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[bookmark: _v0rx8bfln9je]Executive Summary 
The report assesses the liquidity position, financial performance, and strategic investment decisions of the company based on financial data between 2020 and 2024. The financial health analysis indicates that the profitability has significantly reduced in the period. The net profit margin, operating margin, return on equity, and earnings per share became negative in the years 2023 and 2024. This affirms severe earnings decadence. Liquidity was not at the minimum safety levels, although the negative trend in both current and quick ratios means that there is a growing financial pressure in the short run. Efficiency ratios demonstrate the slow nature of the inventory turnover and slowness in collecting the receivables, undermining the operational cash flows. The debt-to-equity ratio increased dramatically, whereas the interest coverage became negative, which is an indicator of high financial distress. The Altman Z-score proves that the company is located in the area of distress and is under high risk of default. The working capital analysis reveals that there is a long and inefficient cash operating cycle, and this reaches its highest point at 140 days and then returns a bit to 115 days in 2024. A strategic merger can improve cost effectiveness and strength on market strength. The capital injection plays a vital role in the recovery of solvency and leverage. The strategies also consider international and ethical issues such as taxation, currency risk, inflation and CSR issues. Project C is the most viable investment as indicated in the investment appraisal based on PBP, ARR, NPV, PI and IRR. It gives the best NPV, ARR, even though it has a higher payback period. Project C is advisable under the capital rationing because it maximises shareholder value and helps to restore long-run financial recovery.
[bookmark: _d1blil33gqsz]
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[bookmark: _20kgkgpy8kb8]1. Financial Health Analysis
[bookmark: _9x1mxw3gol4d]1.1. Introduction to financial analysis
This financial health assessment is aimed at tracking the financial performance, stability, and risk profile of the company in general. It assists in determining the strengths, weaknesses, and financial distress areas. The analysis helps make informed managerial and investment decisions. The data to be used in this evaluation is based on published financial statements by the company. This involves the income statement, balance sheet and cash flow statement. The study period used in this research is five years, between 2020 and 2024. This time gives it a chance to analyse the trends and compare its performance. A multi-ratio analysis method has been employed in order to get a complete assessment. This involves profitability, liquidity, efficiency, gearing, investment and cash flow ratios. 
[bookmark: _a2q2qva3hbee]1.2. Ratio analysis
[bookmark: _sqc5kfgxmauu]Net Profit Margin
Net profit margin is an indication of the amount of profit that is left at the end of all costs (BDC, 2025). The margin of the firm has radically decreased to become extremely negative in 2023 and 2024. This means an increase in costs, falling demand and lack of control of costs. 
[bookmark: _alwagnym8djb]Operating Profit Margin
Operating profit margin demonstrates the effectiveness with which the core business generates profit before interest and tax (Andoko and Angeline, 2023). The margin has fallen from positive values to dramatic losses in 2023 and 2024. 
[bookmark: _pan9e83kzjla]Current Ratio
The current ratio is used to assess the capability of the firm to cover its short-term liabilities with its current assets (Corporate Finance Institute, 2024). Despite the fact that the ratio showed an increasing trend to be above 1.5 in all years, it decreased gradually. This shows a decline in the liquidity buffer. 
[bookmark: _db8epjji5bx1]Quick Ratio
The quick ratio evaluates short-term liquidity through the exclusion of inventory from current assets (Gunawan, 2023). It was kept slightly higher above 1, but the falling trend indicates the deteriorating quick assets. This indicates an increase in inventory reliance or a reduction in the rate of cash and receivables increase. 
[bookmark: _by27wrtlv492]Inventory Turnover Ratio
Inventory turnover is used to determine the rate at which inventory is sold (Netsuite, 2025). The ratio changed and was the lowest in 2022, which implies slower stock movement and poor demand. The slight improvement in 2024 indicates that there is better inventory or sales. 
[bookmark: _i5oq33kl0mfe]Receivable Turnover Ratio
Receivable turnover is the speed with which customers pay (EKAYANI et al, 2022). Such a decrease in 2020-2024 implies slower collections. This elevates the risk of cash flow and implies poorer credit control. 
[bookmark: _83wen6je1f1o]Debt-to-Equity Ratio
This is a ratio that is used to evaluate financial leverage, as it is a ratio of the total liabilities to the equity of shareholders (Debt to equity ratio, 2023). The fact that it has risen to 1.11 in 2024 indicates that the company is increasingly using debt. Increasing leverage will result in more interest payments and risk.
[bookmark: _bxv7c9mcu986]Interest Coverage Ratio
Interest coverage measures the capability of covering interests with operating income (Kollruss, 2023). The 2023 and 2024 negative values indicate that operating losses were unsustainable in making interest payments. This is an indication of extreme operating weakness and high default risk.
[bookmark: _pykmde6hz5a6]Return on Equity (ROE) 
ROE is an evaluation of the efficiency of equity in production (Corporate Finance Institute, 2024). The move to negative values further indicates poor performance on profits and losses of shareholders in the shift between 12 to negative in 2020. Negative ROE means that there is no good use of capital, and the value of investors is deteriorating.
[bookmark: _2np5zclhg831]Earnings Per Share (EPS) 
EPS is an indication of share-available profit (Pikūnas, 2023). The plunging shareholders into negative territory indicates that shareholders have made huge losses. This downward trend is a sign of poor quality of earnings and poor business performance.
[bookmark: _zcwcxl9wkprc]Operating Cash Flow Margin
This margin is used to measure the percentage of the revenue that is translated to operating cash (Wallstreetprep, 2024). The drop in the figure from 11.94 to 3.75 indicates deteriorating cash generation. Cash flows were constrained by the increasing operating expenses and declining profitability.
[bookmark: _o8afbtvecaio]Free Cash Flow Margin 
Free cash flow margin indicates excessive cash following the expenditure of capital (Hersi, 2021). The negative and steep decline in the year 2022 reflects that there is intense pressure on investments or poor operating cash flow. Low margins in old age indicate that there will be very little cash to pay up the debt or grow. 
[bookmark: _vs8t4xt1qxx]1.3 Trend Analysis Summary (3–5 Years)
[bookmark: _f34ve14dpwhc]Revenue Growth
Revenue has a downward trend with a continuous fall in the period between 2020 and 2024. In 2020, sales were at their peak of 614,680 million and dropped to 394,879 million in 2024. This is an indicator of decreased market demand and potential loss of competitive position. The steep decline in 2021 indicates the outside economic pressure and internal strategic difficulties. Reduced revenue had a direct impact on profitability and cash flow. Decreased operating margins were also caused by low sales volumes. This downward trend in revenue indicates a decrease in the size of the business and a lower growth rate (Muthusamy and Kannan, 2023). 
[bookmark: _xtnxjiklnw0n]Cost Control
The cost control has deteriorated a lot over the years. In 2023 and 2024, operating and net profit margins became very negative. This means that the growth in costs surpassed the growth in revenue. This was worsened by increasing operating costs, inefficient production and increased finance costs. Losses were increased by the fact that it could not manage costs as the revenue decreased. Very loose cost discipline lowered operating efficiency. Cash flow generation was also poor due to poor cost control. The unprofitable operating profit margin affirms that the company did not reduce its expenses in line with declining sales. This is an indication of structural cost inefficiency (Anuruddika, 2020).
[bookmark: _7y19w0kivczy]Profit Stability
The five-year returns have been incredibly poor with respect to profit stability. In 2020 and 2021, the company made a profit. Margins turned marginal in 2022. Massive losses occurred in 2023 and were still experienced in 2024. Net profit margin fell to 23.36% in 2023. It remained negative at –6.09% in 2024. ROE and EPS also became negative. This indicates volatile incomes and volatility. Profitability no longer becomes predictable. A continuous loss reduces investor confidence and poses a threat to long-term sustainability (Sustainability-directory, 2025).
[bookmark: _nszjtbp90g8u]Asset Efficiency
The efficiency of assets declined with time. The inventory turnover declined drastically in 2022, with the stock appearing to move more slowly. Whereas it had improved a bit by 2024, it could not be called consistent. The turnover of the receivables was steadily decreasing from 4.75 to 3.46. This indicates slowness in the payment of customers and slowness in credit management. Loss of efficiency of assets decreased cash inflows. Ineffective inventory and receivables utilisation put pressure on working capital (AWEDA, 2023). Liquidity in the operations was undermined by the slower conversion of assets. This tendency implies the incompetence of inventory and revenue collection systems.
[bookmark: _s1od092pf55r]Capital Structure Movement
Its capital structure was changed to a high degree of debt. In 2024, the debt-to-equity ratio increased to 1.11 as compared to 0.63 in 2020. This means that there is greater financial leverage and increased reliance on external borrowing. In 2023 and 2024, interest coverage has declined to negative as the company has recorded operating losses. This indicates that the firm cannot cover operating profits using debt. Increased leverage augmented financial risk and default. The poor profitability and increasing debt pose a dire threat to the long-term solvency and creditworthiness (OECD, 2025).
[bookmark: _fet5y6l5tek7]1.4. Corporate Failure Prediction – Altman Z-Score
The Altman Z-Score model is a quantitative tool that aims at predicting the probability of corporate bankruptcy using important financial ratios (Mattio, 2024). The model combines five weighted variables: Working Capital to Total Assets (X1), Retained Earnings to Total Assets (X2), Earnings Before Interest and Taxes to Total Assets (X3), Market Value of Equity to Total Liabilities (X4) and Net Sales to Total Assets (X5). The indicators are then added in one equation to give a score that categorises the firms as safe, grey, or in the distress zone.
 Z = 1.2X₁ + 1.4X₂ + 3.3X₃ + 0.6X₄ + 1.0X₅.
· Working income/Total assets = 0.26.
· Retained earnings/ Total Assets = -0.07.
· EBIT/Total Assets = −0.05
· Market Value of Equity/Total Liabilities = 0.90
· Sales/Total Assets = 1.22
Hence, Z = (1.2×0.26) + (1.4×−0.07) + (3.3×−0.05) + (0.6×0.90) + (1.0×1.22) = 1.44.
Altman classifies companies that have a Z-score below 1.8 as being in the distress zone, which means there is a high likelihood of failing financially. The Z-score of 1.44 thus puts General Electronics squarely in this category of high risk. This outcome is in line with previous reports of decreasing profitability, negative ROE, as well as rising leverage. The rating supports the fears of financial instability of the company and the importance of its strategic restructuring. The suggested measures are the disposal of underperforming assets, better management of working capital, and the restoration of liquidity to increase solvency and regain investor confidence (Accaglobal, 2025).
[bookmark: _ww3zahpxgm41]
[bookmark: _rxpguk9mn7tt]2. Working Capital Management Analysis
[bookmark: _rhej7j1dqxvj]2.1. Assess the cash operating cycle
Cross cross-period Cash operating cycle is inefficient. It rose to almost 140 days in 2022 and after that to almost 115 days in 2024. The growth was largely attributed to the reduced pace of inventory movement and sluggish receivable collection. Even though recovery is evident, the process is long. This denotes slow operations and recoveries in cash. A long cycle would add to the dependency on external financing and strain on the short-term liquidity. It also puts the firm at an increased risk of working capital and cash flow instability (Reyad et al, 2022).
[bookmark: _qpsgxz4ykmi1]2.2. Recommend strategies to improve liquidity through working capital reforms
The improvement of liquidity can be achieved by controlling inventory more closely. The company ought to lower the inventory levels and make use of demand-focused forecasting (Diva-portal, 2025). Just-in-time inventory practices may assist in the release of the tied-up cash. The management of receivables should be enhanced by increasing the strictness of the credit policy and accelerated billing. Customers may pay earlier with the help of early payment discounts. The default risk can also be minimised by automated credit monitoring. Its payables management is to be optimised without ruining relations with suppliers. The company can be able to negotiate with major suppliers on longer payment terms to hold on to cash longer. The cash budgeting should be enhanced to enhance liquidity planning daily. Having excess cash ought to be deposited in one central location to prevent idle funds. Electronic working capital can enhance real-time cash flow. On- operation related non-core assets must be considered to be disposal. These changes will reduce the cash operating cycle. They will also enhance cash generation within the company. Enhanced liquidity will minimise reliance on short-term borrowing and enhance financial strength.
[bookmark: _cbh7o27cbtk1]2.3. Compare short-term vs long-term financing options
	Basis of Comparison
	Short-Term Financing
	Long-Term Financing

	1. Purpose and Use
	The use of short-term financing is primarily to cover working capital requirements within a short time. It helps in the day-to-day running of the business, like the purchase of inventory, outstanding debts, and seasonal deficits. It is a functional one and concentrates on the short-term liquidity needs instead of the long-term development of the business (Gandhi and Nasit, 2022).
	Fixed assets, business expansion and major restructuring are financed using long-term financing. It aids in strategic investments and long-term development plans. It does not apply to everyday operations but to projects that result in benefits within a number of years and reinforce long-term financial stability.

	2. Sources, Accessibility, and Cost
	Overdrafts, trade credit, short-term bank loans and credit lines are the short-term sources of financing. It is readily available and is processed within a shorter time with very few formalities. There is an overall low interest rate. Nonetheless, the high rate of borrowing also causes reliance on banks, as well as predisposing the firm to the abrupt loss of credit.
	Long-term debt financing -Long-term bank loans, Long-term bonds, Long-term debentures, and equity capital provide long-term financing. It takes a long time and stringent terms. The long-term risk exposure normally ensures that the interest rates are high. It is very expensive but offers predictable and constant funding of long-term business operations and financial restructuring (Iiflhomeloans, 2025).

	3. Repayment Pressure and Interest Rate Risk
	Short-term borrowing should be paid in the shortest time possible and, in most cases, needs renewal regularly. This puts the company under continuous repayment stress and puts the company at risk of refinancing. It is also very vulnerable to changes in interest rates. Any abrupt increase in rates may have a severe impact on the expenditures on finance and undermine short-run liquidity (Ram, 2025).
	The long-term finance has the advantage of having longer terms in which the instalments are fixed. This helps to decrease short-term repayment stress and cushions firms against short-term fluctuations in the interest rate. Structured financial planning involves certainty in the interest rates. Nevertheless, extended payment periods raise long-term debts and diminish the scope of future loans.

	4. Impact on Liquidity, Solvency, and Risk
	High short-term funding may cause liquidity pressure and solvency. When profitability is low, firms are likely to find it difficult to settle their debts. It makes rollover risk higher and predisposes to financial distress. Excessive dependence on short-term debt also undermines the credit ratings and confidence of the lenders.
	The long-term financing enhances the stability of liquidity because the repayment is distributed over a long period of time. It enhances solvency through boosting permanent capital. The short-run risk of default is minimised. But long-term debt also adds overall financial risk, and it needs future cash flows in order to pay the interest and principal (Edmans et al, 2022).

	5. Ownership, Earnings, and Control
	Short-term funding does not have any impact on the ownership structure. Management is still in the hands of current shareholders. It does not affect the EPS much except when the cost of borrowing increases substantially. But high rates of interest make net profits less. It does not have the effect of diluting equity and, therefore mostly preferred in cases where companies desire to maintain ownership (Hempel et al, 2024).
	Long-term financing through equity has the disadvantage of diluting ownership and decreasing the control of the existing shareholders. It can decrease the EPS because there are more shares. Nevertheless, it does not establish obligatory repayments. Thlong-term e long-term debt that is long-termdebt does not deflate ownership but raises the interest paid. They both have long-term shareholder value implications.

	6. Relevance to the Company & Strategic Fit
	In the case of this firm, short-term financing is hazardous because of increasing leverage, negative interest cover and poor results. The excessive dependence enhances the default pressure and refinancing risk. It must, however,, utilised in a controlled manner in short-term operational flexibility and urgent working capital requirements.
	The company has a more appropriate financing option, which is long-term financing. Short-term pressure can be alleviated by debt refinancing through the use of long-term loans. Injection of equity can save the situation and build investor confidence. The long-term funds are beneficial in terms of restructuring and offer long-term financial stability for recovery (Hackbarth et al, 2022).


[bookmark: _i6e5a1hfw5m2]

[bookmark: _9y4mdm103v90]3. Strategic Financial Restructuring Plan
[bookmark: _uldrmava9nnh]3.1. Recommend financial restructuring options
[bookmark: _r90p4k8kc8rx](a) Divestiture – Financial Restructuring Option
Divestiture is the sale of non-core or non-performing assets of the business in order to raise instant cash so as to enhance financial stability. In this case, selling the unprofitable divisions will be a way of releasing trapped capital and also lowering the operational cost. It is able to enhance liquidity and the balance sheet by reducing the level of debt. This is also the case of divestiture, as the management is able to focus on profitable operations (Divestiture, 2024). On an international basis, the assets sold in overseas markets can leave the company vulnerable to currency conversion risk and capital gains income tax. The end cash inflow will be influenced by exchange rate volatility. Real proceeds can also be decreased due to inflation, where there is a delay in disposal. Ethics is a factor to consider, particularly in terms of layoffs of employees and the community. The restructuring should be done responsibly through fair severance policies, clear communication and compliance with CSR. The disposal of environmentally sensitive units should be in accordance with sustainability requirements. Divestiture can have short-term losses in terms of revenue but long-term efficiency and financial strength. When properly implemented ethically and strategically, it makes investors more confident, and solvency is enhanced without an extreme financial risk.
[bookmark: _vl94pgm0tkhu](b) Merger – Financial Restructuring Option
The merger enables the company to pool its resources with another company to gain economies of scale, cost effectiveness, and market growth (Ray, 2022). A strategic merger would enhance a stronger market position, cost competitiveness, and stabilise cash flows. Profitability can be enhanced by synergies caused by common technology, distribution channels, and their management experience. International mergers place companies in cross-border tax regulations, transfer pricing regulations, as well as foreign exchange risk. Earnings and valuation of a post-merger can be influenced by currency fluctuations. Cost structures may also be distorted due to inflation within countries. Rationalisation of workforce, supplier displacement and dominance issues are some of the concerns that raise ethical issues. The CSR responsibilities mandate that there should be a responsible treatment of employees, fair competition and environmental protection. Failure to integrate will kill shareholder values as a result of a poorly planned merger. Nevertheless, when properly strategised, a merger may help cut down the operating expenses, better asset utilisation, and recover financial power. It also enhances access to international markets and a diversified revenue base, which minimises the risk of business in the long term.
[bookmark: _t1sckiowsczi](c) Equity Injection – Financial Restructuring Option
Equity injection refers to the increase of new capital by new share issues or strategic investors. It is an essential instrument for re-establishing solvency during periods of high leverage and low profitability (Corporate Finance Institute, 2022). In the case of this firm, equity financing will help lower the debt dependence, enhance the debt-equity ratio, and increase the financial stability in the long term. Equity, unlike debt, does not entail set repayments, which relieves the pressure on liquidity. Regarding the global perspective, foreign equity investment subjects the company to foreign exchange risk and foreign ownership laws. Dividend taxation will differ among jurisdictions and influence the attractiveness of investors. Unless revenue is going to grow, inflation will eliminate real shareholder returns. Some ethical issues will involve dilution of ownership, valuation transparency, and the treatment of minority shareholders fairly. CSR compliance involves the responsible choice of investors and the sustainable use of capital. Even though dilution will decrease EPS in the short run, an increase in solvency, creditworthiness and investor confidence in the long run, as well as the increase in long-term investor confidence with equity injection, makes it a sustainable method of restructuring.
[bookmark: _awp2a0dh48fi]3.2. impact on shareholder value, debt structure, and operational flexibility
[bookmark: _nsvhz28q48zk](a) Impact on Shareholder Value
Restructuring of financial institutions has a direct impact on the shareholder value by altering profitability, risk and market confidence (Joshi, 2022). Divestiture is a strategic decision to enhance value, selling off assets that make the organization incurred losses and increasing the amount of cash. Mergers can add value in the form of synergy benefits, cost reduction and market accessibility. Nonetheless, ill-managed mergers may water down the value because of integration failures. Equity injection lowers, at first, the earnings per share because of dilut,, i on but enhances financial stability, which increases long-term growth opportunities. Foreign investor returns are influenced by international factors the exchange rate movements. The attractiveness of dividends is determined by cross-border tax policies. Inflation decreases the real shareholder wealth in case the returns do not respond. Ethical management is essential to safeguard shareholder confidence. Open financial reporting, true valuation and prudent capital distribution enhance investor confidence. Operations that are compliant with CSR add value in the long run and to the brand reputation. In general, restructuring that is managed is beneficial in increasing the shareholder wealth long-term, even though it may be volatile in the short term.
[bookmark: _3uem4g3xbm6s](b) Impact on Debt Structure
Restructuring causes a fundamental change in the debt structure of a firm and its financial risk profile. Divestiture will raise cash, which can be utilised to settle costly short-term debts to reduce the cost of interest and default risk. Mergers might result in a consolidation of debts, which will enable lower rates of refinancing based on improved combined credit scores (Nexuscorporatesolutions, 2025). But with borrowings to fund the merger, the debt can be raised as well. Directly, equity injection lowers leverage as it enhances the amount of funds of the shareholders and improves the debt-to-equity ratio. Internationally, the foreign borrowing will also expose the firm to currency risks and fluctuating interest regimes. Inflation has an impact on the value of real debt, but increases nominal repayment cost. Taxation also has an influence on interest deductibility and financing preferences. Ethical responsibility dictates not taking on too much debt, which will jeopardise long-run solvency and stakeholder safety. A balanced restructuring is more effective at promoting a maturity structure of debt, stabilising interest coverage and financial sustainability without subjecting the firm to unnecessary financial distress.
[bookmark: _i54xhnykbs5m](c) Impact on Operational Flexibility
The operational flexibility is the capacity of the firm to react to the changes in the market and also invest in new opportunities. Divestiture is a better way of enhancing flexibility because it removes unproductive assets and releases cash to support core operations. Mergers can provide flexibility in the form of joint resources, diversification, and better supply chains (Ritchken and Wu, 2021). Nevertheless, the complicated integrations may slow down the operational agility in the short run. Equity injection offers the greatest level of flexibility as it injects permanent capital and does not incur the pressure of repayment. It enables investment in working capital reforms, technology and innovation. Going global exposes the company to risk due to currency fluctuations and inflation risks that may lower the predictability of operations. Sustainable operations, protection of the workforce, and responsible sourcing are a guarantee of ethical CSR practices. Good governance improves the speed of decisions and the confidence of the stakeholders. In general, flexibility can work only with restructuring, which is accompanied by good financial discipline, ethical leadership, and reasonable overseas risk management.
[bookmark: _tp7wndq1rn9]4. Investment Appraisal & Capital Budgeting
[bookmark: _utvtka85p69a]4.1. PBP
The payback period is a measure of time in which the initial investment can be recovered using the cash inflows of the project (Wallstreetprep, 2025). It is an investment appraisal tool that is a straightforward liquidity-based appraisal. Project A pays back after 3 years and 4.8 months. Project B requires an entire period of 5 years to break even. The break-even point of project C is 3 years and 7.2 months. This depicts that Project A requires less time to recover as compared to the other two. A smaller payback period minimises the liquidity risk and the risk exposure. Project B is the least strong since it ties the capital over the long term without immediate recuperation. Project C is doing well with project B and lower with project A. The outcomes demonstrate that Project A is the least risky in terms of the short-term cash recovery analysis. It enables faster investment of money and reduces the risk of finance. The payback method, however, does not take into consideration the cash flows beyond recovery and fails to take into consideration the time value of money. Nonetheless, in spite of this shortcoming, it is also applicable in the determination of short-term risk exposure. According to PBP, Project A is the most investable, followed by Project C, as it has a longer payback period and a greater risk of its capital lock-in.
[bookmark: _o7qngaylssk9]4.2. ARR
The Accounting Rate of Return indicates the average profit per annum as a percentage of the investments made. It is founded on accounting profit and not cash flows. Project A shows an ARR of 27%. Project B shows an ARR of 20%. The ARR of project C is highest at 30%. This indicates that Project C is the one with the highest accounting profits in comparison to its investment. Project A performs well. Among the three, Project B is the weakest. The ARR should be higher since this shows greater profit-generating capacity. ARR, however, does not take into account the time value of money, and it is affected by accounting policies, including depreciation. It also disregards the moisture of cash flow and risk in projects (Nadyayani and Suarjaya, 2021). These constraints do not mean that ARR can not be used in comparative profitability in various projects. The findings show that Project C is most profitable accountant'scountant perspective, with Project A coming in second, and Project B with the least attractive accounting returns. As the company is already experiencing poor profitability and negative profits, it is significant to choose the project with the higher ARR in order to earn money. According to ARR, Project C is the most preferable to invest in, and Project B is the least preferred since it contributes to low profitability.
[bookmark: _9dnxt9km4j8y]4.3. NPV
Net Present Value is the difference between cash inflows in the future and the initial investment. This is the surest way since it takes into account the time value of money and absolute wealth creation (Net present value, 2024). Project A has a positive NPV value of £1.30 million. The NPV of project B is negative  -7.266 million. Project C presents the best positive NPV of £4.2 million. A positive NPV shows that the project is beneficial to the company. A negative NPV is a value destruction. According to these findings, Project B is unacceptable in terms of finances since it would decrease shareholder wealth. Project A adds small value. Project C has the largest value addition. Project C is obviously the most desirable investment as shown in the NPV results. It creates the biggest surplus once the cost of capital is covered. The firm is already facing financial pressure, and therefore, it is important to pick a value-creating project. The direct relationship is between NPV and shareholder wealth maximisation. According to this approach, Project C will be the most investable, Project A is acceptable, and Project B is to be rejected because it contributes towards a negative value.
[bookmark: _j9qb5iwpx2io]4.4.  PI
The Profitability Index is calculated as the present value of the future investment cash inflows. It is derived by dividing the present value of inflows by the initial investment (Pereira et al, 2024). PI of above 1 shows that the project is acceptable. According to the tables, Project A has a PI that is nearly equal to 1, Project B has a PI that is nearly equal to 1, and Project C also has a PI that is nearly equal to 1. But as per the real NPV performance, project A and project C are the only ones that are actually value-creating. Project B is still value-destroying. The PI is particularly applicable during capital rationing as it gives the ranking of projects in terms of capital usage efficiency. Although the tabulated PI values seem as being close, it is evident that Project C is more efficient since it produces the greatest value of surplus in relation to investment. Project A is relatively efficient. Project B is also inefficient as it produces a negative NPV even when the index values are similar. The PI interpreted together with the NPV reveals that Project C is the most capital efficient, Project A is fair, and Project B is unacceptable. As the firm is poorly liquid and it has little funds, the efficiency of capital is important. Thus, Project C is the most investable with the profitability index analysis.
[bookmark: _qplkhz5yjwhm]4.5. IRR
The rate of discount at which the NPV of a project will be zero is known as the Internal Rate of Return (Corporate Finance Institute, 2024). It is the projected rate of gain of a project. Project A shows an IRR of 6%. Project B shows an IRR of –8%. Project C shows an IRR of 6%. The minimum needed rate of return is 10, so any project with an IRR lower than 10 is not acceptable. On this basis, all three projects cannot pass the IRR acceptance rule. Project B is obviously not acceptable given that the IRR is negative. Project A and Project C do not satisfy the minimum requirement of the returns as well. This is in conflict with NPV and ARR outcomes. This is one of the known shortcomings of IRR, particularly when the cash flows are skewed or back-ended. Project C displays greater cash flows in the later years, and this aspect makes it weaker in terms of IRR, even though it has a high NPV. Consequently, the IRR will be inaccurate in this instance. NPV should be more preferable than IRR since the goal of the firm is wealth maximisation. Consequently, although Project C shows low values of IRR, it is still economically better, according to general financial rationality.
[bookmark: _ptzxb2nkcg2m]Final investment recommendation
According to the cumulative analysis of Payback Period, Accounting Rate of Return, Net Present Value, Profitability Index and Internal Rate of Return, Project C is the best investment decision that the firm can make. The project has the greatest NPV of 4.2 million pounds, which implies maximisation of shareholder wealth. It is also the most profitable in terms of ARR of 30, and is exhibiting good accounting profitability. Its payback period is slightly longer. It recovers within a reasonable time span of 3 years and 7.2 months. Project A is efficient with regard to the speed of payback and medium NPV. Project B, however, performs poorly in all the methods in comparison to Project C, which is great in wealth creation. It has the longest payback period, the lowest ARR, and the greatest negative NPV. Project B should therefore be discarded. Though the values of the IRR are lower than the cost of capital in all the projects, this restriction is caused by the fact that the cash flow in all the projects is not evenly distributed in terms of its timing, particularly in Project C. The final decision should be dominated by NPV as it is the most helpful tool in making a decision (Voorneveld and de Groot, 2024). In the circumstances of capital rationing and a poor financial environment of the company, it is important to choose the project that will maximise value. Thus, the final choice to accept Project C as the investment option should be presented due to its ability to bring the greatest value and better sustainability in long-term profits.
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Appendix
Ratio analysis: 
Table:
Profitability ratio
Net profit margin
	Profitability ratio

	Net profit margin

	Particulars
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)
	2020 (Million)

	Net income
	-24029
	-98238
	407
	5301
	38578

	Net sales
	394879
	420457
	542751
	601602
	614680

	Net profit margin = (Net income / Net sales) * 100
	-6.09
	-23.36
	0.07
	0.88
	6.28


Table 1: Net profit margin
(Source: self-report, 2025)
Operating profit margin
	Profitability ratio

	Operating profit margin

	Particulars
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)
	2020 (Million)

	Operating profit
	-15297
	-85301
	14548
	23253
	37267

	Net sales
	394879
	420457
	542751
	601602
	614680

	Operating profit margin = (Operating profit / Net sales) * 100
	-3.87
	-20.29
	2.68
	3.87
	6.06


Table 2: Operating profit margin
(Source: self-report, 2025)
Liquidity ratio
Current ratio
	Liquidity ratio

	Current ratio

	Particulars
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)
	2020 (Million)

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

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

	Current ratio = (Current assets / Current liabilities)
	1.53
	1.61
	1.56
	1.56
	1.82


Table 3: Current ratio
(Source: self-report, 2025)
Quick ratio
	Liquidity ratio

	Quick ratio

	Particulars
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)
	2020 (Million)

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

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

	Inventory
	79355
	88273
	140181
	134469
	120430

	Quick ratio = (Current assets - Inventory) / Current Liabilities
	1.03
	1.06
	0.91
	0.93
	1.15


Table 4: Quick ratio
(Source: self-report, 2025)
Efficiency ratio
Inventory turnover ratio
	Efficiency ratio

	Inventory turnover ratio

	Particulars
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)
	2020 (Million)

	Cost of sales
	280,885
	322,897
	390,459
	428,586
	438,424

	Inventory
	79355
	88273
	140181
	134469
	120430

	Inventory turnover ratio = Cost of sales / Inventory
	3.54
	3.66
	2.79
	3.19
	3.64


Table 5: Inventory turnover ratio
(Source: self-report, 2025)
Receivable turnover ratio
	Efficiency ratio

	Receivable turnover ratio

	Particulars
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)
	2020 (Million)

	Net sales
	394,879
	420,457
	542,751
	601,602
	614,680

	Account receivable
	114182
	112596
	112346
	129215
	129433

	Receivable turnover ratio = Net sales / Accounts receivable
	3.46
	3.73
	4.83
	4.66
	4.75


Table 6: Receivable turnover ratio
(Source: self-report, 2025)
Gearing ratio
Debt to equity ratio
	Gearing ratio

	Debt to equity ratio

	Particulars
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)
	2020 (Million)

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

	Shareholders Equity
	153105
	178920
	268406
	275949
	313301

	Debt to equity ratio = Total Liabilities / Shareholders' Equity
	1.11
	0.99
	0.88
	0.85
	0.63


Table 7: Debt-to-equity ratio
(Source: self-report, 2025)
Interest coverage ratio
	Gearing ratio

	Interest coverage ratio

	Particulars
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)
	2020 (Million)

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

	Interest expense
	3361
	4332
	2200
	566
	1422

	Interest coverage ratio = Operating income / Interest expense
	-4.55
	-19.69
	6.61
	41.08
	26.21


Table 8: Interest coverage ratio
(Source: self-report, 2025)
Investment ratio
Return on Equity
	Investment ratio

	Return on Equity

	Particulars
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)
	2020 (Million)

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

	Shareholders’ Equity
	153105
	178920
	268406
	275949
	313301

	Return on Equity = Net income / Shareholders’ Equity
	-0.16
	-0.55
	0.00
	0.02
	0.12


Table 9: Return on Equity
(Source: self-report, 2025)
Earnings per share
	Investment ratio

	Earnings per share

	Particulars
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)
	2020 (Million)

	Earnings per share
	-1.85
	-7.64
	0.03
	0.39
	2.78


Table 10: Earnings per share
(Source: self-report, 2025)
Cash flow ratio
Operating Cash Flow Margin
	Cash flow ratio

	Operating Cash Flow Margin

	Particulars
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)
	2020 (Million)

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

	Net sales
	394879
	420457
	542751
	601602
	614680

	Operating Cash Flow Margin = (Operating Cash Flow /Net sales) * 100
	3.75
	5.99
	2.01
	6.70
	11.94


Table 11: Operating Cash Flow Margin
(Source: self-report, 2025)
Free Cash Flow Margin 
	Cash flow ratio

	Free Cash Flow Margin

	Particulars
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)
	2020 (Million)

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

	Capital expenditure
	4572
	8116
	14006
	12586
	16862

	Net sales
	394879
	420457
	14006
	601602
	614680

	Free Cash Flow Margin = ((Operating Cash Flow - Capital Expenditure) / Net sales)* 100
	2.60
	4.06
	-21.99
	4.60
	9.20


Table 12: Free Cash Flow Margin
(Source: self-report, 2025)
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Figure 13: Trend analysis
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Investment analysis
Net Present Value
Project A
	Project A

	Year
	Net cash flow
	10%. discounting rate
	Present Value

	1
	£10,000,000
	0.909
	£9,090,000

	2
	£12,000,000
	0.826
	£9,912,000

	3
	£14,000,000
	0.751
	£10,514,000

	4
	£10,000,000
	0.683
	£6,830,000

	5
	£8,000,000
	0.620
	£4,960,000

	Owners Capital
	£40,000,000

	Total PV
	£41,306,000

	Net Present Value
	£1,306,000


Table 13: NPV for Project A
(Source: self-report, 2025)
Project B
	Project B

	Year
	Net cash flow
	10%. discounting rate
	Present Value

	1
	£6,000,000
	0.909
	£5,454,000

	2
	£6,000,000
	0.826
	£4,956,000

	3
	£6,000,000
	0.751
	£4,506,000

	4
	£6,000,000
	0.683
	£4,098,000

	5
	£6,000,000
	0.620
	£3,720,000

	Owners Capital (d)
	£30,000,000

	Total PV
	£22,734,000

	Net Present Value (c-d)
	-£7,266,000


Table 14: NPV for Project B
(Source: self-report, 2025)
Project C
	Project C

	Year
	Net cash flow
	10%. discounting rate
	Present Value

	1
	£5,000,000
	0.909
	£4,545,000

	2
	£10,000,000
	0.826
	£8,260,000

	3
	£20,000,000
	0.751
	£15,020,000

	4
	£25,000,000
	0.683
	£17,075,000

	5
	£15,000,000
	0.620
	£9,300,000

	Owners Capital (d)
	£50,000,000

	Total PV
	£54,200,000

	Net Present Value (c-d)
	£4,200,000


Table 15: NPV for Project C
(Source: self-report, 2025)
Internal Rate of Return
Project A
	Project A

	Year
	Net cash flow

	Owners Capital
	-£40,000,000

	1
	£10,000,000

	2
	£12,000,000

	3
	£14,000,000

	4
	£10,000,000

	5
	£8,000,000

	IRR
	6%


Table 16: IRR for Project A
(Source: self-report, 2025)
Project B
	Project B

	Year
	Net cash flow

	Owners Capital
	-£30,000,000

	1
	£6,000,000

	2
	£6,000,000

	3
	£6,000,000

	4
	£6,000,000

	5
	£6,000,000

	IRR
	-8%


Table 17: IRR for Project B
(Source: self-report, 2025)
Project C
	Project C

	Year
	Net cash flow

	Owners Capital
	-£50,000,000

	1
	£5,000,000

	2
	£10,000,000

	3
	£20,000,000

	4
	£25,000,000

	5
	£15,000,000

	IRR
	6%


Table 18: IRR for Project C
(Source: self-report, 2025)
Profitability Index
Project A
	Project A

	Year
	Net cash flow
	10%. discounting rate
	Present Value

	1
	£10,000,000
	0.909
	£9,090,000

	2
	£12,000,000
	0.826
	£9,912,000

	3
	£14,000,000
	0.751
	£10,514,000

	4
	£10,000,000
	0.683
	£6,830,000

	5
	£8,000,000
	0.620
	£4,960,000

	Owners Capital
	£40,000,000

	Initial Investment
	£41,306,000

	Profitability Index
	£1


Table 19: Profitability Index for Project A
(Source: self-report, 2025)
Project B
	Project B

	Year
	Net cash flow
	10%. discounting rate
	Present Value

	1
	£6,000,000
	0.909
	£5,454,000

	2
	£6,000,000
	0.826
	£4,956,000

	3
	£6,000,000
	0.751
	£4,506,000

	4
	£6,000,000
	0.683
	£4,098,000

	5
	£6,000,000
	0.620
	£3,720,000

	Owners Capital
	£30,000,000

	Initial Investment
	£22,734,000

	Profitability Index
	£1


Table 20: Profitability Index for Project B
(Source: self-report, 2025)
Project C
	Project C

	Year
	Net cash flow
	10%. discounting rate
	Present Value

	1
	£5,000,000
	0.909
	£4,545,000

	2
	£10,000,000
	0.826
	£8,260,000

	3
	£20,000,000
	0.751
	£15,020,000

	4
	£25,000,000
	0.683
	£17,075,000

	5
	£15,000,000
	0.620
	£9,300,000

	Owners Capital
	£50,000,000

	Initial Investment
	£54,200,000

	Profitability Index
	£1


Table 21: Profitability Index for Project C
(Source: self-report, 2025)
Payback period
Project A
	Payback period - Project A

	Particulars
	Amount

	Initial Capital
	40

	1
	£10

	2
	£12

	3
	£14

	4
	10

	5
	8

	PBP in the year
	3

	Unrecovered cash
	£4

	Recovery period cash flow
	£10

	PBP (in months)
	4.80

	PBP
	3 years and 4.80months


Table 22: Payback period for Project C
(Source: self-report, 2025)
Project B
	Payback period - Project B

	Particulars
	Amount

	Initial Capital
	30

	1
	£6

	2
	£6

	3
	£6

	4
	£6

	5
	£6

	PBP in the year
	5

	Unrecovered cash
	£0

	Recovery period cash flow
	£0

	PBP (in months)
	£0

	PBP
	5 years


Table 23: Payback period for Project C
(Source: self-report, 2025)
Project C
	Payback period - Project C

	Particulars
	Amount

	Initial Capital
	50

	1
	£5

	2
	£10

	3
	£20

	4
	25

	5
	15

	PBP in the year
	3

	Unrecovered cash
	£15

	Recovery period cash flow
	£25

	PBP (in months)
	7.20

	PBP (in years)
	3 years and 7.20 months


Table 24: Payback period for Project C
(Source: self-report, 2025)
ARR
Project A
	ARR - Project A

	Year
	Net cash flow

	Owners Capital
	£40

	1
	£10

	2
	£12

	3
	£14

	4
	£10

	5
	£8

	Total inflows over five years
	54

	Average annual inflow
	10.8

	ARR
	27%


Table 25: ARR for Project A
(Source: self-report, 2025)
Project B
	ARR - Project B

	Year
	Net cash flow

	Owners Capital
	£30

	1
	£6

	2
	£6

	3
	£6

	4
	£6

	5
	£6

	Total inflows over five years
	30

	Average annual inflow
	6

	ARR
	20.00%


Table 26: ARR for Project B
(Source: self-report, 2025)
Project C
	ARR - Project C

	Year
	Net cash flow

	Owners Capital
	£50

	1
	£5

	2
	£10

	3
	£20

	4
	£25

	5
	£15

	Total inflows over five years
	75.00

	Average annual inflow
	15.00

	ARR
	30%


Table 27: ARR for Project C
(Source: self-report, 2025)
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