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Introduction
This report evaluates the financial condition of General Electronics and develops a restructuring roadmap to support long-term recovery. It first conducts a financial health check using indicators of profitability, liquidity, efficiency, gearing, cash flow quality, and the Altman Z score. It then examines working capital management, focusing on the cash operating cycle and the balance between receivables, inventories and payables. The next section compares short-term and long-term financing choices, considering recent losses and weak interest coverage. 
[bookmark: _Toc214845216]1. Financial Health Check
[bookmark: _Toc214845217]1.1 Ratio Analysis
	
	2020
	2021
	2022
	2023
	2024

	Gross Margin (%)
	28.67%
	28.76%
	28.06%
	23.20%
	28.87%

	Operating Margin (%)
	6.06%
	3.87%
	2.68%
	-20.29%
	-3.87%

	Net Margin (%)
	6.28%
	0.88%
	0.07%
	-23.36%
	-6.09%

	Current Ratio
	1.821
	1.555
	1.562
	1.606
	1.532

	Quick Ratio
	1.150
	0.935
	0.914
	1.059
	1.031

	Cash Ratio
	0.318
	0.281
	0.308
	0.265
	0.169

	Inventory Turnover (times)
	-3.64048825
	-3.187247618
	-2.785391744
	-3.657936175
	-3.539600529

	Days Inventory Outstanding (days)
	0.004181704
	0.004889681
	0.005812935
	0.008180372
	0.010670331

	Receivables Turnover (times)
	0.003286263
	0.003359364
	0.003725465
	0.004811431
	0.005125621

	Days Sales Outstanding (days)
	0.018518519
	0.01809708
	0.014916224
	0.01439899
	0.015184292

	Payables Turnover (times)
	0.145396962
	0.150092833
	0.159174998
	0.157370673
	0.156184891

	Days Payable Outstanding (days)
	0.018696855
	0.018390689
	0.016898931
	0.019526026
	0.025485267

	Cash Conversion Cycle (days)
	573519
	547055
	487536
	357905
	358425

	Debt to Equity (times)
	0
	0
	0
	0.360748584
	0.452907727

	Interest Coverage (times)
	0.789
	0.866
	0.904
	1.874
	1.134

	ROA (%)
	7.56%
	1.04%
	0.08%
	-27.60%
	-7.43%

	ROE (%)
	12.31%
	1.92%
	0.15%
	-54.91%
	-15.69%




Table 1: Ratio Analysis
(Source: Generated by MS Excel)
Profitability ratio
Gross margin has been widely stable between 28 and 29% in 2020-22, then it significantly dropped to 23.20% in 2023 before recovering to 28.87% in 2024. This trend implies that the core product price and head-on cost location continued to be competitive over most of the time, and 2023 will probably represent a momentary shock in input prices, unfavorable combination, or discounting to protect volumes. The 2024 recovery suggests that the company has several options: fixed pricing, achieved procurement savings, or a normalized mix (Rafid et al. 2024). Profitability of operations is worse. The operating margin decreases to 6.06% in 2020, to 3.87 percentage in 2022 and then falls to negative 20.29 percentage in 2023 and 2024, respectively. This has increased the difference between gross and operating margins, indicating inflation in overheads, an increase in logistic and services costs or exceptional items (Mpete and Maier, 2024). The major loss in 2023 falls in line with restructuring expenses, impairments, or a radical de-leverage of revenue on a substantial fixed cost base. The partial repair performed in 2024 is an indication of progress, yet the operating result is negative.
The next line is that of net margin: in 2020, net margin is 6.28%, in 2021 it is 0.88% and in 2022 it is 0.07%, after which it drops to negative 23.36 %in 2023 and negative 6.09% in 2024. The 2023-2024 period thus drained the earnings at the disposal of the equity holders and limited dividend payouts. The stress is verified by the return metrics. The return on assets decayed in 2020 by 7.56% to slightly negative 0.08% in 2022, and negative 27.60% in 2023 and negative 7.43% in 2024. ROE moves down to 12.31% to 1.92% and 0.15% in 2020-22 and then goes negative 54.91% in 2023 and negative 15.69% in 2024. To summarise, profitability had become increasingly weaker until 2022, then worsened sharply in 2023 and only partially recovered in 2024. 
Liquidity ratio
The present ratio lies between 1.53 and 1.82. This is a safe yet acceptable band which suggests a relationship of current assets more than current liabilities throughout. The quick ratio is between 0.91 to 1.15, which is narrower but mostly close to unity, meaning that the liabilities within the short-term do not require the use of inventory to meet short-term liabilities through the warrants and cash. It shows that the cash ratio worsened in 2021 with 0.318, versus 2024 with 0.169, indicating a progressive erosion of pure cash buffers. 
Efficiency and Working Capital Ratio
The working-capital turnover statistics presented have abnormal magnitudes and signs. Inventory turnover is negative, and the Days Inventory Outstanding is presented in extremely small fractions of a day, and the cash conversion cycle is presented in the thousands of days in the hundreds. Such outputs cannot be considered economically meaningful in absolute terms, and they point to the fact that a unit scaling or sign convention has been adopted in the worksheet inaccurately. With that said, directional observations can be informative in two.
First, despite the anomalies, the cash conversion cycle reported has reduced materially between 573,519 and 358,425 over the period in which the sharpest improvement is expected to take place by 2023. When there is a continuity of the same formula, and the use of the same units, then the trend suggests that the operating working capital became less restrictive on cash either by the reduction of the days of inventory and receivables or by the improvement of the supplier terms (Duffour and Pattanaik, 2025). Second, the movement of payables indicators is associated with trying to extend trade credit. Days payable outstanding would increase between the end point and the start point on the series, which would be of help in a downturn. 
Gearing Ratio
Debt to equity remains equal to zero between 2020 and 2022, followed by an increase to 0.36 in 2023 and 0.45 in 2024. The change suggests that the company has rolled out borrowings in the earnings trough, and this is an expected reaction to finance losses and stay in business. The series coverage of interest is below a healthy comfort level: 0.789 in 2020, 0.866 in 2021, 0.904 in 2022, temporarily, up to 1.874 in 2023, and then 1.134 in 2024. Coverage close to one denotes weak service capacity that may be affected by an additional shock to profits or a rate upsurge. With operating losses in 20232024, the lenders will pay increased attention to the quality of collateral and covenants, as well as a convincing path of returning to positive EBITDA. An increase in leverage amid the negative operating profitability also raises financial risk to the equity holders and decreases strategic flexibility.
Investment ratio
There are no explicit market measures, but the pattern of the return on equity shows that the shareholder value is destroyed in 2023 and 2024. The Altman model proxy reveals that the relative equity over liabilities ratio is declining, and this is in tandem with a reduction in the cushion that is available to creditors and owners. Without dividend information, the reasonable assumption is the suspension or a material cut of distributions over the troubled years to save cash.
Cash flow quality: 
The ratio set excludes direct operating cash flow, but the negative operating margin and nearly one interest cover in 20232024 suggest that the company will not be generating cash in the core activities and will need to resort to financing. The fact that the operating margin has improved from negative 20.29% to negative 3.87% in 2024 is an indication that there could be cost take-out or reversal of exceptional items, which would enhance cash conversion when perpetuated. The dropping cash ratio though is an indication that liquid buffers have been tapped into at the time of the trough. Without new equity, the business will have to reestablish cash flows in the business and through operations and working-capital release in 2025 to obtain resilience.
[bookmark: _Toc214845218]1.2 Corporate failure risk: Altman Z-Score moves from safe to grey
	Altman Z-Score (using Book Value of Equity as proxy for Market Value, where market value is unavailable)
	
	

	Explanation: X1=WC/Assets, X2=Retained Earnings/Total Assets, X3=EBIT/Total Assets, X4=Market Value Equity/Total Liabilities (book value used as proxy), X5=Sales/Total Assets

	
	
	
	
	
	

	Year
	2020
	2021
	2022
	2023
	2024

	Working Capital
	 £                    147,333 
	 £                    120,359 
	 £                    121,567 
	 £                       97,703 
	 £          84,203 

	Total Assets
	 £                    510,290 
	 £                    510,348 
	 £                    504,163 
	 £                    355,872 
	 £        323,354 

	Retained Earnings
	 £                    324,990 
	 £                    330,291 
	 £                    330,698 
	 £                    232,460 
	 £        208,431 

	EBIT (Operating Income)
	 £                       37,267 
	 £                       23,253 
	 £                       14,548 
	-£                      85,301 
	-£          15,297 

	Market Value Equity (proxy: Book Equity)
	 £                    313,301 
	 £                    275,949 
	 £                    268,406 
	 £                    178,920 
	 £        153,105 

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

	Sales
	 £                    614,680 
	 £                    601,602 
	 £                    542,751 
	 £                    420,457 
	 £        394,879 

	X1 = WC/TA
	0.289
	0.236
	0.241
	0.275
	0.260

	X2 = RE/TA
	0.637
	0.647
	0.656
	0.653
	0.645

	X3 = EBIT/TA
	0.073
	0.046
	0.029
	-0.240
	-0.047

	X4 = MVE/TL
	1.590
	1.177
	1.138
	1.011
	0.899

	X5 = Sales/TA
	1.205
	1.179
	1.077
	1.181
	1.221

	Z-Score = 1.2X1+1.4X2+3.3X3+0.6X4+1.0X5
	3.638
	3.225
	3.063
	2.241
	2.820



Table 2: Altman Z-Score
(Source: Generated by MS Excel)
The Altman Z-Score, in which book equity is the proxy of market value, falls to 3.64 in 2020 to 3.22 in 2021 and 3.06 in 2022, followed by a decline to 2.24 in 2023, and an increase to 2.82 in 2024. A score of 2.99 will be considered safe, 1.81-2.99 grey, and a score below 1.81 distress. The firm has been in the safe zone until the year 2022, followed by entering into the grey zone in 2023 during the operating loss, and recovery in the grey band in 2024.
The movement is attributed to the factor decomposition. The level of X1 (working capital to assets) is quite steady, as it falls somewhat in 2021 and recovers in 2023 before a slight decrease in 2024. X2 (retained earnings to assets) is high all the way, typically indicative of cumulative profitability and a conservative dividend policy and the gradual decline of 0.64-0.66 to 0.64 by 2024 indicates earnings pressure. X3 (EBIT to assets) becomes negative in 2023 and is negative in 2024, effectively pulling the Z-Score. X4 (equity to liabilities) decreases by 1.59 in 2020 to 0.90 in 24 and represents a thinning cushion of equity as compared to creditors (Teece, 2022). X5 (sales to assets) is also good, and it is above the value of one during an increase in 2024, which is a sign of good utilisation in the use of assets despite the weakening of the margins. 
[bookmark: _Toc214845219]1.3 Strengths and threats: an integrated view
Strengths and threats: Under normal conditions, the firm will maintain competitive gross margins, and the full recovery will be seen by 2024. The utilisation of assets seems good based on sales to assets. The liquidity is satisfactory since current and quick ratios are within the range of one or more. The retained earnings are large as compared to assets and provide repair ability in case additional losses are enclosed. Key threats persist. 2023 and 2024 Operating expenses and exceptional items annulled earnings. The cash resources were diluted, and it became exposed to slippage in collections and inventory (Panchal et al., 2025). 
Data quality and priorities: Implausible absolute values in efficiency metrics are probably due to formula errors or unit errors; before establishing targets, reconciliation of formulas should be done. The urgent needs are to close the gap in gross-operating margin, remake cash by working-capital discipline, prevent additional structural borrowing and renew the quality of earnings by reporting.
[bookmark: _Toc214845220]2. Working Capital Management Analysis
[bookmark: _Toc214845221]2.1 Assess the Cash Operating Cycle
	Working Capital & Cash Conversion Cycle (CCC)
	
	
	
	
	

	Formulas reference the Raw_Financials sheet. DSO = 365 / (Net Sales / AR). DIO = 365 / (Cost of Sales / Inventories). DPO = 365 / (Cost of Sales / AP).

	
	2020
	2021
	2022
	2023
	2024

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

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

	Working Capital
	 £                    147,333 
	 £                    120,359 
	 £                    121,567 
	 £                       97,703 
	 £                       84,203 

	Cash and cash equivalents
	 £                       57,153 
	 £                       60,813 
	 £                       66,740 
	 £                       42,751 
	 £                       26,783 

	Accounts receivable
	 £                    129,433 
	 £                    129,215 
	 £                    112,346 
	 £                    112,596 
	 £                    114,182 

	Inventories
	 £                    120,430 
	 £                    134,469 
	 £                    140,181 
	 £                       88,273 
	 £                       79,355 

	Accounts payable
	 £                       83,229 
	 £                       92,707 
	 £                       71,373 
	 £                       57,033 
	 £                       72,031 

	Receivables Turnover
	4.75
	4.66
	4.83
	3.73
	3.46

	Days Sales Outstanding (DSO)
	76.86
	78.40
	75.55
	97.74
	105.54

	Inventory Turnover
	-3.64
	-3.19
	-2.79
	-3.66
	-3.54

	Days Inventory Outstanding (DIO)
	-100.26
	-114.52
	-131.04
	-99.78
	-103.12

	Payables Turnover
	-5.27
	-4.62
	-5.47
	-5.66
	-3.90

	Days Payable Outstanding (DPO)
	-69.29
	-78.95
	-66.72
	-64.47
	-93.60

	CCC (days)
	45.89
	42.83
	11.23
	62.43
	96.03
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Table 3: Working Capital Table
(Source: Generated by MS Excel)
Comparison of working capital and cash conversion cycle (CCC) of General Electronics in 2020-2024 shows that the company deteriorates slowly in terms of liquidity management. The working capital dropped to 84,203 in 2024 against 147,333 in 2020, which means that the cash availability is limited and flexibility is lower. The current assets were reduced by 26% and current liabilities were only reduced by 12%, which placed a strain on the day-to-day running of the business. The worst depreciation is on cash and cash equivalents, which decreased by more than 57,153 in 2020 to 26,783 in 2024.
The CCC varied significantly, which indicated poor management of cash flow. It was 45.9 days in 2020, and this increased slightly to 42.8 in 2021, after which it decreased significantly to 11.2 in 2022, followed by a significant increase to 62.4 in 2023 and 96.0 in 2024. 
The efficiency of receivables declined due to the growth of Days Sales Outstanding (DSO) from 76.9 to 105.5 days. The gradual lengthening indicates slower collections, lax credit policies and less effective follow-up in financial distress. High DSO freezes capital and puts pressure on liquidity. On the other hand, inventory management depicts a decrease in inventory levels in the year 2020 of 120,430 to 79,355 in the year 2024. Even though this can indicate an improved level of control, the negative turnover indicators in the data give an indication of possible inconsistencies in the formulas (Muojekwu et al., 2025). 
The Days Payables Outstanding (DPO) increased to approximately 93 days, and the dependency on supplier credit increased. Although this will save cash in the short run, it may destroy supplier relationships and purchasing conditions unless done openly. The resultant CCC volatility of 11 to 96 days indicates a low correlation among working-capital elements and that there is an urgent requirement to manage cash cycles.
[bookmark: _Toc214845222]2.2 Recommend Strategies to Improve Liquidity through Working Capital Reforms
To reestablish liquidity and reduce the CCC, all three working-capital elements, receivables, inventory, and payables, should be subjected to a systematic set of reforms.
Receivables management reforms. The redesign of the credit policy should enable the company to balance the sales volume and the cash flow. The predictability will be enhanced through the introduction of credit scoring systems, dynamism in credit limits and the provision of different terms to the high- and low-risk clients. The collections can be accelerated by automated invoices, reminders, and electronic payments. Discounts or loyalty credits might also be provided as incentives to make payments on time (Kumar, 2024). 
Reforms in inventory management. The decreasing levels of the stock of the firm are indicative of defensive management of the cash, other than strategic optimisation. The company is recommended to implement the principles of just-in-time, the ABC classification, and the digital analytics demand forecasting to attain sustainable efficiency. The replenishment time may be shortened through supplier collaboration, through either vendor-managed inventory or framework agreements. The procurement and sales information incorporated in the enterprise resource planning (ERP) system would allow real-time visibility and avoid excess holding, as well as avoid a stockout. 
Reforms in payables management. Liquidity can be improved by extension of payment terms, whereas the unchecked extension generates counterparty risk. The management must incorporate a segmented approach to the payables, where the major and non-major suppliers are differentiated. In the case of important suppliers, trust can be preserved through open negotiation of formal payment terms or dynamic discounting contracts and the optimal use of cash (Campino and Rodrigues, 2024). In the case of smaller vendors, predictive scheduling and electronic payment systems might provide flexibility and control.
Policy integration. The optimisation of liquidity requires an integrated governance framework. The formation of a cross-functional working-capital committee that entails finance, operations and procurement will instil accountability. Reforms will be achieved by tracking the CCC monthly, rolling cash-flow projections, and linking cash performance to management incentives. 
[bookmark: _Toc214845223]2.3 Compare Short-Term vs Long-Term Financing Options
Since the company has lost its profitability and experienced uneven cash flows, the financing strategy should be well-balanced between flexibility and low costs.
Short-term financing. Short-term instruments offer agility in the case of short-term liquidity requirements. Operation shortfalls may be financed by revolving credit facilities, overdrafts, finance trade lines and even supplier-financing arrangements, but without structural leverage. These are fast sources of cash, but in most cases, the interest rate and the risk of renewal are increased (Sudacevschi and Stefan Duicu, 2024). Specifically, invoice discounting or factoring will allow accelerating inflows by converting receivables into cash, decreasing reliance on traditional borrowing. Nevertheless, the company should also check the effective cost of these facilities and make sure that they do not replace the improvements that can be made.
Long-term financing. Long-term instruments, such as term loans, equipment leases, or bonds, are stable and suitable when funding fixed needs such as production upgrades or modernising a system (Rashid, 2021). However, the operating losses in recent years and interest coverage of about one time would render additional long-term debt to increase the financial risk. Until profitability rises, the company should not make capital investments in large quantities (Kratochvil et al., 2023). Alternatively, safer long-term liquidity absorbers could be found by retaining earnings or making limited equity injections.
Comparative assessment. Short-term funds can be used for seasonal or cyclical working-capital requirements, whereas long-term funds can be used for strategic transformation after the cash flow is stable. Flexibility of liquidity is the focus now instead of increasing leverage. Thus, the company needs to depend on short-term, revolving facilities with strong working-capital reforms. 
[bookmark: _Toc214845224]3. Strategic Financial Restructuring Plan
[bookmark: _Toc214845225]3.1 Recommend financial restructuring options 
General Electronics needs a well-organised strategy that enhances solvency, reinstates cash flow, and regains trust. The trends in ratios and the Altman score indicate that risk increases due to operating losses, exhausted cash, and new debt (Mavlutova et al. 2021). An acceptable strategy must entail increasing liquidity, strengthening capital and emphasising operations.
Non-core activities can be divested selectively to bring cash fast but focus strategic coherence further. Some of the candidates are peripheral product lines, surplus real estate and low utilisation equipment. The proceeds of sales must be used to fund working capital, pay for costly short-term facilities, and support process enhancements (Sivararajan, 2024). Value shall be preserved and stranded costs reduced through independent valuations, competitive bidding and careful disentangling of shared services.
The second pillar is an equity injection. Further leverage is not safe, as debt to equity is increasing, and interest cover is low. Premeditation is maintained as a rights issue to current shareholders, and fairness is indicated. The fresh equity is to be ring-fenced to finance the milestones of restructuring, such as modernisation of systems, inventory analytics, and product rationalisation to ensure that investors can monitor progress in relation to well-promulgated goals.
Repair can be fastened through a strategic merger or joint venture. This would enable the buying of scale, joint research and footprints of manufacturing that are rationalised by buying a complementary electronics player (Oyeyipo et al. 2023). An alliance with a distribution expert would open international markets at reduced initial risk. All the transactions must be supported by strong due diligence, sporadic synergy suppositions, and an integration blueprint that safeguards customers and talent.
These measures should be backed by debt restructuring. The management is to negotiate maturity extensions, covenant resets based on EBITDA milestones, as well as the conversion of volatile overdrafts into committed revolving credit facilities. Where suitable, partial debt-to-equity swaps may reduce cash interest and make lender incentives consistent with the turnaround (Alsharari, 2024). The goal is that it will have a smoother repayment profile that would be equal to operating cash generation. Lastly, an operation excellence programme should be accompanied by financial repair. 
[bookmark: _Toc214845226]3.2 Evaluate impact on shareholder value, debt structure, and operational flexibility
The suggested options affect the creation of value in three ways. To begin with, divestiture influences earnings mix and capital intensity. Selling low pay-off assets generally amplifies the returns on the capital invested and decreases volatility. When the proceeds to purchase expensive debt, interest savings increase the quality of earnings and boost valuation multiples (Ritchken and Wu, 2021). The danger is that of selling strategic options at a low price. Strict portfolio testing should be conducted so that the rest of the core is able to continue to scale and innovate.
Second, issuance of equity dilutes ownership but reduces financial risk. Credible recapitalisations that stabilise the firm and safeguard going concern value are usually rewarded by investors. In case there is an additional equity rise amounting to fifty million and used in unleveraging and working capital, the interest coverage should be enhanced significantly. The market will compare the governance of proceeds (De Smet et al., 2023). Value leakage is alleviated through ring-fenced spending and milestone reporting and board-level oversight.
Third, through mergers or joint ventures, step change value can be achieved in case synergies are actual and integration is rigorous. The advantages are that there will be procurement discounts, sharing of development costs and enhancement of load factors among the plants. These expenses are transaction costs, cultural friction, and system harmonization (Putri and Willim, 2024). The management is supposed to establish a synergy realisation office with specific responsibilities, protection of day one customers and quarterly scorecards to ensure that the benefits are transferred to cash.
The plan increases the strength of the debt structure. Short-term, high-cost instruments with short duration can be retired by asset sale proceeds and equity inflows. Recovery allows flexibility with longer maturities on maintenance covenants with interest cover as opposed to leverage (Nguyen, 2024). The refinancing concentration risk is diminished through the diversification of the banks and capital market instruments. The interest rate exposure must be balanced by a combination of both the fixed and floating tranching in accordance with the anticipated seasonal cash flow.
There is increased operational flexibility with a decline in financial stress. A less weighted balance sheet liberates the resources to invest in working capital systems, product redesign, and channel alliances. 
[bookmark: _Toc214845227]3.3 Include international and ethical considerations 
The restructuring decisions must be subjected to cross-border and ethical limitations. The effects of taxation may be considerable. Capital gains may be crystallised through asset sales. The cross-border mergers can generate withholding taxes and transfer pricing investigations (Islam, Haque and Moutushi, 2022). Timely interference of tax advisors can order the transactions in such a way that they avoid double taxation without violating the OECD system.
Currency risks occur in cases where input, revenues, or financing is done using other currencies. Natural hedges ought to be embraced by matching the currency of costs and revenues in the contracts (Ramadhan, 2024). 
Continuous inflation will have an impact on the real cost of debt and working capital required to finance sales. Pricing models should be able to enable a timely transmission of input inflation (Kuzmina, 2023). The cost trends should be reflected in inventory valuation techniques to prevent margin illusion and stock misstatements (Bourgoin and Harms, 2024). The structural cost increases which push the operating margin down can be compensated for by investments in energy efficiency and logistics optimisation.
Ethical matters are inseparable. The divestiture and expenses can have an impact on the employees and localities (Istan, 2024). The management should also engage the workforce representatives and offer to redeploy them well, and offer decent severance. Attempts towards supplier finance reforms must not impose unwarranted pressure on small suppliers. 
International governance is also important. The partners involved in cross-border transactions require the compliance standards concerning data protection, export controls, and anti-bribery to be shared (Wu, Alkaraan and Le, 2023). 
[bookmark: _Toc214845228][bookmark: _Hlk213948866]4. Investment Appraisal and Capital Budgeting
[bookmark: _Toc214845229]4.1 Three proposed investment projects using PBP, ARR, NPV, PI, and IRR
	Investment Appraisal - Projects A, B, C (All £m)
	
	
	
	
	
	

	Project
	A
	B
	C
	cumulative (A)
	cumulative (B)
	cumulative (C)

	Initial Investment (enter negative number)
	-£              40.00 
	-£           30.00 
	-£             50.00 
	-£               40.00 
	-£              30.00 
	-£                50.00 

	Year 1 Cash Inflow
	 £               10.00 
	 £              6.00 
	 £                5.00 
	-£               30.00 
	-£              24.00 
	-£                45.00 

	Year 2 Cash Inflow
	 £               12.00 
	 £              6.00 
	 £             10.00 
	-£               18.00 
	-£              18.00 
	-£                35.00 

	Year 3 Cash Inflow
	 £               14.00 
	 £              6.00 
	 £             20.00 
	-£                 4.00 
	-£              12.00 
	-£                15.00 

	Year 4 Cash Inflow
	 £               10.00 
	 £              6.00 
	 £             25.00 
	 £                  6.00 
	-£                 6.00 
	 £                 10.00 

	Year 5 Cash Inflow
	 £                 8.00 
	 £              6.00 
	 £             15.00 
	 £               14.00 
	 £                      -   
	 £                 25.00 

	Depreciation (SL)
	 £                      -   
	 £                  -   
	 £                    -   
	 £               14.00 
	 £                      -   
	 £                 25.00 

	Annual Accounting Profit (Cash inflow - Depreciation)
	 £               10.00 
	 £              6.00 
	 £                5.00 
	 £               24.00 
	 £                 6.00 
	 £                 30.00 

	NPV @10%
	 £                 1.32 
	-£             7.26 
	 £                4.23 
	
	
	

	PV of Inflows
	 £               41.32 
	 £           22.74 
	 £             54.23 
	
	
	

	IRR
	11%
	0%
	13%
	
	
	

	Profitability Index (PI)
	1.03
	0.76
	1.08
	
	
	

	Payback Period (yrs)
	3.4
	5
	3.60
	
	
	

	ARR (%)
	53.79%
	29.66%
	51.73%
	
	
	




Table 4: Investment Appraisal
(Source: Generated by MS Excel)
Investment Appraisal Overview
Projects A, B, and C have been analysed through the normal capital-budgeting methods, with the Net Present Value, Internal rate of Return, Profitability Index, Accounting rate of return and Payback Period being the evaluation appraisals. All these indicators evaluate the liquidity impact of the projects, exposure to risks, and value creation in the long-term at the discount rate of 10% of the company.
Evaluation of Project A
[bookmark: _Hlk213948715]Project A has an initial investment of £40million and cash inflows of £10million, £12 million, £14million, £10million and £8million after 5 years, respectively. Having an NPV of £1.32 million, a total discounted inflow value of £41.32 million, the project produces marginal and positive value over the cost of capital. The 11% IRR is marginally higher than the 10% hurdle rate, indicating that the project will yield a favourable return as compared to the available capital limit of the company. 
The ARR of the project is 53.79% which shows high accounting profitability, as all the inflows are considered as profit, as there is no depreciation. A payback period of about 3.5 years will mean that there will be relatively quick liquidity recovery, which is beneficial considering that the company is presently experiencing a cash crunch. 
Evaluation of Project B
In project B, the initial investment is smaller at £30 million, but it would have fixed cash inflows of 6 million pounds per year. The NPV value is negative (-£7.26 million), thus establishing that the project kills value compared to the required rate of the company. The IRR of 0% demonstrates that the project fails to satisfy the discount rate requirement and the profitability index of 0.76 shows that a pound invested in the project is only worth 76 pence in discount value.
Though the ARR of 29.66 percent seems to be logical at the beginning, the discounted returns are weak and supersede this accounting indicator. The payback period is also greater than the duration of the project, and this means that the initial investment is not recovered in the 5-year horizon.
Evaluation of Project C
Project C will result in a high rate of investment of £50 million pounds yet a high result of long-term profile of £5 million, £10 million, £20million, £25million and £15millon within five years. NPV of £4.23 million is the highest when compared to all other options, and it has better absolute value creation. The 12.7% IRR is also significantly higher than the 10% mark of the company, which is an indication of good financial performance.
The index of profitability 1.08 shows that Project C offers the highest value in terms of the number of pounds invested compared to both Project A and Project B. The ARR of 51.73% indicates good accounting profitability, and even though the payback period projects a little more period of approximately 4.2 years, the growing inflows after Year 3 indicate sustainability in recovery and long-term growth. 
Overall Ranking and Conclusion
According to all appraisal measures, Project C is the best investment as it provides the best NPV, IRR and PI. Project A is second with its moderate output and quicker recovery of liquidity. Project B is a consistent value killer, and user rejection is the right way to deal with it. Project C is thus the best financial project within the strategic and financial limitations of the company. Project C ranks first, followed by Project A, with Project B last, because C brings the fastest payback (2.4 years), the solidest IRR and PI values, making it the most financially good-looking option overall.
[bookmark: _Toc214845230]4.2 Final investment recommendation assuming capital rationing 
General Electric is constrained by a capital-rationing limit of £60 million to choose the combination of projects with the highest total NPV amongst available funds. All three projects demand a total of £120 million (£40m + £30m + £50m). Thus, only two of them can be implemented.
Step 1: Identify feasible combinations.
· Projects A + B = £70m (exceeds budget).
· Projects A + C = £90m (exceeds budget).
· Projects B + C = £80m (exceeds budget).
· Only separate projects or partial funding combinations under the range of 60m are feasible.
With this limitation, either Project C (funded alone of £50m) or Project A (funded alone of £40m) can be funded by the management. Both would be more than capital to invest in.
Step 2: Compare NPVs and returns within budget: Project A presents an NPV of £1.32m, gives an investment of £40m, and Project C presents an NPV of £4.23m, given an investment of £50m. 
Step 3: Test capital utilisation and marginal returns: If the company had to pick Project C only, a capital of £10 million would be unused. Nevertheless, it is impractical to invest partially in Project A or B when they need to be wholly funded to provide the estimated inflows. Even at the average rate of the company on its investments at present (negative value), the opportunity cost of the lower NPV project would not be compensated in any way by the marginal gain of investing the remaining £10 million elsewhere. As such, Project C maximises shareholder wealth in general within the limit of £60 million (Campbell and Kasztelnik, 2023).
Step 4: Sensitivity and scenario considerations: The back-loaded inflows of project C create timing risk. Its NPV would be more like that of Project A, in case discount rates increase to 12%. The preceding inflows in project A would be preferred in that case since it has been established that they lead to liquidity that is accessible sooner and is not as much concerned with discount-rate shifts. 
[bookmark: _Toc214845231]4.3 Recommendation regarding the company’s financial performance and project risk characteristics
The investment advice should be in line with the financial position of General Electronics, which indicates lowered profitability and limited liquidity. The operating margin dropped to -3.87% in 2020-2024 compared to the previous year, 6.06%, and the net margin dropped to -6.09 percent, which indicates still operating at a loss. Liquidity also declined as the cash ratio decreased to 0.17, which means that the company has a lower level of internal financing capacity, and it must rely on external capital. The 1.13 interest coverage indicates a low capacity to take on extra debt service. The firm thus requires investments that can be liquid, supportive and sustainable in terms of profitability.
Liquidity view: Project A has an early inflow, which will make it appealing to recover liquidity in the short run. Its 40 million expenditure is paid back within three and a half years, as compared to the four years of payback of Project C. This improves liquidity and operational stabilisation. Its low NPV (1.32m) and low profitability index (1.03), however, reflect very low long-term benefits. Project C is slower to pay back, but it has a higher NPV (£4.23m) and PI (1.08), which form more value per pound invested (Sivararajul, 2024). 
Profitability and alignment of returns: The aspect of restoring profitability is at the core of the turnaround strategy. The IRR of project C of 12.7% is comfortably over the 10% hurdle and way higher than the negative ROA and ROE of 20232024. The IRR of 11% of Project A has only a marginal value, whereas the IRR of zero and negative NPV in Project B signifies value destruction. The cash profile of project C indicates scalability and growth in future demand, which is in line with the firm’s aspiration to make positive economic profits and regain investor confidence.
Risk and cash flow volatility: The timing risk in Project C is moderate as the inflows are back-loaded (£5m and 10m in the first few years, followed by 20m-25m). This lag is absorbed by the fact that the firm is currently strengthening its equity and liquidity reforms, which give it sufficient ability to absorb the lag. The predictable inflows in Project A are safer but not enough to recover the losses in the past, whereas the regular inflows in Project B are not resilient to the effects of inflation or volatile markets. 
Sensitivity and macroeconomic exposure: Increasing inflation or interest rates may narrow the discount cash values of Project C, but continued reprofiling of debt and equity infusion is decreasing sensitivity to financing shocks. Since the returns of Project C are also related to the expansion of the high-margin products and the increase of efficiency, it is not exposed to the macroeconomic changes as much as the projects that rely on price stability.
Strategic and ethical alignment: Project C facilitates the restructuring goal of the company to sell low-yield assets and invest in technologies with high returns. It augments the automation, digitalisation and product-line consolidation objectives, providing a transformational effect. Project A, on the other hand, currently operates at an existing level with a small growth potential (Panchal et al., 2025). Project C should be implemented with strong governance mechanisms, such as the release of funds in milestones and a sustainability audit to ensure the project is in line with corporate social responsibility standards and increase stakeholder trust.
Long-term shareholder value: The NPV of 4.23 million pounds and IRR of 12.7% of project C represents the economic value that is of significant worth in addition to the cost of capital. The resulting inflows of cash will restore reserves, enhance interest coverage, and allow for dividend reinstatements, which will ultimately improve credit ratings and market value. Comparatively, Project A would yield small relative returns, whereas Project B would undermine the performance.
To summarise, all five methods of appraisal come to the consensus that Project B is rejected and that Projects A and C should be chosen. Project C is a financially appealing and strategically consistent project under capital rationing. It provides the best NPV, IRR, as well as profitability index to offset a comparatively extended payback period. Its back-loaded inflows are not only associated with timing risk but also have better long-term returns that follow the restructuring path of the company. Project A is still a worthy second option in case of liquidity assistance with the expansion of resources.
Project C should also be given priority within the budget constraint of 60 million since the company is experiencing better gross margins and focuses on sustainable recovery. The project is not only able to maximise the shareholder value, but it complements the ongoing restructuring processes by strengthening operational effectiveness, facilitating technological modernisation and competitive positions. 
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Investment Appraisal - Projects A, B, C (All £m)

A	Initial Investment (enter negative number)	Year 1 Cash Inflow	Year 2 Cash Inflow	Year 3 Cash Inflow	Year 4 Cash Inflow	Year 5 Cash Inflow	Depreciation (SL)	Annual Accounting Profit (Cash inflow - Depreciation)	-40	10	12	14	10	8	0	10	B	Initial Investment (enter negative number)	Year 1 Cash Inflow	Year 2 Cash Inflow	Year 3 Cash Inflow	Year 4 Cash Inflow	Year 5 Cash Inflow	Depreciation (SL)	Annual Accounting Profit (Cash inflow - Depreciation)	-30	6	6	6	6	6	0	6	C	Initial Investment (enter negative number)	Year 1 Cash Inflow	Year 2 Cash Inflow	Year 3 Cash Inflow	Year 4 Cash Inflow	Year 5 Cash Inflow	Depreciation (SL)	Annual Accounting Profit (Cash inflow - Depreciation)	-50	5	10	20	25	15	0	5	



Ratio Analysis

2020	Gross Margin (%)	Operating Margin (%)	Net Margin (%)	Current Ratio	Quick Ratio	Cash Ratio	Inventory Turnover (times)	Days Inventory Outstanding (days)	Receivables Turnover (times)	Days Sales Outstanding (days)	Payables Turnover (times)	Days Payable Outstanding (days)	Cash Conversion Cycle (days)	Debt to Equity (times)	Interest Coverage (times)	ROA (%)	ROE (%)	0.28674432224897506	6.0628294397084663E-2	6.2751350296089026E-2	1.8207509330956493	1.1498690880730877	0.31838337697064228	-3.6404882504359377	4.1817036145958639E-3	3.286262770872649E-3	1.8518518518518517E-2	0.14539696249910028	1.8696854830447699E-2	573519	0	0.78856322621641251	7.5588390914969925E-2	0.1231148320624575	2021	Gross Margin (%)	Operating Margin (%)	Net Margin (%)	Current Ratio	Quick Ratio	Cash Ratio	Inventory Turnover (times)	Days Inventory Outstanding (days)	Receivables Turnover (times)	Days Sales Outstanding (days)	Payables Turnover (times)	Days Payable Outstanding (days)	Cash Conversion Cycle (days)	Debt to Equity (times)	Interest Coverage (times)	ROA (%)	ROE (%)	0.28759212901552855	3.8651799694814845E-2	8.8114733661124791E-3	1.5551947303113194	0.93491307135575474	0.28051958835170004	-3.1872476184101912	4.8896807641298379E-3	3.3593638319021546E-3	1.8097079676731617E-2	0.15009283327144449	1.839068876908349E-2	547055	0	0.86560202524621999	1.0387030026570106E-2	1.9210071426241804E-2	2022	Gross Margin (%)	Operating Margin (%)	Net Margin (%)	Current Ratio	Quick Ratio	Cash Ratio	Inventory Turnover (times)	Days Inventory Outstanding (days)	Receivables Turnover (times)	Days Sales Outstanding (days)	Payables Turnover (times)	Days Payable Outstanding (days)	Cash Conversion Cycle (days)	Debt to Equity (times)	Interest Coverage (times)	ROA (%)	ROE (%)	0.28059275800505207	2.6804188292605634E-2	7.4988346405626153E-4	1.5615804280441441	0.9140123710578224	0.30830634767384385	-2.7853917435315769	5.8129349747575287E-3	3.7254652686038348E-3	1.491622394769105E-2	0.15917499803196095	1.6898930506041947E-2	487536	0	0.9044729861056392	8.0727859838980649E-4	1.5163595448685946E-3	2023	Gross Margin (%)	Operating Margin (%)	Net Margin (%)	Current Ratio	Quick Ratio	Cash Ratio	Inventory Turnover (times)	Days Inventory Outstanding (days)	Receivables Turnover (times)	Days Sales Outstanding (days)	Payables Turnover (times)	Days Payable Outstanding (days)	Cash Conversion Cycle (days)	Debt to Equity (times)	Interest Coverage (times)	ROA (%)	ROE (%)	0.23203324002216635	-0.20287686969178775	-0.23364577114901167	1.6062935934668752	1.0585176359619728	0.26529029215379651	-3.6579361752744326	8.1803715905780054E-3	4.8114313711033474E-3	1.4398990098228728E-2	0.15737067288992609	1.952602578505323E-2	357905	0.36074858409258803	1.8743439934399344	-0.27604869166441864	-0.54906103286384977	2024	Gross Margin (%)	Operating Margin (%)	Net Margin (%)	Current Ratio	Quick Ratio	Cash Ratio	Inventory Turnover (times)	Days Inventory Outstanding (days)	Receivables Turnover (times)	Days Sales Outstanding (days)	Payables Turnover (times)	Days Payable Outstanding (days)	Cash Conversion Cycle (days)	Debt to Equity (times)	Interest Coverage (times)	ROA (%)	ROE (%)	0.28868083640811487	-3.8738448993235905E-2	-6.0851551994408414E-2	1.5319506478574272	1.0306271360974408	0.16920102848551086	-3.5396005292672168	1.0670330634080743E-2	5.125620759777046E-3	1.5184291538397537E-2	0.15618489080947603	2.548526742075129E-2	358425	0.45290772686003727	1.1341912732249066	-7.4311745022483097E-2	-0.1569445805166389	



Working Capital & Cash Conversion Cycle (CCC)

Current Assets	2020	2021	2022	2023	2024	326843	337146	338040	258851	242494	Current Liabilities	2020	2021	2022	2023	2024	179510	216787	216473	161148	158291	Working Capital	2020	2021	2022	2023	2024	147333	120359	121567	97703	84203	Cash and cash equivalents	2020	2021	2022	2023	2024	57153	60813	66740	42751	26783	Accounts receivable	2020	2021	2022	2023	2024	129433	129215	112346	112596	114182	Inventories	2020	2021	2022	2023	2024	120430	134469	140181	88273	79355	Accounts payable	2020	2021	2022	2023	2024	83229	92707	71373	57033	72031	



Ratio Analysis

2020	Gross Margin (%)	Operating Margin (%)	Net Margin (%)	Current Ratio	Quick Ratio	Cash Ratio	Inventory Turnover (times)	Days Inventory Outstanding (days)	Receivables Turnover (times)	Days Sales Outstanding (days)	Payables Turnover (times)	Days Payable Outstanding (days)	Cash Conversion Cycle (days)	Debt to Equity (times)	Interest Coverage (times)	ROA (%)	ROE (%)	0.28674432224897506	6.0628294397084663E-2	6.2751350296089026E-2	1.8207509330956493	1.1498690880730877	0.31838337697064228	-3.6404882504359377	4.1817036145958639E-3	3.286262770872649E-3	1.8518518518518517E-2	0.14539696249910028	1.8696854830447699E-2	573519	0	0.78856322621641251	7.5588390914969925E-2	0.1231148320624575	2021	Gross Margin (%)	Operating Margin (%)	Net Margin (%)	Current Ratio	Quick Ratio	Cash Ratio	Inventory Turnover (times)	Days Inventory Outstanding (days)	Receivables Turnover (times)	Days Sales Outstanding (days)	Payables Turnover (times)	Days Payable Outstanding (days)	Cash Conversion Cycle (days)	Debt to Equity (times)	Interest Coverage (times)	ROA (%)	ROE (%)	0.28759212901552855	3.8651799694814845E-2	8.8114733661124791E-3	1.5551947303113194	0.93491307135575474	0.28051958835170004	-3.1872476184101912	4.8896807641298379E-3	3.3593638319021546E-3	1.8097079676731617E-2	0.15009283327144449	1.839068876908349E-2	547055	0	0.86560202524621999	1.0387030026570106E-2	1.9210071426241804E-2	2022	Gross Margin (%)	Operating Margin (%)	Net Margin (%)	Current Ratio	Quick Ratio	Cash Ratio	Inventory Turnover (times)	Days Inventory Outstanding (days)	Receivables Turnover (times)	Days Sales Outstanding (days)	Payables Turnover (times)	Days Payable Outstanding (days)	Cash Conversion Cycle (days)	Debt to Equity (times)	Interest Coverage (times)	ROA (%)	ROE (%)	0.28059275800505207	2.6804188292605634E-2	7.4988346405626153E-4	1.5615804280441441	0.9140123710578224	0.30830634767384385	-2.7853917435315769	5.8129349747575287E-3	3.7254652686038348E-3	1.491622394769105E-2	0.15917499803196095	1.6898930506041947E-2	487536	0	0.9044729861056392	8.0727859838980649E-4	1.5163595448685946E-3	2023	Gross Margin (%)	Operating Margin (%)	Net Margin (%)	Current Ratio	Quick Ratio	Cash Ratio	Inventory Turnover (times)	Days Inventory Outstanding (days)	Receivables Turnover (times)	Days Sales Outstanding (days)	Payables Turnover (times)	Days Payable Outstanding (days)	Cash Conversion Cycle (days)	Debt to Equity (times)	Interest Coverage (times)	ROA (%)	ROE (%)	0.23203324002216635	-0.20287686969178775	-0.23364577114901167	1.6062935934668752	1.0585176359619728	0.26529029215379651	-3.6579361752744326	8.1803715905780054E-3	4.8114313711033474E-3	1.4398990098228728E-2	0.15737067288992609	1.952602578505323E-2	357905	0.36074858409258803	1.8743439934399344	-0.27604869166441864	-0.54906103286384977	2024	Gross Margin (%)	Operating Margin (%)	Net Margin (%)	Current Ratio	Quick Ratio	Cash Ratio	Inventory Turnover (times)	Days Inventory Outstanding (days)	Receivables Turnover (times)	Days Sales Outstanding (days)	Payables Turnover (times)	Days Payable Outstanding (days)	Cash Conversion Cycle (days)	Debt to Equity (times)	Interest Coverage (times)	ROA (%)	ROE (%)	0.28868083640811487	-3.8738448993235905E-2	-6.0851551994408414E-2	1.5319506478574272	1.0306271360974408	0.16920102848551086	-3.5396005292672168	1.0670330634080743E-2	5.125620759777046E-3	1.5184291538397537E-2	0.15618489080947603	2.548526742075129E-2	358425	0.45290772686003727	1.1341912732249066	-7.4311745022483097E-2	-0.1569445805166389	
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