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[bookmark: _Toc214014897]Introduction 
The report is based on the analysis of General Electronics, which is struggling while operating in the consumer electronics industry. It provides a brief analysis of the financial statements of the company in the past five years (2020-2024), along with an in-depth analysis of the core problem, and proposes a strategy with the support of the financial evidence. Also, the analysis will critically reflect on various investment options for the future growth of the firm. 
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[bookmark: _Toc214014900]Profitability Ratios 

[bookmark: _Toc214014927]Figure 1: Profitability Ratios
Profitability ratios such as gross profit margin and net profit margin are measures of business profitability by reflecting the ability to generate income in relation to the expenses over a period (Vipond, 2025). Gross Profit Ratio of General Electronics has decreased from 28.9 % in 2024 to 23.2 % in 2023. This is stable than it was in the past years, which means that the cost of sales has also decreased, although not in the same proportion as the decline in revenue. This decreasing gross profitability indicates that the company has poor management of efficient costs in an environment that is becoming smaller in terms of revenues, which might be caused by heightened competition or higher input prices. The Net Profit Ratio amounted to 0.88% in 2021 and -6.09% in 2024. Such a drastic fall highlights that the company is struggling to convert revenue to net profit due to expensive operating expenses and interest payments. The trend is characterised by growing financial distress, accumulating losses and inefficient operations. The huge decline in profitability is a threat to the sustainability of the firm, and hence, requires effective cost reduction measures and better management of finances.
[bookmark: _Toc214014901]Liquidity Ratios 

[bookmark: _Toc214014928]Figure 2: Liquidity Ratios
Liquidity ratios, including current ratio, quick ratio and cash ratio, reflect the ability of an organisation to pay short-term obligations with the use of its current assets in a specific period (BBC, 2025). The current ratio of General Electronics declined from 1.821 to 1.532 in 2024, which shows that it is experiencing a small reduction in its short-term liability coverage capacity by current assets. Although the ratio still indicates the ability of the firm to meet its obligations, the decreasing trend indicates the declining liquidity and the possible cash flow problem. The acid test ratio had also declined, with a decrease in 2020 of 1.15 to 1.03 in 2024, which was mainly due to an increase in inventories. It is an indication of increasing the ratio of current assets to the total assets of the company, which is allocated to the unsold goods, that may impact the liquidity. These ratios are moving closer to the critical 1 threshold, which shows that the liquidity threats are real (Lalithchandra and Rajendhiran, 2021). The trend implies a loss in liquidity, and the risk of encountering problems with cash flow increases. 
[bookmark: _Toc214014902]Efficiency Ratios 

[bookmark: _Toc214014929]Figure 3: Efficiency Ratios
Ratios such as investor turnover, asset turnover and receivables turnover ratios are the key efficiency measures of an organisation, which determine the effectiveness of using assets and liabilities to generate revenue and profits (Bichachi, 2022). The number of Receivables Turnover Days has risen from 77 days in 2020 to 106 days in 2024, which indicates a slowdown in the process of collecting money owed by customers. This puts the company in question regarding ineffective handling of its credit, or the customers are paying at a slower rate, which adversely impacts cash flow. Also, there was a slight increase in the Inventory Turnover Days from 100 days to 103 days in 2020 and 2024, respectively. The change is small, but this suggests that the company is taking longer to sell its inventory, which suggests a lack of sales, overproduction, or poor inventory turnover. The unused inventory is a liability on the working capital and worsens the cash flow problems of the firm. 
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[bookmark: _Toc214014930]Figure 4: Gearing Ratios
A business analyses its financial leverage with a comparison of the debt in relation to its equity, which is defined as gearing ratios such as the debt-to-equity ratio (Allianz, 2024). The Debt-Equity Ratio has been low despite the rise from 0.056 in 2020 to 0.078 in 2024. It implies that the company has become a little bit more dependent on debt financing. The trend has been on an upward trend, showing that there may be issues with rising levels of debt as profitability keeps decreasing. The Interest Coverage Ratio is still worse, as it decreased from 26.21 in 2020 to -4.55 in 2024, showing that the business is not capable of earning enough before interest and taxes (EBIT) to meet its interest payments. A significant threat is the negative ratio, which is an indicator of financial hardship and the company's inability to cope with its debts. Urgent restructuring and cost reduction are required to enhance earnings and sustain financial stability. 
[bookmark: _Toc214014904]Investment Ratios 

[bookmark: _Toc214014931]Figure 5: Investment Ratios
Price-to-Earnings Ratios, Earnings Per Share and Dividend Yield ratios are some of the investment ratios which evaluate the performance of a company and its value by analysing the relationship between the price of a stock and its profits, assets and dividends (Sundoro, et al., 2023). The Return on Equity (ROE) of General Electronics has been experiencing a drastic downturn, reaching -15.69% in 2024, compared to 12.31% in 2020. This reflects that the company is not making returns to its shareholders. This decrease is mainly caused by a net profit decrease and growing losses. The negative ROE in 2024 reflects focus on losing shareholder value, which is a critical matter to the investors. Also, the Earnings per Share (EPS) is negative and is declining since it went to -1.85 in 2024, which was 2.78 in 2020. This is another indication that the company is not able to make profits, and this would not be appealing to investors. The company has to work on enhancing profitability, cutting expenditure and maximising its earnings to regain shareholder value and investor confidence.
[bookmark: _Toc214014905]Cash Flow 

[bookmark: _Toc214014932]Figure 6: Cash Flow Ratios
Cash Flow ratios reflect the ability of a firm to generate cash and pay the current obligations associated with it, and therefore, assess short-term liquidity (Novuna, 2025). The Operating Cash Flow Ratio has significantly decreased from 0.409 in 2020 to 0.094 in 2024, indicating that the cash flow of operations is not enough to cover the current liabilities of the company anymore. This reduction in the ratio is also a major weakness, as it indicates that the operational activities are failing to yield sufficient cash to settle short-term liabilities. The Cash Flow Margin is also decreasing, with the value of 11.94% in 2020 and 3.75% in 2024, which also shows that the company is not good at turning its sales into cash. The falling cash flow margins reflect that the firm is experiencing operational inefficiencies and rising costs. There is an urgent need to get a better cash flow and to deal with operational inefficiencies and ensure better management of the expenses. 
[bookmark: _Toc214014906]Altman’s Z Score 
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[bookmark: _Toc214014933]Figure 7: Altman's Z Score
(Source: CFI, 2025)
Altman’s Z Score is a metric which calculates the likelihood of a firm going bankrupt due to the various factors within the next two years, and hence, provides a great value to the company and investors in decision-making (CFI, 2025). It has three zones which reflect the chances as shown above in the figure.
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[bookmark: _Toc214014934]Figure 8: Altman's Z Score Calculations
General Electric's score of 3.49 on the Altman Z-Score represents a low-risk rating of corporate default, as a score above 2.99 normally implies that the company is financially stable (Alcalde, et al., 2022). However, the Z-score has dropped to 3.49 in 2024 compared to 3.60 in 2020, indicating a slow decline in financial health. This has decreased because of the decline in the EBIT and also due to the reduction in the Market value of equity as compared to the total liabilities, and this affects the overall score. The fact that negative EBIT occurs in 2024 is also an area of concern, as inefficiencies in the operations are displayed, indicating a high cost. This even reflects that the declining trend reminds the need for some reorganisation to prevent the financial turmoil in the future.
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Cash operating cycle (COC) is also known as the cash conversion cycle (CCC) that helps in measuring the average number of days undertaken by a firm to convert inventory purchases into cash receipts from customers (CFI, 2025). It is calculated using the following formula: 

It represents the efficiency of a firm in managing working capital and reflects how long cash is tied up in operations before it is recovered. A shorter COC indicates better liquidity and reduced dependence on external financing, whereas, a longer cycle reflects capital being locked in inventory or receivables resulting in increased financing costs and minimised flexibility (Yanney, 2023). 
[image: ]
[bookmark: _Toc214014935]Figure 9: Cash Operating Cycle of General Electronics
Based on the above figure, the COC of General Electronics moved from 108 days in 2020 to 114 days in 2021 to 140, 133, and 115 days in 2022, 2023, and 2024 respectively. The five-year trend reflects volatility with a significant weakening in 2022 when inventory days spiked to 131, extending the cycle to its longest point. Whereas, in 2024, it records the shortest cycle since 2020 indicating a 25-day improvement from 2022 mainly due to better receivables management and slightly leaner inventories. This reflects an effective improvement in liquidity and operational efficiency in the current year as compared to the previous year suggesting that management addressed earlier inefficiencies through better inventory planning and supplier negotiations. However, the cycle is lengthy at 115 days implying more than three months of working capital required before converting to cash. Thus, it can be assessed that COC in 2024 is efficient by showing improved operational cash flow management but further reductions are required for attaining optimal levels. 
[bookmark: _Toc214014909]Recommended Strategies 
Considering the analysis, it has been seen that General Electronics’ cash operating cycle is improving but still signalling excessive capital blockage. A proactive working-capital policy needs to focus on balancing liquidity, profitability, and risk through improvements in inventory, receivables, and payables. 
· In terms of inventory which remains relatively high as compared to earlier years, the company is recommended to implement demand-driven inventory control techniques such as Economic Order Quantity (EOQ), Just-in-Time (JIT) or Material Requirements Planning (MRP) to align stock levels with sales forecasts (Alsoussi and Tahboub, 2025). General Electronics by segregating fast- and slow-moving items through ABC analysis can lead to prevent capital being tied up in low-turnover goods. Moreover, vendor-managed inventory (VMI) arrangements could also lead to minimising replenishment cycles and safety stock (Van den Bogaert and Van Jaarsveld, 2022). 
· It has been seen that the collection period has strengthened since 2022 indicating more effective credit terms or slower customer payments. However, the firm is recommended to conduct periodic credit reviews, tighten credit control procedures, and offer early payment discounts in order to incentivise quicker settlements. Further, General Electronics can also bring automation through electronic invoicing and credit-monitoring software for minimising delays and disputes (Pamisetty, et al., 2024). 
· Considering a longer DPO indicates stronger supplier negotiations but it needs to be managed effectively to avoid supplier strain. For the same, the management of General Electronics can introduce supply-chain financing or reverse factoring programs to extend its payment window along with ensuring prompt payment from the financier to suppliers (Beyer and Herzog, 2021). 
Therefore, establishing a working capital task force can help in setting clear KPIs in terms of minimising the DIO to below 95 days, DSO below 90 days, and DPO around 90 days. Attaining these KPIs would help in attaining approximately 90 days of COC leading to freeing substantial cash and improving liquidity sustainability. 
[bookmark: _Toc214014910]Short-term and long-term financing options 

[bookmark: _Toc214014936]Figure 10: Financing Options
An efficient working-capital financing requires balancing short-term instruments for operational liquidity with long-term funding to ensure stability (Ismail, 2017). The financing options are provided below. 
	Financing options
	Description

	Short-term financing
	· Trade Credit: This is the most common and cost-effective short-term financing source associated with delaying supplier payments considering agreed terms. It helps in improving liquidity without incurring interest costs but excessive stretching can harm supplier relationships or lead to lost discounts (Hoang, et al., 2019).
· Bank Overdraft: It offers flexible, on-demand funding for temporary cash shortfalls. They are useful for managing seasonal fluctuations but often have higher interest rates and can be withdrawn without notice.
· Revolving Credit Facility (RCF): It is a committed short-term access to capital with a defined limit and maturity (AGUILAR, et al., 2019). Further, it offers flexibility at a predictable fee but requires arrangement charges and contracts.
· Commercial Paper: It is suitable for large and creditworthy firms by offering lower interest than bank loans but is exposed to refinancing and market risk.

	Long-term financing
	· Term Loan: This is a fixed-period bank loan that is used for structural funding or capital expansion (ACCA Global, 2025). They provide stability and typically lower rates than overdrafts but reduce financial flexibility.
· Corporate Bonds or Debentures: Debts help in raising large sums with fixed interest and long maturities associated with long-term investment cycles. Despite this, issuance costs and disclosure obligations are higher.
· Equity Financing: This type of financing raises capital through new share issues leading to strengthening the balance sheet and reducing gearing (Achieng, et al., 2018). However, it results in diluting ownership and is more expensive than debt in terms of cost of capital.
· Retained Earnings: This is concerned with using internally generated profits in the firm to finance operations, avoiding interest costs and maintaining control. However, it limits dividend capacity and may signal fewer growth opportunities.


Therefore, short-term financing helps in ensuring responsiveness and agility to seasonal cash needs but enhances liquidity risk if the market tightens (Zheng, et al., 2025). Whereas, long-term funding provides cost efficiency and stability but is less flexible for day-to-day needs. Considering the improving financial position of General Electronics but still an extended cash cycle of 115 days, an optimal structure would be 70% short-term and 30% long-term instruments. Short-term financing would lead to covering operational fluctuations, whereas, moderate long-term financing would help in securing stable liquidity along with supporting ongoing restructuring (Tarullo, 2019). This hybrid approach can help General Electronics to balance cost-efficiency with resilience and ensure continuous funding for operations without over-reliance on short-term credit. 


[bookmark: _Toc214014911]Strategic Financial Restructuring Plan 
[bookmark: _Toc214014912]Financial restructuring options 
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[bookmark: _Toc214014937]Figure 11: Financial Restructuring
(Source: ACTE, 2025)
Financial restructuring is a process of realigning the firm’s capital structure, operational focus, and asset base for enhancing solvency, profitability, and shareholder value (Mavlutova, et al., 2021). General Electronics is concerned with recent deterioration in profitability, fluctuating cash flows, and moderate liquidity improvement reflecting the need for a balanced strategy assessing both financial and operational inefficiencies, and hence the recommendations are provided below. 
· Equity Injection: A targeted equity injection can be done through a rights issue or private placement that can strengthen the capital base and minimise dependency on short-term debt (Bavoso, 2020). This would help in improving debt-equity ratio and regain the confidence of investors. For example, General Electronics by conducting an equity restructuring in certain divisions can raise fresh equity as well as streamline its balance sheet. This can lead to increasing financial flexibility and signalling long-term confidence to the market considering providing long-term investments and stable credit ratings (Francisca, 2025). 
· Debt restructuring and refinancing: The company can renegotiate the terms of existing loans in order to get lower interest rates and longer maturities. Refinancing the high-cost debt with medium-term instruments will help in minimising the interest burden and improving interest coverage (Hodula and Melecký, 2020). It has been seen that General Electronics employed a similar debt optimisation approach in 2024 by reducing its net debt from £15.8b to £11.9b and improving its interest coverage ratio from -19.7 in 2023 to -4.5 times in 2024 showing the importance of active debt management in turning around cash-negative operations.
· Asset Divestiture and Portfolio Rationalisation: The process of divesting non-core or underperforming assets releases cash to repay debt and invest in core assets (Teng, et al., 2021). General Electronics by planning a divestiture or separation can lead to simplified operations and improve return on invested capital. This can involve selling underutilised fixed assets, minority equity stakes or redundant subsidiaries. Through this, General Electronics would be able to improve liquidity along with enabling management to focus on profitable segments. 
· Strategic Merger or Joint Venture: The firm can focus on partnering with a financially stronger entity that can help in enabling synergies in terms of technology, market access and cost reduction (Attah, et al., 2024). A merger would increase the economies of scale whereas a joint venture would decrease the capital intensity. For example, General Electronics’ partnerships in renewable energy help in demonstrating the revitalised innovation through strategic partnerships without overextending capital.
[bookmark: _Toc214014913]Impact on shareholder value, debt structure, and operational flexibility 
Impact on Shareholder Value: A well-designed restructuring plan can help in maximising shareholder wealth through market confidence and sustainable profitability (Shepherd, et al., 2025). Initially, equity injection results in diluting ownership but effective reinvestment results in enhancing long-term value by strengthening the balance sheet and improving future earnings. Divestitures help in enhancing share price and determine restoration of investor trust and future earnings expectations through strategic realignment (Chen and Feldman, 2018). Similarly, General Electronics will be able to enhance investor sentiment and valuation multiples through restructuring (clear capital allocation and transparent communication). 
Impact on Debt Structure: The debt-equity ratio currently in 2024 is 0.078 indicating that the firm is conservatively leveraged. However, to optimise WACC (Weighted Average Cost of Capital), the company required higher leverage pressures, partial deleveraging, and necessitated refinancing (Gill, et al., 2019). Thus, the firm by replacing short-term, high-cost borrowings with long-term debt can able to minimise refinancing risk and interest leverage and hence improve the interest coverage ratio resulting in better credit standing. 
Impact on Operational Flexibility: It has been seen that joint ventures and divestitures can free management resources and minimise operating complexity leading to enhanced agility. For instance, segmentation in General Electronics can pursue independent strategies and hence increase operational speed and accountability. This could help in attaining faster decision-making, and better focus on high-margin segments by minimising diversification and optimising the portfolio. Moreover, converting illiquid assets into cash helps in allowing more flexible working-capital deployment and strengthens liquidity (Tago and Ponsian, 2024). However, restructuring requires careful execution for preventing a loss of institutional knowledge and workforce disruptions that could offset efficiency gains. 
Therefore, a balanced debt realignment, equity strengthening, and selective asset divestment can help in minimising risk, improving the firm’s valuation, and creating a more agile capital structure to attain sustainable growth. 
[bookmark: _Toc214014914]International and ethical considerations 
Financial restructuring is also based on the international and ethical dimensions that impact both sustainability and compliance.
Taxation: Cross-border operations impact firms in terms of various tax regimes. Effective restructuring needs to consider withholding taxes, tax optimisation, and transfer pricing under international law. A firm needs to focus on ethical tax planning to ensure compliance and transparency with the guidelines of OECD Base Erosion and Profit Shifting (BEPS) (Akinsola, 2025). Thus, General Electronics can focus on intercompany transactions, re-evaluating group structures, and deferred tax liabilities to reduce tax exposure while maintaining integrity. 
Currency and Exchange Rate Risk: While operating internationally, restructuring a firm involves overseas asset sales and foreign-currency loans. Currency depreciation could lead to inflated debt obligations, and to mitigate the same, the management can focus on adopting hedging instruments like options, forwards, or natural hedges by matching costs and revenues in the same currency (Ogundu, 2025). It has been seen that establishing a central treasury can lead to ensuring consistent risk management and limiting volatility in reported earnings.
Inflationary Pressures: Restructuring in a high-inflation environment enhances financing costs and impacts asset values. Thus, the margins can be protected through dynamic pricing strategies and inflation-linked debt instruments (Bahaj, et al., 2023). The inflation clauses can also be undertaken in supplier and customer contracts to safeguard cash flows.
Corporate Social Responsibility (CSR) and Governance: Ethical restructuring includes protecting suppliers, employees, and communities. Mergers or divestitures need to adhere to fair labour practices and environmental standards (Malapur, 2024). The company can incorporate CSR reporting into its restructuring plan, carbon reduction commitments, community impact, and ensure transparency in workforce transitions to enhance the firm’s global competitiveness and long-term reputation.


[bookmark: _Toc214014915]Investment Appraisal and Capital Budgeting
Investment appraisal is one of the important areas of decision-making for companies as it involves potential investments to determine the viability and profitability of a project and gain certain benefits by achieving the set goal (ACCA Global, 2025). There are various methods of investment appraisal used by companies in order to assess economic viability, which include payback period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI), and Internal Rate of Return (IRR). This analysis reviews three proposed investment projects as the firm faces capital rationing, with a maximum available investment of £60 million.
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[bookmark: _Toc214014938]Figure 12: Calculations of Investment Appraisals
[bookmark: _Toc214014916]Payback Period 
Payback period refers to the potential time taken by a particular investment to recoup its initial investment value and hence reach the breakeven point (CFI, 2025). In the case of Project A, the initial investment is £40 million and the cumulative cash flows are £10 million in Year 1, £12 million in Year 2, £14 million in Year 3, £10 million in Year 4, and £8 million in Year 5. The cumulative cash flow at the end of Year 3 is greater than the original investment, implying that the payback period is about 3.4 years. On the other hand, Project B, which has an initial investment of £30 million, has cash inflows of £6 million every year, and the overall payback is in Year 5. This makes Project B have a Payback Period of 5 years, which is the highest of the three projects. Project C requires an initial investment of £50 million, and the cumulative cash flows of the project are £5 million, £10 million, £20 million, £25 million, and £15 million in Years 1, 2, 3, 4, and 5, respectively. The cumulative cash flow shows that the investment has made up more than the initial investment by the end of Year 4, and hence the Payback Period is 3.6 years. Thus, Project A will have the shortest payback period.
[bookmark: _Toc214014917]Accounting Rate of Return
Accounting Rate of Return provides the calculations of the profitability of a project by reflecting the potential return and helps compare accounting profits of different projects while making investment decisions (Vipond, 2025). It measures the annual average rate of profit as a percentage of the initial investment. Project A will have an ARR of 54%, which would be the average profit of £10.12 million per year compared to the initial investment of £40 million. On the other hand, Project B offers a constant cash flow of £6 million a year and therefore it offers an ARR of 40% as compared to Project A. However, Project C has an ARR of 60%, the largest among the three projects. It has a high ARR, which indicates that it yields maximum profit as compared to the investment. Project A and Project B are close to each other with ARR of 54 and 60, respectively. This clearly indicates that Project C is the most profitable venture based on the returns per year.

[bookmark: _Toc214014918]Net Present Value 
Net Present Value helps measure the investment profitability by subtracting the present value of future cash outflows from the cash inflows, and therefore, its positive value indicates a profitable venture (AFP, 2025). The difference between the current value of cash outflows and inflows at the required rate of return by the company, which is 10%, has been analysed for different values for each project. Project A has a positive NPV of £1.32 million, indicating that it will be beneficial to the firm. On the other hand, Project B has a negative NPV of -£7.26 million, which implies that the project will destroy value and hence, it is not advisable. Project C has the best NPV of £4.23 million, and this is an indicator of a big value addition to the company. The high NPV value shows that Project C offers the best returns in terms of profitability relative to the time value of money. The NPV of Project B is negative, which is why it is the least viable option to be invested in because it does not generate any value to the company.
[bookmark: _Toc214014919]Profitability Index
Profitability index measures the value a project will create for each unit of the invested currency, and the measurement over 1 defines a profitable project (Bajaj Finserv, 2025). In the case of Project A, the PI stands at 1.03, which is calculated by taking the present value of inflows (£41.32 million)/ initial investment (£40 million). The PI of project B is 0.76, and this falls short of 1, reflecting that it will not be a profitable venture considering its price. On the other hand, Project C has a PI of 1.08, indicating that it has the highest value per pound of investment. Therefore, Project A is profitable with a PI of 1.03, whereas Project B has the lowest PI, which substantially proves that it should not be included in the list of viable investment projects.
[bookmark: _Toc214014920]Internal Rate of Return 
The internal rate of return shows the estimation of the investment's profitability by reflecting the discount rate when the net present value of cash flows of an investment becomes zero (ACCA Global, 2025). It has been analysed that Project A has an IRR of 1.21% which is much lower than the required rate of return by the company, which is 10%, and therefore, not as appealing as it has a positive NPV. The IRR of project B is negative, amounting to -9.09%, and it means that the project will not result in sufficient returns to justify the investment at all, and, therefore, it should be rejected. Project C has an IRR of 2.47%, and this is not high enough to be defined as 10% but is higher than Project A. However, Project C is the most preferable one since it provides the most optimal ratio of profitability and value creation.
[bookmark: _Toc214014921]Recommendations 
It has been found that, considering a capital rationing limit of £60 million, the company needed to make choices out of the three respective projects to invest, as these projects reflect different measures. The analysis revealed that Project A needs an investment of £40 million, Project B needs an investment of 30 million, while Project C reqiures an investment of £450 million. In case the company had to do two projects, the total cost of Project A (£40 million) and Project C (£50 million) would be more than the budget (£60 million). Thus, the company is not in a position to invest in more than one project. With the analysis, Project C will be the most desirable investment, though not the most advantageous due to its lower IRR, but because of the excellent NPV, PI, and ARR. Project C is the most valuable and profitable project and therefore the most suitable project within the existing budget limits.
This investment appraisal in terms of the Payback Period, ARR, NPV, PI, and IRR indicates that Project C is the best investment choice General Electronics should make. It has the best payoff in terms of money and value generation, hence it is the most effective to guarantee the long-term financial sustainability and development of the company. Though Project A has a positive NPV and good profitability as well, it has a lower NPV and IRR than Project C, which ranks it as a secondary alternative. Project B should not be accepted because of its adverse NPV, low PI, and low IRR, which demonstrate that it will not be financially beneficial to the company. Therefore, Project C is finally recommended to be prioritised in order to maximise the company’s returns and secure future profitability.
Also, the implication of the current financial performance and positioning of General Electronics even reflects it as the best option, as it is financially struggling. Project C has the best NPV (£4.23 million) and ARR (60%), states that it will give good returns as well as provide the best value out of the investment. Also, the PI of 1.08 of Project C implies that each pound invested results in good profitability. The 3.6 years of Payback Period is not as short as in Project A but this is not too bad, considering that the company requires a long-term and sustainable solution. Project C has a more manageable cash flow volatility as compared to Project B, which has a negative IRR and NPV, indicating a greater risk of loss. Although the IRR of Project C is comparatively low, this project poses the lowest financial risk because of its positive indicators of profitability and the potential for value generation, which is consistent with the financial rejuvenation objective of General Electronics. Thus, Project C provides the most solid investment opportunity, and it has the most appropriate risk and payoff mix.


[bookmark: _Toc214014922]Conclusion 
It has been analysed that General Electronics is encountering serious financial challenges, and its ratios of profitability are falling, including the net profit margin and ROE, indicating poor cost control and increased financial difficulties. The liquidity ratios also indicate a worrying decrease, which points to the possible cash flow issues that may limit the company in terms of fulfilling its short-term liabilities. The cash operating cycle is slightly better in 2024, but there are still inefficiencies in the company, in terms of inventory and receivables, which tie up capital and make liquidity worse. The suggested restructuring proposal reflects equity injections, debt refinancing, and asset selling to enhance the liquidity and make the company more profitable. These plans will help the firm to improve its profitability and share price in the long run. Lastly, the three prospective projects analysed showed that the best returns are realised on Project C, which has the best NPV, ARR, and PI, although with a lower IRR. Taking into consideration the capital rationing constraint of the company, Project C is the feasible one.
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Financing options


Short-term financing


Long-term financing


Efficiency Ratios

Receivables turnover days	2024	2023	2022	2021	2020	105.54228004021485	97.744929921490183	75.552675167802548	78.396473083533635	76.857950478297653	Inventory turnover days	2024	2023	2022	2021	2020	103.11898107766524	99.783042270445378	131.04081350410669	114.51887135837381	100.26127675492218	



Gearing ratios

Debt-equity ratio	2024	2023	2022	2021	2020	7.8103262466934456E-2	8.8329979879275655E-2	7.1846381973577345E-2	6.382338765496523E-2	5.5789799585701925E-2	Interest Coverage Ratio	2024	2023	2022	2021	2020	-4.5513240107110979	-19.690904893813482	6.6127272727272723	41.083038869257948	26.20745428973277	



Investment Ratios

Return on equity	2024	2023	2022	2021	2020	-0.1569445805166389	-0.54906103286384977	1.5163595448685946E-3	1.9210071426241804E-2	0.1231148320624575	Earnings per share	2024	2023	2022	2021	2020	-1.8542325796743575	-7.6420070011668608	3.2039675667165236E-2	0.39368733754177498	2.77636219678975	



Cash flows

Operating cash flow ratio	2024	2023	2022	2021	2020	9.3637667334213567E-2	0.15631593317943754	5.0472807232310728E-2	0.18581833781545942	0.40884630382708487	Cash flow margin	2024	2023	2022	2021	2020	3.7535548864335661E-2	5.9911001600639308E-2	2.0130778202159E-2	6.6959551331278816E-2	0.11939871152469578	



Profitability Ratios

Gross profit ratio	2024	2023	2022	2021	2020	0.28868083640811487	0.23203324002216635	0.28059275800505207	0.28759212901552855	0.28674432224897506	Net profit ratio	2024	2023	2022	2021	2020	-6.0851551994408414E-2	-0.23364577114901167	7.4988346405626153E-4	8.8114733661124791E-3	6.2751350296089026E-2	#REF!	2024	2023	2022	2021	2020	1	



Liquidity Ratios

Current Ratio	
2024	2023	2022	2021	2020	1.5319506478574272	1.6062935934668752	1.5615804280441441	1.5551947303113194	1.8207509330956493	Acid test ratio	
2024	2023	2022	2021	2020	1.0306271360974408	1.0585176359619728	0.9140123710578224	0.93491307135575474	1.1498690880730877	
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Altman Z-Score of General Electronics

Particulars Formula 2024 2023 2022 2021 2020
Working Capital(£m) Current Assets- Current Liabilities 84203 97703 121567 120359 147333
Total Assets (£m) 323354] 355872 504163 510348 510290
Retained Earnings (£m) 208431 232460 330698 330291 324990
Operating Profit or EBIT (£m) -15297] -85301 14548 23253 37267
Matket value of Equity (£m) 344697 336938 326839 314094] 302084]
Total Liabilities (£m) 170249 176952 235757 234399 196989
Revenue (£m) 394879 420457 542751 601602 614680
Working Capital to Total assets ratio (A) 0260 0275 0241 0236 0289
Retained Earnings to total assets ratio (B) 0.645 0.653 0.656 0.647] 0.637]
EBIT to total assets ratio (C ) -0.047 -0.240 0.029 0.046 0.073
Matket value of Equity to total liabilities ratio (D) 2.025 1.904 1.386 1.340 1.534
Sales to Total assets ratio (E ) 1.221 1.181 1.077 1179 1.205
Z Score=
Z Score 1.2A+1.4B+3.3C+0.6D+1.0E 3.49] 2.78] 321 3.32 3.60]
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Pro;

ject A

Years |Cash flows (£m)Discount rate (10%)Present values (£m) [Cumulative cash flows (£m)
0 -40 1 -40 -40
1 10 0.909 9.09 -30
2 12 0.826 9.92 -18
3 14] 0.751 1052 4
4 10 0.683 6.83 6
5 3 0.621 4.97] 14]

PBP 3.40[years
ARR 54.00%

NPV 1.32|million
PI 1.03

IRR 121%
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Project B

Years |Cash flows (£m)Discount rate (10%)Present values (£m) [Cumulative cash flows (£m)
0 -30 1 -30 -30
1 6 0.909 545 24
2 6 0.826 4.96 -18
3 6 0.751 4.51 12
4 6 0.683 4.10 -6
5 6 0.621 3.73 0

PBP 5.00[years
ARR 40.00%

NPV ~7.26|million
PI 0.76]

IRR 9.09%
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Pro;

ject C

Years |Cash flows (£m)Discount rate (10%)Present values (£m) [Cumulative cash flows (£m)
0 -50 1 -50 -50
1 5 0.909 4.55 45
2 10 0.826 826 -35
3 20 0.751 15.03 -15
4 25 0.683 17.08 10
5 15 0.621 931 25

PBP 3.60|years
ARR 60.00%

NPV 4.23|million
PI 1.08

IRR 2.47%
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Profital

Ratios of General Electroni

Formula 2024 2023 2022 2021 2020
Gross profit (£m) Gross Profit ratic 113994 97560 152292| 173016| 176256
Revenue (£m) (Gross Profit/ 304879| 420457| 542751 601602| 614680
Gross profit ratio Revenue)*100 28.9% 23.2% 28.1% 28.8% 28.7%
Net profit (£Em) -24029| -98238 407 5301 38572
Revenue (£m) Net Profit ratio= (Net | 394879| 420457| 542751| 601602 614680
Net profit ratio Profit/ Revenue)*100 | -6.09%)| -23.36% 0.07% 0.88% 6.28%
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ity Ratios of General Electronics

Particulars 2024 2023 2022 2021 2020
Current Assets (£m) 242494| 258851| 338040| 337146| 326843
Current Liabilities (£m) 158201| 161148| 216473 216787| 179510
Current Ratio Current Liabilities 1.532 1.606 1.562 1.555 1.821
Quick Assets (£m) Acid test rati 163139 170578| 197859| 202677 206413
Current Liabilities (€m) | (Current Assets- 158201| 161148| 216473| 216787| 179510
Acid test ratio inventories)/Current 1.031 1.059 0.914 0.935 1.150
Inventories (£m) Liabilities 79355 88273| 140181| 134469 120430
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Efficiency Ratios of General Electronics

Particulars Formula 2024]  2023]  2022] 2021] 2020
Accounts Receivables (€m) | Receivables turnover days= | 114182 112596 112346 129215 129433
Sales (£m) (Accounts 304879 420457| 542751] 601602 614680
Receivables turnover days | Receivables/Sales)*365 106 98 76 78] 77
Tnventory (£m) 79355 88273| 140181] 134469] 120430
Cost of sales (£m) Inventory turnover days= 280885| 322807] 390450] 428586] 438424
Inventory turnover days | (Inventory/Cost of Sales)*365 103 100} 131 115 100}
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Gearing ratios of General Electronics

Particulars Formula 2024 2023 2022 2021 2020
Long term Debt (£m) Debt-equity ratio= 11958 15804 19284 17612 17479
Equity (£m) Lonng-term debt/ 153105| 178920| 268406 275949 313301
Debt-equity ratio Equity 0.078] 0.088| 0.072 0.064] 0.056
EBIT (£m) Interest Coverage -15297| -85301 14548 23253 37267
Interest (£m) Ratio= EBIT/ 3361 4332 2200 566 1422

‘age ratio Interest -4.551| -19.691 6.613| 41.083| 26.207
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Investment ratios of General Electronics

Particulars Formula 2024 2023] 2022 2021] 2020
Net profit (£m) 24029 98238 407]  5301] 38572
Sharcholders Equity (£m) Return on equity= (Net profit/ | 153105 178920 268406] 275049 313301
Return on equity Sharcholders Equity)*100 | -15.69%| -54.91%| 0.15%| 1.92%| 12.31%
Net profit (£m) Earnings per share= Net profit/ | _-24020| 98238 407]  5301] 38572
Weighted average shares outstanding Weighted average shar 12050|  12855] 12703] 13465] 13893
Earnings per share outstanding -1.85]  7.64 0.03 039 278
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Cash flow Ratios of General Electronics

Particulars Formula 2024 2023] 2022 2021] 2020
Operating cash flow (fm) | Operating cash flow ratio= 14822]  25190] 10926] 40283] 73392
Current liabilities (£m) Operating cash flow/ Current | 158201] 161148] 216473| 216787 179510
|Operating cash flow ratio liabilities 0.094]  0.156] 0.050] 0.186] 0.409
Operating cash flow (£m) 14822]  25190] 10926] 40283] 73392
Net sales (£m) Cash flow margin= Operating | 394879 420457| 542751| 601602 614680
Cash flow margin cash flow/ Net sales 3.75%| 5.99%| 2.01%| 6.70%| 11.94%
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Accounts Payables (fm) | Payables tunover 72031] 57033 71373] 92707 83229
Cost of sales (£m) days=(Accounts | 280885 322807| 300459| 428586| 438424
Payables turnover days | Payables/Cost of 9 64 67 79) 69





