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[bookmark: _Toc216380876]1. Introduction
This report includes an in-depth analysis of the financial performance of General Electronics and gives three investment projects that were proposed, which are under the limitations of capital rationing. The initial part discusses some of the most important financial ratios, like profitability, liquidity, efficiency, gearing, and cash flow, to determine the current financial status of the company and the areas of concern. This is followed by the investment appraisal that involves the use of certain measures like Payback Period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI), and Internal Rate of Return (IRR) in the evaluation and comparison of three possible investing opportunities (Thomas and Rabiyathul Basariya, 2019). A recommendation is made and in defence of the choice of Project C as the most financially viable and strategic fit to grow General Electronics long-term and stay afloat.

[bookmark: _Toc210855226][bookmark: _Toc216380877]2. Financial analysis of General Electronics
[bookmark: _Toc216380878]2.1 Financial Ratio Analysis
General Electronics is an international enterprise dealing with consumer electronics operations in the global market, and its financial ratios over the last five years have shown that the company has been struggling with considerable financial difficulties in recent years. This interpretation is done by breaking down the profitability, liquidity, efficiency, gearing, investment, and cash flow ratios of the company to establish the problems that lie behind the poor performance of the company.
Profitability Ratios

[bookmark: _Toc216380445]Figure 1: Profitability
	Gross Profit Margin

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

	Gross Profit
	Gross Profit/ Revenue
	113,994
	97,560
	152,292
	173,016
	176,256

	Revenue
	
	394,879
	420,457
	542,751
	601,602
	614,680

	Gross Profit Margin
	
	28.87%
	23.20%
	28.06%
	28.76%
	28.67%

	
	
	
	
	
	
	

	Return On Asset

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

	Net Profit
	(Net Profit ÷ Total Assets) *100
	-24,029
	-98,238
	407
	5,301
	38,572

	Total Asset
	
	323,354
	355,872
	504,163
	510,348
	510,290

	Return On Asset
	
	-7.43%
	-27.60%
	0.08%
	1.04%
	7.56%


[bookmark: _Toc216380437]Table 1: Profitability Calculation
Gross Profit Margin: Gross Profit Margin has experienced a minor change over the years, with the company recording a decrease of 0.27 points comparing 2020 and 2024, with 28.67 and 28.87, respectively. This is an increment of 3% in 2024 compared to a fall to 23.20% in 2023. Although the margin remains healthy, the loss and volatility over the last few years mean that there is a problem with ensuring effective cost control or price power, particularly when it comes to market competition or increasing costs (Thomas and Rabiyathul Basariya, 2019).
Return on Assets: The ROA has been observing a drastic decline, taking a positive value of 7.56 in 2020 and reporting a negative -7.43 within 2024. This fall is a pointer to a significant decrease in the capacity of the company to generate revenue from its assets. Although total assets have been high, losses have been significantly posted both in 2023 and 2024, dragging the return, and this indicates that the assets have not been put to very good use to push the profitability.
Liquidity Ratios

[bookmark: _Toc216380446]Figure 2: Liquidity
	Current ratio

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

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

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

	Current Ratio
	
	1.53
	1.61
	1.56
	1.56
	1.82

	
	
	
	
	
	
	

	Quick ratio

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

	Quick Assets 
	Quick  Assets/ Current Liability 
	163,139
	170,578
	197,859
	202,677
	206,413

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

	Quick Ratio
	
	1.03
	1.06
	0.91
	0.93
	1.15


[bookmark: _Toc216380438]Table 2: Liquidity Calculation
Current Ratio: The Current Ratio has continued to decline gradually from 1.82 in 2020 to 1.53 in 2024. Whereas still above the mark of 1.0, this fall assures of increasing the fear over the liquidity of the company in the short run (Supriyanto and Darmawan, 2018). The decreasing ratio can represent the stricter rules of working capital management or the increase in current liabilities, which means that the company is at risk of failing to provide the short-term commitments.
Quick Ratio: The Quick Ratio has decreased greatly compared from 1.15 in 2020 to 1.03 in 2024. Although this is not at its critical level of 1.0, it is still a worrying trend. The Quick Ratio does not take into consideration inventory, and a decrease will indicate the possibility of the company experiencing problems in ensuring liquidity without liquidating its inventory, which might be an indication of inefficiencies in the handling of receivables or increasing unsold inventory.
Efficiency Ratios

[bookmark: _Toc216380447]Figure 3: Efficiency
	Inventory turnover

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

	Cost of Goods Sold 
	Cost of Goods Sold/Average Inventory 
	280,885
	322,897
	390,459
	428,586
	438,424

	Average Inventory 
	
	83814
	114227
	137325
	127449.5
	120,430

	Inventory turnover
	
	3.35
	2.83
	2.84
	3.36
	3.64

	 
	 
	 
	 
	
	
	

	Receivable turnover

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

	Net Sales
	Net Sales/ Average Accounts Receivable
	394,879
	420,457
	542,751
	601,602
	614,680

	Average Accounts Receivable
	
	113389
	112471
	120780.5
	129324
	129,433

	Receivable turnover
	
	3.48
	3.74
	4.49
	4.65
	4.75


[bookmark: _Toc216380439]Table 3: Efficiency Calculation
Inventory Turnover: The Inventory Turnover ratio of the company has been varying, with the largest value experiencing a decline in 2020, with 3.64 and 3.35 in 2024, respectively. This slowdown is an indication that the inventory is becoming slower, so a cumulative excess capacity of inventory is possible, or the demand for goods may be reduced (Supriyanto and Darmawan, 2018). The result of such inefficiency in inventory management is that capital is tied up, and holding costs are increased and which can cause a serious financial burden.
Receivable Turnover: The Receivable Turnover ratio has been decreasing consistently at the rate of 4.75 to 3.48 between the years 2020 and 2024, respectively, and it is an indication of the rising average collection period of the receivables. Reduced collection period may put strain on the cash flow, which may warn of problems in customer payment patterns, credit policies, or inefficiencies in the accounts receivable department.
Gearing Ratios

[bookmark: _Toc216380448]Figure 4: Gearing
	Debt-Equity Ratio

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

	Total Debt
	Total Debt/ Total Equity
	170,249
	176,952
	235,757
	234,399
	196,989

	Total Equity
	
	153,105
	178,920
	268,406
	275,949
	313,301

	Debt-Equity Ratio
	
	1.11
	0.99
	0.88
	0.85
	0.63

	
	
	
	
	
	
	

	Interest Coverage Ratio

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

	EBIT
	EBIT/ Interest Expense
	-15,297
	-85,301
	14,548
	23,253
	37,267

	Interest Expense
	
	3,361
	4,332
	2,200
	566
	1,422

	Interest Coverage Ratio
	
	-4.55
	-19.69
	6.61
	41.08
	26.21

	
	
	
	
	
	
	


[bookmark: _Toc216380440]Table 4: Gearing Calculation
Debt-Equity Ratio: The Debt-Equity ratio has drastically increased to 1.11 in 2024 compared to 0.63 in the year 2020. This growth implies that General Electronics is increasingly depending on debt to fund its operations, which is a concern as to the sustainability of its capital structure (Dicu et al., 2019). There may be a bigger risk of financial risk that may arise as the debt load increases in case the profits are not made.
Interest Coverage Ratio: The Interest Coverage Ratio has also revealed a drastic decrease of 26.21 in 2020 to -4.55 in 2024, which means that the earnings before interest and tax (EBIT) portion of the company is not enough to meet the interests. This low ratio sends out one of the biggest of red flags, i.e. General Electronics is not making adequate operational profit to service its interests, nor is it likely to service its debt. 
Investment Ratios

[bookmark: _Toc216380449]Figure 5: Investment
	Earnings Per Share

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

	Net Profit
	Net Profit/ Num of Shares
	-24,029
	-98,238
	407
	5,301
	38,572

	Num of Shares
	
	12,959
	12,855
	12,703
	13,465
	13,893

	Earnings Per Share
	
	-1.85
	-7.64
	0.03
	0.39
	2.78

	
	
	
	
	
	
	

	Return On Equity

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

	Net Profit
	(Net Profit ÷ Shareholders’ Equity)*100
	-24,029
	-98,238
	407
	5,301
	38,572

	Shareholders’ Equity
	
	153,105
	178,920
	268,406
	275,949
	313,301

	Return On Equity
	
	-15.69%
	-54.91%
	0.15%
	1.92%
	12.31%


[bookmark: _Toc216380441]Table 5: Investment Calculation
Earnings Per Share: EPS has shown a decreasing trend, where it was 2.78 in 2020 and -1.85 in 2024. This negative EPS shows that the company ceased to make a profit for the stockholders and is in a state of high losses. Negative EPS is a big threat to investors, which may result in discouragement of future investment or weakening of stock prices.
Return on Equity: There has also been a sharp decrease in ROE, which was 12.31 in 2020, but this year, it has been negative at -15.69. A negative ROE implies that the business is losing shareholders' wealth, as it cannot make a profit from its invested capital (Dicu et al., 2019). This is a blow to the management for its failure to provide returns to the investors and poses a risk to the shareholders.
Cash Flow Ratios

[bookmark: _Toc216380450]Figure 6: Cash Flow
	Operating Cash Flow Ratio

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

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

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

	Operating Cash Flow Ratio
	
	0.09
	0.16
	0.05
	0.19
	0.41

	
	
	
	
	
	
	

	Cash Flow to Debt Ratio

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

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

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

	Cash Flow to Debt Ratio
	
	0.09
	0.14
	0.05
	0.17
	0.37


[bookmark: _Toc216380442]Table 6: Cash Flow Calculation
Operating Cash Flow Ratio: The Operating Cash Flow Ratio has decreased greatly by a factor of 0.41 in 2020 to 0.09 in 2024. This ratio of less than 1.0 is alarming because it means that this company is not making enough cash flow to meet its existing commitments (Nalurita, 2017). This decay indicates the possibility of cash flow issues, thus making it hard to finance the operations or invest in expansion initiatives.
Cash Flow to Debt Ratio: The value of Cash Flow to Debt Ratio has gone down to 0.09 in 2024 compared to 0.37 in 2020, which points to the fact that the cash flow of the company is slowly becoming too little to pay its debts (Lalithchandra and Rajendhiran, 2021). A decreasing ratio indicates that the firm is increasingly relying on external debt to finance its debt obligations to an increased level, which increases its financial susceptibility.
[bookmark: _Toc216380879]2.2 Trends Analysis
Trends
· Reduced Profitability: General Electronics has been reporting reduced profitability, with such key indicators as Gross Profit Margin and Return on Assets recording negative performances. Although the Gross Profit Margin increased a little in 2024, it is still unstable.
· Worsening Liquidity: Current ratio as well as Quick Ratio have decreased, meaning that there is a declining capacity to fulfil the short-term obligations (Lalithchandra and Rajendhiran, 2021). This implies the liquidity problems, and this might be a burden to operations.
· Rising Debt Load: The Debt-Equity ratio of the company has increased drastically, which indicates that the company uses more debt. This, together with a falling Interest Coverage Ratio, is an indicator of increasing financial stress.
Strengths
· Revenue Generation: Despite this, General Electronics continues to bring in high revenue, and the Gross Profit Margin remains relatively high, and this may be used in recovery in case the effects of the cost are managed (Soboleva et al., 2018).
· Inventory Management Efficiency: The company has performed at an average Inventory Turnover with its Inventory, in comparison with the industry, although that can be improved.
Threats
· Negative Earnings and Cash Flow: The low cash flow ratios and the Negative Earnings Per Share (EPS) are important concerns that highlight that the company is not in great health, and it is unable to reinvest in its business (Nalurita, 2017).
· Great Debt Risk: The growing debt has combined with negative interest coverage, which could cause financial insolvency unless resolved, particularly when it faces continued losses.
[bookmark: _Toc216380880]2.3 Corporate Failure Prediction Model Analysis
The Altman Z-Score model predicts bankruptcy risk using key financial ratios.
For a publicly listed manufacturing/industrial firm:
Z=1.2X1​+1.4X2​+3.3X3​+0.6X4​+1.0X5​ 
Where:
[image: ]
	Year
	X₁ = WC/TA
	X₂ = RE/TA
	X₃ = EBIT/TA
	X₄ = E/TD
	X₅ = Sales/TA
	Z-Score
	Component
	Formula

	2020
	0.29
	0.64
	0.07
	1.59
	1.2
	3.64
	X₁
	(Current Assets – Current Liabilities) / Total Assets

	2021
	0.24
	0.65
	0.05
	1.18
	1.18
	3.22
	X₂
	Retained Earnings / Total Assets

	2022
	0.24
	0.66
	0.03
	1.14
	1.08
	3.06
	X₃
	EBIT / Total Assets

	2023
	0.27
	0.65
	-0.24
	1.01
	1.18
	2.24
	X₄
	Equity / Total Liabilities

	2024
	0.26
	0.64
	-0.05
	0.9
	1.22
	2.82
	X₅
	Sales / Total Assets


[bookmark: _Toc216380443]Table 7: Altman Z Score Calculation
The Altman Z-Score is one of the models of corporate failure which determines the possible chance of the corporation going bankrupt (Altman et al., 2017). It is a combination of financial ratios which are used to determine the financial health of a business. A score that is below 1.8, by and large, indicates high risks of bankruptcy, whereas a score that is greater than 3 only indicates that they are financially stable.
In the case of General Electronics, the Z-score has been decreasing since 2020, when it went down to 2.82. The Z-score of 2024 remains above the critical value of 1.8, and it would indicate that the company is not on the brink of bankruptcy. Nonetheless, the decrease in the score over the years is an indicator of increasing financial distress. The rating indicates that the company is becoming less financially stable, as a 2.82 score in 2024 indicates that the risk of default is used up, but not at present (Altman et al., 2017). This downward trend shows the necessity of a detailed financial restructuring plan to prevent additional degradation and to improve its rating among the default risk.
[bookmark: _Toc216380881]3. General Electric Working Capital Management Analysis
The daily operations of any business can hardly pass without working capital management. It deals with the appropriate management of the short-term and long-term assets and liabilities of a company so that adequate liquidity can be available to cover the operating requirements of the company. In this analysis, we evaluate the cash operating cycle of General Electronics as well as our recommendation of liquidity improvement strategies by conducting working capital reforms, and short-term versus long-term financing judgment based on the data available.
[bookmark: _Toc216380882]3.1 Cash Operating Cycle Evaluation
The Cash Operating Cycle (COC) is an important indicator that comprises the duration during which a company can utilise its investment in inventory and accounts receivable to get funds. It is calculated as:
Cash Operating Cycle = Inventory Days + Receivables Days−Payables Days
The Inventory Turnover ratio provides information on how the company utilises the range of events regarding the company selling and replacing its inventory yearly. The Inventory Turnover ratio of General Electronics has decreased, but it is still high in the year 2024 at 3.35 compared to 3.64 in 2020. It is an indication that the company is moving at a lower rate of inventory, which will result in stock holding in their possession that can be utilised more effectively (Singh et al., 2017). The company is also improving in the Receivable Turnover ratio, which was at 4.75 in 2020 but is now at 3.48 in 2024, which shows that the company is making efforts to collect higher payments.
Both these ratios indicate that the working capital is being mismanaged, and in effect, this raises the operating cycle of the cash. A longer cycle would indicate that General Electronics is taking a longer time to liquidate investments, and as such, it might face the problem of liquidity. The company is failing to achieve efficient conversion of its current assets into cash or revenue, and this puts pressure on its ability to settle short-term liabilities.
[bookmark: _Toc216380883]3.2 Plan to Enhance Liquidity using Reforms to the Working Capital.
Since the liquidity is in its present condition, General Electronics can implement some strategies to better manage its working capital and to improve its liquidity position:
Inventory Management Optimisation: The decreasing Inventory Turnover ratio implies that there is slowness in the movement of inventory. Too much inventory is a waste of cash, more storage is required, and there is a risk of potentially obsolete products. General Electronics should:
· Introduce Just-in-Time (JIT) inventory systems: Just-in-time containers can be employed to curb the wasteful inventory through synchronisation of production and demand, lower quantities of stock and lower storage expenditure (Singh et al., 2017).
· Excel demand forecasting: The company should refine the accuracy of demand forecasts to enable the company to be in accordance with the real production and production to actual demand, thereby minimising the chances of overstocking.
Negotiating Better Payables Terms: Even though General Electronics is geared towards enhancement of its receivables, it must maintain its own Accounts Payable efficiently as well (Prasad et al., 2019). Prolonging the payment dates to suppliers will provide more time to the company to retain cash and improve liquidity. Key strategies include:
· Exchanging extended terms of payment: This would provide the company with extra space to clear its accounts payable, thus enhancing the cash operating cycle.
Cash Financial Investigations and Searching: Cash flow forecasting on a regular basis can assist General Electronics to be able to anticipate liquidity constraints and device how to finance its operations upfront (Boisjoly et al., 2020). The stringent management of cash flows, together with close attention to the working parts of the cash flows, will enable the firm to take corrective measures prior to the occurrence of cash flow problems.
[bookmark: _Toc216380884]3.3 Short-Term vs Long-Term Financing Comparison
General Electronics is already experiencing liquidity due to the deteriorating Operating Cash Flow Ratio and Cash Flow to Debt Ratio, both of which have been decreasing, and are low (Boisjoly et al., 2020). The company needs to give serious consideration to its financing methods so that it meets its financial requirements.
Short-Term Financing
Short-term financing products are generally utilised to deal with urgent needs of working capital. They are good in businesses that have short-term liquidity issues or cash flow overmatches. Some of the critical short-term options are:
Lines of Credit (LoC): This is another versatile element of financing, which enables General Electronics to borrow in accordance with the requirement and offset short-term fluctuations in working capital (Prasad et al., 2019). A LoC would act as a safety net, as the liquidity ratios would be reduced, meaning that the company would simply be able to fulfil the short-term liabilities without the necessity of selling its long-term assets.
Trade Credit: This is also a way available so that the company can be able to pay at the end of the day while in the meantime to save its cash. Although this may enhance liquidity, it is important to balance it with supplier relations to prevent the latter straining of the partnership (Nguyen et al., 2020).
Short-Term Loans: In the case the firm requires urgent finances, it may think of a short-term loan, but this comes at the cost of interest (AGUILAR et al., 2019). This alternative may be feasible in case liquidity problems in the company are short-term.
Long-Term Financing
Equity Financing: Issuing new stock will allow the company to capitalise without resorting to debt. Nevertheless, equity financing will dilute the ownership of the existing shareholders and their profits.
Long-Term Debt: It can look to issue long-term bonds or borrow at good credit in the long term (Mustafina et al., 2020). This would enable General Electronics to get capital tied up in expansion or restructuring initiatives and diversify the repayment of the said capital. 
[bookmark: _Toc216380885]4. Strategic Financial Restructuring Plan for General Electronics
General Electronics, which is facing a problem of poor profitability, debt and lack of liquidity, needs to act fast and decisively to regain stability in its finances. An effective financial restructuring strategy is vital in trying to resolve such problems, as well as placing the company in a long-term survival situation. This section will describe the suggested financial structural matter choices and assess their effects on the shareholder value and debt structure, operational flexibility, and the international and ethical ramifications in general.
[bookmark: _Toc216380886]4.1 Recommended Financial Restructuring Options
Equity Injection: Equity injection is a capital-raising method that entails the issue of new shares or the introduction of new investors. Since the debt position of General Electronics is on the rise and only low liquidity ratios show the current situation, infusion of equity might give a great cash inflow into the company to stabilise operations, deleverage the company and invest it in growth (Mavlutova et al., 2021).
Pros
· Debt Reduction: A new issue will enable the company to raise new funds without the need to incur new debts (Zaramella, 2023). This would reduce the Debt-Equity Ratio, financial leverage and interest.
· Enhanced Liquidity: The equity injection would increase the liquidity of the company, and they could invest back in areas that will carry significant value to the company, such as research and development, marketing or supply chain optimisation.
Cons
· Dilution of Control: More share issues will dilute the present shareholders' holdings in the company. This might spell dissatisfaction among the present investors as well as an adverse short-term impact on the stock prices (Mavlutova et al., 2021).
· Market Reaction: Depending on the existing market conditions of the company, the equity capital issuance can be perceived as a signal of financial distress, and this might culminate in negative effects on shareholder confidence.
Divestiture the Non-Core Assets: Sale of non-core assets is a strategic mechanism of raising cash and concentrating on the core capabilities of the company (Aleksandrova et al., 2021). General Electronics can also consider selling unproductive or non-strategic business units, product lines or subsidiaries with resource and capital-consuming activities.
Pros
· Better Focus and Efficiency: Shedding off non-core assets enables the company to streamline its operations and focus on the areas with the most profitable segments and possibly enhance margins and operational efficiency.
· Capital Generation: The sale of unnecessary assets might bring about high amounts of capital that may be utilised in debt reduction or better investments in areas that generate high returns (Zaramella, 2023).
Cons
· Revenue Streams: Standing to forgo some of the units, hence resulting in decreased total revenue, even in these cases, they are performing poorly (Flickinger and Zschoche, 2018). The company will have to determine whether the sale of these assets would result in a net positive outcome in the long run.
· Employee and Brand Impact: On important segments of the company, emissions can result in employee layoffs or a diminished brand equity.
Merger or Acquisition: Amalgamation or acquisition of another company, in some instances, may offer a major opportunity to consolidate the position of General Electronics (Pham et al., 2021). It may include the merger of a rival to bring about market competition minimisation and resulting synergies, or the acquisition of a complementary company to venture into new markets or product lines.
Pros
· Market Expansion: This may be a merger or acquisition which gives access to new markets, new technologies or access to new parts of the population (Potharla, 2025).
· Synergies and cost savings: Mergers lead to economies of scale, which lead to savings on overhead and cost of operations.
Cons
· Integration Risks: Mergers and acquisitions are characterised by integration risks, such as differences in cultures, inefficiencies in operations, and loss of key talent.
· Cultural Clashes: If the corporate culture of the merger target is very different, it will cause a high turnover rate and difficulties in terms of adopting business strategies (Pham et al., 2021).
[bookmark: _Toc216380887]4.2 Effects on Shareholder Value, Debt Structure, and Operating Flexibility
Shareholder Value: The restructuring alternatives that this research has proposed, especially those involving equity injection and divestiture, will impact shareholder value will be mixed (Pendar et al., 2019). Although dilution of ownership would occur with an equity injection, the result, which will be a better financial performance of the company, less debt burden, would provide better long-term returns to shareholders (Flickinger and Zschoche, 2018). The sale of non-core assets would also unlock value creation through concentrating on other, more profitable portions of the business. Nonetheless, the loss of control and the possible decrease of stock prices in the short term can influence the attitude of investors, which should be regulated.
Debt Structure: The advised debt restructuring and equity injection alternatives would have a far-reaching effect on the debt structure of the company. Restructuring of the debt would minimise the financial risk through increasing the repayment plans and through a decline in interest rates (Potharla, 2025). An increase in equity injections would also lower the dependence of debt by the business, lower the Debt-Equity Ratio and reduce financial leverage. This would place General Electronics in a better financial position to tap capital markets in the future on more favourable terms.
Operational Flexibility: There will be an increase in operational flexibility after the restructuring. The company can sell the non-core assets, hence enabling it to concentrate on the best and strategic business units, which are likely to generate profits. Also, the enhanced liquidity due to equity infusion and lowered cost of servicing debts will offer the company increased freedom to invest in innovation, enhance operations and adapt to new market conditions (Wang, 2024). The restructuring of debt will relieve financial pressure on the daily operations of the company so that the company is not burdened by interest payments and the repayment of debts.
[bookmark: _Toc216380888]4.3 International and Ethical Issues
Taxation and Currency Risk: General Electronics has a presence in several international markets, and hence, it must take into consideration taxation implications and currency risk when undertaking the restructuring process (Charupat and Sarkar, 2025). Tax advantages may be realised on debt financing, whereby payment of interest is deductible. Nonetheless, overdependence on debt might put the company at risk of paying high taxes in case the debt levels are not properly administered. Also, currency risks due to changes in the exchange rate might include profits and asset values, especially when the company has many activities or assets overseas. One of the ways to reduce such a risk is through hedging.
Inflation: Another important factor to be considered in the process of restructuring is the inflation factor. The increasing inflation might lead to a high expense of raw materials, labour, and other inputs, which might be harmful to profit margins (Ritchken and Wu, 2021). General Electronics needs to factor in the inflationary pressure of its pricing strategy and supply-chain management. Another opportunity that the firm can investigate is hedging to cushion the effect of inflation on the operating expenses.
Corporate Social Responsibility: Due to growing societal attention to ethical corporate responsibilities, General Electronics must make sure that its restructuring initiatives do not contradict good Corporate Social Responsibility (CSR). That involves the environmental, social and governance (ESG) effects of the divestitures, mergers and acquisitions (Wang, 2024). As an example, the company needs to consider the social and environmental impacts of selling or transferring assets and, in the same regard, make sure that the restructuring process has no adverse effects on employees, communities, or the environment.
[bookmark: _Toc216380889]5. Investment Appraisal and Capital Budgeting
General Electronics is considering three investment projects and has their financial characteristics. This is aimed at selecting the most optimal investment under the capital rationing, whereby only £60 million is given the opportunity to invest. In this analysis, the three projects, namely project A, project B, and project C, will be compared in terms of Payback Period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI), and Internal Rate of Return (IRR). The financial performance (profitability and liquidity) as well as project risk characteristics (cash flow volatility) of the company are also going to be considered to make a final investment recommendation.

[bookmark: _Toc216380451]Figure 7: Investment Appraisal calculation
Detailed Calculation given in the appendix
	Project
	PBP
	ARR
	NPV
	PI
	IRR

	A
	3.4
	14.00%
	£1.324m
	1.033
	11.33%

	B
	5
	0.00%
	−£7.255m
	0.758
	0.00%

	C
	3.6
	20.00%
	£4.225m
	1.085
	12.72%


[bookmark: _Toc216380444]Table 8: Investment Appraisal
[bookmark: _Toc216380890]5.1 Final Investment Recommendation
Project C would have been the most important investment that General Electronics should focus on because of the capital rationing constraint of £60 million. It provides the best Net Present Value (NPV) of 4.225m, meaning that it generates the best value to the company. Also, Project C is the highest in respect of the Internal Rate of Return (IRR) of 12.72, which is significantly higher than the required rate of return of the company (10.0). The Profitability Index (PI) of 1.085 also shows how it is attractive to the initial investment.
Project A has a positive NPV and a decent IRR (11.33%); however, Project C is better than Project A since it has the highest financial statements, namely NPV, IRR, and ARR (20%). Given the capital limitations and considering the value-generating and profitable nature of Project C, it is the optimal initiative to grow within the timeframe and maximise its earnings. Hence, Project C is the most financially feasible and strategically viable investment opportunity.
[bookmark: _Toc216380891]5.2 Investment Recommendation Project C Justification
According to the current financial performance of General Electronics, the nature of the applicable projects, Project C will be the best option. This recommendation by looking at the profitability and liquidity of the company and risks of the projects, especially in terms of the volatility of the cash flows and sustainable growth potential.
Profitability Considerations
The trend recorded at General Electronics has been poor profitability, as indicated by the key financial ratios like the gross profit margin and the return on equity (ROE). It is crucial that the company selects the sort of investments that would bring good returns as well as boost profitability in the long term (Michelon et al., 2020).
Project C is the most lucrative project, and it has a Net Present Value (NPV) of the highest value of 4.225 million, which shows it is the one that will bring the maximum value to shareholders (Alles et al., 2020). It has the highest Internal Rate of Return (IRR) of 12.72% compared to the other two projects, whereas this is far higher than the required rate of return of the company is 10%. Also, have the Accounting Rate of Return (ARR) of Project C, which stands at 20, the highest amongst all the appended projects and which further ratifies the fact that it has a good potential of yielding good returns compared to the cost involved towards the initiation of the project (Bierman, 2020). Project A, in its turn, is a good suggestion with an IRR of 11.33, but not as good as Project C, and Project B is a disaster with a 0% IRR and an NPV of -7.255 million, which is not even profitable. Therefore, Project C offers the greatest opportunities in boosting profitability, which is badly needed by General Electronics to restore its health in terms of financial performance and shareholder trust.
Liquidity and Cash Flow Issues
Another important consideration in the decision-making process is liquidity, in view of the liquidity difficulties that General Electronics is currently facing, as indicated by its decreasing quick ratio and operating cash flow ratio (Bierman, 2020). The firm requires initiatives that would enhance its liquidity status in the short term, as well as guarantee its financial stability in the long term.
Project C is favourable in terms of the cash flow and the capital expenditure. It has the highest initial investment of the three projects (£50 million), but its cash inflows are quite good, especially in the later years. The cash inflows of Project C on a year-by-year basis are £5m, 10m, 20m, 25m and 15m and therefore have a very good potential of enhancing cash flow (Michelon et al., 2020). These inflows do not just serve the purpose of repaying the starting investment, but they also generate surplus cash to be reinvested in other strategic projects. By contrast, project A has moderate cash flows within the 5-year timeframe (£10m, 12m, 14m, 10m, 8m). It’s payback period is not that long (approximately 3.4 years), but its general cash flow is not as high as the returns in Project C, particularly in the years during which the project is considered. Project B, due to its stable cash flow of £6m per year, is not likely to give adequate liquidity to enhance the financial position of General Electronics with its negative NPV and zero IRR. Consequently, Project C is the most viable mix in terms of increasing liquidity, not only in the short term, but equally so in the long term in terms of profitability.
Project Risk Characteristics: Cash Flow Volatility
Since the company requires stability, it is of great importance to evaluate the volatility of each project in terms of cash flow. One major risk to bear is the possible uncertainty in future cash flows, especially in their capability to achieve financial requirements and remain profitable (Babu et al., 2019). Project C has more volatility of cash flow than Project A and Project B. The volatility is addressed by the diversified nature of the cash inflows, which rise in years 3 and 4. To be more specific, the project experiences huge inflows of £20m in year 3, 25m in year 4 and 15m in year 5 that offset the smaller 5m and 10m inflows in the first two years. This increases the cash flows slowly with time, forming a more balanced cash flow profile, and this assists the company in absorbing any shocks or market fluctuations that could occur outside the company (Nunden et al., 2022). Project C is in a good position to address the volatility that could possibly follow in the future, as the growth rate is projected to be insulated by increased cash flow in the later years. Contrary to that, there is a stable cash flow profile but with a lower amount as compared to Project A, which has an average annual cash inflow of between 10m and 14m (Lima et al., 2017). This can decrease the volatility of the cash flow, but in the process, it restricts the growth potential of the project and the capability to contribute to a high level of profitability. The cash flows of project B are most predictable and stable ( £6m annually).
Generally, though Project C is more volatile in the short term, long-term cash flow potential in the project is much more lucrative in profitability, as well as in terms of management of risk in total, making it the preferred choice of General Electronics.
Financial Flexibility and Efficiency in Capital
Capital efficiency available and the financial flexibility of a project are other important factors, particularly where there is a constraint on capital rationing. General Electronics has a constraint on funds (£60 million), and it is essential to choose the projects which will give the highest return on investment and flexibility (Babu et al., 2019).
Project C is the most profitable with its PI of 1.085 as compared to other projects. The PI ratio shows that the company will get a stronger payoff in terms of the amount of money the firm invests. This productivity enables General Electronics to divide the capital at its disposal to the maximum. Also, the NPV of 4.225m will give a greater financial flexibility since it will generate extra value over and above the necessary investment. By contrast, Project A has the PI of 1.033, which is also positive and, however, not quite as good as Project C (Lima et al., 2017). It is not as efficient in terms of capital as Project C is however, the negative NPV and low PI of 0.758 give Project B the lowest capital efficiency, and value is not created but eliminated. As such, Project C has better capital efficiency and is able to make the most out of the available capital to drive the value of the shareholders and financial flexibility.


[bookmark: _Toc216380892]6. Conclusion
General Electronic financial analysis shows that the company is facing serious challenges, especially in profitability, liquidity and debt management. The appraisal of the investments notwithstanding, Project C presents the best returns, as it has the highest NPV, IRR and ARR compared to the other projects considered in the study. The prospects of its cash flow, though somewhat volatile, give it the best chance of creating both short and long-term liquidity and profitability. Also, Project C is more capital efficient and complies with the strategic vision of restoring the financial stability and achieving growth of the company. Thus, Project C is the best investment in the capital rationing limit of £60 million, specifically because it offers the highest prospects of value addition and sustainable development to General Electronics.
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[bookmark: _Toc216380895]8.1 Ratio tables and Graphs
	Gross Profit Margin

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

	Gross Profit
	Gross Profit/ Revenue
	113,994
	97,560
	152,292
	173,016
	176,256

	Revenue
	
	394,879
	420,457
	542,751
	601,602
	614,680

	Gross Profit Margin
	
	28.87%
	23.20%
	28.06%
	28.76%
	28.67%

	
	
	
	
	
	
	

	Return On Asset

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

	Net Profit
	(Net Profit ÷ Total Assets)*100
	-24,029
	-98,238
	407
	5,301
	38,572

	Total Asset
	
	323,354
	355,872
	504,163
	510,348
	510,290

	Return On Asset
	
	-7.43%
	-27.60%
	0.08%
	1.04%
	7.56%

	
	
	
	
	
	
	

	Current ratio

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

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

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

	Current Ratio
	
	1.53
	1.61
	1.56
	1.56
	1.82

	
	
	
	
	
	
	

	Quick ratio

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

	Quick Assets 
	Quick  Assets/ Current Liability 
	163,139
	170,578
	197,859
	202,677
	206,413

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

	Quick Ratio
	
	1.03
	1.06
	0.91
	0.93
	1.15

	
	
	
	
	
	
	

	Inventory turnover

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

	Cost of Goods Sold 
	Cost of Goods Sold/Average Inventory 
	280,885
	322,897
	390,459
	428,586
	438,424

	Average Inventory 
	
	83814
	114227
	137325
	127449.5
	120,430

	Inventory turnover
	
	3.35
	2.83
	2.84
	3.36
	3.64

	 
	 
	 
	 
	
	
	

	Receivable turnover

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

	Net Sales
	Net Sales/ Average Accounts Receivable
	394,879
	420,457
	542,751
	601,602
	614,680

	Average Accounts Receivable
	
	113389
	112471
	120780.5
	129324
	129,433

	Receivable turnover
	
	3.48
	3.74
	4.49
	4.65
	4.75

	
	
	
	
	
	
	

	Debt-Equity Ratio

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

	Total Debt
	Total Debt/ Total Equity
	170,249
	176,952
	235,757
	234,399
	196,989

	Total Equity
	
	153,105
	178,920
	268,406
	275,949
	313,301

	Debt-Equity Ratio
	
	1.11
	0.99
	0.88
	0.85
	0.63

	
	
	
	
	
	
	

	Interest Coverage Ratio

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

	EBIT
	EBIT/ Interest Expense
	-15,297
	-85,301
	14,548
	23,253
	37,267

	Interest Expense
	
	3,361
	4,332
	2,200
	566
	1,422

	Interest Coverage Ratio
	
	-4.55
	-19.69
	6.61
	41.08
	26.21

	
	
	
	
	
	
	

	Earnings Per Share

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

	Net Profit
	Net Profit/ Num of Shares
	-24,029
	-98,238
	407
	5,301
	38,572

	Num of Shares
	
	12,959
	12,855
	12,703
	13,465
	13,893

	Earnings Per Share
	
	-1.85
	-7.64
	0.03
	0.39
	2.78

	
	
	
	
	
	
	

	Return On Equity

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

	Net Profit
	(Net Profit ÷ Shareholders’ Equity)*100
	-24,029
	-98,238
	407
	5,301
	38,572

	Shareholders’ Equity
	
	153,105
	178,920
	268,406
	275,949
	313,301

	Return On Equity
	
	-15.69%
	-54.91%
	0.15%
	1.92%
	12.31%

	
	
	
	
	
	
	

	Operating Cash Flow Ratio

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

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

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

	Operating Cash Flow Ratio
	
	0.09
	0.16
	0.05
	0.19
	0.41

	
	
	
	
	
	
	

	Cash Flow to Debt Ratio

	Particulars
	Formula
	2024 (£m)
	2023 (£m)
	2022 (£m)
	2021 (£m)
	2020 (£m)

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

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

	Cash Flow to Debt Ratio
	
	0.09
	0.14
	0.05
	0.17
	0.37



[bookmark: _Toc216380896]8.2 Investment appraisal calculations
	Project A
	 
	 
	 

	Year
	Net Cash Flow
	PV Factor = 1/(1+0.10)^t
	PV of Inflow

	0
	-40
	1
	-40

	1
	10
	0.9091
	9.09

	2
	12
	0.8264
	9.92

	3
	14
	0.7513
	10.52

	4
	10
	0.683
	6.83

	5
	8
	0.6209
	4.97

	Totals
	 
	 
	PV inflows = 41.33

	 
	 
	 
	NPV = 41.33 − 40.00 = £1.324m

	 
	 
	 
	PI = 41.33 / 40.00 = 1.033

	Project B
	 
	 
	 

	Year
	Net Cash Flow
	PV Factor
	PV of Inflow

	0
	-30
	1
	-30

	1
	6
	0.9091
	5.45

	2
	6
	0.8264
	4.96

	3
	6
	0.7513
	4.51

	4
	6
	0.683
	4.1

	5
	6
	0.6209
	3.73

	Totals
	 
	 
	PV inflows = 22.74

	 
	 
	 
	NPV = 22.74 − 30.00 = −£7.255m

	 
	 
	 
	PI = 22.74 / 30.00 = 0.758

	Project C
	 
	 
	 

	Year
	Net Cash Flow
	PV Factor
	PV of Inflow

	0
	-50
	1
	-50

	1
	5
	0.9091
	4.55

	2
	10
	0.8264
	8.26

	3
	20
	0.7513
	15.03

	4
	25
	0.683
	17.07

	5
	15
	0.6209
	9.31

	Totals
	 
	 
	PV inflows = 54.22

	 
	 
	 
	NPV = 54.22 − 50.00 = £4.225m

	 
	 
	 
	PI = 54.22 / 50.00 = 1.085



	Payback Period Calculation
	 
	 
	 
	 
	 
	 

	Project
	Initial Outlay (£m)
	Year When Cumulative Turns Positive
	Shortfall Just Before That Year (£m)
	Cash Inflow in That Year (£m)
	Fraction of Year to Recover Shortfall
	Payback Period (Years)

	A
	40
	Year 4
	4
	10
	4/10 = 0.40
	3.4

	B
	30
	Year 5 (end)
	6
	6
	6/6 = 1.00
	5

	C
	50
	Year 4
	15
	25
	15/25 = 0.60
	3.6

	 
	 
	 
	 
	 
	 
	 

	ARR Calculation
	 
	 
	 
	 
	 
	 

	Project
	Initial (£m)
	Depreciation p.a.
	Profits by Year (CF − Dep) (£m)
	Avg Profit (£m)
	Avg Investment (£m)
	ARR

	A
	40
	8
	2, 4, 6, 2, 0
	2.8
	20
	14.00%

	B
	30
	6
	0, 0, 0, 0, 0
	0
	15
	0.00%

	C
	50
	10
	−5, 0, 10, 15, 5
	5
	25
	20.00%



	IRR Calculation
	 
	 

	Project
	Cash Flow Series (Year 0–5)
	IRR%

	A
	{-40, 10, 12, 14, 10, 8}
	11.33%

	B
	{-30, 6, 6, 6, 6, 6}
	0.00%

	C
	{-50, 5, 10, 20, 25, 15}
	12.72%



Profitability


Profitability	2024	2023	2022	0	0.28868083640811487	0.23203324002216635	0.28059275800505207	
Profitability	2024	2023	2022	0	-7.4311745022483097E-2	-0.27604869166441864	8.0727859838980649E-4	



Liquidity


Liquidity	2024	2023	2022	0	1.5319506478574272	1.6062935934668752	1.5615804280441441	
Liquidity	2024	2023	2022	0	1.0306271360974408	1.0585176359619728	0.9140123710578224	



Efficiency


Efficiency	2024	2023	2022	0	3.3512897606605101	2.8268010190235233	2.8433205898416167	
Efficiency	2024	2023	2022	0	3.4825159406997153	3.738359221488206	4.4936972441743492	



Gearing


Gearing	2024	2023	2022	0	1.1119754416903431	0.98900067069081155	0.87835964918817011	
Gearing	2024	2023	2022	0	-4.5513240107110979	-19.690904893813482	6.6127272727272723	



Investment

Investment	2024	2023	2022	0	-1.8542325796743575	-7.6420070011668608	3.2039675667165236E-2	Investment	2024	2023	2022	0	-0.1569445805166389	-0.54906103286384977	1.5163595448685946E-3	



Cash Flow


Cash Flow Ratios	2024	2023	2022	0	9.3637667334213567E-2	0.15631593317943754	5.0472807232310728E-2	
Cash Flow Ratios	2024	2023	2022	0	8.7060716949879297E-2	0.14235498892354989	4.6344329118541548E-2	



Investment Appraisal

A	
PBP	ARR	NPV	PI	IRR	3.4	0.14000000000000001	0	1.0329999999999999	0.1133	B	
PBP	ARR	NPV	PI	IRR	5	0	0	0.75800000000000001	0	C	
PBP	ARR	NPV	PI	IRR	3.6	0.2	0	1.085	0.12720000000000001	
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X1 =Working Capital / Total Assets

X, = Retained Earnings / Total Assets

X3 = EBIT/ Total Assets

X, = Market Value of Equity / Total Liabilities

X;s = Sales / Total Assets
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