Year
	Formula
	Discount factor
	PV

	1
	[1/(1+10%)]^1
	0.91
	9.09

	2
	[1/(1+10%)]^2
	0.83
	9.92

	3
	[1/(1+10%)]^3
	0.75
	10.52

	4
	[1/(1+10%)]^4
	0.68
	6.83

	5
	[1/(1+10%)]^5
	0.62
	4.97

	 
	 
	 
	41.32

	NPV
	1.32
	 
	 

	
	
	
	

	PI

	PI
	1.03
	 
	 


(Source: Refer to the Excel)
	IRR

	Discount Rate
	20%
	
	 

	Year
	Formula
	Discount factor
	PV

	1
	[1/(1+20%)]^1
	0.83
	8.33

	2
	[1/(1+20%)]^2
	0.69
	8.33

	3
	[1/(1+20%)]^3
	0.58
	8.10

	4
	[1/(1+20%)]^4
	0.48
	4.82

	5
	[1/(1+20%)]^5
	0.40
	3.22

	 
	 
	 
	32.81

	NPV
	-7.19
	 
	 

	Discount rate
	10%
	20%
	 

	NPV
	1.32
	-7.19
	 

	IRR
	0.1155
	
	 

	
	11.55
	In percentage 
	 


(Source: Refer to the Excel)
Project B
	PBP

	Year
	Cashflow
	Cumulative Cashflow

	1
	6
	6

	2
	6
	12

	3
	6
	18

	4
	6
	24

	5
	6
	30

	Investment to recover
	30
	

	In the 5th year, the investment fully recovered
	
	

	PBP
	5
	


(Source: Refer to the Excel)
	ARR

	depreciation
	straight-line depreciation to zero
	 

	Initial investment £m
	30
	 

	Years
	5
	 

	Annual depreciation
	6
	 

	Year
	Cashflow 
	Profit

	1
	6
	0

	2
	6
	0

	3
	6
	0

	4
	6
	0

	5
	6
	0

	Average Annual profit 
	0
	 

	Average investment 
	15
	 

	ARR
	0
	In percentage 


(Source: Refer to the Excel)
	NPV

	Discount Rate
	10%
	
	 

	Year
	Formula
	Discount factor
	PV

	1
	[1/(1+10%)]^1
	0.91
	5.45

	2
	[1/(1+10%)]^2
	0.83
	4.96

	3
	[1/(1+10%)]^3
	0.75
	4.51

	4
	[1/(1+10%)]^4
	0.68
	4.10

	5
	[1/(1+10%)]^5
	0.62
	3.73

	 
	 
	 
	22.74

	NPV
	-7.26
	 
	 

	 
	
	
	 

	PI

	PI
	0.76
	 
	 


(Source: Refer to the Excel)
	IRR

	Discount Rate
	1%
	
	 

	Year
	Formula
	Discount factor
	PV

	1
	[1/(1+1%)]^1
	1
	6

	2
	[1/(1+1%)]^2
	1
	6

	3
	[1/(1+1%)]^3
	1
	6

	4
	[1/(1+1%)]^4
	1
	6

	5
	[1/(1+1%)]^5
	1
	6

	 
	 
	 
	30

	NPV
	0
	 
	 

	Discount rate
	10%
	0%
	 

	NPV
	-              7.26 
	0
	 

	IRR
	0
	 
	 


(Source: Refer to the Excel)
Project C
	PBP

	Year
	Cashflow 
	Cumulative Cashflow

	1
	5
	5

	2
	10
	15

	3
	20
	35

	4
	25
	60

	5
	15
	75

	Investment to recover
	50
	 

	After 3 years, recovered
	35
	 

	Amount remaining 
	15
	 

	Year 4 Inflow
	25
	 

	 
	 
	 

	PBP
	3.6
	 


(Source: Refer to the Excel)
	ARR

	depreciation
	straight-line depreciation to zero
	 

	Initial investment £m
	50
	 

	Years
	5
	 

	Annual depreciation
	10
	 

	Year
	Cashflow 
	Profit

	1
	5
	-5

	2
	10
	0

	3
	20
	10

	4
	25
	15

	5
	15
	5

	Average Annual profit 
	5
	 

	Average Investment
	25
	 

	ARR
	20
	In percentage 


(Source: Refer to the Excel)
	NPV

	Discount Rate
	10%
	
	 

	Year
	Formula
	Discount factor
	PV

	1
	[1/(1+10%)]^1
	0.91
	4.55

	2
	[1/(1+10%)]^2
	0.83
	8.26

	3
	[1/(1+10%)]^3
	0.75
	15.03

	4
	[1/(1+10%)]^4
	0.68
	17.08

	5
	[1/(1+10%)]^5
	0.62
	9.31

	 
	 
	 
	54.23

	NPV
	4.23
	 
	 

	
	
	
	

	PI

	PI
	1.08
	 
	 


(Source: Refer to the Excel)
	IRR

	Discount Rate
	20%
	
	 

	Year
	Formula
	Discount factor
	PV

	1
	[1/(1+20%)]^1
	0.83
	4.17

	2
	[1/(1+20%)]^2
	0.69
	6.94

	3
	[1/(1+20%)]^3
	0.58
	11.57

	4
	[1/(1+20%)]^4
	0.48
	12.06

	5
	[1/(1+20%)]^5
	0.40
	6.03

	 
	 
	 
	40.77

	NPV
	-9.23
	 
	 

	Discount rate
	10%
	20%
	 

	NPV
	4.23
	-9.23
	 

	IRR
	0.1314
	
	 

	
	13.14
	 
	 


(Source: Refer to the Excel)
Profitability Ratios

Gross Profit Margin (%)	2024 (Amount 	&	 Result)	2023	2022	2021	2020	0.28870000000000001	0.23200000000000001	0.28060000000000002	0.28760000000000002	0.28670000000000001	Net Profit Margin (%)	2024 (Amount 	&	 Result)	2023	2022	2021	2020	-6.0900000000000003E-2	-0.23369999999999999	6.9999999999999999E-4	8.8000000000000005E-3	6.2799999999999995E-2	ROA (%)	2024 (Amount 	&	 Result)	2023	2022	2021	2020	-7.4300000000000005E-2	-0.27610000000000001	8.0000000000000004E-4	1.04E-2	7.5600000000000001E-2	ROE (%)	2024 (Amount 	&	 Result)	2023	2022	2021	2020	-0.15690000000000001	-0.54910000000000003	1.5E-3	1.9199999999999998E-2	0.1231	




Liquidity Ratios

Current Ratio	2024	2023	2022	2021	2020	1.53	1.61	1.56	1.56	1.82	Quick Ratio	2024	2023	2022	2021	2020	1.03	1.06	0.91	0.94	1.1499999999999999	



Asset Turnover


2024	2023	2022	2021	1.22	1.18	1.08	1.18	1.21	


Gearing / Leverage Ratios

Debt-to-Equity	
2024	2023	2022	2021	2020	1.1100000000000001	0.99	0.88	0.85	0.63	Debt Ratio	
2024	2023	2022	2021	2020	0.53	0.5	0.47	0.46	0.39	


Operating Cash Flow Ratio

2024	2023	2022	2021	2020	0.09	0.16	0.05	0.19	0.41	


Earnings Per Share (EPS)


2024	2023	2022	2021	2020	-1.85	-7.64	0.03	0.39	2.78	
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