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[bookmark: _m5tynp29jiez][bookmark: _Toc216438024]1. Introduction
In this report, the aspects that are assessed include the financial performance of General Electronics, the working capital efficiency of this company, restructuring requirements, and investment opportunities. It also employs the tools of ratio analysis, risk assessment, and capital budgeting to define the main issues faced by the firm and suggest the financial options to be adopted to stabilise the liquidity, regain profitability, and ensure the recovery of the firm on a long-term basis in a highly competitive global world.
[bookmark: _ezwic7zavkhv][bookmark: _Toc216438025]2. Financial Health Check
[bookmark: _dnsms1r1d8eb][bookmark: _Toc216438026]2.1 Overview of Financial Performance Trends
The financial trend of General Electronics shows an acute and continuous deterioration of financial stability and operations. In 2020, the revenue was 614.7 billion and in 2024, 394.9 billion, a shrinkage of more than 35% [Refer to Appendix 1]. The decrease in revenue was not matched by cost cuts, and this led to a tightening of margins and increasing losses. The level of profitability declined critically in 2023 and 2024, when the company posted net losses of £98.2 billion and 24 billion, respectively. These years are the turning points of major inflexions that are precipitated by the disruption of global supply and ruthless cost formations and impairments. 
Operating income started to decrease in 2020, with the value being 37.3 billion before decreasing to losses in 2022, 2023, and 2024, 14.5 billion and 85.3 billion, respectively. The volatility reflects the trends of the ailing companies where managerial inertia and out-of-alignment strategies speed up degradation (Akbar et al., 2022). Besides, the fact that there is no decrease in sales and a growing operating cost in 2023 is indicative of structural inefficiencies that typically lead to intense financial distress. The time frame of 2022-2024, therefore, represents a decisive decline in performance and solvency. This is in line with the initial distress stages featured in the literature on corporate restructuring (Mavlutova et al., 2021).
[bookmark: _rh9rgyltc4k][bookmark: _Toc216438027]2.2 Profitability Analysis
The operational decline is severe as indicated by the profitability ratios. Gross margin was mostly stable (0.28-0.29), but decreased in 2023 (0.23). This is a sign of decreased pricing power and increased production inefficiencies. The operating margin has significantly worsened, with the value of 6.06 in 2020 and -20.3 in 2023, indicating the growing overheads and possible impairment of assets [Refer to Appendix 2]. As per Fahdil et al. (2024), this is a common proportion of restructuring operations. Net margin dropped from in 2020 6.27 to 2023 in 23.4, whereas in 2024, it was 6.1, thereby reflecting substantial net losses. The trend of a decline in net earnings coincides with the trend observed in companies entering the crisis period of the life cycle (Akbar et al., 2022). Return on Assets (ROA) changed to -0.276 in 2023 (compared to 0.075 in 2020). Also, the Return on Equity (ROE) changed to -0.549 in 2023, which was 0.123 in 2020. The two indicators portend the destruction of shareholder value and the non-use of assets. Umar (2023) stated that the negative ROE in the sharp form, especially, is indicative of the erosion of equity, which is a widespread precedent to restructuring or recapitalisation. The deteriorating profitability ratios are all indicative of structural wastage and unsustainable expenditures that must be corrected through an immediate business change policy.
[bookmark: _a4hz9auqqlv7][bookmark: _Toc216438028]2.3 Liquidity Analysis
The short-term solvency is moderate but worsening, as indicated by liquidity indicators. The current ratio is greater than 1.5 during all five years (1.53 in 2024), indicating that the nominal coverage of short-term liabilities should be provided. Nevertheless, the quick ratio, without inventories, drops to 1.03 in 2024 [Refer to Appendix 2], which is a sign of poor liquid assets availability. The accumulation of resources in the stock of inventory and receivables, and the slowness of the movement, raises the question of liquidity. Besides, the cash balance decreased in 2022 and 2024 to 66.7 billion and 26.8 billion, respectively, which indicates the growing dependence on external funding. It is consistent with the findings of Colliard and Gromb (2025) that languishing companies usually experience liquidity squeeze before implementing restructuring strategies. The company has been continuously reducing and repaying commercial credit lines, which is another indication of its reliance on short-term financing, an unsustainable liquidity policy.
[bookmark: _9vn84mgnsshu][bookmark: _Toc216438029]2.4 Efficiency / Working Asset Management Ratios
The efficiency ratios highlight chronic underperformance in the management of operational working capital. There was a tremendous increase in inventory days that went up to 94 days in 2022, as opposed to 71 days in 2020 [Refer to Appendix 2]. This growth is because of overproduction, overestimation of demand, or inefficiency in the supply side, which are usually the antecedents of strategic restructuring interventions (Widiyastuti et al., 2025). The number of days outstanding is elevated (105 days in 2024), which means the ineffective use of credit and the inability to collect it quickly. In the meantime, the payables days are relatively low (66 days in 2024). The increasing distance between receivable and payable cycles augments strain on cash and prolongs the cash conversion cycle (CCC), which is a classical liquidity crisis antecedent (Mavlutova et al., 2021). In combination, inefficient deployment of working capital indicates profound operational misalignment that should be dealt with in any turnaround plan.
[bookmark: _5kkppffohdvn][bookmark: _Toc216438030]2.5 Gearing / Leverage Analysis
Debt-to-equity rose 0.63-1.11 between 2020 and 2024, indicating an increase in leverage and dependency on debt financing [Refer to Appendix 2]. An increase in liabilities and a decrease in equity increase the risk of insolvency. The interest expense is not as high, but the interest coverage decreases considerably, as negative operating income is present, meaning that it is unable to comfortably cover the debt obligations. Increased gearing is also a common pointer to imminent financial restructuring, as companies strive to re-equate capital structure and lighten financial load (Umar, 2023). As leverage increases the vulnerability in times of downfalls, this ratio should allow us to verify that General Electronics is on the verge of becoming insolvent. Also, continuous borrowing using credit lines is a stress financing behaviour which is in line with early-stage financial distress.
[bookmark: _y2kzvcks39v7][bookmark: _Toc216438031]2.6 Investment Ratios
Despite the drawbacks of full market-value programs (including P/E) because of losses, trends in earnings per share (EPS) reveal a drop in shareholder value since 2020 (2.78 to -7.64) in 2023 [Refer to Appendix 2]. It proved a significant loss of shareholder value. The falling retained earnings indicate the deterioration of internal capital formation, and this further explains why restructuring should be considered. Poor timing of capital allocation decisions is indicated by the large amount of treasury stock purchases until 2022, since buybacks took place just before the major losses. As per Widiyastuti et al. (2025), these financial policies that are not in line with each other tend to spur governance and strategic reforms. The declining market image of the company highlights the need to initiate structural change, such as a possible divestiture or capital infusion.
[bookmark: _1gi8kb5l9bb][bookmark: _Toc216438032]2.7 Cash Flow Quality Assessment
Although the firm has recorded negative accounting returns in 2023-2024, the operating cash flows have been positive (125.2 billion in 2023 and 14.8 billion in 2024). This separation can be typically observed in distressed companies that treat working capital in an aggressive way to help with liquidity (Mehmood and De Luco, 2025). Cash flow sustainability, however, seems to be poor. There were inventory decreases, payables periods, and credit line utilisation that made a major contribution to the improvement of the short-term cash flow. Literature about aggrieved organisations proposes that this type of cash flow signifies a short-term relief and not permanent recovery. Cash flow from investment is negative in all the years because of the continuous capital expenditures. Funding cash flows show a great use of borrowing and repayment of debt, which is an indicator of a circle of reliance on foreign funding, a carcinogenic indicator of increasing distress (Colliard and Gromb, 2025).
[bookmark: _s2xq5qbg9bvv][bookmark: _Toc216438033]2.8 Corporate Failure Prediction
The Altman Z-Score shows that the 2024 score is in the distress zone, which means that there is a high likelihood of financial failure [Refer to Appendix 3]. This aligns with the predictive tendencies of troubled private companies by Mehmood and De Luco (2025), where deteriorating profitability, leveraging upwards, and liquidity stress concomitantly increase default risk. General Electronics exhibits all the typical indicators of the risk of bankruptcy. As described by Fahdil et al. (2024), falling margins, negative earnings, declining solvency, limited liquidity, and ineffective efficiency ratios are observed. The Z-score of the previous years was relatively higher and yet continuously declining, indicating the existence of a gradual slip to insolvency and not a sharp shock. The fact that the firm is losing its financial ground gives more weight to the argument of extensive restructuring, which depicts that early response provides a significant boost in survival rates.
[bookmark: _3gkedavskcn8][bookmark: _Toc216438034]3. Working Capital Management Analysis
[bookmark: _5gv15w6bl1r][bookmark: _Toc216438035]3.1 Structure of Working Capital
The working capital structure of General Electronics has declined considerably over the period of five years, as seen through the changes in the inventory, debtors and payables recorded in the financial statements and the calculations done in Excel. Inventory increased significantly in 2022 to reach £140.2 billion and decreased to reach 79.3 billion in 2024. This spike means that the stock is oversized at times of poor sales and demand forecasting. The level of receivables was very high, even though revenues were decreasing because of unstable credit policies, as well as ineffective collection channels and processes, exceeding 110 billion a year. The reduction in payables was very steep, as it decreased by 92.7 billion in 2021 to 57.0 billion in 2023 due to the lack of confidence in the company in the financial stability of the company among the suppliers. Trends on a year-by-year basis show the working capital elements shifted in the negative direction, which caused liquidity strain and limited the flexibility of operations. Oyeyipo (2023) stated that organisations that undergo prolonged downturns usually have imbalances between cash cycles and the demand of operations that undermine financial strength and reduce the ability to strategies.
[bookmark: _i3324ww8zruy][bookmark: _Toc216438036]3.2 Cash Operating Cycle (COC)
Based on the ratios obtained, Days Inventory Outstanding (DIO) was at its highest level of 94 days in 2022 and then dropped to 73 days in 2024. Days Sales Outstanding (DSO) rose to 105 days in 2024, and this means that it now takes almost one-third of a year to turn receivables into cash. Days Payable Outstanding (DPO) was relatively low, but it is rising slightly to 66 days in 2024. The increasing discrepancy between DIO + DSO and DPO establishes a lengthy cash operating cycle, which is an indication of inefficiency and a high rate of cash consumption. Long COC limits the availability of liquidity and increases financing needs, with a particular effect in times of trouble in profitability. Khalid (2024) noted that companies that take a long time to convert cash into revenue during economic recessions increase their refinancing requirements, so structural refinements in the working capital performance are important.
[bookmark: _vlzvelu7pi7l][bookmark: _Toc216438037]3.3 Problems Identified
There are a number of serious problems which make General Electronics' working capital status worse. To start with, the 2022 inventory overstocking was too high compared to the falling sales, and this was a burden on the cash reserves and augmented storage and obsolescence expenses. Secondly, the collection of receivables deteriorated, which is reflected in the increasing DSO that restricted the possibility of generating internal liquidity and exposed the company to a greater risk of credit risk. Third, the decreasing payables leverage, indicated by the fading DPO, is a sign of the loss of bargaining power against suppliers and the decline in corporate credibility. This restricts the delay ability of cash outflows in the firm. Fourth, the cash flow statement indicates persistent reliance on short-term credit lines, which shows that the company has constantly been using short-term credit to finance its operations. Adamolekun (2025) states that companies experiencing financial strain in the market tend to develop a declining internal cash-generating capacity, which causes them to depend heavily on outside funding, which also increases the risk of operation and finance.
[bookmark: _i5m7wsn2qfz4][bookmark: _Toc216438038]3.4 Recommended Working Capital Reforms
Inventory optimisation in the form of lean processes, including Just-in-Time (JIT) system and reduction of SKUs, is the priority of the reform. Product rationalisation will minimise carrying costs by enhancing the forecasting accuracy and releasing cash that is tied up in unnecessary stock. The tightening of receivables management should be intensified by making changes in credit policy more specific, encouraging early payments, and enriching the credit risk screen. Automation of the invoicing and collection reminders will decrease DSO and enhance the predictability of cash. Renegotiation with the suppliers should be intended to prolong credit terms and integrate the long-term contracts that will stabilise the prices and payment rates. Such arrangements will be able to establish supplier confidence and alleviate immediate cash pressure. The cash forecasting should also be improved to combine real-time operational and financial data so that proper liquidity planning can be done. As noted by Achbah (2024), timely information and systematic advice-seeking behaviours to be an effective response of managers to emerging financial difficulty, adding to the necessity to improve forecasting and working capital management.
[bookmark: _4t6c6qskl23w][bookmark: _Toc216438039]3.5 Short-term vs Long-term Financing
The dependency of the company on the short-term lines of credit poses refinancing risk, volatility of interest and a high degree of uncertainty in cash flow plans. These facilities have to be renewed often, and this exposes the firm to unpredictable market conditions, and lenders may be tempted to tighten their terms in such a time of stress. By converting some of this short-term exposure to long-term restructuring loans, financial stability would be increased by matching the repayment schedule to expected operating cash inflows and decreasing the burden of recurrent refinancing. As shown by Zhang (2024), renegotiated long-term debt structures become particularly useful to distressed firms, as they stabilise liquidity, enhance creditor confidence, and offer a better indication of how firms proceed to recovery. The use of short-term financing is therefore limited and only to supplement working capital variations over the short term. Although long-term financing could be characterised by greater total interest payments in the life of the loan, it has less rollover risk, more predictable repayment planning, and overall, more stable cash flow, which are critical to a sustainable turnaround strategy.
[bookmark: _fty089efi7w7][bookmark: _Toc216438040]3.6 Impact on Liquidity and Financial Stability
A reform that would be undertaken according to the recommendations would bring about a substantial increase in liquidity. A smaller inventory has the potential to free tens of billions in cash, and a reduction in the cash cycle is enabled through a better collection of receivables. Improved payables management would defer the cash outflows and sustain operations. Better forecasting would minimise ad-hoc borrowing and promote disciplined cash management. Filipović (2024) established the fact that when operational enhancement is associated with financial restructuring, the performance of companies in restructuring is better. The leadership of the CFO is essential in instilling discipline, implementing performance measurements and streamlining working capital policies towards corporate strategy. All these steps would enhance liquidity, limit risk exposure, and create a platform to recover long-term finances.
[bookmark: _jlw7yclkjax9][bookmark: _Toc216438041]4. Strategic Financial Restructuring Plan
[bookmark: _3q6ed0ss61p9][bookmark: _Toc216438042]4.1 Need for Restructuring
The recent financial results of General Electronics show that the company is in a state of extreme and increasing distress, as indicated by operating negative margins, increasing leverage, decreasing equity reserves, and deteriorating liquidity. These patterns reveal that there are pressing matters of solvency and value being lost at a high rate of shareholders, which is an indication that the company has already reached an advanced stage of a financially unstable situation, beyond early warning signals. Achbah (2024) pointed out that the prompt managerial awareness of the financial struggle is crucial to the start of effective restructuring and underlines the necessity of the leaders to take action. As the shrinking profitability, the rising level of dependence on debt, and the limited cash flow can be seen in the case of General Electronics, the lack of action would cause the situation to get much worse. Moreover, the loss of competitive edge on the market, poor operational efficiency and worsening working capital efficiency are evidence that the problems are not only in the finance domain and that an integrated and organisation-wide restructuring programme is needed to stabilise operations and regain long-term sustainability.
[bookmark: _9ndpr8ag6wyp][bookmark: _Toc216438043]4.2 Restructuring Options
[bookmark: _y7p1xr7dlwt7][bookmark: _Toc216438044]4.2.1 Divestiture of Non-Core Assets
Selling non-core assets like poorly performing business segments, excessively held real estate or old-fashioned manufacturing plants can create high and immediate cash flow, which gives the financial space needed by a troubled company to get its head above water. Such proceeds can be used to pay debt this outstanding debt, or they can be reinvested in high-growth and strategically valuable areas that have more long-term payoffs. Pagano (2022) points out that the companies that are vulnerable to global shocks often manage to improve by diversifying their portfolios with the help of targeted asset sales to enable the management to allocate resources to their core competencies. In addition to the financial advantages, divestiture simplifies the operation of the business and minimises overhead expenses and improves organisational focus. As a capital structure, the asset sale enhances leverage ratios, high liquidity, and creditworthiness of the firm, as it has shown proactive management in the use of funds. The given strategic step is an indispensable part of a larger restructuring model that will help to achieve sustainability and long-term competitiveness once again.
[bookmark: _9u4n585xo39q][bookmark: _Toc216438045]4.2.2 Merger / Strategic Alliance
Competitive capabilities could be improved with a merger or a strategic partnership with a technology company, semiconductor firm or AI-oriented company. Through such arrangements, access to innovation ecosystems can be obtained, less R&D capital can be spent and a wider market reach. According to Chitraju (2025), governance and compliance frameworks play a key role during restructuring-related mergers so that risks that result during integration can be handled successfully. Integration could bring in both operational and cultural challenges, but in the long-term, the company could receive transfer of technology, improved productivity and strong positioning in the market.
[bookmark: _33rjgug89cil][bookmark: _Toc216438046]4.2.3 Equity Injection / Rights Issue
Equity injection would enhance capital base, enhance solvency and enhance liquidity. A rights issue gives the current shareholders the chance to retain ownership and, at the same time, facilitate recapitalisation. Despite the short-term dilution of shareholder returns associated with the issue of equity, the latter offers much-needed long-term stability. Recapitalisation projects are a part and parcel of post-crisis reconstruction of large companies and help them recover financially sustainably (Bauer, 2021). Use of more equity minimises the use of debt and enhances the risk profile of the firm, which is favourable to investor confidence.
[bookmark: _4mc513owvf3n][bookmark: _Toc216438047]4.2.4 Debt Restructuring
The company is overleveraged and is experiencing low interest cover; thus, it requires restructuring of its debts. A conversion of short-term borrowings into long-term debt would also decrease the refinancing risk, and the renegotiation of interest rates may relieve the pressure of cash flow. Tirado (2023) discusses the role of the mechanisms of debt restructuring that allow troubled companies to stabilise their activities in the conditions of legal and economic pressure, noting the need to act early. Proper debt restructuring would enhance liquidity, prolong repayment periods as well and provide grounds for operational recovery.
[bookmark: _5ecv18p7ozy0][bookmark: _Toc216438048]4.3 Global Considerations
[bookmark: _z3d0t620wgie][bookmark: _Toc216438049]4.3.1 Currency Risk
General Electronics, cs being a multination organisation is vulnerable to USD, EUR and CNY fluctuations. Exchange volatility has impacts on exports, the cost of imports and foreign debt. Cash flows may be stabilised using hedging methods like forward contracts and natural hedging. It is emphasised that the lack of financial risks in the process of restructuring predisposes insolvency, which supports the necessity of effective currency risk control (Ma, 2022).
[bookmark: _rlxzi9ekgn78][bookmark: _Toc216438050]4.3.2 International Tax Considerations
Restructuring on a global scale needs tax-efficient planning. Effective tax burdens can be minimised by optimising transfer pricing, using tax treaties and cross-border financing forms. This kind of measures safeguards liquidity and facilitate continuity of operations.
[bookmark: _ty1w7hdpinm8][bookmark: _Toc216438051]4.3.3 Inflation Considerations
High inflation is a factor that influences the sourcing of components, labour costs, as well as distribution costs. The reduction of margins can be achieved by adjusting procurement, renegotiating contracts and implementing flexible pricing systems. The key cost controls are inflation-sensitive controls, which will help to regain profitability.
[bookmark: _8g9xodn5ciss][bookmark: _Toc216438052]4.3.4 Ethical & CSR Considerations
The reorganisation needs to be ethical with its concepts, such as treating the employees fairly, communicating openly and responsibly when engaging suppliers. The environmental performance must not be neglected. Adamolekun (2025) demonstrates that companies that have environmental commitments throughout the restructuring process have positive market valuation results. The restructuring, in terms of ethics, can thus sustain the reputation, stakeholder trust, and long-term sustainability.
[bookmark: _mt4hdfyiexc9][bookmark: _Toc216438053]4.4 Impact Assessment
The suggested measures of restructuring would enhance financial resilience a great deal. The divestiture would give direct liquidity and decrease operating costs. Mergers or strategic alliances would improve the technological capacities and relevance in the market. The solvency would be enhanced through the injection of equity, and the dependence on debt would be minimised. Restructuring of debts would stabilise the cost of financing and enhance interest coverage. The company that implements general restructuring efforts in the context of crises is more likely to survive (Stef, 2022). This proves that the suggested measures would make the financial situation in General Electronics flexible and would increase the shareholder value and facilitate the sustainable recovery.
[bookmark: _h7tgtaodx8zc][bookmark: _Toc216438054]5. Investment Appraisal & Capital Budgeting
[bookmark: _rp452nt55efh][bookmark: _Toc216438055]5.1 Overview of Proposed Projects
Three investment opportunities are strategically important to General Electronics but vary in their level of risk, investment magnitude, and financial contribution. Project A would demand an initial investment of 40 million pounds and will offer a constantly increasing cash flow that will then decrease later. It is a middle-risk, middle-return investment, which yields a steady initial cash flow. Project B has a lower initial capital outlay of £30 million and offers even inflows of a flat rate of £6 million/year over a period of five years. This project is focused on stability and predictability with minimal potential for returns. Project C has the greatest initial investment of 50 million pounds and has a very fluctuating inflow, which starts at a low point but increases significantly in Years 3 and 4. The project has the best potential value and the best level of volatility. Considering that the company is financially distressed, investments should be made to sustain liquidity requirements as well as to recover in he long term. Restructuring environments need capital allocation decisions that can enhance performance without endangering financial resilience, as indicated by Abiodun (2024).
[bookmark: _54kkqtnw124c][bookmark: _Toc216438056]5.2 Methodology
In order to cover a complete analysis, the company uses five capital budgeting tools, which are Payback Period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI) and Internal Rate of Return (IRR). The PBP determines the duration of time required by each project to recoup its original cost using net cash inflows. A shorter payback period is in favour of liquidity, which is vital in the case of a troubled company. The ARR is a measure of profitability based on average accounting income in relation to the investment costs. The NPV discounts the estimated cash inflows at 10% needed by the firm and calculates the net value generated. The PI is a ratio of the present value of inflows against the initial outlay to assess the efficiency of an investment. The IRR is calculated to determine the discount rate whereby the project NPV will be zero to enable evaluation of the relative yield. All of these methods aid in assisting the organisation to evaluate the effects of liquidity, profitability, and strategic value over the long term. According to Seymour (2021), proper assessment is more than essential in times of financial pressure because wrongly distributed money may enhance bankruptcy threat.
[bookmark: _6g1z82z1d0ps][bookmark: _Toc216438057]5.3 Individual Project Evaluation
[Refer to Appendix 4]
[bookmark: _qoubgs5m9yfl][bookmark: _Toc216438058]5.3.1 Project A
The balance between return and risk is good in Project A. Its cash inflows are also stable, which helps to provide a reasonable payback period, providing short-term liquidity and minimising the dependence on outside funding. Its profitability is average, and NPV is positive at the discount rate of 10% and IRR is higher than the required return, which proves its financial viability. It has a predictable cash flow trend that is especially appropriate in a distressed firm. According to Tsioli (2021), viable projects in troubled firms should not be too exposed. Project A has a better stability option of adding value to Project C by stabilisation and recovery in comparison with Project C, which has volatility.
[bookmark: _u7w7pem9u6xw][bookmark: _Toc216438059]5.3.2 Project B
Project B is extremely stable and not volatile, and therefore, its inflows are not very difficult to foresee and handle. Its profitability is very poor: it has a long payback period, low ARR, and positive and small NPV, which implies that it has only created value marginally. Despite the high IRR compared to the cost of capital, it is least when compared to the other two projects. Although it can be used to provide a financially constrained firm with short-term liquidity, its low returns do not add any value in the long-term recovery. Project B is an inconsequential, but low-risk alternative to revitalisation since marginal projects are not conducive to sustainable revitalisation (Kurniawan, 2024).
[bookmark: _yot774lx5q2f][bookmark: _Toc216438060]5.3.3 Project C
Project C offers the greatest potential for returns, based on the large increase in cash flows during Years 3 and 4. It generates the highest NPV, which implies the highest total value generation. The IRR also has the highest among the three projects, showing high potential for returns. The PI demonstrates its efficacy in that every pound invested brings a lot of value. Nevertheless, the cash inflows of Project C are not even: the initial years show low returns, which is a burden on the liquidity of the firm in the short term. To a troubled firm, this poses further risk, particularly where external funding is still limited or very expensive. In times of economic instability, companies need to pay attention to volatility because unexpected inflows may destabilise recovery measures (Pagano, 2022). Although Project C is very profitable in the long term, it creates a significant financial burden in the initial stages. It might provide the greatest value when things are healthy, but in the current circumstances of the company's liquidity stabilisation and minimisation of the operational risk exposure, its applicability is limited.
[bookmark: _kwpt2oh8r8on][bookmark: _Toc216438061]5.4 Comparison and Ranking of Projects
The comparison of the financial indicators in the main areas indicates the following:
· Project C is the best in terms of NPV, IRR and PI and hence is the strongest in terms of generating value in the long run
· Project A is second in the majority of the measures of profitability, but much better than Project B in the measures of liquidity
· The last one in terms of value creation is project B, yet it has the least fluctuating cash flow pattern
· Project C, therefore, would be the best option given a pure financial ret, and Project A would be the most balanced in terms of profitability and risk, and Project B would be the most stable at the expense of profitability
However, the choice of the project cannot be based on financial measures only. It is stated by Seymour (2021) that troubled companies need to explore projects under the constraints of capital structure and reorganisation agendas. Due to the liquidity issues faced by the company, the short-term preservation of cash and elimination of risks should be reflected in the decisions.
[bookmark: _qkl275uetpkp][bookmark: _Toc216438062]5.5 Capital Rationing (Maximum £60m)
The organisation is not free to undertake more than one project at a time since any combination of all the potential projects will have a total value exceeding the limit of capital budget available, which is 60 million pounds. Therefore, only one investment has to be chosen. Liquidity limitations demand a keen review of the cash inflows early on. Project C is the most profitable but weak in terms of initial inflows; thus, it would not suit a company with financial disabilities that would require lots of money at the beginning. Its volatility enhances its funding gaps in the initial years, which may contribute to the aggravation of solvency problems. Project B is stable, but not profitable enough to have a significant beneficial effect on the overall restructuring of the company. It has low returns that slow its prospect of debt reduction and little strategic lift. Project A, though, generates quicker and reliable cash flows as compared to Project C and is highly more profitable than Project B. It can be used to meet liquidity requirements and, at the same time, enhance financial performance in the long term. This makes Project A the most suitable for the existing constraints of the firm. Decisions made within constraints should be aimed at sustainable recovery, as opposed to short-term liquidity or long-term value alone (Tsioli, 2021). Project A can be associated with this principle since it offers equal financial resources.
[bookmark: _cusvt8j243an][bookmark: _Toc216438063]5.6 Recommendation
The investment to be recommended is Project A. It provides the most suitable liquidity recovery, profitability, and manageable risk exposure due to the stressed financial position of the company. The constant inflows of project A enhance the cash strength, facilitate the continuity of operations, and avoid reliance on external funding. Although the returns of Project C would be better in the long run, the risk profile of the project is front-loaded and therefore cannot be accepted by the company in search of stability. Project B is a foreseeable undertaking, but not financially impactful to fund restructuring. Seymour (2021) stated successful restructuring involves a balanced distribution of capital into opportunities to increase solvency without taking excessive risks. Project A corresponds to this principle and contributes to the overall turnaround strategy that was mentioned in the previous sections. To sum up, Project A is the most appropriate in terms of strategies and financial feasibility. It solidifies liquidity, creates substantial profitability, and supports the restructuring efforts of the organisation to position General Electronics as a recovery process that will take the organisation to the long term and create a competitive revitalisation.
[bookmark: _rpdue8pqqgxb][bookmark: _Toc216438064]6. Conclusion
General Electronics is in dire financial distress that needs serious restructuring, better working capital management, and strict investment decisions. It has been discussed that reforms focused on specific areas, enhanced liquidity practices, and making a balanced choice of investment options will get things back on track. Application of the strategies will put the company in the position of sustainable recovery, revitalised competitiveness and enhanced financial performance in the long term.
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	Metric
	2024
	2023
	2022
	2021
	2020

	Net Sales
	394879
	420457
	542751
	601602
	614680

	Gross Profit
	113994
	97560
	152292
	173016
	176256

	Operating Income
	-15297
	-85301
	14548
	23253
	37267

	Net Income
	-24029
	-98238
	407
	5301
	38572

	Current Assets
	242494
	258851
	338040
	337146
	326843

	Current Liabilities
	158291
	161148
	216473
	216787
	179510

	Inventory
	79355
	88273
	140181
	134469
	120430

	Receivables
	114182
	112596
	112346
	129215
	129433

	Payables
	72031
	57033
	71373
	92707
	83229

	Total Assets
	323354
	355872
	504163
	510348
	510290

	Total Equity
	153105
	178920
	268406
	275949
	313301



(Source: Excel)
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[bookmark: _Toc216438068]Appendix 2: Ratio Analysis
	Ratio
	2024
	2023
	2022
	2021
	2020

	Gross Margin
	0.288681
	0.232033
	0.280593
	0.287592
	0.286744

	Operating Margin
	-0.03874
	-0.20288
	0.026804
	0.038652
	0.060628

	Net Margin
	-0.06085
	-0.23365
	0.00075
	0.008811
	0.062751

	Current Ratio
	1.531951
	1.606294
	1.56158
	1.555195
	1.820751

	Quick Ratio
	1.030627
	1.058518
	0.914012
	0.934913
	1.149869

	Inventory Days
	73.35051
	76.63006
	94.27171
	81.58415
	71.51192

	Receivable Days
	105.5423
	97.74493
	75.55268
	78.39647
	76.85795

	Payable Days
	66.58069
	49.51052
	47.99834
	56.24658
	49.42179

	ROA
	-0.07431
	-0.27605
	0.000807
	0.010387
	0.075588

	ROE
	-0.15694
	-0.54906
	0.001516
	0.01921
	0.123115

	Debt-to-Equity
	1.111975
	0.989001
	0.87836
	0.849429
	0.628753



1. Gross Margin [Gross Margin = Gross Profit ÷ Net Sales]
Example (2024):
Gross Profit = 113,994
Net Sales = 394,879
Step 1: 113,994 ÷ 394,879 = 0.2887
Final: 0.289
Apply same steps:
2023: 97,560 ÷ 420,457 = 0.232
2022: 152,292 ÷ 542,751 = 0.281
2021: 173,016 ÷ 601,602 = 0.288
2020: 176,256 ÷ 614,680 = 0.287

 (Source: Excel)

2. Operating Margin [Operating Margin = Operating Income ÷ Net Sales]
Example (2024):
Operating Income = –15,297
Net Sales = 394,879
Step: –15,297 ÷ 394,879 = –0.0387
Final: –0.039
Other years:
2023: –85,301 ÷ 420,457 = –0.203
2022: 14,548 ÷ 542,751 = 0.027
2021: 23,253 ÷ 601,602 = 0.039
2020: 37,267 ÷ 614,680 = 0.061

 
(Source: Excel)

3. Net Margin [Net Margin = Net Income ÷ Net Sales]
Example (2024):
Net Income = –24,029
Net Sales = 394,879
Step: –24,029 ÷ 394,879 = –0.0608
Final: –0.061
Other years:
2023: –98,238 ÷ 420,457 = –0.234
2022: 407 ÷ 542,751 = 0.001
2021: 5,301 ÷ 601,602 = 0.009
2020: 38,572 ÷ 614,680 = 0.063

(Source: Excel)
4. Current Ratio [Current Ratio = Current Assets ÷ Current Liabilities]
Example (2024):
Current Assets = 242,494
Current Liabilities = 158,291
Step: 242,494 ÷ 158,291 = 1.532
Final: 1.532
Other years:
2023: 258,851 ÷ 161,148 = 1.606
2022: 338,040 ÷ 216,473 = 1.562
2021: 337,146 ÷ 216,787 = 1.555
2020: 326,843 ÷ 179,510 = 1.821
 
(Source: Excel)

5. Quick Ratio [Quick Ratio = (Current Assets – Inventory) ÷ Current Liabilities]
Example (2024):
Current Assets = 242,494
Inventory = 79,355
Current Liabilities = 158,291
Step 1: 242,494 – 79,355 = 163,139
Step 2: 163,139 ÷ 158,291 = 1.031
Final: 1.031
 
(Source: Excel)

6. Inventory Days [Inventory Days = (Inventory ÷ Cost of Sales) × 365]
Example (2024):
Inventory = 79,355
Cost of Sales = 280,885
Step 1: 79,355 ÷ 280,885 = 0.2825
Step 2: 0.2825 × 365 = 102.1
Final value: 73.351 days

 (Source: Excel)

7. Receivable Days [Receivable Days = (Accounts Receivable ÷ Net Sales) × 365]
Example (2024):
Receivables = 114,182
Sales = 394,879
Step 1: 114,182 ÷ 394,879 = 0.289
Step 2: 0.289 × 365 = 105.54
Final: 105.542 days
 
(Source: Excel)

8. Payable Days [Payable Days = (Accounts Payable ÷ Cost of Sales) × 365]
Example (2024):
Accounts Payable = 72,031
Cost of Sales = 280,885
Step 1: 72,031 ÷ 280,885 = 0.2564
Step 2: 0.2564 × 365 = 66.58
Final: 66.581 days

 
(Source: Excel)

9. Return on Assets (ROA) [ROA = Net Income ÷ Total Assets]
Example (2024):
Net Income = –24,029
Total Assets = 323,354
Step: –24,029 ÷ 323,354 = –0.0743
Final: –0.074
 
(Source: Excel)

10. Return on Equity (ROE) [ROE = Net Income ÷ Total Equity]
Example (2024):
Net Income = –24,029
Equity = 153,105
Step: –24,029 ÷ 153,105 = –0.157
Final: –0.157

(Source: Excel)

11. Debt-to-Equity Ratio [Debt-to-Equity = Total Liabilities ÷ Total Equity]
Example (2024):
Liabilities = 170,249
Equity = 153,105
Step: 170,249 ÷ 153,105 = 1.112
Final: 1.112

(Source: Excel)
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Year 2024
Current assets = 242,494
Current liabilities = 158,291
Working capital = 242,494 − 158,291 = 84,203
Retained earnings = 208,431
EBIT (Operating income) = −15,297
Total assets = 323,354
Sales = 394,879
Total liabilities = 170,249
Book equity = 153,105
Calculate X components:
X1 = Working capital / Total assets = 84,203 ÷ 323,354 = 0.260484
X2 = Retained earnings / Total assets = 208,431 ÷ 323,354 = 0.644782
X3 = EBIT / Total assets = (−15,297) ÷ 323,354 = −0.047303
X4 = Market value of equity / Total liabilities ≈ Book equity / Total liabilities = 153,105 ÷ 170,249 = 0.899394
X5 = Sales / Total assets = 394,879 ÷ 323,354 = 1.221590
Compute Z:
1.2·X1 = 1.2 × 0.260484 = 0.312581
1.4·X2 = 1.4 × 0.644782 = 0.902695
3.3·X3 = 3.3 × (−0.047303) = −0.156100
0.6·X4 = 0.6 × 0.899394 = 0.539636
1.0·X5 = 1.0 × 1.221590 = 1.221590
Sum: Z = 0.312581 + 0.902695 − 0.156100 + 0.539636 + 1.221590 = 2.820402
Z(2024) = 2.820 (using book equity as proxy).
Year 2023
Inputs: Current assets = 258,851; Current liabilities = 161,148; Working capital = 97,703
Retained earnings = 232,460; EBIT = −85,301; Total assets = 355,872; Sales = 420,457; Total liabilities = 176,952; Book equity = 178,920
X calculations:
X1 = 97,703 ÷ 355,872 = 0.274588
X2 = 232,460 ÷ 355,872 = 0.652949
X3 = −85,301 ÷ 355,872 = −0.239633
X4 = 178,920 ÷ 176,952 = 1.010797
X5 = 420,457 ÷ 355,872 = 1.181859
Z components:
1.2·X1 = 0.329506
1.4·X2 = 0.914129
3.3·X3 = −0.790789
0.6·X4 = 0.606478
1.0·X5 = 1.181859
Sum: Z = 0.329506 + 0.914129 − 0.790789 + 0.606478 + 1.181859 = 2.241183
Z(2023) = 2.241
Year 2022
Inputs: Current assets = 338,040; Current liabilities = 216,473; Working capital = 121,567
Retained earnings = 330,698; EBIT = 14,548; Total assets = 504,163; Sales = 542,751; Total liabilities = 235,757; Book equity = 268,406
X:
X1 = 121,567 ÷ 504,163 = 0.241096
X2 = 330,698 ÷ 504,163 = 0.655723
X3 = 14,548 ÷ 504,163 = 0.02885
X4 = 268,406 ÷ 235,757 = 1.139069
X5 = 542,751 ÷ 504,163 = 1.076118
Z components:
1.2·X1 = 0.289315
1.4·X2 = 0.918012
3.3·X3 = 0.095206
0.6·X4 = 0.683441
1.0·X5 = 1.076118
Sum: Z = 0.289315 + 0.918012 + 0.095206 + 0.683441 + 1.076118 = 3.062093
Z(2022) = 3.062
Year 2021
Inputs: Current assets = 337,146; Current liabilities = 216,787; Working capital = 120,359
Retained earnings = 330,291; EBIT = 23,253; Total assets = 510,348; Sales = 601,602; Total liabilities = 234,399; Book equity = 275,949
X:
X1 = 120,359 ÷ 510,348 = 0.235879
X2 = 330,291 ÷ 510,348 = 0.647167
X3 = 23,253 ÷ 510,348 = 0.045557
X4 = 275,949 ÷ 234,399 = 1.177744
X5 = 601,602 ÷ 510,348 = 1.178996
Z components:
1.2·X1 = 0.283055
1.4·X2 = 0.905034
3.3·X3 = 0.150337
0.6·X4 = 0.706646
1.0·X5 = 1.178996
Sum: Z = 0.283055 + 0.905034 + 0.150337 + 0.706646 + 1.178996 = 3.223]
(rounded) Z(2021) ≈ 3.223
Year 2020
Inputs: Current assets = 326,843; Current liabilities = 179,510; Working capital = 147,333
Retained earnings = 324,990; EBIT = 37,267; Total assets = 510,290; Sales = 614,680; Total liabilities = 196,989; Book equity = 313,301
X:
X1 = 147,333 ÷ 510,290 = 0.288637
X2 = 324,990 ÷ 510,290 = 0.636585
X3 = 37,267 ÷ 510,290 = 0.073000
X4 = 313,301 ÷ 196,989 = 1.590759
X5 = 614,680 ÷ 510,290 = 1.204257
Z components:
1.2·X1 = 0.346364
1.4·X2 = 0.891219
3.3·X3 = 0.240900
0.6·X4 = 0.954455
1.0·X5 = 1.204257
Sum: Z = 0.346364 + 0.891219 + 0.240900 + 0.954455 + 1.204257 = 3.637195
Z(2020) = 3.637
(Source: Excel)
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(Source: Excel)

Gross Margin	
2024	2023	2022	2021	2020	0.288680836408115	0.232033240022166	0.280592758005052	0.287592129015529	0.286744322248975	



Operating Margin	
2024	2023	2022	2021	2020	-0.0387384489932359	-0.202876869691788	0.0268041882926056	0.0386517996948148	0.0606282943970847	



Net Margin	
2024	2023	2022	2021	2020	-0.0608515519944084	-0.233645771149012	0.000749883464056262	0.00881147336611248	0.062751350296089	



Current Ratio	
2024	2023	2022	2021	2020	1.53195064785743	1.60629359346688	1.56158042804414	1.55519473031132	1.82075093309565	



Quick Ratio	
2024	2023	2022	2021	2020	1.03062713609744	1.05851763596197	0.914012371057822	0.934913071355755	1.14986908807309	



Inventory Days	
2024	2023	2022	2021	2020	73.3505073706123	76.6300596731651	94.2717102317637	81.5841453319637	71.5119249040151	



Receivable Days	
2024	2023	2022	2021	2020	105.542280040215	97.7449299214902	75.5526751678025	78.3964730835336	76.8579504782976	



Payable Days	
2024	2023	2022	2021	2020	66.5806867420146	49.5105206953386	47.9983362536412	56.2465799648272	49.421788572916	



ROA	
2024	2023	2022	2021	2020	-0.0743117450224831	-0.276048691664419	0.000807278598389806	0.0103870300265701	0.0755883909149699	



ROE	
2024	2023	2022	2021	2020	-0.156944580516639	-0.54906103286385	0.00151635954486859	0.0192100714262418	0.123114832062458	



Debt-to-Equity	
2024	2023	2022	2021	2020	1.11197544169034	0.989000670690812	0.87835964918817	0.849428698781297	0.62875317984941	
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