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[bookmark: _Toc217212291]1. Financial Health Check
[bookmark: _Toc217212292]1.1 Purpose and approach
The financial statement analysis and ratio analysis are a systematic approach for the performance, liquidity and risk assessment of the company by converting accounting numbers into comparable indicators from time to time (Panchenko et al., 2024; Sidlauskiene et al., 2018). The review will evaluate the profitability, liquidity, efficiency, gearing/solvency, investment, and cash-flow ratios values of the 2020-2024 consolidated financial statements of General Electronics company and, after that, use the Altman Z-score corporate failure predictive model to estimate the risk of default (Toncheva, 2025; Braunsberger et al., 2025).
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[bookmark: _Toc217212344]Figure 1: Financial Ratios to Check Financial Health

[bookmark: _Toc217212293]1.2 Statement-level trend overview
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[bookmark: _Toc217212345]Figure 2: Financial Statements Benefits

[bookmark: _Toc217212294]1.2.1 Income statement performance
Sales showed a significant reduction from 2020 to 2024, therefore reflecting a less favorable demand environment and/or a more stressful pressure environment on market share. Gross margin has also been relatively resilient as it quickly touched an elevated level again in 2024, implying that the cost of sales was well controlled as compared to the revenue. The operating performance is observed to have crumpled in 2023, as the operating expenses increased sharply and led to an operating loss that was subsequently followed by fewer, but still negative operating result in 2024. The fact that the net losses persist in 20232024 suggests that there is a mismatch in the cost base and revenue scale thus fanning the volatility of earnings and undermining the ability of the firm to self-finance investment (West, 2021; Toncheva, 2025).
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[bookmark: _Toc217212346]Figure 3: Income Statement Performance Purpose

[bookmark: _Toc217212295]1.2.2 Balance sheet movement
Total assets have significantly declined by 2024 which may be due to a contraction in the business, impairment costs, or disposal of assets, whereas equity has experienced a material decline over the same period. The erosion of the equity base is significant as it reduces the loss absorption capacity of the company and increases the sensitivity to leverage in times of recession as highlighted by Mensah et al. (2025). Although total liabilities also fell from 2022 onwards, the fall in equity was proportionately higher, which weakens gearing ratios and increases perceived credit risk.
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[bookmark: _Toc217212347]Figure 4: Balance Sheet Uses

[bookmark: _Toc217212296]1.2.3 Cash flow quality
Cash flow operations were also positive in all the fiscal years, even when the company was experiencing a loss and this is an indicator of an earnings-cash difference due to the non-cash item and working capital changes. However, operating cash flow size decreased considerably compared to 2020, and the cash balances reduced significantly to 2024. In this case, the capacity to continue operations is becoming more interdependent on short-term credit facilities and supplier finance, thus escalating the liquidity risk (Ginting et al., 2025; Gandhi, 2025).
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[bookmark: _Toc217212348]Figure 5: Cash Flow Quality Importance
[bookmark: _Toc217212297]1.3 Full ratio analysis
(Appendix 1 – Ratio Analysis Calculations)
[bookmark: _Toc217212298]1.3.1 Profitability ratios
There is a clear deterioration in the profitability. Gross profit margin is relatively static and improves in 2024 - this is a strength in the company because it suggests it still generates value from its core production and merchandising activities. The main weakness is in the level of gross profit as they have an operating margin and net margin which turned strongly negative in 2023 and were still negative in 2024. ROA and ROE became negative as well, and operation losses, combined with dumped equity, were both unfavorable. As a manager, these events point to the fact that the recovery of profitability will require a systematic structural restructuring of expenses (especially operating spending), and revenue growth measures, but not just efficiencies in the cost of sales (Panchenko et al., 2024; West, 2021).

[bookmark: _Toc217212349]Figure 6: Gross Profit, Operating Profit, Net Profit Margins


[bookmark: _Toc217212350]Figure 7: ROA and ROE

[bookmark: _Toc217212299]1.3.2 Liquidity ratios
Liquidity is mixed. The value of the current ratio is more than 1 throughout the period and this shows that the firm can meet its short menus of obligations in accounting circumstances. However, the cash ratio decreases significantly by 2024 indicating a shift in liquidity to the immediate period and the need for greater reliance on conversion of receivables and inventory or on short-term financing arrangements. When liquidity is seen to be constant yet cash balances fall, then the liquidity quality is questioned especially in cases of protracted accounts receivable or in situations when inventory becomes harder to liquidate at book value (Chamma et al., 2025; Yolanda et al., 2025). During a recession or a restrictive credit policy, such a structure can further stress short term financing.

[bookmark: _Toc217212351]Figure 8: Liquidity Ratios

[bookmark: _Toc217212300]1.3.3 Efficiency ratios and working capital discipline
Efficiency metrics are used to demonstrate a clear increase in working capital pressure. The material deterioration of receivables turnover in the 2023-2024 period points to a slowdown of the collecting process and a high level of capital tied up in customer credit, thus confirming the deterioration in operating performance experienced. Conversely, inventory turnover has improved following 2022, which signals more effective inventory management and attenuation of stock level risk in the future, thus constituting partial strength. Nevertheless, as inventory efficiency increases, it is usually accompanied by a reduction in receivables conversion rate, which increases the cash conversion cycle and may cause a constraint on available cash, especially when operating margins become negative (Asman et al., 2022; Eldomiaty et al., 2023). The empirical literature seems to continuously indicate that extended cash conversion times are associated with reduced profitability and increased risk in a wide range of industries, which confirms the paramount role of a well-maintained working capital regulation (Ishikawa et al., 2025; Michalski et al., 2025).

[bookmark: _Toc217212352]Figure 9: Efficiency Ratios

[bookmark: _Toc217212301]1.3.4 Gearing and solvency ratios
Solvency risk has increased. The debt-to-equity ratio goes up continuously, which is higher than 1 by 2024, while the equity ratio falls indicating that the firm is more leveraged and is funded less with equity than it was in 2020. Interest coverage is noticeably lower and turns negative in 2023-2024, due to negative EBIT. Negative interest coverage is a red-flagging indicator, which means that operating profit is not enough to cover the cost of financing without cash reserves, selling assets, or borrowing (Mensah et al., 2025).  This direction magnifies the default risk through reduced lender trust and reduced covenant headroom, however, where the headline liquidity ratios may already be satisfactory.

[bookmark: _Toc217212353]Figure 10: Debt, Equity Ratios

[bookmark: _Toc217212354]Figure 11: Debt to Equity Ratio and Interest Coverage Ratio

[bookmark: _Toc217212302]1.3.5 Investment and market indicators
The earnings per share (EPS) show a strong negative trend and remain in a negative state throughout 2021-2024, implying a decline in shareholder value and, as a result, a loss of market confidence. The shrinking of the equity base, together with persistently negative EPS, may limit the access of the firm to equity financing and increase its reliance on debt or restructuring initiatives, especially if the trajectory of recovery becomes less than expected (Akbar et al., 2022; Nguyen et al., 2025).

[bookmark: _Toc217212355]Figure 12: Earnings per Share (£)

[bookmark: _Toc217212303]1.3.6 Cash flow ratios
Cash flow measures are resilient and risky. Cash flow is operating and this aspect argues its strength since it depicts the continued generation of cash through core business and working-capital modifications, despite the reported accounting losses. However, the operating cash flow is showing an eminent reduction in the years which means that operational cash flow is increasingly less adequate when compared to current liabilities thus posing a considerable threat when the business relies on short term finances. Free cash flow is positive for most of the years being assessed; however, it is significantly lower in 2024 compared to 2020, indicating a lower ability to invest and reduced financial flexibility (Sienatra et al., 2025). Concurrently, the cash-to-debt ratio worsens, supporting the idea that maintaining the leverage using internally generated cash is becoming increasingly difficult (Ginting et al., 2025).

[bookmark: _Toc217212356]Figure 13: Operating Cash Flow Ratio and Cash Flow to Debt Ratio

[bookmark: _Toc217212357]Figure 14: Free Cash Flow (FCF)

[bookmark: _Toc217212358]Figure 15: OCF to Net Income

[bookmark: _Toc217212304]1.4 Strengths, threats, and key implications
[bookmark: _Toc217212305]1.4.1 Strengths
The main strengths that were located include (i) a resilient gross margin by and large and (ii) operating cash flow that is always positive. Such results suggest that the company has a necessary operating capacity as well as an active cash-generating capacity despite net losses (Panchenko et al., 2024).

[bookmark: _Toc217212306]1.4.2 Threats
The main threats appear to be (i) ongoing operating loss since 2023, (ii) loss of equity and associated increase in leverage, (iii) deterioration of interest coverage, and (iv) deterioration of cash liquidity. The combination of negative profitability and growing gearing is a prototypical distress path, often linked to financing issues and possible restructuring requirements in the event that recovery is not fast enough (Akbar et al., 2022; Palacin-García, Alencar-Garcia and Canto-Cuevas, 2023).
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[bookmark: _Toc217212339]Table 1: Strengths, threats, and key implications



[bookmark: _Toc217212307]1.5 Default risk assessment using a corporate failure prediction model
[bookmark: _Toc217212308]1.5.1 Altman Z-Score interpretation
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[bookmark: _Toc217212340]Table 2: Summary
(Appendix 2 – Altman Z-Score Model Calculations)
The main idea with the Altman Z - Score models, which are popularly used as tools to screen and predict bankruptcy risk, is that they are probabilistic models and not deterministic ones, as they ought to respond to the characteristics of the sector and the calibration of the models (Sibanda et al., 2025; Braunsberger et al., 2025). Based on the calculated Z-scores, the position of the firm in 2020 (3.6379), 2021 (3.2246) and 2022 (3.0625) lies in the Safe Zone indicating low default risk. In 2023, the Z-score decreases to 2.2411 bringing the firm in the Grey Zone which is in accordance with the operating shock identified (negative EBIT component, X3). In 2024, the Z-score increases to 2.8196, implying that it continues to lie in the Grey Zone which means partial stabilisation but not complete return to low-risk status.

[bookmark: _Toc217212309]1.5.2 Overall default-risk conclusion
All in all, default risk is high but not inevitably determined. It can be noted that there was an improvement observed in the year 2024; this signifies that underlying drivers partially recovered; however, the firm remains vulnerable due to low profitability and limited liquidity. The mitigation plans should focus on restoring operating profitability, protecting cash as well as strengthening working-capital discipline, reducing reliance on short-term financing, making it more solvent (Eldomiaty et al., 2023; Gandhi, 2025).
[bookmark: _Toc217212310]2. Working Capital Management Analysis
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[bookmark: _Toc217212359]Figure 16: Working Capital Management

[bookmark: _Toc217212311]2.1 Assessment of the Cash Operating Cycle
(Appendix 3 - Cash Operating Cycle)

[bookmark: _Toc217212360]Figure 17: Cash Operating Cycle Summary
The cash operating cycle (cash conversion cycle, CCC) forms a wide-ranging indicator for measuring a firm's efficiency in converting its working capital investments into liquid cash (Asman et al., 2022; Ishikawa et al., 2025). Over the period considered, the CCC of the firm continued to be widely spread, which exceeded 100 days in all years under analysis. It peaked in 107.83 days in 2020 then surged to a high in 139.87 days in 2022 and then plummeted to 133.06 days in 2023 and 115.06 days in 2024. This trend shows that there is a good quantity of capital that is tied up in the form of receivables and inventories until the cash is recouped through sales.

[bookmark: _Toc217212361]Figure 18: Cash Conversion Cycle (days)
Days Sales Outstanding (DSO) seems to be a key identifier of the deterioration seen as it is increasing from ~76-78 days in 2020-2022 to 97.74 days in 2023 and 105.54 days in 2024. The increase in the DSO is the reduction in the customer collection velocity, which is often accompanied by a loss of bargaining power of customers, according to lenient conditions of credits or customer financial problems in time of economic crises (Chamma & Hijazi, 2025). 

[bookmark: _Toc217212362]Figure 19: DSO (days)
Days Inventory outstanding (DIO) on the other hand shows an upward trend, as it reaches its peak of 131.04 days in 2022, before going down to 99.78 days in 2023 and later 103.12 days in 2024, hence indicating a positive change in inventory reduction and matching with demand. However, this incremental is somehow counterbalanced by a noted slowing in receivables. 

[bookmark: _Toc217212363]Figure 20: DIO (days)
There is a strong positive change in Days Payables Outstanding (DPO) which peaks at 93.60 days, and it leads to the reduction of the Cash Conversion Cycle (CCC). However, this is more of a liquidity consideration than an operational efficiency factor, since this is more a measure of delayed supplier receipts than expedited internal cash flow generation. It has been shown through empiricism that CCC compression based on payables can lead to short-term relief but could put pressure on supplier relations in case of the long-term (Ginting et al., 2025; Eldomiaty et al., 2023).

[bookmark: _Toc217212364]Figure 21: DPO (days)
Overall, the cash conversion cycle (CCC) analysis shows that despite an improvement in the control of the inventory, the accounts receivables management is a major weakness point. Furthermore, recent improvements in the CCC have been found to be largely influenced by longer payment terms, which cannot be a sustainable medium to long-term strategy.

[bookmark: _Toc217212312]2.2 Strategies to Improve Liquidity through Working Capital Reforms
Reforms must concentrate on the liquidity sustainability efforts that should be effective in terms of receivables, inventories, and payables with the emphasis put on hastening the cash flows. To begin with, there should be stricter management regarding credit. It involves reviewing customer credit policies, segmenting customers by risk, imposing more restrictive payable terms on more risk accounts, and using early-payment incentives in cases where it makes economic sense (Michalkowski, 2025; Fitriani et al., 2025). Online invoicing and automated collections may also eliminate delays in administration and enhance DSO.
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[bookmark: _Toc217212365]Figure 22: Ways to Improve Working Capital Management
Secondly, inventory reforms should be aimed at cementing recent gains. Advanced demand forecasting, SKU rationalisation and a closer coordination of procurement and the sales department can avoid a risk of excess stock accumulation while holding service levels (Eldomiaty et al., 2023). There is consistency in the evidence that lower day’s inventory outstanding (DIO) is related to better profitability and a reduced liquidity risk, especially during volatile demand years (Asman et al., 2022).
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[bookmark: _Toc217212366]Figure 23: Strategies For Improving Liquidity Ratios
Third, the management of payables should shift to strategic supplier finance model as opposed to reactive delay model. Despite the short-term liquidity benefits gained through the extension of the days payable outstanding, the long-term solutions include renegotiation of payment terms on the basis of volume commitments, adoption of dynamic discounting, or using supply-chain finance providers (Chamma et al., 2025). These are the strategies that protect relations with suppliers but also enhance financial liquidity.
Collectively, these reforms would include a reduction in the duration of the CCC, not because of the imposition of further financial stress, but by increasing operational efficiency to improve resilience and take the edge off of the need for short-term borrowing.
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[bookmark: _Toc217212341]Table 3: Strategies to Improve Liquidity through Working Capital Reforms

[bookmark: _Toc217212313]2.3 Short-Term versus Long-Term Financing Options
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[bookmark: _Toc217212367]Figure 24: Short-Term Financing
A proper financing mix should be the foundation of the working-capital structure. Lines of credit, overdrafts, and trade credit are short-term financing options that bring in the desired flexibility and access to liquid assets at any moment; therefore, making them highly appropriate when dealing with seasonal changes on the working capital (Gandhi, 2025). Short term funding has been used to reduce the fluctuations of cash flows at times of operating losses. However, overdependence on this kind of financing inflates refinancing risk and exposes the firm to interest-rate and rollover risks, in case of negative operating margins (Mensah et al., 2025).
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[bookmark: _Toc217212368]Figure 25: Short-Term Financing Sources
Conversely, long term financing, such as term loans, bonds and long term lease obligations, is part of stability and provides better maturity matching with long lived assets. Although, remuneration for such financing are often greater, this reduces liquidity pressure and creates the foundation for strategic restructuring activities during times of recovery (Shen, 2017; Kumar et al., 2025). In the face of the enterprise's lengthy cash conversion cycle and increases in default risk roles, heavy reliance on short-term financing increases a business's vulnerability to deteriorating credit conditions.
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[bookmark: _Toc217212369]Figure 26: Long-term Financing
The best plan may involve a well-balanced financing plan whereby short term financing is selectively used to absorb genuine working-capital volatility, with increased dependence on long-term capital to support structural working-capital requirements and capital expenditures. This mixed structure is more financially flexible and is aligned with best-practice rules observed in companies that experience disturbances and eventual recovery (Akbar et al., 2022; Sienatra et al., 2025).
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[bookmark: _Toc217212370]Figure 27: Balanced Capital Structure
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[bookmark: _Toc217212342]Table 4: Short-Term versus Long-Term Financing Options

[bookmark: _Toc217212314]3. Strategic Financial Restructuring Plan
[bookmark: _Toc217212315]3.1 Rationale for Financial Restructuring
The recent financial history of the firm suggests a high risk of financial difficulties because of continued operating losses, a fall in equity and worsening liquidity ratios. Consequently, financial restructuring is imperative not only to cure the solvency but also to improve financial flexibility in the long term, and foster value creation. Earlier studies highlight that the restructuring process must correspond to the stage of the life cycle of the firm and the intensity of distress and holistic repair of balance sheets alongside realignment of strategy (Akbar et al., 2022; Nguyen et al., 2025). In this regard, a multi-pronged reorganization strategy comprising of divestiture, capital infusion as well as selective strategic convergence are suggested.

[bookmark: _Toc217212316]3.2 Recommended Financial Restructuring Options
[bookmark: _Toc217212317]3.2.1 Divestiture of non-core or underperforming assets
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[bookmark: _Toc217212371]Figure 28: Divestiture
Divestiture is a sensible first step to free up liquidity, reduce asset intensity and refocus management efforts on value-creating core operations. Empirical research has shown that the divestment of non-core or persistently underperforming assets may strengthen liquidity, reduce leverage and help more operational efficiency, without substantially eroding long term competitiveness (PalacIN-A Sanchez et al., 2023; Potharla, 2025). In the case of General Electronics, the proceeds of the divestiture may be deployed to settle the short-term debt or to finance the working capital field and as such directly strengthen the balance sheet. However, the disposal of assets should be done cautiously to prevent value-destructive fire sales especially in unfavorable economic situations (Chandak, 2017).

[bookmark: _Toc217212318]3.2.2 Equity injection and recapitalization
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[bookmark: _Toc217212372]Figure 29: Capital Injection
In view of the dissipation of shareholders equity and the concurrent increase in the ratio of leverage, an equity injection forms an integral part of corporate restructuring. Such an injection may be operationalized through mechanisms which include rights issue, private equity placement, or participation of strategic investors. Equity recapitalization is aimed to improve the financial markets, as well as to reduce financial risk and to build creditor confidence to lessen the refinancing pressure (Mensah et al., 2025). Issuing equity can dilute the existing stockholders; however, the available literature indicates that under distress, dilution can be value-neutral in consideration of the fact that it prevents insolvency and enables recovery (Sienatra et al., 2025). A plausible equity injection in combination with administration changes might demonstrate the desire to achieve long-term viability as well as regain trust in the market.

[bookmark: _Toc217212319]3.2.3 Strategic merger or alliance
[image: ]
[bookmark: _Toc217212373]Figure 30: Strategic Alliance vs Joint Venture
A merger or strategic alliance with a financially stronger or complementary firm could potentially provide access to capital, technology and market scale. Such arrangements may engender the cost synergies, augments the bargaining power with suppliers and customers, stabilizes the cash flows (Kumar et al., 2025). Mergers which have been made in times of distress have been shown to add value in terms of correcting structural shortcomings, as opposed to delaying failure (Akbar et al., 2022). However, integration risks, and cultural misalignments as well as complexity of implementation require a close consideration before one can consider such a strategy.

[bookmark: _Toc217212320]3.3 Impact on Shareholder Value, Debt Structure, and Operational Flexibility
From the perspective of shareholders, restructuring attempts to arrest value erosion, as well as re-constituting a framework conducive to sustainable returns. The divestiture of non-core assets paired with equity injection are expected to improve the return metrics in the long run by reducing financial risk and stabilizing the earnings notwithstanding the possible dilution on the equity side of the business in the short run (Chandak, 2017; Sienatra et al., 2025). Furthermore, better solvency and liquidity may lower the firm's cost of capital, thereby adding to the long-term shareholder value (West, 2021).
In terms of debt architecture, the suggested initiatives are expected to reduce the reliance on short-term funding and increase maturity match. Divestment proceeds used to set off the immediate-term obligations, as well as through injections of new equity, are expected to lower the leverage ratios and interest obligations and thus, bolster interest-coverage metrics and overall credit quality (Mensah et al., 2025). In turn, the restructuring is estimated to provide a buffer that will be conducive to renegotiating debt covenants and, later, refinancing residual indebtedness on more favorable terms.
Operational Flexibility is also expected to go up. A stronger balance sheet gives management the ability to selectively invest in initiatives to boost productivity, upgrade digital systems and optimize working capital to reduce excessive strain on liquidity (Panchenko et al., 2024). Strategic alliances or mergers could further supplement flexibility via risk and resource sharing particularly within environments of volatile demand.

[bookmark: _Toc217212321]3.4 International and Ethical Considerations
[bookmark: _Toc217212322]3.4.1 Taxation and regulatory environment
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[bookmark: _Toc217212374]Figure 31: Business Taxes and Compliance
Re-structuring choices by internationals must consider the tax and regulatory implications that may be incurred. The transfer of assets and transfers involving equity may create capital gains taxes, withhold taxes, or raise the eyebrows of the authorities pursuing the topic of transfer pricing, thus affecting net proceeds (Mkadmi et al., 2024). To this end, a clear tax planning framework, which is consistent with regulatory requirements, is necessary to reduce image damage and to preempt compliance risks in the future.

[bookmark: _Toc217212323]3.4.2 Currency and inflation risk
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[bookmark: _Toc217212375]Figure 32: Currency and Inflation Risk
When restructuring involves foreign investors, asset sales and/or cross-border mergers, exposure to fluctuations in exchange rate and inflationary pressures is profound. Volatility in exchange rate can have a material effect on valuation, debt servicing obligations and post-merger cash flow projections. Consequently, hedging instruments and currency-matched financing instruments should be part of the restructuring framework in order to protect value (Shen, 2017). Inflationary dynamics will also potentially undermine real returns, making adaptation in cost structures as well as the choice of pricing strategies essential.

[bookmark: _Toc217212324]3.4.3 Corporate social responsibility (CSR) considerations
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[bookmark: _Toc217212376]Figure 33: Corporate social responsibility (CSR) considerations
Ethical issues play a leading role in the debate of sustainable restructuring. Measures like employee layoffs, unjustified supplier payments or high-cutting tax policies can produce small returns on short-term performance indicators and also kill long-term legitimacy and stakeholder confidence. Empirical research shows that companies that take into account corporate social responsibility in their restructuring efforts are more likely to experience high performing over time and increased stakeholder support (Almutairi and Abdelazim, 2024). Ethical restructuring should therefore emphasize open communication, fairness to staff and suppliers and adherence to social and environmental norms.

[bookmark: _Toc217212325]3.5 Overall Strategic Assessment
In sum, a combined restructuring strategy, which is focused on selective divestiture, equity injection, and selective strategic consolidation, is the most balanced path toward reestablishing financial stability. This way, it boosts the prospects of shareholder value, strengthens debt structure, and adds to operational flexibility, all while it reduces financial risks on an international level and meets ethical obligations. If executed in a coherent and transparent way, the proposed restructuring framework has the potential of moving the firm from a state of heightened financial distress to a position of sustainable recovery and long-term value creation (Akbar et al., 2022; Sienatra et al., 2025).

[bookmark: _Toc217212326]4. Investment Appraisal and Capital Budgeting
[bookmark: _Toc217212327]4.1 Rationale for Capital Budgeting under Financial Constraints
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[bookmark: _Toc217212377]Figure 34: Capital Budgeting Benefits
Capital budgeting choices are vital when companies are facing increased challenges on profitability and liquidity since improper project choice will continue to add strain on financial stability (Panchenko et al., 2024; West, 2021). Given the current operating losses at the firm, the declining cash balances at the firm, and high levels of default risk, investment appraisal should focus on creating value, recovering cash immediately and containing risk, rather than focusing on growth agenda. The use of a suite of appraisal techniques that include Payback Period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI) and Internal Rate of Return (IRR) enables a more thorough analysis that takes into account liquidity impacts, accounting profitability, shareholder value creation, and risk-adjusted returns (Awodire et al., 2023; Purnamasari et al., 2024). The evaluation is done using a 10% discount rate and simplified straight line devaluation of zero, under a capital rationing menace of 60 million pounds.

[bookmark: _Toc217212328]4.2 Individual Project Evaluation
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[bookmark: _Toc217212343]Table 5: Consolidated Investment Appraisal Summary
(Appendix 4 - Investment Appraisals)
Project A requires an initial investment of £40 mil. and generates varying but reasonably steady cash flow amounts during a period of five years. The resultant payback period of 3.4 years refers to a rather fast capital recouping in the scenario hence, an attractive gain when the liquidity aspect of the firm is tackled. However, the accounting rate of return (ARR) of 7% is relatively low suggesting limited accounting profitability. From the perspective of shareholder value, Project A has a net present value of GBP1.3242 million and a profitability index of 1.0331, with an internal rate of return of 11.35 per cent which just exceeds the 10 per cent discount rate. These findings suggest that while Project A does yield economic value, the margin provided by the project is shrinking and provides little buffer against either ineffectiveness of forecasting or unlucky shocks. Majority of internal rate of returns is also moderate, which means moderate risk of the projects, because the cash flows do not seem to be extreme front-loaded, but are rather predictable in a reasonable way.
Project B has an initial capital outlay of 30m. and constant annual cash inflows. Though with an operational simplicity, which reduces the complexity of forecasting, the financial performance of the project is weak. Its payback period of 5.0 years is the slowest of the alternatives considered thus increasing liquidity strain. The ARR of 0% traders the no accounting profitability but negative NPV of -£7.2553 million, PI of 0.7582 and the IRR of 0 indicates unequivocally value erosion. According to both shareholder value and liquidity measure, Project B does not follow accepted investment criteria and would worsen the monetary strains of the firm. The literature is consistent in its view that initiatives which have negative net present values should be rejected, irrespective of other metrics, especially under capital constrained circumstances (West, 2021; Darmansyah, Ali et al., 2025).
Project C has the highest initial investment at the cost of £50 million but gives out sharply increasing cash inflows especially in the later years. The payback period of 3.6 years is relatively below that of Project A, although the investment outlay is higher, which indicates a high cash generating business. Project C has the greatest ARR of 10% implied it is more profitable in terms of accounting. More importantly, it provides the highest net present value (NPV), which is valued at 4.2254 million sterling, while profitability index (PI) stands at 1.0845, with an internal rate of return (IRR) at 12.72%, making it a clear winner over the cost of capital. These indicators together indicate that Project C maximises shareholder value and provides the highest economic return for each pound invested in it. However, its cash-flows are skewed towards the later years, thus increasing vulnerability to the demand risk and macro-economic unpredictability in the future years (Toncheva, 2025).

[bookmark: _Toc217212329]4.3 Capital Rationing and Project Selection
Under capital rationing, the firm can use a maximum of £60 million, excluding the possibility for all three projects to be undertaken. Project B is immediately ruled out because of its net present value and failure to meet all the appraisal criteria. Consequently, the feasible alternatives to invest in are either Project C on its own at a cost of £50 million, or Project A on its own at £40 million. It is anticipated that the joint venture in Projects A and B will exceed the capital limit and is thus inadmissible since Project B brings about a value erosion; the co- Located implementation of Projects A and C is also likely to transgress the limit of £60million.
In cases of capital rationing, Profitability Index and Net Present Value are the determining marks to measure the created value per unit of capital (Purnamasari et al., 2024; Kaoma, Mwanaumo et al., 2025). Under both of the evaluative criteria, Project C has dominance over Project A, which has a greater PI, significantly exceeding NPV. Although Project A has a slightly faster cash recovery, the difference in the payback periods is minimal and not significant enough to counter Project C that will create higher values. Therefore, Project C ought to be chosen in terms of mere financial considerations.

[bookmark: _Toc217212330]4.4 Alignment with the Firm’s Financial Performance and Risk Profile
The firm's recent financial performance is characterized by negative operating margins, deteriorating liquidity and heightened defaults risk signals. In such circumstances investment decisions will require a balancing of the seeking of value maximization and the imperative of financial resilience. Project C's superior net present value, and internal rate of return support long term shareholder value, therefore assuage the restoration of investor confidence, as well as the augmentation of equity eventually (Sienatra et al., 2025). Its accounting rate of return of 10% is in accordance with optimizing accounting profitability, which has been losing in recent years.
However, the higher initial cost and back-loaded cash flows of Project C increase the exposure of the firm to the liquidity risk, especially considering the long cash-conversion cycle and high reliance on short-term financing (Asman et al., 2022; Ishikawa, Gemba et al., 2025). The possible mitigation of this risk here could be to offset the investment with more severe working-capital restrictions and a more evenly balanced financing structure, the latter as suggested above. In contrast, while Project A offers slightly better rapid cash recovery, with its relatively poor net present value and internal rate of return margin, it affords very limited protection against forecast uncertainty and inflationary pressures, thus making it a less suitable one to underpin long-term recovery.

[bookmark: _Toc217212331]4.5 Final Investment Recommendation
[image: ]
By considering all appraisal methods, as well as the limited financial situation of the firm, Project C will be the choice of investment in terms of capital ratios. It is the highest shareholder concern, provides the best risk-adjusted return and provides the best profitability ratios when compared to its alternatives. Although it involves a greater upfront commitment of capital and the firm bears the risk of a higher degree of uncertainty in the long run, the risk is justified by the project having a robust NPV and IRR and can be overcome by being disciplined in managing liquidity of the firm and aligning the financing.
Project A can be considered as a secondary option only whereby liquidity terms are to worsen significantly or whereby financing avenues are to be tighter. Project B should not be considered at all. Overall, the decision to prioritize Project C reflects the company's capital budgeting strategy, which is directed by the strategic goal of stabilizing the company's financial position and simultaneously rebuilding long-term value (West, \\2021; Darmansyah et al., 2025).




[bookmark: _Toc217212332]References
Akbar, M., Hussain, A., Sokolova, M. and Sabahat, T. (2022) ‘Financial distress, firm life cycle, and corporate restructuring decisions: Evidence from Pakistan’s economy’, Economies, 10(7), p. 175. https://doi.org/10.3390/economies10070175
Almutairi, A. and Abdelazim, S.I. (2024) ‘The impact of CSR on tax avoidance: The moderating role of political connections’, Sustainability, 17(1), p. 195. https://doi.org/10.3390/su17010195
Asman, F.N., Fernandez, D., Jamaludin, N.A. and Zaki, H.O. (2022) ‘Cash conversion cycle and firm’s performance’, International Journal of Academic Research in Business and Social Sciences, 12(11). https://doi.org/10.6007/IJARBSS/v12-i11/15276
Awodire, M., Agboola, O.K., Ogundojutimi, O. and Odumuwagun, O.O. (2023) ‘Capital budgeting and financial investment appraisal: A review of archival literature’, American Journal of Multidisciplinary Research in Africa, 3(5), pp. 1–15. https://doi.org/10.58314/UUHYT2
Braunsberger, C. and Aschauer, E. (2025) ‘Corporate failure prediction: A literature review of Altman Z-score and machine learning models within a technology adoption framework’, Journal of Risk and Financial Management, 18(8), p. 465. https://doi.org/10.3390/jrfm18080465
Chamma, H. and Hijazi, B. (2025) ‘Working capital elements on the liquidity management strategy of retail trading companies’, Corporate and Business Strategy Review, 6(3, special issue), pp. 263–273. https://doi.org/10.22495/cbsrv6i3siart4
Chandak, S. (2017) ‘An analytical study of corporate financial restructuring of selected companies and its impact on the wealth of shareholders’, International Research Journal of Management Science and Technology, 8(11), pp. 187–195.
Darmansyah, A., Ali, Q. and Parveen, S. (2025) ‘Sophisticated capital budgeting decisions for financial performance and risk management—A tale of two business entities’, Journal of Risk and Financial Management, 18(6), p. 297. https://doi.org/10.3390/jrfm18060297
Eldomiaty, T., Eid, N., Taman, F. and Rashwan, M. (2023) ‘An assessment of the benefits of optimizing working capital and profitability: Perspectives from DJIA30 and NASDAQ100’, Journal of Risk and Financial Management, 16(5), p. 274. https://doi.org/10.3390/jrfm16050274
Fitrianti, D., Azwardi, A. and Mu’izzudin, M. (2025) ‘Analysis of the influence of working capital management and cash holding on profitability: An empirical study of nonfinancial sector companies in Indonesia’, Journal of Economics, Finance and Management Studies, 8(8), pp. 5201–5211. https://doi.org/10.47191/jefms/v8-i8-15
Gandhi, J. (2025) ‘Comparison of short-term financing options: Factoring as the best alternative’, Journal of Information Systems Engineering & Management, 10(40s), pp. 166–175. https://doi.org/10.52783/jisem.v10i40s.7261
Ginting, E.S. and Lizam, M. (2025) ‘Working capital management strategies during economic crisis: A scoping review’, Multidisciplinary Reviews, 9(3), p. 2026101. https://doi.org/10.31893/multirev.2026101
Ishikawa, T., Gemba, K. and Oda, T. (2025) ‘The influence of cash conversion cycle on profitability: A quantitative analysis of Japanese software firms’, Access to Science, Business, Innovation in Digital Economy, 6(1), pp. 84–102. https://doi.org/10.46656/access.2025.6.1(5)
Kaoma, M., Mwanaumo, E. and Nsefu, M.K. (2025) ‘The role of investment appraisal techniques in enhancing financial sustainability of small and medium enterprises in Solwezi, Zambia’, African Journal of Commercial Studies, 6(6), pp. 200–212. https://doi.org/10.59413/ajocs/v6.i6.17
Kumar, S. and Devi, K. (2025) Strategic analysis of corporate restructuring: A critical study in present perspectives. May. Maharshi Dayanand University.
Mensah, L., Bein, M.A. and Arhinful, R. (2025) ‘The impact of capital structure on business growth under IFRS adoption: Evidence from firms listed in the Frankfurt Stock Exchange’, SAGE Open. https://doi.org/10.1177/21582440251336533
Michałowski, M. (2025) ‘Working capital management strategy effects on firm profitability and risk: An analysis of Polish listed construction companies’, Ekonomia Międzynarodowa, 47, pp. 1–?. https://doi.org/10.18778/2082-4440.47.02
Mkadmi, J.E. and Ben Ali, W. (2024) ‘How does tax avoidance affect corporate social responsibility and financial ratio in emerging economies?’, Journal of Economic Criminology, 5, p. 100070. https://doi.org/10.1016/j.jeconc.2024.100070
Nguyen Thi, C., Khuc, T.A. and Tran, K.B.N. (2025) ‘Corporate distress and financial restructuring decisions in different stages of life cycle’, Journal of Economics and Development, 27(3), pp. 264–?. https://doi.org/10.33301/jed.2025.27.3
Padhy, J.P.P., Oswal, S., D’lima, C. and Naik, P. (2025) Prediction and evaluation of companies under the Insolvency and Bankruptcy Code (IBC) using Altman Z-score. July. Narsee Monjee Institute of Management Studies.
Palacín-Sanchez, M.-J., Alencar-García, A. and Canto-Cuevas, F.-J. (2023) ‘Financial distress and corporate restructuring: A case study’, Cuadernos de Gestión, 23(2), pp. 81–91. https://doi.org/10.5295/cdg.221759fc
Panchenko, O., Balaziuk, O., Portovaras, T. and Andrieieva, V. (2024) ‘Analysis of financial statements as a business management tool’, AD ALTA Journal of Interdisciplinary Research, 14(1), pp. 157–161. https://doi.org/10.33543/140139157161
Potharla, S. (2025) From debt to divestiture: How Indian and global firms reshaped through corporate restructuring. SSRN working paper. https://doi.org/10.2139/ssrn.5348941
Purnamasari, P. and Adriza (2024) ‘Capital budgeting techniques and financial performance: A comparison between SMEs and large listed firms’, Cogent Economics & Finance, 12(1), Article 2404707. https://doi.org/10.1080/23322039.2024.2404707
Shen, K.-Y. (2017) ‘Compromise between short- and long-term financial sustainability: A hybrid model for supporting R&D decisions’, Sustainability, 9(3), p. 375. https://doi.org/10.3390/su9030375
Sibanda, L.S. and Tapera, J. (2025) ‘An assessment of the Altman Z score on predicting corporate failure: A case of insolvent financial companies listed on the Zimbabwe Stock Exchange’, Journal of Economics and Behavioral Studies, 17(1(J)), pp. 55–71. https://doi.org/10.22610/jebs.v17i1(J).4363
Sidlauskiene, D., Petrošienė, B. and Gabrevičienė, A. (2018) ‘The importance of financial statement results for business management solutions’, Humanities Bulletin of Zaporizhzhe State Engineering Academy. https://doi.org/10.30839/2072-7941.2017.124924
Sienatra, K.B., Sumiati, S., Wijayanti, R. and Andarwati, A. (2025) ‘Can financial flexibility enhance a company’s valuation during challenging periods? An analysis during the VUCA situation’, Financial and Credit Activity: Problems of Theory and Practice, 5(64), pp. 127–138. https://doi.org/10.55643/fcaptp.5.64.2025.4881
Suthar, K. (2023) Financial ratio analysis: A theoretical study. November. M. D. Shah Commerce and B. D. Patel Arts College, Mahudha.
Toncheva, R. (2025) Ratio analysis (of financial data). February. https://doi.org/10.13140/RG.2.2.36808.02568
West, P. (2021) The usefulness of financial ratio analysis as a tool for enhancement of corporate investment decisions. August. Rivers State University.
Yolanda, M. and Karim, H.A. (2025) ‘Conceptual analysis of working capital management in education: An educational financial management perspective’, ICMIE Proceedings, 2(1), pp. 264–270. https://doi.org/10.30983/icmie.v2i1.57



[bookmark: _Toc217212333]Appendix 
[bookmark: _Toc217212334]Appendix 1 - Ratio Analysis
	Ratio Analysis
	2020
	2021
	2022
	2023
	2024

	Profitability Ratios
	 
	 
	 
	 
	 
	 
	 

	Gross Profit Margin
	Gross Profit / Net Sales
	Gross Profit
	176,256
	173,016
	152,292
	97,560
	113,994

	 
	 
	Revenue (Net Sales)
	614,680
	601,602
	542,751
	420,457
	394,879

	Operating Profit Margin
	Operating Income / Net Sales
	Operating Income (EBIT)
	37,267
	23,253
	14,548
	-85,301
	-15,297

	 
	 
	Revenue (Net Sales)
	614,680
	601,602
	542,751
	420,457
	394,879

	Net Profit Margin
	Net Income / Net Sales
	Net Income (Loss)
	38,572
	5,301
	407
	-98,238
	-24,029

	 
	 
	Revenue (Net Sales)
	614,680
	601,602
	542,751
	420,457
	394,879

	Return on Assets (ROA)
	Net Income / Total Assets
	Net Income (Loss)
	38,572
	5,301
	407
	-98,238
	-24,029

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

	Return on Equity (ROE)
	Net Income / Equity
	Net Income (Loss)
	38,572
	5,301
	407
	-98,238
	-24,029

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

	Liquidity Ratios
	 
	 
	 
	 
	 
	 
	 

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

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

	Quick Ratio
	(CA − Inventories) / CL
	Current Assets
	326,843
	337,146
	338,040
	258,851
	242,494

	 
	 
	Less: Inventories
	-120,430
	-134,469
	-140,181
	-88,273
	-79,355

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

	Cash Ratio
	Cash / Current Liabilities
	Cash & Cash Equivalents
	57,153
	60,813
	66,740
	42,751
	26,783

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

	Efficiency Ratios
	 
	 
	 
	 
	 
	 
	 

	Inventory Turnover
	Cost of Sales / Inventory
	Cost of Sales
	438,424
	428,586
	390,459
	322,897
	280,885

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

	Receivables Turnover
	Net Sales / Receivables
	Revenue (Net Sales)
	614,680
	601,602
	542,751
	420,457
	394,879

	 
	 
	Accounts Receivable
	129,433
	129,215
	112,346
	112,596
	114,182

	Total Asset Turnover
	Net Sales / Total Assets
	Revenue (Net Sales)
	614,680
	601,602
	542,751
	420,457
	394,879

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

	Gearing (Solvency) Ratios
	 
	 
	 
	 
	 
	 
	 

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

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

	Debt Ratio
	Total Liabilities / Total Assets
	Total Liabilities
	196,989
	234,399
	235,757
	176,952
	170,249

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

	Equity Ratio
	Equity / Total Assets
	Total Shareholders’ Equity
	313,301
	275,949
	268,406
	178,920
	153,105

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

	Interest Coverage Ratio
	EBIT / Interest Expense
	EBIT (Operating Income)
	37,267
	23,253
	14,548
	-85,301
	-15,297

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

	Investment Ratios
	 
	 
	 
	 
	 
	 
	 

	Earnings per Share (£)
	Earnings per Share (£)
	Earnings per Share (£)
	-1.85
	-7.64
	0.03
	0.39
	2.78

	Cash Flow Ratios
	 
	 
	 
	 
	 
	 
	 

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

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

	Free Cash Flow (FCF)
	OCF − CapEx
	Operating Cash Flow
	73,392
	40,283
	10,926
	25,190
	14,822

	 
	 
	Capital Expenditure (PPE + Intangibles)
	-23,234
	-17,041
	-20,585
	-13,877
	-8,428

	OCF to Net Income
	OCF / Net Income
	Operating Cash Flow (OCF)
	73,392
	40,283
	10,926
	25,190
	14,822

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

	Cash Flow to Debt
	OCF / Total Liabilities
	Operating Cash Flow (OCF)
	73,392
	40,283
	10,926
	25,190
	14,822

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



	Profitability Ratios
	2020
	2021
	2022
	2023
	2024

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

	
	
	
	
	
	
	

	Operating Profit Margin
	6.06%
	3.87%
	2.68%
	-20.29%
	-3.87%
	

	
	
	
	
	
	
	

	Net Profit Margin
	6.28%
	0.88%
	0.07%
	-23.36%
	-6.09%
	

	
	
	
	
	
	
	

	Return on Assets (ROA)
	7.56%
	1.04%
	0.08%
	-27.60%
	-7.43%
	

	
	
	
	
	
	
	

	Return on Equity (ROE)
	12.31%
	1.92%
	0.15%
	-54.91%
	-15.69%
	

	
	
	
	
	
	
	

	Liquidity Ratios
	2020
	2021
	2022
	2023
	2024
	

	Current Ratio
	1.82
	1.56
	1.56
	1.61
	1.53
	

	Quick Ratio
	2.49
	2.18
	2.21
	2.15
	2.03
	

	Cash Ratio
	0.32
	0.28
	0.31
	0.27
	0.17
	

	Efficiency Ratios
	2020
	2021
	2022
	2023
	2024
	

	Inventory Turnover
	3.64
	3.19
	2.79
	3.66
	3.54
	

	Receivables Turnover
	4.75
	4.66
	4.83
	3.73
	3.46
	

	Total Asset Turnover
	1.20
	1.18
	1.08
	1.18
	1.22
	

	Gearing (Solvency) Ratios
	2020
	2021
	2022
	2023
	2024
	

	Debt to Equity Ratio
	0.63
	0.85
	0.88
	0.99
	1.11
	

	Debt Ratio
	0.39
	0.46
	0.47
	0.50
	0.53
	

	Equity Ratio
	0.61
	0.54
	0.53
	0.50
	0.47
	

	Interest Coverage Ratio
	26.21
	41.08
	6.61
	-19.69
	-4.55
	

	Investment Ratios
	2020
	2021
	2022
	2023
	2024
	

	Earnings per Share (£)
	-1.85
	-7.64
	0.03
	0.39
	2.78
	

	Cash Flow Ratios
	2020
	2021
	2022
	2023
	2024
	

	Operating Cash Flow Ratio
	0.41
	0.19
	0.05
	0.16
	0.09
	

	Free Cash Flow (FCF)
	50,158
	23,242
	-9,659
	11,313
	6,394
	

	OCF to Net Income
	1.90
	7.60
	26.85
	-0.26
	-0.62
	

	Cash Flow to Debt
	0.37
	0.17
	0.05
	0.14
	0.09
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	Altman Z-Score Model
	
	
	
	
	

	
	
	
	
	
	
	

	
	Z=1.2X1​+1.4X2​+3.3X3​+0.6X4​+1.0X5​
	
	
	
	
	

	
	
	
	
	
	
	

	
	Variable
	Definition
	
	
	
	

	
	X₁
	Working Capital / Total Assets
	
	
	
	

	
	X₂
	Retained Earnings / Total Assets
	
	
	
	

	
	X₃
	EBIT / Total Assets
	
	
	
	

	
	X₄
	Equity / Total Liabilities
	
	
	
	

	
	X₅
	Sales / Total Assets
	
	
	
	

	
	
	
	
	
	
	

	
	Step 1: Component Calculation Tables (£m)
	
	
	
	
	

	
	
	
	
	
	
	

	
	X₁ – Working Capital / Total Assets
	
	
	
	
	

	
	
	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

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

	
	X₁
	0.2887
	0.2358
	0.2411
	0.2745
	0.2604

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	X₂ – Retained Earnings / Total Assets
	
	
	
	
	

	
	
	2020
	2021
	2022
	2023
	2024

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

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

	
	X₂
	0.6369
	0.6472
	0.6559
	0.6532
	0.6446

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	X₃ – EBIT / Total Assets
	
	
	
	
	

	
	
	2020
	2021
	2022
	2023
	2024

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

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

	
	X₃
	0.0730
	0.0456
	0.0289
	-0.2397
	-0.0473

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	X₄ – Equity / Total Liabilities
	
	
	
	
	

	
	
	2020
	2021
	2022
	2023
	2024

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

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

	
	X₄
	1.5904
	1.1773
	1.1385
	1.0111
	0.8993

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	X₅ – Sales / Total Assets
	
	
	
	
	

	
	
	2020
	2021
	2022
	2023
	2024

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

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

	
	X₅
	1.2046
	1.1788
	1.0765
	1.1815
	1.2212

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	Step 2: Altman Z-Score Computation
	
	
	
	
	

	
	Year
	Z-Score
	Risk
	
	
	

	
	2020
	3.6379
	Safe Zone (Low bankruptcy risk)

	
	2021
	3.2246
	Safe Zone (Low bankruptcy risk)

	
	2022
	3.0625
	Safe Zone (Low bankruptcy risk)

	
	2023
	2.2411
	Grey Zone (Elevated risk)
	

	
	2024
	2.8196
	Grey Zone (Elevated risk)
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	Step 3: Interpretation (Default Risk Assessment)
	
	
	
	
	

	
	Z-Score Range
	Interpretation
	
	
	
	

	
	Z > 2.99
	Safe Zone (Low bankruptcy risk)
	
	
	
	

	
	1.81 < Z < 2.99
	Grey Zone (Elevated risk)
	
	
	
	

	
	Z < 1.81
	Distress Zone (High default risk)
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	Cash Operating Cycle (Cash Conversion Cycle – CCC)
	
	
	
	
	

	
	
	
	
	
	
	

	
	Definitions
	
	
	
	
	

	
	DSO (Days Sales Outstanding) = (Accounts Receivable ÷ Net Sales) × 365
	
	
	
	
	

	
	DIO (Days Inventory Outstanding) = (Inventories ÷ Cost of Sales) × 365
	
	
	
	
	

	
	DPO (Days Payables Outstanding) = (Accounts Payable ÷ Cost of Sales) × 365
	
	
	
	
	

	
	CCC = DSO + DIO − DPO
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	1. Days Sales Outstanding (DSO) – Calculation Table
	2020
	2021
	2022
	2023
	2024

	
	Accounts Receivable (£m)
	129,433
	129,215
	112,346
	112,596
	114,182

	
	Net Sales (£m)
	614,680
	601,602
	542,751
	420,457
	394,879

	
	DSO (days)
	76.86
	78.40
	75.55
	97.74
	105.54

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	2. Days Inventory Outstanding (DIO) – Calculation Table
	2020
	2021
	2022
	2023
	2024

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

	
	Cost of Sales (£m)
	438,424
	428,586
	390,459
	322,897
	280,885

	
	DIO (days)
	100.26
	114.52
	131.04
	99.78
	103.12

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	3. Days Payables Outstanding (DPO) – Calculation Table
	2020
	2021
	2022
	2023
	2024

	
	Accounts Payable (£m)
	83,229
	92,707
	71,373
	57,033
	72,031

	
	Cost of Sales (£m)
	438,424
	428,586
	390,459
	322,897
	280,885

	
	DPO (days)
	69.29
	78.95
	66.72
	64.47
	93.60

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	4. Cash Conversion Cycle (CCC)
	2020
	2021
	2022
	2023
	2024

	
	Days Sales Outstanding (DSO)
	77
	78
	76
	98
	105

	
	Days Inventory Outstanding (DIO)
	100
	114
	131
	100
	103

	
	Days Payables Outstanding (DPO)
	-69
	-79
	-67
	-65
	-94

	
	Cash Conversion Cycle (days)
	107.83
	113.96
	139.87
	133.06
	115.06
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Gross Profit, Operating Profit, Net Profit Margins

Gross Profit Margin	
2020	2021	2022	2023	2024	0.28674432224897506	0.28759212901552855	0.28059275800505207	0.23203324002216635	0.28868083640811487	Operating Profit Margin	
2020	2021	2022	2023	2024	6.0628294397084663E-2	3.8651799694814845E-2	2.6804188292605634E-2	-0.20287686969178775	-3.8738448993235905E-2	Net Profit Margin	
2020	2021	2022	2023	2024	6.2751350296089026E-2	8.8114733661124791E-3	7.4988346405626153E-4	-0.23364577114901167	-6.0851551994408414E-2	
2020	2021	2022	2023	2024	
2020	2021	2022	2023	2024	
2020	2021	2022	2023	2024	



ROA and ROE

Return on Assets (ROA)	
2020	2021	2022	2023	2024	7.5588390914969925E-2	1.0387030026570106E-2	8.0727859838980649E-4	-0.27604869166441864	-7.4311745022483097E-2	Return on Equity (ROE)	
2020	2021	2022	2023	2024	0.1231148320624575	1.9210071426241804E-2	1.5163595448685946E-3	-0.54906103286384977	-0.1569445805166389	
2020	2021	2022	2023	2024	
2020	2021	2022	2023	2024	



Liquidity Ratios

Current Ratio	
2020	2021	2022	2023	2024	1.8207509330956493	1.5551947303113194	1.5615804280441441	1.6062935934668752	1.5319506478574272	Quick Ratio	
2020	2021	2022	2023	2024	2.4916327781182108	2.1754763892668842	2.2091484850304659	2.1540695509717773	2.0332741596174135	Cash Ratio	
2020	2021	2022	2023	2024	0.31838337697064228	0.28051958835170004	0.30830634767384385	0.26529029215379651	0.16920102848551086	



Efficiency Ratios

Inventory Turnover	
2020	2021	2022	2023	2024	3.6404882504359377	3.1872476184101912	2.7853917435315769	3.6579361752744326	3.5396005292672168	Receivables Turnover	
2020	2021	2022	2023	2024	4.749020728871308	4.6558216925279572	4.8310665266231103	3.7342090305161819	3.458329684188401	Total Asset Turnover	
2020	2021	2022	2023	2024	1.2045699504203493	1.1788074020080415	1.0765387384635525	1.1814837919251866	1.2211972018283368	



debt, equity ratios

Debt Ratio	
2020	2021	2022	2023	2024	0.38603343197005624	0.4592924827764584	0.46762059095966979	0.4972349608848125	0.52650964577521853	Equity Ratio	
2020	2021	2022	2023	2024	0.61396656802994376	0.5407075172235416	0.53237940904033021	0.50276503911518744	0.47349035422478153	



Debt to Equity Ratio and Interest Coverage Ratio 

Debt to Equity Ratio	
2020	2021	2022	2023	2024	0.62875317984941004	0.84942869878129657	0.87835964918817011	0.98900067069081155	1.1119754416903431	Interest Coverage Ratio	
2020	2021	2022	2023	2024	26.20745428973277	41.083038869257948	6.6127272727272723	-19.690904893813482	-4.5513240107110979	




Earnings per Share (£)	
2020	2021	2022	2023	2024	-1.85	-7.64	0.03	0.39	2.78	


Operating Cash Flow Ratio and Cash Flow to Debt Ratio 

Operating Cash Flow Ratio	
2020	2021	2022	2023	2024	0.40884630382708487	0.18581833781545942	5.0472807232310728E-2	0.15631593317943754	9.3637667334213567E-2	Cash Flow to Debt	
2020	2021	2022	2023	2024	0.37256902669692216	0.17185653522412639	4.6344329118541548E-2	0.14235498892354989	8.7060716949879297E-2	




Free Cash Flow (FCF)	
2020	2021	2022	2023	2024	50158	23242	-9659	11313	6394	



OCF to Net Income	
2020	2021	2022	2023	2024	1.9027273670019704	7.5991322392001512	26.845208845208845	-0.25641808668743254	-0.61683798743185314	


Cash Operating Cycle (Cash Conversion Cycle – CCC)

DSO (days)	
2020	2021	2022	2023	2024	76.857950478297653	78.396473083533635	75.552675167802548	97.744929921490183	105.54228004021485	DIO (days)	
2020	2021	2022	2023	2024	100.26127675492218	114.51887135837381	131.04081350410669	99.783042270445378	103.11898107766524	DPO (days)	
2020	2021	2022	2023	2024	69.290424338083682	78.952777272239402	66.719284227025113	64.469614149403682	93.601705324243014	Cash Conversion Cycle (days)	
2020	2021	2022	2023	2024	107.82880289513614	113.96256716966805	139.87420444488413	133.05835804253189	115.05955579363707	




Cash Conversion Cycle (days)	
2020	2021	2022	2023	2024	107.82880289513614	113.96256716966805	139.87420444488413	133.05835804253189	115.05955579363707	



DSO (days)	
2020	2021	2022	2023	2024	76.857950478297653	78.396473083533635	75.552675167802548	97.744929921490183	105.54228004021485	



DIO (days)	
2020	2021	2022	2023	2024	100.26127675492218	114.51887135837381	131.04081350410669	99.783042270445378	103.11898107766524	



DPO (days)	
2020	2021	2022	2023	2024	69.290424338083682	78.952777272239402	66.719284227025113	64.469614149403682	93.601705324243014	
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accelerate collections (Michalowski, 2025;
Fitrianti et al., 2025).
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Inventories
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al., 2023; Asman et al., 2022).
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Investment Appraisal and Capital Budgeting

Discount rate: 10%

Depreciation: Straight-line to zero over 5 years

Capital constraint: £60m maximum investment

Project Cash Flow Summary

Project Initial Investment (£m) Year 1 Year 2 Year 3 Year 4 Year 5

A -40 10 12 14 10 8

B -30 6 6 6 6 6

C -50 5 10 20 25 15

Payback Period

Project A (Initial Investment: £40m)

Year Annual Cash Flow Cumulative Cash Flow

0 -40 -40

1 10 -30

2 12 -18

3 14 -4

4 10 6

5 8 14

Payback calculation:

Amount unrecovered at end of Year 3 = £4m

Year 4 cash flow = £10m

Payback=3+(4/10) = 3.4 Years

Project B (Initial Investment: £30m)

Year Annual Cash Flow Cumulative Cash Flow

0 -30 -30

1 6 -24

2 6 -18

3 6 -12

4 6 -6

5 6 0

Payback calculation:

Investment fully recovered at the end of Year 5

Payback=5.0 Years

Project C (Initial Investment: £50m)

Year Annual Cash Flow Cumulative Cash Flow

0 -50 -50

1 5 -45

2 10 -35

3 20 -15

4 25 10

5 15 25

Payback calculation:

Amount unrecovered at end of Year 3 = £15m

Year 4 cash flow = £25m

Payback=3+(15/25) = 3.6 Years

Payback Summary Table

Project Payback Period

A 3.4 years

B 5.0 years

C 3.6 years
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Accounting Rate of Return (ARR)

ARR=Average Annual Profit

​

/Initial Investment

Project A

Initial Investment: £40m

Annual Cash Inflows: £10m, £12m, £14m, £10m, £8m

Average Annual Cash Inflow

Year Cash Inflow (£m)

1 10

2 12

3 14

4 10

5 8

Total 54

Average Cash Inflow 54 ÷ 5 = 10.8

Depreciation

Annual Depreciation=40/5=8

Average Annual Profit

Average Profit=10.8−8=2.8

ARR =2.8/40 7.00%

Project B

Initial Investment: £30m

Annual Cash Inflows: £6m, £6m, £6m, £6m, £6m

Average Annual Cash Inflow

Year Cash Inflow (£m)

1 6

2 6

3 6

4 6

5 6

Total 30

Average Cash Inflow 30 ÷ 5 = 6.0

Depreciation

Annual Depreciation=30/5=6

Average Annual Profit

Average Profit=6.0−6=0.0

ARR = 0/30 0.00%

Project C

Initial Investment: £50m

Annual Cash Inflows: £5m, £10m, £20m, £25m, £15m

Average Annual Cash Inflow

Year Cash Inflow (£m)

1 5

2 10

3 20

4 25

5 15

Total 75

Average Cash Inflow 75 ÷ 5 = 15.0

Depreciation

Annual Depreciation=50/5=10

Average Annual Profit

Average Profit=15.0−10=5.0

ARR = 5/50 10.00%

ARR Summary Table

Project Avg. Cash Inflow (£m) Depreciation (£m) Avg. Profit (£m) ARR

A 10.8 8 2.8 7%

B 6 6 0 0%

C 15 10 5 10%
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Net Present Value (NPV) @ 10%

Project A – NPV Calculation

Initial Investment: £40m

Year Cash Inflow (£m) Discount Factor Present Value (£m)

1 10 0.9091 9.0909

2 12 0.8264 9.9174

3 14 0.7513 10.5184

4 10 0.6830 6.8301

5 8 0.6209 4.9674

Total PV of Inflows 41.3242

Initial Investment 40

NPV 1.3242

Project B – NPV Calculation

Initial Investment: £30m

Year Cash Inflow (£m) Discount Factor Present Value (£m)

1 6 0.9091 5.4545

2 6 0.8264 4.9587

3 6 0.7513 4.5079

4 6 0.6830 4.0981

5 6 0.6209 3.7255

Total PV of Inflows 22.7447

Initial Investment 30

NPV -7.2553

Project C – NPV Calculation

Initial Investment: £50m

Year Cash Inflow (£m) Discount Factor Present Value (£m)

1 5 0.9091 4.5455

2 10 0.8264 8.2645

3 20 0.7513 15.0263

4 25 0.6830 17.0753

5 15 0.6209 9.3138

Total PV of Inflows 54.2254

Initial Investment 50

NPV 4.2254

NPV Summary Table

Project PV of Cash Inflows (£m) Initial Investment (£m)NPV (£m)

A 41.3242 -40 1.3242

B 22.7447 -30 -7.2553

C 54.2254 -50 4.2254
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Profitability Index (PI)

PI=Present Value of Cash Inflows

​

/ Initial Investment

Project PV of Cash Inflows (£m) Initial Investment (£m)PI PI

A 41.3242 40 41.3242/40 1.0331

B 22.7447 30 22.7447/30 0.7582

C 54.2254 50 54.2254/50 1.0845
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Internal Rate of Return (IRR)

Project A (Initial: £40m; CF: 10, 12, 14, 10, 8)

NPV at two discount rates

Discount rate NPV (£m)

10% 1.324

12% -0.646

Project A IRR ≈ 11.35%

Project B (Initial: £30m; CF: 6, 6, 6, 6, 6)

At 0% discount rate, PV of inflows equals total inflows:

Total inflows = 6×5=30

Initial investment = 30

So:

NPV(0%)=−30+30=0

Therefore IRR = 0% exactly.

(At 10%, NPV becomes negative because of discounting.)

Discount rate NPV (£m)

0% 0

10% -7.255

Project B IRR = 0%

Project C (Initial: £50m; CF: 5, 10, 20, 25, 15)

NPV at two discount rates

Discount rate NPV (£m)

12% 1.071

13% -0.408

IRR Summary

Project IRR (approx.)

A 11.35%

B 0%

C 12.72%
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Ratio Analysis

		Ratio Analysis						2020		2021		2022		2023		2024		2020		2021		2022		2023		2024						Profitability Ratios		2020		2021		2022		2023		2024

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

		Gross Profit Margin		Gross Profit / Net Sales		Gross Profit		176,256		173,016		152,292		97,560		113,994		28.67%		28.76%		28.06%		23.20%		28.87%

						Revenue (Net Sales)		614,680		601,602		542,751		420,457		394,879																Operating Profit Margin		6.06%		3.87%		2.68%		-20.29%		-3.87%

		Operating Profit Margin		Operating Income / Net Sales		Operating Income (EBIT)		37,267		23,253		14,548		-85,301		-15,297		6.06%		3.87%		2.68%		-20.29%		-3.87%

						Revenue (Net Sales)		614,680		601,602		542,751		420,457		394,879																Net Profit Margin		6.28%		0.88%		0.07%		-23.36%		-6.09%

		Net Profit Margin		Net Income / Net Sales		Net Income (Loss)		38,572		5,301		407		-98,238		-24,029		6.28%		0.88%		0.07%		-23.36%		-6.09%

						Revenue (Net Sales)		614,680		601,602		542,751		420,457		394,879																Return on Assets (ROA)		7.56%		1.04%		0.08%		-27.60%		-7.43%

		Return on Assets (ROA)		Net Income / Total Assets		Net Income (Loss)		38,572		5,301		407		-98,238		-24,029		7.56%		1.04%		0.08%		-27.60%		-7.43%

						Total Assets		510,290		510,348		504,163		355,872		323,354																Return on Equity (ROE)		12.31%		1.92%		0.15%		-54.91%		-15.69%

		Return on Equity (ROE)		Net Income / Equity		Net Income (Loss)		38,572		5,301		407		-98,238		-24,029		12.31%		1.92%		0.15%		-54.91%		-15.69%

						Total Equity		313,301		275,949		268,406		178,920		153,105																Liquidity Ratios		2020		2021		2022		2023		2024

		Liquidity Ratios																														Current Ratio		1.82		1.56		1.56		1.61		1.53

		Current Ratio		Current Assets / Current Liabilities		Current Assets		326,843		337,146		338,040		258,851		242,494		1.82		1.56		1.56		1.61		1.53						Quick Ratio		2.49		2.18		2.21		2.15		2.03

						Current Liabilities		179,510		216,787		216,473		161,148		158,291																Cash Ratio		0.32		0.28		0.31		0.27		0.17

		Quick Ratio		(CA − Inventories) / CL		Current Assets		326,843		337,146		338,040		258,851		242,494		2.49		2.18		2.21		2.15		2.03						Efficiency Ratios		2020		2021		2022		2023		2024

						Less: Inventories		-120,430		-134,469		-140,181		-88,273		-79,355																Inventory Turnover		3.64		3.19		2.79		3.66		3.54

						Current Liabilities		179,510		216,787		216,473		161,148		158,291																Receivables Turnover		4.75		4.66		4.83		3.73		3.46

		Cash Ratio		Cash / Current Liabilities		Cash & Cash Equivalents		57,153		60,813		66,740		42,751		26,783		0.32		0.28		0.31		0.27		0.17						Total Asset Turnover		1.20		1.18		1.08		1.18		1.22

						Current Liabilities		179,510		216,787		216,473		161,148		158,291																Gearing (Solvency) Ratios		2020		2021		2022		2023		2024

		Efficiency Ratios																														Debt to Equity Ratio		0.63		0.85		0.88		0.99		1.11

		Inventory Turnover		Cost of Sales / Inventory		Cost of Sales		438,424		428,586		390,459		322,897		280,885		3.64		3.19		2.79		3.66		3.54						Debt Ratio		0.39		0.46		0.47		0.50		0.53

						Inventories		120,430		134,469		140,181		88,273		79,355																Equity Ratio		0.61		0.54		0.53		0.50		0.47

		Receivables Turnover		Net Sales / Receivables		Revenue (Net Sales)		614,680		601,602		542,751		420,457		394,879		4.75		4.66		4.83		3.73		3.46						Interest Coverage Ratio		26.21		41.08		6.61		-19.69		-4.55

						Accounts Receivable		129,433		129,215		112,346		112,596		114,182																Investment Ratios		2020		2021		2022		2023		2024

		Total Asset Turnover		Net Sales / Total Assets		Revenue (Net Sales)		614,680		601,602		542,751		420,457		394,879		1.20		1.18		1.08		1.18		1.22						Earnings per Share (£)		-1.85		-7.64		0.03		0.39		2.78

						Total Assets		510,290		510,348		504,163		355,872		323,354																Cash Flow Ratios		2020		2021		2022		2023		2024

		Gearing (Solvency) Ratios																														Operating Cash Flow Ratio		0.41		0.19		0.05		0.16		0.09

		Debt to Equity Ratio		Total Liabilities / Equity		Total Liabilities		196,989		234,399		235,757		176,952		170,249		0.63		0.85		0.88		0.99		1.11						Free Cash Flow (FCF)		50,158		23,242		-9,659		11,313		6,394

						Total Equity		313,301		275,949		268,406		178,920		153,105																OCF to Net Income		1.90		7.60		26.85		-0.26		-0.62

		Debt Ratio		Total Liabilities / Total Assets		Total Liabilities		196,989		234,399		235,757		176,952		170,249		0.39		0.46		0.47		0.50		0.53						Cash Flow to Debt		0.37		0.17		0.05		0.14		0.09

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

		Equity Ratio		Equity / Total Assets		Total Shareholders’ Equity		313,301		275,949		268,406		178,920		153,105		0.61		0.54		0.53		0.50		0.47

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

		Interest Coverage Ratio		EBIT / Interest Expense		EBIT (Operating Income)		37,267		23,253		14,548		-85,301		-15,297		26.21		41.08		6.61		-19.69		-4.55

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

		Investment Ratios

		Earnings per Share (£)		Earnings per Share (£)		Earnings per Share (£)		-1.85		-7.64		0.03		0.39		2.78		-1.85		-7.64		0.03		0.39		2.78

		Cash Flow Ratios

		Operating Cash Flow Ratio		OCF / Current Liabilities		Operating Cash Flow		73,392		40,283		10,926		25,190		14,822		0.41		0.19		0.05		0.16		0.09

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

		Free Cash Flow (FCF)		OCF − CapEx		Operating Cash Flow		73,392		40,283		10,926		25,190		14,822		50,158		23,242		-9,659		11,313		6,394

						Capital Expenditure (PPE + Intangibles)		-23,234		-17,041		-20,585		-13,877		-8,428

		OCF to Net Income		OCF / Net Income		Operating Cash Flow (OCF)		73,392		40,283		10,926		25,190		14,822		1.90		7.60		26.85		-0.26		-0.62

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

		Cash Flow to Debt		OCF / Total Liabilities		Operating Cash Flow (OCF)		73,392		40,283		10,926		25,190		14,822		0.37		0.17		0.05		0.14		0.09

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



Gross Profit, Operating Profit, Net Profit Margins



Gross Profit Margin	

2020	2021	2022	2023	2024	0.28674432224897506	0.28759212901552855	0.28059275800505207	0.23203324002216635	0.28868083640811487	Operating Profit Margin	

2020	2021	2022	2023	2024	6.0628294397084663E-2	3.8651799694814845E-2	2.6804188292605634E-2	-0.20287686969178775	-3.8738448993235905E-2	Net Profit Margin	

2020	2021	2022	2023	2024	6.2751350296089026E-2	8.8114733661124791E-3	7.4988346405626153E-4	-0.23364577114901167	-6.0851551994408414E-2	

2020	2021	2022	2023	2024	

2020	2021	2022	2023	2024	

2020	2021	2022	2023	2024	









OCF to Net Income	

2020	2021	2022	2023	2024	1.9027273670019704	7.5991322392001512	26.845208845208845	-0.25641808668743254	-0.61683798743185314	





ROA and ROE



Return on Assets (ROA)	

2020	2021	2022	2023	2024	7.5588390914969925E-2	1.0387030026570106E-2	8.0727859838980649E-4	-0.27604869166441864	-7.4311745022483097E-2	Return on Equity (ROE)	

2020	2021	2022	2023	2024	0.1231148320624575	1.9210071426241804E-2	1.5163595448685946E-3	-0.54906103286384977	-0.1569445805166389	

2020	2021	2022	2023	2024	

2020	2021	2022	2023	2024	







Liquidity Ratios



Current Ratio	

2020	2021	2022	2023	2024	1.8207509330956493	1.5551947303113194	1.5615804280441441	1.6062935934668752	1.5319506478574272	Quick Ratio	

2020	2021	2022	2023	2024	2.4916327781182108	2.1754763892668842	2.2091484850304659	2.1540695509717773	2.0332741596174135	Cash Ratio	

2020	2021	2022	2023	2024	0.31838337697064228	0.28051958835170004	0.30830634767384385	0.26529029215379651	0.16920102848551086	







Efficiency Ratios



Inventory Turnover	

2020	2021	2022	2023	2024	3.6404882504359377	3.1872476184101912	2.7853917435315769	3.6579361752744326	3.5396005292672168	Receivables Turnover	

2020	2021	2022	2023	2024	4.749020728871308	4.6558216925279572	4.8310665266231103	3.7342090305161819	3.458329684188401	Total Asset Turnover	

2020	2021	2022	2023	2024	1.2045699504203493	1.1788074020080415	1.0765387384635525	1.1814837919251866	1.2211972018283368	







debt, equity ratios



Debt Ratio	

2020	2021	2022	2023	2024	0.38603343197005624	0.4592924827764584	0.46762059095966979	0.4972349608848125	0.52650964577521853	Equity Ratio	

2020	2021	2022	2023	2024	0.61396656802994376	0.5407075172235416	0.53237940904033021	0.50276503911518744	0.47349035422478153	







Debt to Equity Ratio and Interest Coverage Ratio 



Debt to Equity Ratio	

2020	2021	2022	2023	2024	0.62875317984941004	0.84942869878129657	0.87835964918817011	0.98900067069081155	1.1119754416903431	Interest Coverage Ratio	

2020	2021	2022	2023	2024	26.20745428973277	41.083038869257948	6.6127272727272723	-19.690904893813482	-4.5513240107110979	









Earnings per Share (£)	

2020	2021	2022	2023	2024	-1.85	-7.64	0.03	0.39	2.78	





Operating Cash Flow Ratio and Cash Flow to Debt Ratio 



Operating Cash Flow Ratio	2020	2021	2022	2023	2024	0.40884630382708487	0.18581833781545942	5.0472807232310728E-2	0.15631593317943754	9.3637667334213567E-2	Cash Flow to Debt	2020	2021	2022	2023	2024	0.37256902669692216	0.17185653522412639	4.6344329118541548E-2	0.14235498892354989	8.7060716949879297E-2	









Free Cash Flow (FCF)	

2020	2021	2022	2023	2024	50158	23242	-9659	11313	6394	







Altman Z-Score Model

		Altman Z-Score Model

				Z=1.2X1​+1.4X2​+3.3X3​+0.6X4​+1.0X5​

				Variable		Definition

				X₁		Working Capital / Total Assets

				X₂		Retained Earnings / Total Assets

				X₃		EBIT / Total Assets

				X₄		Equity / Total Liabilities

				X₅		Sales / Total Assets

				Step 1: Component Calculation Tables (£m)

				X₁ – Working Capital / Total Assets

						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

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

				X₁		0.2887		0.2358		0.2411		0.2745		0.2604

				X₂ – Retained Earnings / Total Assets

						2020		2021		2022		2023		2024

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

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

				X₂		0.6369		0.6472		0.6559		0.6532		0.6446

				X₃ – EBIT / Total Assets

						2020		2021		2022		2023		2024

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

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

				X₃		0.0730		0.0456		0.0289		-0.2397		-0.0473

				X₄ – Equity / Total Liabilities

						2020		2021		2022		2023		2024

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

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

				X₄		1.5904		1.1773		1.1385		1.0111		0.8993

				X₅ – Sales / Total Assets

						2020		2021		2022		2023		2024

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

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

				X₅		1.2046		1.1788		1.0765		1.1815		1.2212

				Step 2: Altman Z-Score Computation

				Year		Z-Score		Risk

				2020		3.6379		Safe Zone (Low bankruptcy risk)

				2021		3.2246		Safe Zone (Low bankruptcy risk)

				2022		3.0625		Safe Zone (Low bankruptcy risk)

				2023		2.2411		Grey Zone (Elevated risk)

				2024		2.8196		Grey Zone (Elevated risk)

				Step 3: Interpretation (Default Risk Assessment)

				Z-Score Range		Interpretation

				Z > 2.99		Safe Zone (Low bankruptcy risk)

				1.81 < Z < 2.99		Grey Zone (Elevated risk)

				Z < 1.81		Distress Zone (High default risk)





Cash Operating Cycle

		Cash Operating Cycle (Cash Conversion Cycle – CCC)

				Definitions

				DSO (Days Sales Outstanding) = (Accounts Receivable ÷ Net Sales) × 365

				DIO (Days Inventory Outstanding) = (Inventories ÷ Cost of Sales) × 365

				DPO (Days Payables Outstanding) = (Accounts Payable ÷ Cost of Sales) × 365

				CCC = DSO + DIO − DPO

				1. Days Sales Outstanding (DSO) – Calculation Table		2020		2021		2022		2023		2024

				Accounts Receivable (£m)		129,433		129,215		112,346		112,596		114,182

				Net Sales (£m)		614,680		601,602		542,751		420,457		394,879

				DSO (days)		76.86		78.40		75.55		97.74		105.54

				2. Days Inventory Outstanding (DIO) – Calculation Table		2020		2021		2022		2023		2024

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

				Cost of Sales (£m)		438,424		428,586		390,459		322,897		280,885

				DIO (days)		100.26		114.52		131.04		99.78		103.12

				3. Days Payables Outstanding (DPO) – Calculation Table		2020		2021		2022		2023		2024

				Accounts Payable (£m)		83,229		92,707		71,373		57,033		72,031

				Cost of Sales (£m)		438,424		428,586		390,459		322,897		280,885

				DPO (days)		69.29		78.95		66.72		64.47		93.60

				4. Cash Conversion Cycle (CCC)		2020		2021		2022		2023		2024

				Days Sales Outstanding (DSO)		77		78		76		98		105

				Days Inventory Outstanding (DIO)		100		114		131		100		103

				Days Payables Outstanding (DPO)		-69		-79		-67		-65		-94

				Cash Conversion Cycle (days)		107.83		113.96		139.87		133.06		115.06



Cash Operating Cycle (Cash Conversion Cycle – CCC)



DSO (days)	

2020	2021	2022	2023	2024	76.857950478297653	78.396473083533635	75.552675167802548	97.744929921490183	105.54228004021485	DIO (days)	

2020	2021	2022	2023	2024	100.26127675492218	114.51887135837381	131.04081350410669	99.783042270445378	103.11898107766524	DPO (days)	

2020	2021	2022	2023	2024	69.290424338083682	78.952777272239402	66.719284227025113	64.469614149403682	93.601705324243014	Cash Conversion Cycle (days)	

2020	2021	2022	2023	2024	107.82880289513614	113.96256716966805	139.87420444488413	133.05835804253189	115.05955579363707	









Cash Conversion Cycle (days)	

2020	2021	2022	2023	2024	107.82880289513614	113.96256716966805	139.87420444488413	133.05835804253189	115.05955579363707	







DSO (days)	

2020	2021	2022	2023	2024	76.857950478297653	78.396473083533635	75.552675167802548	97.744929921490183	105.54228004021485	







DIO (days)	2020	2021	2022	2023	2024	100.26127675492218	114.51887135837381	131.04081350410669	99.783042270445378	103.11898107766524	







DPO (days)	2020	2021	2022	2023	2024	69.290424338083682	78.952777272239402	66.719284227025113	64.469614149403682	93.601705324243014	







Investment Appraisal 

		Investment Appraisal and Capital Budgeting

				Discount rate: 10%

				Depreciation: Straight-line to zero over 5 years

				Capital constraint: £60m maximum investment

				Project Cash Flow Summary

				Project		Initial Investment (£m)		Year 1		Year 2		Year 3		Year 4		Year 5

				A		-40		10		12		14		10		8

				B		-30		6		6		6		6		6

				C		-50		5		10		20		25		15

		Payback Period

				Project A (Initial Investment: £40m)

				Year		Annual Cash Flow		Cumulative Cash Flow

				0		-40		-40

				1		10		-30

				2		12		-18

				3		14		-4

				4		10		6

				5		8		14

				Payback calculation:

				Amount unrecovered at end of Year 3 = £4m

				Year 4 cash flow = £10m

				Payback=3+(4/10) = 3.4 Years

				Project B (Initial Investment: £30m)

				Year		Annual Cash Flow		Cumulative Cash Flow

				0		-30		-30

				1		6		-24

				2		6		-18

				3		6		-12

				4		6		-6

				5		6		0

				Payback calculation:

				Investment fully recovered at the end of Year 5

				Payback=5.0 Years

				Project C (Initial Investment: £50m)

				Year		Annual Cash Flow		Cumulative Cash Flow

				0		-50		-50

				1		5		-45

				2		10		-35

				3		20		-15

				4		25		10

				5		15		25

				Payback calculation:

				Amount unrecovered at end of Year 3 = £15m

				Year 4 cash flow = £25m

				Payback=3+(15/25) = 3.6 Years

				Payback Summary Table

				Project		Payback Period

				A		3.4 years

				B		5.0 years

				C		3.6 years

		Accounting Rate of Return (ARR)

				ARR=Average Annual Profit​/Initial Investment

				Project A

				Initial Investment: £40m

				Annual Cash Inflows: £10m, £12m, £14m, £10m, £8m

				Average Annual Cash Inflow

				Year		Cash Inflow (£m)

				1		10

				2		12

				3		14

				4		10

				5		8

				Total		54

				Average Cash Inflow		54 ÷ 5 = 10.8

				Depreciation

				Annual Depreciation=40/5=8

				Average Annual Profit

				Average Profit=10.8−8=2.8

				ARR =2.8/40		7.00%

				Project B

				Initial Investment: £30m

				Annual Cash Inflows: £6m, £6m, £6m, £6m, £6m

				Average Annual Cash Inflow

				Year		Cash Inflow (£m)

				1		6

				2		6

				3		6

				4		6

				5		6

				Total		30

				Average Cash Inflow		30 ÷ 5 = 6.0

				Depreciation

				Annual Depreciation=30/5=6

				Average Annual Profit

				Average Profit=6.0−6=0.0

				ARR = 0/30		0.00%

				Project C

				Initial Investment: £50m

				Annual Cash Inflows: £5m, £10m, £20m, £25m, £15m

				Average Annual Cash Inflow

				Year		Cash Inflow (£m)

				1		5

				2		10

				3		20

				4		25

				5		15

				Total		75

				Average Cash Inflow		75 ÷ 5 = 15.0

				Depreciation

				Annual Depreciation=50/5=10

				Average Annual Profit

				Average Profit=15.0−10=5.0

				ARR = 5/50		10.00%

				ARR Summary Table

				Project		Avg. Cash Inflow (£m)		Depreciation (£m)		Avg. Profit (£m)		ARR

				A		10.8		8		2.8		7%

				B		6		6		0		0%

				C		15		10		5		10%

		Net Present Value (NPV) @ 10%

				Project A – NPV Calculation

				Initial Investment: £40m

				Year		Cash Inflow (£m)		Discount Factor		Present Value (£m)

				1		10		0.9091		9.0909

				2		12		0.8264		9.9174

				3		14		0.7513		10.5184

				4		10		0.6830		6.8301

				5		8		0.6209		4.9674

				Total PV of Inflows						41.3242

				Initial Investment						40

				NPV						1.3242

				Project B – NPV Calculation

				Initial Investment: £30m

				Year		Cash Inflow (£m)		Discount Factor		Present Value (£m)

				1		6		0.9091		5.4545

				2		6		0.8264		4.9587

				3		6		0.7513		4.5079

				4		6		0.6830		4.0981

				5		6		0.6209		3.7255

				Total PV of Inflows						22.7447

				Initial Investment						30

				NPV						-7.2553

				Project C – NPV Calculation

				Initial Investment: £50m

				Year		Cash Inflow (£m)		Discount Factor		Present Value (£m)

				1		5		0.9091		4.5455

				2		10		0.8264		8.2645

				3		20		0.7513		15.0263

				4		25		0.6830		17.0753

				5		15		0.6209		9.3138

				Total PV of Inflows						54.2254

				Initial Investment						50

				NPV						4.2254

				NPV Summary Table

				Project		PV of Cash Inflows (£m)		Initial Investment (£m)		NPV (£m)

				A		41.3242		-40		1.3242

				B		22.7447		-30		-7.2553

				C		54.2254		-50		4.2254

		Profitability Index (PI)

				PI=Present Value of Cash Inflows​/ Initial Investment

				Project		PV of Cash Inflows (£m)		Initial Investment (£m)		PI		PI

				A		41.3242		40		41.3242/40		1.0331

				B		22.7447		30		22.7447/30		0.7582

				C		54.2254		50		54.2254/50		1.0845

		Internal Rate of Return (IRR)

				Project A (Initial: £40m; CF: 10, 12, 14, 10, 8)

				NPV at two discount rates

				Discount rate		NPV (£m)

				10%		1.324

				12%		-0.646

				Project A IRR ≈ 11.35%

				Project B (Initial: £30m; CF: 6, 6, 6, 6, 6)

				At 0% discount rate, PV of inflows equals total inflows:

				Total inflows = 6×5=30

				Initial investment = 30

				So:

				NPV(0%)=−30+30=0

				Therefore IRR = 0% exactly.

				(At 10%, NPV becomes negative because of discounting.)

				Discount rate		NPV (£m)

				0%		0

				10%		-7.255

				Project B IRR = 0%

				Project C (Initial: £50m; CF: 5, 10, 20, 25, 15)

				NPV at two discount rates

				Discount rate		NPV (£m)

				12%		1.071

				13%		-0.408

				IRR Summary

				Project		IRR (approx.)

				A		11.35%

				B		0%

				C		12.72%
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