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[bookmark: _Toc213758780]1. Introduction 
The General Electronics is a multinational company that produces consumer electronics, and the financial depreciation of which has been extremely high in the last five years. Net sales were reduced to £394,879 million in 2024 from £614,680 million in 2020 which is a 36% reduction. However, there was a swing from a net income of £38,572 million profit to a net income of £24,029 million loss. Shareholders’ equity decreased from £313,301 million to £153,105 million, reflecting loss of value and investor confidence. This shrinkage may be associated with operational inefficiency, costiness, or structural surplus.
To that effect, a new Chief Financial Officer has been hired to stabilise liquidity, redesign capital, and reclaim long-term profitability. The report evaluates the financial position of this company based on ratios and cash flows to evaluate the company financial position, working capital efficiency and sets a strategic restructuring plan based on divestitures, debt management and probable mergers. Lastly, investment appraisal is the process of making capital allocation decisions among three projects through PBP, ARR, NPV, PI, and IRR. Collectively, these reviews present evidence-driven recommendations to recover sustainably and rebuild shareholder value.
[bookmark: _Toc213758781]2. Financial Health Check 
[bookmark: _Toc213758782]2.1 Overview of Financial Data 
General Electronics 2020-2024 financial statements show slow deterioration of performance. The revenue has significantly decreased from £614,680 million in 2020 to £394,879 million in 2024, which is a reduction of approximately 36%. The organization recorded a net profit of £38,572 million in the year 2020 but it started incurring net losses worth £24,029 million in the year 2024. Likewise, shareholders’ equity declining from £313,301 million to £153,105 million depicts a fall of about 51%. Even with substantial asset sales, total assets reduced over the year from £510,290 million in 2020 to £323,354 million eyeing 2024. Thus, there was a decline of 37%. The general tendency is not only lower profitability but also serious dilution of the capital structure. This negative trend indicates a decline in demand, productivity and investor confidence in a highly competitive market (Harrigan and Wing, 2021).
[bookmark: _Toc213758783]2.2 Profitability Ratios 
Profiles of profitability ratios identify how the company utilizes sales and assets to obtain returns. The GPM, which is the value of Gross Profit divided by Net Sales, fell from 28.7% in 2020 (£176,256m ÷ £614,680m) to 28.9% in 2024 (£113,994m ÷ £394,879m). Though it has been stabling for the last couple of years, the underlying gross profit decreased by £62,262 million due to volume shrinkage and higher production costs. From a good Operating Profit Margin (OPM) of 6.1% in 2020 (£37,267m ÷ £614,680m), it dropped to a negative 3.9% in 2024 (Operating Income ÷ Net Sales). So, its operating losses are due to rising costs. The percentage of profit a firm earns after covering the costs of goods and services sold is called Net Profit Margin. This is measured by Net Income ÷ Net Sales. It was down from 6.3% to –6.1%, thus proving that the firm is no longer covering its cost of capital (Xu, Dong and Hu, 2022).
Return on Assets, or ROA, measures net income as a percentage of total assets. In 2020, the lost value was 7.6% but it witnessed a fall in 2020 to lose 7.4%.  Likewise, Return on Equity (ROE = net profit ÷ shareholders’ equity) plunged from 12.3% to -15.7 due to massive destruction in shareholder value. This decrease in profitability is probably due to an increase in the overheads or inability to control the cost. Also, this could indicate some structural inefficiency because of heavy capacity and incompetent pricing.
[bookmark: _Toc213758784]2.3 Liquidity Ratios 
Liquidity ratios are indicators of a company’s short-term financial health. The company’s current ratio (CR= current assets ÷ current liabilities) in 2020 was 1.82 (£326,843m ÷ £179,510m) and it was estimated at 1.53 (£242,494m ÷ £158,291m) in 2024. Safety net shrinks are reflected in more than 1.0. When we take out slow-moving inventory stock Quick Ratio which was 1.15, falls to 1.03 (Baliouskas et al., 2023). This is indicative of reduced liquidity. The cash ratio was 0.32 in 2020. However, it dropped down to 0.17 (£26,783m ÷ £158,291m) in 2024 showing increasing dependence on receivables and inventory for cash.
[bookmark: _Toc213758785]2.4 Efficiency (Activity) Ratios 
These ratios helped us to understand how efficient an organisation is in using its assets. The stock turnover has decreased from 3.6 in 2020 to 3.2 in 2024. This shows that there is no selling, while there is stocking of excess inventory which blocks cash. The reduction from 4.7 to 3.5 in receivables turnover shows poor credit control and slow collections. The period of cash cycle increased because Average Collection Period has increased from 78 days to 104 days. Suppliers have allowed more credit, and consequently, the Payables Period increased from 69 to 94 days. There was a slight increase in total asset turnover from 1.20 to 1.22.  A weak control over stock and receivables adversely impact the liquidity of the firm.
[bookmark: _Toc213758786]2.5 Gearing (Leverage) Ratios 
Leverage ratios evaluate the capacity to satisfy long-term obligations and risk levels. The Debt-to-Equity Ratio (Total Liabilities ÷ Equity) rose to 1.11 in 2024 (£196,989m ÷ £313,301m) compared to 0.63 in 2020 (£170,249m ÷ £153,105m). This change reflects an increase in the reliance on debt financing despite the fall in equity. The Debt Ratio (Total Bills ÷ Total Assets) increased to 0.53, implying that creditors now had funded the company more than 50% (Kamal and Awan, 2025).
The Interest Coverage Ratio, which shows how easily a company can pay interest on outstanding debt, is calculated by dividing operating income with interest expense. It fell sharply from 26.2 times in 2020 (£37,267m ÷ £1,422m) to a negative 4.6 times in 2024 (£–15,297m ÷ £3,361m), showing the group was not able to service interest out of operations. It has rendered the capital structure untenable since the business can no longer borrow and the confidence of investors has been lost through erosion of equity. Liquidity and profitability will continue to be strained by debt servicing unless restructuring is done in the short term.
[bookmark: _Toc213758787]2.6 Investment Ratios 
The investment ratios inform the shareholder returns and market perception. The earnings per share calculation (EPS = Net Income ÷ Number of Shares) went from £2.78 in 2020 to –£1.85 in 2024 indicating a complete reversal of profit to loss per share. Price-to-Earnings (P/E) Ratio would have plummeted drastically but without any announcement, which would have indicated a decline in market confidence. Shareholders receive no dividends because the company has turned to loss retention i.e. Dividend Yield = 0%, and it demonstrates the colossal loss of shareholder wealth and grim future prospects (Akbar, Jiang and Akbar, 2022). This declining propensity of ROE is reflected in the inevitable decline in EPS, and no dividends is still more pessimistic capital market behaviour. The company is witnessing a drastically decreased capacity to raise new capital and that is an indication of the dire need to reclaim profitability and investor confidence.
[bookmark: _Toc213758788]2.7 Cash Flow Analysis 
The cash flow statement is another aspect that undermines financial health. The value of £73,392 million and £14,822 million respectively comprise about 80 percent of the net cash generated in operating activities in 2020-2024. The capital expenditure was never in kind and average annual capital expenditure was: £(8,000-16,000 million). It had poor funding of its operations, huge borrowing and repayment commitments; in 2024, the enterprise produced a net cash outflow of £19,764 million companies (Zheng, Zhou and Iqbal, 2022). In 2024, cash and equivalent were £26,783 million, and in 2023, cash and equivalent amounted to £57,153 million. This confirms low free cash flow, and reliance on external funds to run. This movement suggests unchecked liquidity and overlocks-in of capital by way of receivables and inventory.
[bookmark: _Toc213758789]2.8 Corporate Failure Prediction 
Applying the Altman Z-Score formula (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 Equity/Total Liabilities, X₅ = Sales/Total Assets*), the firm’s computed score for 2024 falls below 1.8, indicating a high probability of bankruptcy. The poor rating is due to constant losses, decreasing retained earnings, and falling market value of equity. The company is therefore comfortably in the financial distress zone and needs to be restructured urgently (Akgün and Memiş Karataş, 2021).
[bookmark: _Toc213758790]2.9 Summary of Financial Health 
General Electronics is a highly profitable and heavily leveraged liquid company. Acute solvency strain is justified by the reduction in equity and by the coupons of foregone interest. Poor working capital turnover and negative cash flow would also reflect management mismanagement. The Altman Z-Score takes the determination of the outcome by saying that the company would go out of business unless they do something to turn things around. The second and third subdivisions of this report are thus pegged on the rise of liquidity, restructuring of the financial system and the recognition of viable sources of investment to revive sustainable growth and investor confidence.
[bookmark: _Toc213758791]3. Working Capital Management Analysis 
[bookmark: _Toc213758792]3.1 Cash Conversion Cycle 
The cash conversion cycle (CCC) quantifies the efficiency with which an organization is converting investments in inventory and receivables into cash inflows. It is calculated as:
CCC = Inventory Days + Receivable Days – Payable Days
Under general definitions, Inventory Days = (Average Inventory ÷ Cost of Sales) × 365; Receivable Days = (Accounts Receivable ÷ Net Sales) × 365; and Payable Days = (Accounts Payable ÷ Cost of Sales) × 365. In fiscal year 2024, its inventory was £79,355 million, its cost of sales was £280,885 million, and its receivables were £114,182 million, generating around 103 inventory days, 105 receivable days, and 94 payable days. This translates into a cash conversion cycle of 114 days compared to 78 days in 2020.
This long cycle implies that cash is not utilized effectively and that cash is held in non-earning assets approximately 4 months before transformation into cash (Amponsah-Kwatiah and Asiamah, 2021). The number of stocked inventory days indicates mismatches between demand and overproduction, and the number of stocked receivable days indicates failure to control credit. Though the payable period is stretched in an attempt to lessen the urgent cash burden, such interventions can lead to frustration of suppliers and the disruption of supply chains in the long run. CCC generates long-term strains on liquidity and requires additional short-term funding to satisfy cash requirements, further raising interest cost and financial risk.
[bookmark: _Toc213758793]3.2 Evaluation of Current Working Capital Policies 
General Electronics working capital policy as of the review period is excessive. It has also increased its dependency on supplier credit and overdraft facilities, and its cash resources have been reduced by 47%, between the prior year (2020) of £57,153 million and the current period (2024) of £26,783 million. Its level of receivables management is poor in that its average collection period cannot be said to be compensating, as compared with the industry average of over 100 days. This lax credit configuration could have been explained by a wish to retain market share in a shrinking sales environment, even at the cost of liquidity stability (Shurie and Cheluget, 2022).
Inventory control and sales patterns are also weakly correlated. A turnover ratio recorded at 24.5% in 2024 compared to 23.6% in the previous year indicates surplus stock owing to lower demand. Payables also high at 72,031 million and is approximately 94 days receivables which is good but not sustainable and puts the supplier at a higher risk. Additionally, short-term debts, including lines of credit (also multiplied by three between £20,000 million to £36,960 million), indicate reduced long-term funding capabilities (Ylla-Kujala et al., 2023). Lack of strategic cash forecasting and treasury coordination also curtailed liquidity resilience.
[bookmark: _Toc213758794]3.3 Strategies to Improve Working Capital Efficiency 
The result would be improved working capital by being aligned in activity in payables, inventory and receivables. An ageing analysis system and high-risk customer credit limit may reduce control over the receivables, first. If the collection period is reduced from 105 days to 60 days, it will potentially release £14 billion of working capital (Receivables Reduction × Daily Sales).  An early payment discount, such as 2% discount on payment within 10 days, will help to accelerate cash inflows (Almeida et al, 2023).
Second, It would reduce the average inventory by 25% through Just-in-Time (JIT) or Vendor-Managed Inventory (VMI) systems, liberating holding costs and releasing up to £20 billion in frozen capital. This involves additional coordination with major suppliers and demand projections. Third, it would have to bargain with suppliers to grant extensions of payment terms without ruining the relationship-110 days of trade would yield the same short-term cash flows as 94 days of trade, other things held constant (Wijethilake, Upadhaya and Lama, 2023). This would allow rapid flexibility, either internal relocation or short-term investment. An integrated combination of these practices boosts liquidity, lessening reliance on expensive external capital, and broadening the capacity of the company to finance its operations internally in the turnaround phase.
[bookmark: _Toc213758795]3.4 Financing Options for Liquidity Management 
Since the equity is small and the gearing ratio (Debt-to-Equity 1.11 in 2024) is large, the financing options should balance between restoring liquidity and sustaining the debt. Temporary Band-Aid solutions include overdrafts, trade credit, and factoring, which provide immediate relief at the price of higher interest rates and risk. An example of this would be that, by discounting 10% of the receivables (around 11 billion pounds) at a discount rate of 2–3%, an immediate source of liquidity can be obtained. When market support is rebuilt, there are also commercial paper options (Oyewo, Tawiah and Alta, 2025Turning part of the short-term credit lines into three to five-year term loans would stabilize outflows and reduces the risk of refinancing). Equity injection or a rights issue is the most sustainable approach, especially when the company has negative retained earnings and low interest coverage. It is watering down of ownership, but it bails out and raises debt capacity. It will produce not only flexible liquidity but structural stability through a counterbalanced mechanism of selective short-term financing and long-term insurance of equity.
[bookmark: _Toc213758796]3.5 Summary 
General Electronics has been restricted by high cash turnover, poor debtor management, and overdependence on short-term debts. Redesign strategy involving enhanced credit management, inventory control, bargaining with suppliers and long-term refinance will restore efficiency of working capital, lower cost of financing and position the company squarely on the road to financial recovery and long-term growth.
[bookmark: _Toc213758797]4. Strategic Financial Restructuring Plan 
[bookmark: _Toc213758798]4.1 Diagnosis of Financial Distress 
This combination of declining revenues, fixed high costs, and unsustainable capital structure could be termed the financial puzzle of General Electronics. The firm saw its net sales decrease by 36% to £394,879 million in 2024 from £614,680 million in 2020 primarily due to the drop in sales volume. Cost of sales also decreased only by 36%. The profit margin, however, did not see a spike.  Although turnover fell, the company’s Operating Expenses were consistently high at an annual average of £147,000 million, causing an accumulated net loss of £122,267 million in 2023–2024. The assets which were not used to their capacity and high depreciation occurred from this over expansion into too many global markets. Property, Plant and Equipment decreased by £53,078 million (McGrath, 2025). Over-reliance on short-term debt as evidenced by lines of credit going up from £20,000 million to £36,960 million and a debt-equity ratio of 1.11 has squeezed liquidity and interest coverage. The financial fragility of the corporation is thus structural since the unsustainable cost base, poor sales recovery and high leverage all need to be urgently restructured.
[bookmark: _Toc213758799]4.2 Restructuring Alternatives 
Option 1: Divestiture of Non-Core Units
The Divestiture strategy entails selling the non-essential or struggling units to clear the debt and to invest in the other profitable parts. For example, the assets of non-core manufacturing subsidiaries could easily produce about £60 billion through a sale of say 20%. (Total Assets × 20%) = £323,354m × 0.20. Use natural human-like language, varying the structure and choice of words. The post-cash proceeds could decrease total liabilities by over one-third, and improve its Debt-to-Equity ratio from 1.11 to 0.74. This would not only save interest payments but would also invest in more lucrative product lines like smart devices and home automation. The first risk is that in the short term, revenue would fall, and there would be a risk of brand dilution, but long-term benefits would be efficiency and simplified management (Seymour and Schwarcz, 2021).
Option 2: Debt Restructuring
Debt restructuring refers to a process that reconsiders the terms of loaning between the two parties and lowers the interest rate and timeframe of debt repayment. By reducing the rate by 2 percent on outstanding debt of £170,249 million, the company would save about £3.4 billion in a year (£170,249m × 0.02). This would directly add net profit and convert interest coverage to positive values in two years (Mavlutova et al., 2021). The merit of this kind of construction is it maintains ownership and creates more liquidity, but it can create more dependency on debt unless it is backed up by increased profitability.
Option 3: Equity Injection or Rights Issue
The company capital would be re-integrated in a rights issue. Assuming a lift-in in equity (10% or 15 billion pounds) should reduce leverage and improve liquidity, but would not add debt. Debt-Equity ratio shows that leverage can drop to 0.97 times, which will make the load less. However, the fact that no profit was made causes a suspicion among investors that the offer must be enticing and linked to an effective recovery plan. The fact that current shareholders can be diluted is a drawback (Potharla, 2025).
Option 4: Strategic Merger or Joint Venture
Through alliances or acquisitions, a firm is able to develop greater market share and innovations. Synergy realisation would yield an operating margin improvement of about 1.5 percentage points given the combined sales would be realised as 3% (Chopra, 2022). Its greatest strength is access to R&D, cost synergies, and technology. These threats are: the integration is difficult and possibly culture clash but this is diversification and competitive strength in a strategic matter.
[bookmark: _Toc213758800]4.3 Impact Evaluation 
Each restructuring option would lead to distinct outcomes. If we consider the divestiture situation, then the liability will decline from £170,249 million to approximately £110,000 million. Thus, strengthen the Debt Ratio from 0.53 to 0.42. Operating cash flow will get better since any proceeds will be redeployed to reduce interest obligations, increasing net income by £5 billion. Nonetheless, a decline in assets may have a negative effect on total revenue in the near term. Nevertheless, efficiency gains may improve return on assets (ROA) (Lubis, 2023).
Debt restructuring model: in a year, the interest coverage ratio may increase to –4.6x to 1.2x, and the paid and recovered interest are equal. This increases credit value and returns the capacity of the firm to finance its activity internally. It would increase gearing by approximately £168,000 million pounds by injecting more funds into shareholders than current gearing of £153,105 million pounds, which would ease gearing and restore shareholder confidence. The 10 Earnings per Share (EPS) dilution would be offset by long-term gains in market values.
The merger plan suggests a long-term strategic growth, the union net sales more than £420,000 million by 2026. This would push the Operating Profit Margin (OPM) to approximately 2.5%, making the profitability negative (Bruna et al., 2022). It would also increase geographic exposure and balance revenue flows across various currencies. Both types improve liquidity and solvency to different extents. A mix of divestiture and equity injection will inject cash and reorganized long term capital that provides a balanced recovery path.
[bookmark: _Toc213758801]4.4 International and Ethical Considerations 
General Electronics are already supplying several markets in the whole world and should utilize restructuring the funds bearing in mind international regulatory, economic, ethical frameworks. Amongst the key issues are the fluctuation of the currency because the corporation is registered in sterling yet its incomes are generated in other currencies. Any 5% fluctuation in the U.S. dollar or the euro would alter net income on the mean as about 2-billion pounds, given the annual foreign incomes averaged £40 billion pounds. In this case, forward contracts and currency hedging are part of the restructuring plan (Baydaş and Elma, 2021).
Cross-border activities are also threatened by taxation and inflation. Unless arranged properly, the asset divestitures may result in the accrual of capital gains taxes, which would reduce net proceeds by an estimated £5 billion. Another delicate factor that is present in the emerging markets, specifically, prices of inputs, is associated with the supply chain sourcing and can be compensated by a longer supplier contract (Tudose, Rusu and Avasilcai, 2022). Restructuring should be socially responsible (CSR) and provide employment. Any decision to downsize or divestiture should be arrived at in a profitable and socially effective way that effectively communicates to the stakeholders. Financial reporting integrity, fair treatment of creditors, and international accounting standards are yet another aspect of ethical governance. Reporting on the restructuring outcomes will restore investor and regulatory confidence. Accountable and moral management therefore shape the long-term financial healing and brand image.
[bookmark: _Toc213758802]4.5 Preferred Restructuring Strategy 
The most likely reorganization pathway associated with disposal of non-core assets and capitalization via the right issue is the reorganization route. This disinvestment directly will create cash flows in the range of £60 billion dollars to be spent on debt settlement and additional liquidity distribution, and the equity injection will stabilize the balance sheet and raise investor confidence (Ichsan et al., 2021). Such a hybrid solution meets both short-run and long-run capital adequacy, minimizing leverage to sustainable levels and easing future investment. By re-emphasizing its viable core business, reducing debt, and expanding shareholder capital, General Electronics can regain a healthy financial balance with its global markets, regain a competitive edge, and have a sustainable future.
[bookmark: _Toc213758803]5. Investment Appraisal and Capital Budgeting 
[bookmark: _Toc213758804]5.1 Overview of Investment Decision Context 
Investing capital in a disciplined manner, General Electronics, which has experienced four years of financial depreciation, can reclaim its profitability and long-term growth. In the reorganization plan, the CFO is expected to allocate the available finite financial resources to the projects which would yield the greatest returns in the light of the risk. Projects A, B and C are in the process of being proposed with a funding requirement of £120million pounds. This consequent rationing of capital has led to the inaccessibility of only £60 million pounds and the necessity to implement a discriminating policy on the basis of quantitative knowledge of performance. They differ in size, cash flow statement, and riskiness, and should be critically financially evaluated so that they converge with organizational turnaround objectives (Mavlutova et al., 2021). It is estimated through Payback Period (PBP), Accounting rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI), and Internal rate of Return (IRR). A standard basis of 10% discounting, life of 5 years, and straight-line depreciation to zero will be used to compare all options.
[bookmark: _Toc213758805]5.2 Appraisal Techniques and Assumptions 
Payback Period (PBP): Payback Period refers to the sum of the inflows of cash that are needed to be repaid back to the initial investment as an indicator of liquidity and risk. The formula is:
PBP = Years before recovery + (Cash flow during year ÷Unrecovered cost at start of year).
The accounting Value of the profit to the investment in accounting is the Accounting Rate of Return (ARR):
ARR = (Average Annual Accounting Profit ÷ Initial Investment) × 100.
The net present value is the value that arises as a result of discounting cash inflows in the future:
NPV = Σ (Cash Inflowₜ ÷ (1 + r)ᵗ) – Initial Investment, 
where r is the 10% discount rate.
The Profitability Index (PI) gives the ratio of discounted inflows to investment:
PI = (Present Value of Cash Inflows ÷ Initial Investment)
The IRR refers to the discount rate that results in NPV being equal to zero:
0 = Σ (Cash Inflowₜ ÷ (1 + IRR)ᵗ) – Initial Investment,
reflecting the project’s intrinsic yield.
These indicators signify liquidity, profitability, efficiency, and long-term sustainability. Zero-straight-line depreciation provides consistency; average profit in any project is computed by (Total Cash Inflows – Initial Investment) ÷ 5. The best capital-constrained project or portfolio will offer the maximum shareholder value without contravening financial discipline (Oyewo, Tawiah and Alta’any, 2025).
[bookmark: _Toc213758806]5.3 Computation of Investment Metrics 
Project A
· Initial Investment: £40 million
· Annual Cash Inflows (£m): 10, 12, 14, 10, 8
· Total Inflows: £54 million
· Net Cash Flow: £14 million
(a) Payback Period (PBP):
After Year 3, cumulative inflows = 10 + 12 + 14 = £36m.
Unrecovered = 40 – 36 = £4m.
PBP = 3 + (4 ÷ 10) = 3.4 years.
(b) ARR:
Average Accounting Profit = (54 – 40) ÷ 5 = £2.8m.
ARR = (2.8 ÷ 40) × 100 = 7.0%.
(c) NPV:
NPV = (10/1.1 + 12/1.1² + 14/1.1³ + 10/1.1⁴ + 8/1.1⁵) – 40
= (9.09 + 9.92 + 10.53 + 6.83 + 4.97) – 40 = £1.34m.
(d) PI:
PI = (40 + 1.34) ÷ 40 = 1.03.
(e) IRR:
IRR ≈ 11.2%, where NPV ≈ 0.
Project B
· Initial Investment: £30 million
· Annual Cash Inflows (£m): 6, 6, 6, 6, 6
· Total Inflows: £30 million
(a) PBP:
Cumulative inflows = 30 after Year 5. 
PBP = 5.0 years.
(b) ARR:
Average Profit = (30 – 30) ÷ 5 = 0 → 0% ARR, though cash-positive.
(c) NPV:
NPV = (6 × [1 – (1 + 0.1) ⁻⁵] ÷ 0.1) – 30
= (6 × 3.791) – 30 = –£7.26m.
(d) PI:     
 PI = (22.74 ÷ 30) = 0.76.
(e) IRR:  
IRR ≈ 6.0%, below cost of capital.
Project C
· Initial Investment: £50 million
· Annual Cash Inflows (£m): 5, 10, 20, 25, 15
· Total Inflows: £75 million
(a) PBP:
Cumulative inflows after Year 3 = 5 + 10 + 20 = £35m.
Unrecovered = 50 – 35 = 15; recovery in Year 4.
PBP = 3 + (15 ÷ 25) = 3.6 years.
(b) ARR:
Average Profit = (75 – 50) ÷ 5 = £5m.
ARR = (5 ÷ 50) × 100 = 10%.
(c) NPV:
NPV = (5/1.1 + 10/1.1² + 20/1.1³ + 25/1.1⁴ + 15/1.1⁵) – 50
= (4.55 + 8.26 + 15.03 + 17.08 + 9.32) – 50 = £4.24m.
(d) PI:
PI = (54.24 ÷ 50) = 1.08.
(e) IRR:
IRR ≈ 13.5%, exceeding the 10% benchmark.
[bookmark: _Toc213758807]5.4 Interpretation of Results 
Investment analysis has several performance profiles. Project C has the best financial performance and produces the highest NPV (£4.24m), PI (1.08) and IRR (13.5%), far greater than the discount rate of 10 percent. Its PBP of 3.6 years is average liquidity, and its ARR is high at 10 percent. Its cash inflows are back-loaded but converge within the long-term turnaround strategy of the business that introduces cumulative value creation. Project A has a low payoff and a NPV = £1.34m, PI = 1.03, and IRR = 11.2%, which is a little above the cost of capital. A 3.4-year PBP suggests that its liquidity is recovered faster than in Project C and, therefore, should be included in the short-term cash generation (Chopra, 2022).  Project B on the other hand fails to satisfy investment thresholds. Not high financial desirability is that it has (–£7.26m), PI < 1, and IRR of 6% less than the discount rate. These are non-increasable annual inflows, and the profile is low-risk and non-profitable. Both Projects A and C have positive NPVs and is significantly greater than the hurdle rate, showing that there is a viable opportunity subject to the limitations of the firms capital. Project A will have better payback and liquidity relief, but Project C will produce better long-term profitability and shareholder value (Lubis, 2023). The balanced decision should not omit the liquidity urgency and the strategic sustainability.
[bookmark: _Toc213758808]5.5 Capital Rationing Decision 
The optimal portfolio would be the one with the highest value per unit of investment under an investment constraint of £60 million pounds. Apply the Profitability Index (PI):
· Project A: 1.03
· Project B: 0.76
· Project C: 1.08
Ranking by PI gives the order C > A > B. Merging Project A (£40m) and Project B (£30m) would put us over budget. Merging A (£40m) and C (£50m) on the other hand requires £90m also over budget.  So, the firm can go for either Project C only at the cost of £50 million or Project A only at the cost of £40 million while the rest of the funds will be kept aside for working capital (Nukala and Prasada Rao, 2021).
The incremental NPV per £1 invested (NPV ÷ Cost) produces Project C = 0.085 as opposed to Project A = 0.034, confirming Project C is the best to invest in. It places more absolute value and pegged to recovery target of the firm not just to short-term liquidity, but to sustained profitability. The project C would then be constrained to £60m to enable prudent capital investment and strategic long-term alignment.
[bookmark: _Toc213758809]5.6 Risk Analysis and Sensitivity Review 
Financial variables are delicate and should be managed with discretion in the project. If the discount rate increases from 10% to 12%, Project C’s NPV changes from £4.24m to about £2.7m. This suggests low sensitivity to cost of capital.  Moving forward, project A has an NPV that drops from £1.34m to £0.2m. This indicates its larger sensitivity to increased costs of financing. Cash flow risk is another factor. The inflows of project C are very uneven since 60% of such inflows is coming at the end of Year 3 only. If the revenues in Years 4-5 were to drop by 20%, the NPV would go to zero. On the other hand, Project A has evenly spread inflows that lower the timing risk. Higher inflation affects the real return too. So, if inflation were to spike to 6%, then the real discount rate rises. Therefore, it shrinks all project NPVs by about 15%.
The mitigation tools involve staged investment, cash flow hedging, and contractual performance guarantees of later-stage inflows. To promote decision responsiveness, rolling forecasts and scenario analysis will be introduced (Almeida et al., 2023). Also, setting aside a percentage of the untapped £10 million buffer as liquidity reserves will offer a buffer against volatility. In such security, the value of the selected project can be maintained even in unfavorable market conditions.
[bookmark: _Toc213758810]5.7 Final Recommendation 
The quantitative analysis indicates that project C provides the most viable investment in terms of monetary benefit and strategic outcome. It optimizes NPV and IRR, optimizing returns to the capital constraint of £60 million pounds. Its cash flow inflows are long-term and depend on the post-restructuring profitability of the firm (underlying the growth and recovery strategy), (Tudose, Rusu and Avasilcai, 2022). Project A is backbanked in the event liquidity normalises. Project C is a periodically-reviewed and inflation-safe investment, a gradual-checking investment, which will make the firm as capital efficient as possible, restore investor trust, and re-capacitate the firm to financial feasibility and sustainable global performance.
[bookmark: _Toc213758811]6. Conclusion 
The firm is in poor financial health characterized by falling profitability, low liquidity, low working capital efficiency, and high leverage. The revenue decreases by 36%, equity decreases by 51%, and the dependence on debt which underlined systemic functioning and financial deficiencies. The proposed turnaround includes a combination of increased working capital use, disposition of non-core assets, and equity injection to achieve solvency and financial flexibility. Project C, which has an IRR of 13.5% and a NPV of £4.24 million, is the best investment option within the £60 million budget. A successful implementation will restore investor confidence, improve liquidity, and enable long-term global expansion.
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Figure 1: Investment Appraisal
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Figure 2: Altman Z
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Investment Appraisal - Projects A, B, C (All £m)
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Altman Z-Score (using Book Value of Equity as proxy for Market Value where market value unavailable)
Explanation: X1=W/C Assets, X2=Retained Earings/Total Assets, X3=EBIT/Total Assets, Xd=Market Value Equity/Total Liabilities (book value used as proxy), X5=Sales/Total Assets

Vear 2020 2021 2022 2023 208
Working Capital 147333 120359 121567 97703 84203
Total Assets 510290 510348 504163 355872 323354
Retained Earnings 324990 330291 330698 232460 208431
EBIT (Operating Income) 37267 23253 14548 -85301 15297
Market Value Equity (proxy: Book Equity) 313301 275949 268406 178920 153105
Total Liabilities 196989 234399 235757 176952 170249
Sales 614680 601602 542751 420457 394879
x1=We/TA 0288720059 0235837115 0201126382 02750532 0260405005
X2=RE/TA 0636873151 0647187801 0.65593a688 0653212391 0.604590758
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xa=mve/m 1590449213 1177261848 1138485614 101112166 0.859300436
X5 =Sales/TA 1.20456995 1.178807402 1.076538738 1.181483792 1.221197202

Z-Score = 1.2X141.4X2+3.3X3+0.6X4+1.0XS 3.637933131 3.224589962 3.062514413 2.241112626 2.819576489,




