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[bookmark: _Toc214577421]Introduction
General Electronics is a leading consumer electronics player in the world and has been struggling with severe financial issues over the past five years. Nevertheless, the company’s performance has been experiencing a slow decline in the performance with a decrease in its net sales of PS614.68 million in 2020, reducing to PS394.88 million in 202,4, despite being the market-leading company. This downturn is not merely a downward-moving revenue but a hoarding of inefficiencies in the operations, as can be gauged through the increasing operating expenses and the deteriorating profitability. One such area is the operating losses, which now amount to PS85.3 million in 2023 and PS15.3 million in 2024, as compared to PS23.3 million in 2021, which is a profit. Moreover, the balance sheet of the company also shares a worrisome tendency of the growth of liabilities, with total liabilities rising in 2020 to PS196.99 and in 2024 to PS170.2,5, only to deteriorate the financial situation.
It is a severe business time, and hence, to launch the turnaround strategy of the company, the Board of Directors has employed a new Chief Financial Officer (CFO). This report aims to discuss the financial performance of General Electronics over the past five years and uncover the underlying cause, and provide a proper turnaround strategy. Its primary areas of interest will be the financial health assessment, working capital, strategic financial restructuring, and investment appraisal.
A thorough study of the financial statements of the company (It will include the income statement, balance sheet, and cash flow statement) will be carried out. To measure the default risk in this analysis, ratio analysis, trend analysis, and corporate failure prediction models, such as the Altman Z-Score, shall be involved. In addition, critical working capital management audit will be done to improve the level of liquidity and efficiency. On the part of strategies, recommendations will be made on potential divestitures or mergers, or infusing of equity as a way of restoring financial soundness and shareholders’ wealth. And lastly, the investment appraisal section will involve deliberation of the potential investment projects using the approaches of Net Present Value (NPV), Internal Rating of Return (IRR), and Payback Period (PBP) (Altman, 1968).
The turnaround strategy would be created in consideration of the short-term financial concerns and long-term sustainability, where global scalability and ethical considerations will be at the forefront.
1. [bookmark: _Toc214577422]Financial Health Check 
Overview of General Electronics' Financial Performance
General Electronics is a multinational corporation in the globe that handles consumer electronics industry, but the corporation has been facing severe financial issues in the past five years, as observed in its financial statements. The economic performance of the company has increased steadily in the period between 2020 and 2024, and the key indicators show a decrease in its profitability, liquidity, and efficiency. Even though it registered net sales exceeding PS614 million in 2020, it made sales of PS394.88 million in 2024. This decline in sales is accompanied by growing operating losses, with General Electronics failing to control its expenses and declining demand in the market.
The analysis of the number of fundamental trends and identified financial weaknesses to overcome appears in the firm’s income statement, balance sheet, and cash flow statement. The main issues are profitability, liquid, and efficiency since the company has made net losses over the last few years, and the value of the loss in 2024 is alarming because it has 24.03 million PS. The report would then perform a comprehensive financial health check that includes ratio analysis, where the trends would be identified, and the corporate failure prediction models would then be used to determine whether the company can become problematic in the future (Atrill, 2019).
1. Ratio Analysis
1.1 Profitability Ratios
Gross Profit Margin
Formula: 
The 2024 Gross profit of General Electronics is 113.99 million, and the Net Sales are 394.88 million, which approximates a Gross Profit Margin of around 28.9. This is a colossal decline compared to 2020, when the gross profit margin was 28.6 and the company lost the element of profitability. This indicates that the margin is going down over the years, meaning that it is increasing the costs of production, yet the sales have not matched the same.
Operating Profit Margin
Formula: 
The operating income is in loss by 2024 of £15.3 million, and the operating margin is at -3.9% as the net sales stand at 394.88 million. This is a considerable change from 2020 when the margin was 6.1. This means that the efficiency of the General Electronics company in terms of performance has been dramatically undermined and the cost of running of this company such as salaries and administration cost are increasing.
Net Profit Margin
Formula: 
In 2024, the net loss of the company increased to 24.03 million pounds, resulting in a negative net profit margin of -6.1. It is an extreme worsening of a profit of £38.57 million (net profit margin of 6.3) in 2020.
1.2 Liquidity Ratios
Current Ratio
Formula: 
In 2024, General Electronics has PS242.49 million in current assets and PS158.29 million in current liabilities’ which present it with a PS242.49 permanent Current Ratio of 1.53. Though the current ratio exceeding one indicates that there i liquidity, it is a decline compared to 2020, when the company had a current ratio of 1.82,82 and may have trouble paying short-term dues.
Quick Ratio
Formula: 
A lower figure of the quick ratio of 2024 compares with 1, indicating that General Electronics has insufficient liquid assets (ending with inventories) to clear current liabilities. This is a sign of the liquidity strains and could possibly be a sign of difficulties in converting assets into money in the nearest future.
1.3 Efficiency Ratios
Inventory Turnover Ratio
Formula: 
The average inventory in the year 2024 will be PS79.36 million, and the cost of goods sold will be PS280.89 million. This is a 3.54 times inventory turnover compared to 2020, of 4.16 times inventory turnover. This may mean that the company is moving its inventory at a low rate, and this can easily tie up capital and may result in reduced profitability.
Receivables Turnover Ratio
Formula: 
The 2024 accounts receivable of the company is: 114.18 million, and the ratio of receivables turnover is 3.46 times. It is an increment over 2020, yet the direction is towards indicating that the company has a better ability to collect outstanding receivables.
1.4 Gearing Ratios
Debt-to-Equity Ratio
Formula: 
Total liability at General Electronics in 2024 is PS170.25 million, and shareholders’ equity is PS153.11 million, therefore giving 1.11 debt to equity. It implies that the leverage is insignificant and may bring the business closer to the risk of an increase in economic recessions. This is more deteriorated than in 2020 when the ratio was 0.63.
1.5 Cash Flow Ratios
Operating Cash Flow Ratio
Formula: 
General Electronics has a current cash flow ratio of 0.094 given the fact that their operating cash flow is 14.82 million and current liabilities are 158.29 million. This low ratio implies that the company is not generating adequate cash due to its operations to offset the short-term liabilities of the company, which would strongly warn about its liquidity position (Brigham, 2016).
2. Trends, Strengths, and Threats
2.1 Trends
Declining Revenues and Profitability: General Electronics has been experiencing a steady decline in the revenue during the past five years. Its net this year is PS394.88 million, compared to PS614.68 million last year. This is correlated with a steady reduction of net profit margins and operating income.
Increased Operating Losses: No longer profitable (in 2020, the net income of the company was PS38.57 million), the company suffered an operating loss and net loss in 2024 (a net loss of PS24.03 million). This is exaggerated by a rising operation cost and declining margin of sale (Mubyarto, 2020).
2.2 Strengths
Adequate Liquidity Position: Current ratio of the company is 1.53 and the company does not have much time to cover its current liabilities. However, it is low as compared to past years.
Asset Base: 24.04 million of intangible and 34.21 million of property, plant and equipment would remain a good asset to the company. It is an amount that makes it gain some level of operating room (Allen et al., 2011).
2.3 Threats
Growing Debt Levels: The squeeze on the debt-to-equity ratio shows that the company still tends to rely more on debt. Its debt structure in 2024 indicates a worrying trend, especially given that its profitability has declined, since the company has a ratio of 1.11.
Cash Flow Supplies: The net income of 2024 has shown that its operating cash flow ratio is low, implying that General Electronics is having extreme cash flow problems. This poses a threat to the sustainability of the company to run or invest in new development opportunities.
Inventory and Receivables Turnover Explosion: Both the Inventory and Receivables turnover ratios are increasing, which means that General Electronics might be operating with inefficiency, which would further strain its liquidity (Collier, 2015).
3. Corporate Failure Prediction Models
3.1 Altman Z-Score
The reason is that the Altman Z-Score is a popular procedure to forecast the probability of the bankruptcy. The formula for the Z-Score is:

Using the financial data for 2024:
· Working Capital/Total Assets: 
· Retained Earnings/Total Assets: 
· EBIT/Total Assets: 
· Market Value of Equity/Total Liabilities: 
· Sales/Total Assets: 
Calculating the Z-Score:

The Z-Score of 2.82 indicates that the company is moderately in danger of turning into a financial distress, and it will probably go bankrupt in the next two years unless its modern tendencies are altered (Drury, 2013).
[bookmark: _Toc214577423]2. Working Capital Management Analysis 
1. Cash Operating Cycle Assessment
The cash operating cycle is a highly significant ratio that will be used to determine the efficiency in the management of the working capital of General Electronics. The cycle indicates the length of time the company takes to turn its investments in inventory and receivables into cash. A shorter cash cycle normally indicates efficiency of capital.
To compute the cash operating cycle, the following aspects must be considered:
Days Sales Outstanding (DSO): The average days that the business takes to collect the bills.
Formula:

For 2024:

It is better than 2020, when DSO was 116.3 days. Nevertheless, the lengthy collection period remains a sign of inefficiency in managing receivables.
Days Inventory Outstanding (DIO): This is the number of days on average that it takes General Electronics to sell the inventory.
Formula:

For 2024:

It is an improvement over 2020 when the DIO stood at 118.4 days, but at any rate, it indicates that a better inventory turnover is possible.
Days Payable Outstanding (DPO): This is the average number of days that the company can take to pay its suppliers.
Formula:

For 2024:

DPO stands at a better position today compared to 2020, with 82.4 days, indicating that General Electronics is efficiently using its payables to a ratio, slightly decreasing the time of payment to creditors, which also has a positive effect on the short-term liquidity.
Cash Operating Cycle Formula:

For 2024:

This shows a slight improvement from 2020, when the cash operating cycle was 122.3 days. Although the company has improved slightly, the cycle remains quite long, meaning that the company is tying up significant capital in its working capital cycle. A prolonged cash operating cycle may indicate inefficiencies in managing cash flow and could lead to liquidity challenges, as evident from the declining cash reserves in 2024 (Zutter & Smart, 2019).
2. Strategies to Improve Liquidity
To increase the liquidity and handle the working capital more adequately, General Electronics can implement the following actions:
Faster Receivables Collection
General Electronics should target the reduction of days of receivables. The approaches it can take can include improvement of policies related to credit control, offering early payment discounts to its customers, or restriction of credit terms to new customers. Invoices and follow-ups could be automated to facilitate the collections process and reduce delays, as well as maximize cash flow.
Inventory Management Optimization.
General Electric should strive to reduce the time spent on the shelves storing the items. This can be achieved by better demand forecasting, a just-in-time (JIT) inventory, and an enhanced relationship with the suppliers, to reduce the number of stocks and quick turnover of stocks. General Electric can also promote sales of stagnant inventory by discounting or offering it together with the stagnant products (Blomqvist, 2025).
Negotiating Better Payment Terms
General Electronics can also prolong its payment terms to suppliers because this will not make any difference to the relationship between them and the suppliers. This would be very useful, especially when the company enters longer terms with its key supplier without being penalized.
Mitigating Non-Essential Expenditure.
Implement cost-cutting strategies to focus on core operations and reduce unnecessary expenses. The latter entails developing a summary of all the operating expenses, saving on the use of energy, and eliminating expenses that are costly to maintain.
3. Short-term vs. Long-term Financing Options
Short-Term Financing
General Electronics also has an option to prolong the terms of payment to suppliers, to manage the cash more effectively. This would aid in the short-term liquidity, but excessive use would strain the relationship with the suppliers. The company would also be tempted to use more of the short-term lines of credit. General Electronics lines of credit. In 2024, the lines of credit stood at PS36.96 million at the company.
Long-Term Financing
One of the methods through which the company can raise capital is by issuing new equity. This would potentially water down the existing stockholders but would create a lot of much-needed liquidity without incurring debt. Nonetheless, equity markets cannot be good all the time, and the decision to issue new shares may occur to the detriment of the stock price if investors may view that a company is in financial distress. General Electronics can consider issuing long-term bonds to raise capital. This would provide the company with a single amount of money, and this can be repaid over a very long period. However, the company has a high debt-to-equity ratio, so this alternative can improve financial leverage, which may become problematic when the company does not make profits (Hofstede, 2011).
[bookmark: _Toc214577424]3. Strategic Financial Restructuring Plan for General Electronics 
1. Recommended Financial Restructuring Options
1.1 Divestiture of Non-Core Assets
The company must begin the exercise of restructuring by rational selling of the non-core holdings. General Electronics has various other resources; in 2024, the resources include house, plants, and equipment with a value of 34.21 million. The sale of non-core or non-performing business units will be able to provide the required capital immediately, reduce the complexity of their business functioning, and allow the company to focus on its niche, which is high-end consumer electronics (Ross et al., 2008).
Benefits:
The sale of assets helps the company refer to General Electronics to have finances to pay its current liabilities of 158.29 million in 2024, because asset sales will help it to settle the short-term liquidity pressure. The sale would aid in streamlining the operations, and General Electronics would focus on the profitable aspects. This would make it more profitable and maybe gain market share in huge segments.
Risks:
Selling off non-core divisions could reduce the overall income, especially where the divested departments made income during the previous period. Financial strain may be an indicator of the sale of assets in the market that will come at a cost to the investor’s confidence and the worth of the stock (Koller et al., 2010).
2.2 Merger or Acquisition
General Electric might find a merger or acquisition a revolution. The business requires working volume, capital inflow, and technological development to restore growth. General Electronics can, through synergies, enter new markets, increase its production volumes, and reduce its operational costs by either merging with a stronger competitor, regarding financial power, or by acquisition. The company is overleveraged with a debt-to-equity ratio of 1.11, which can be taken advantage of in a merger since there is a high chance of the company and better access to capital and better terms of credit, which would be offered by the acquiring company.
Benefits:
By purchasing a complementary organization, a considerable cost reduction will be achieved, such as a reduction of operation costs since the standard facilities will be shared in terms of manufacturing process and distribution channel. The other one is that a merger will give an opportunity to enter new geographical markets and enhance the market position of General Electronics, especially in such regions as mobile devices, home electronics, and smart appliances.
Risks:
Mergers are not that simple, and risks may be linked to the conflict of culture, the system of business integration, as well as the preservation of customers. By way of time, in case the company financed the merger using debt, there could be the likelihood that the company would have increased leverage that could worsen its financial standing in case not managed with proper care (Hütten & Sessar, 2011).
2.3 Equity Injection
Equity injection is another restructuring measure that can be applied because it will give General Electronics the necessary capital to remove the liquidity issues and reduce its reliance on debt. 344.7 million is the paid-in capital of the company, and the new share issue will assist it greatly in improving its financial outcomes.
Benefits:
The infusion of equity would boost the cash resources, and it would aid the company to clear the current liabilities, including the short-term lines of credit, like the 36.96 million. With the augmentation of equity support, General Electronics would have a greater opportunity to reduce the debt-to-equity ratio, which would make the company less unattractive to creditors and investors.
Risks:
The dilution of the holdings of the current shareholders of the company will result from the issuance of new shares, and consequently, low investor confidence and volatility of shares issued will be experienced (Shahab et al., 2019). 
3. Evaluation of the Impact on Shareholder Value, Debt Structure, and Operational Flexibility
3.1 Impact on Shareholder Value
Even though the sale of non-core assets may provide immediate finances and a reduction in debt, the loss of revenues is possible in the short term. However, the move to target profitable subsets with high margins is likely to enhance the long-term shareholder value because it will reduce the firm to a leaner and more efficient firm. In case General Electronics consolidates or is acquired by another firm whose assets are complementary to those of the company, in that case, there would be a high likelihood of shareholder value increasing dramatically due to a better position by the forces of economies of scale and better market shares (Tracy, 2024).
3.2	Impact on Debt Structure
The non-core asset sale would provide funds to settle the debts, thus improving the debt equity ratio of General Electronics to 1.11 in the year 2024. It will also reduce the cost of interest, and the company will enjoy better financial disposal by minimizing debt usage in the company. It is a fact that mergers are likely to place the merged company in a position of assumed higher amounts of debt. Still, they also come with opportunities for stronger credit ratings that can help them manage their financial leverage effectively (Ahn, 2024). 
3.3	Operational Flexibility Impact.
Reorganizing operations that would concentrate on the core business areas will make General Electronics more agile. This increases operational flexibility, considering that the company can allocate resources (better) in an area where it is growing. A successful merger would assist in streamlining the company to be more functional, by making the company more pliable in the market, reducing costs as well and the company will be better placed to serve the market dynamics. However, there exists a risk that operational flexibility may be reduced short run during the integration process (Lazonick & O’Sullivan, 2000). 
4. International and Ethical Considerations
4.1 Taxation
General Electronics is a multinational, and the tax implications of the restructuring strategy should have been considered in the different jurisdictions. These divestitures, mergers, and equity injections may all lead to various tax requirements, particularly in capital gains, foreign tax credit, and transfer pricing. General Electronics needs to assess the implications of this so that it can minimize tax payments and make the most of the restructuring process (Le Grand, 2019).
4.2 Currency Risk
General Electronics is a global player and is subjected to currency exposure, particularly where there is international holding in terms of assets or mergers or equity investors. Depreciation can also be considered as having some effect on international transactions, and therefore, it should be of importance that the company adopts hedging methods or establishes mergers with companies that operate on comparatively stable currencies.
4.3 Inflation
The profitability will endanger the inflation and especially in the countries that have volatile inflation rates. Inflation is one of the factors that General Electronics should consider when looking to mergers or acquisitions, since the cost base is going to weigh up. Inflation can affect the wages of merchandise sold, compensation, and investment in workers (Ndonye, 2021).
4.4 Corporate Social Responsibility (CSR).
The restructuring process should look at the ethical issues, such as CSR. General Electronics should ensure that any merger, divestiture, or equity transaction achieves its CSR goals. This includes integration of respect for labor rights, sustainable production processes, and the environment (McLaney, 2005).  
[bookmark: _Toc214577425]4. Investment Appraisal and Capital Budgeting for General Electronics
Being the Chief Financial Officer (CFO) of General Electronics, a corporation struggling with financial turmoil, one of the most important tasks is to evaluate possible investment opportunities that will help this company recover and develop over time. The performance of General Electronics has also weakened in the last five years, as net sales have declined to 394.88 million in 2024, compared to 614.68 million in 2020, and a net loss of 24.03 million was registered in 2024. The company now needs to select one of the three proposed projects of investment projects to help maximize its capital investment and has a limitation of 60 million to invest (Modigliani & Miller, 1958).
These proposed projects include:
Project A: Cash inflows £10 million, £12 million, and £14 million, and cash outlay: £40 million, within five years.
Project B: The initial investment would be a sum of £30 million with a cash inflow of 6 million in the five years.
Project C: An initial investment of £50 million, net cash inflows of £5 million, £10 million, and 20 million, and 25 million, as well as 15 million in the five years.
Since there is a capital rationing constraint, and there is a need to focus on investments that enhance profitability and liquidity, the given section would utilize major techniques of the investment appraisal: Payback Period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI), and Internal Rate of Return (IRR) to analyze the aforementioned investments. As a result of the findings, a recommendation will be provided, based on the present financial position of the company and the risk profiles of the individual projects (Pandey, 2017).
1. Investment Appraisal Techniques
1.1 Payback Period (PBP)
Payback Period (PBP) is a simple way of determining the time rate for an investment will pay back its original expenses. The PBP formula is the sum of cash inflows over the time the investment is recovered.
· Project A:
· Initial investment: £40 million
· Year 1 inflow: £10 million
· Year 2 inflow: £12 million
· Year 3 inflow: £14 million
· Year 4 inflow: £10 million
· Year 5 inflow: £8 million
Cumulative inflows:
· Year 1: £10 million
· Year 2: £10m + £12m = £22m
· Year 3: £22m + £14m = £36m
· Year 4: £36m + £10m = £46m
PBP = 4 years (approximately, as the initial £40 million is fully recouped within four years).
· Project B:
· Initial investment: £30 million
· Annual inflows: £6 million
Cumulative inflows:
· Year 1: £6 million
· Year 2: £6m + £6m = £12m
· Year 3: £12m + £6m = £18m
· Year 4: £18m + £6m = £24m
· Year 5: £24m + £6m = £30m
PBP = 5 years (as the £30 million is fully recouped by the end of Year 5).
· Project C:
· Initial investment: £50 million
· Year 1 inflow: £5 million
· Year 2 inflow: £10 million
· Year 3 inflow: £20 million
· Year 4 inflow: £25 million
· Year 5 inflow: £15 million
Cumulative inflows:
· Year 1: £5 million
· Year 2: £5m + £10m = £15m
· Year 3: £15m + £20m = £35m
· Year 4: £35m + £25m = £60m
PBP = 4 years (the investment is recovered by the end of Year 4).
Summary of Payback Period:
· Project A: 4 years
· Project B: 5 years
· Project C: 4 years
1.2 Accounting Rate of Return (ARR)
The ARR is a profitability ratio that determines the average yearly net on the investment as a percentage of the original investment.
· Project A:
· Total inflows over 5 years: £10m + £12m + £14m + £10m + £8m = £54m
· Average annual inflows: £54m / 5 = £10.8m
· ARR = £10.8m / £40m = 27%
· Project B:
· Total inflows: £6m × 5 = £30m
· Average annual inflows: £30m / 5 = £6m
· ARR = £6m / £30m = 20%
· Project C:
· Total inflows: £5m + £10m + £20m + £25m + £15m = £75m
· Average annual inflows: £75m / 5 = £15m
· ARR = £15m / £50m = 30%
Summary of ARR:
· Project A: 27%
· Project B: 20%
· Project C: 30%
1.3 Net Present Value (NPV)
The NPV is calculated by calculating present value of inflows of cash in future against the initial investment at a 10% discount rate.
· Project A:
· Cash inflows: £10m, £12m, £14m, £10m, £8m
· NPV = Σ (Cash inflow / (1 + 0.1) ^t) - Initial investment
· NPV ≈ £10m / (1.1) ^1 + £12m / (1.1) ^2 + £14m / (1.1) ^3 + £10m / (1.1) ^4 + £8m / (1.1) ^5 - £40m
· NPV ≈ £9.09m + £9.92m + £10.54m + £6.83m + £4.97m - £40m = £0.35m
· Project B:
· Cash inflows: £6m × 5
· NPV = £6m / (1.1) ^1 + £6m / (1.1) ^2 + £6m / (1.1) ^3 + £6m / (1.1) ^4 + £6m / (1.1) ^5 - £30m
· NPV ≈ £5.45m + £4.95m + £4.50m + £4.09m + £3.72m - £30m = -£7.29m
· Project C:
· Cash inflows: £5m, £10m, £20m, £25m, £15m
· NPV = £5m / (1.1) ^1 + £10m / (1.1) ^2 + £20m / (1.1) ^3 + £25m / (1.1) ^4 + £15m / (1.1) ^5 - £50m
· NPV ≈ £4.55m + £8.26m + £15.03m + £17.07m + £9.32m - £50m = £4.23m
Summary of NPV:
· Project A: £0.35m
· Project B: -£7.29m
· Project C: £4.23m
1.4 Profitability Index (PI)
The PI factor is a relationship between the future cash inflows and initial investment.
· Project A: PI = NPV / Initial Investment = £0.35m / £40m = 0.009
· Project B: PI = NPV / Initial Investment = -£7.29m / £30m = -0.243
· Project C: PI = NPV / Initial Investment = £4.23m / £50m = 0.085
Summary of PI:
· Project A: 0.009
· Project B: -0.243
· Project C: 0.085
2.5 Internal Rate of Return (IRR)
The IRR will be the discount rate at which the NPV of the project will be equal to zero. With either iterative methods or financial calculator:
· Project A: IRR ≈ 10.35%
· Project B: IRR ≈ 2.5%
· Project C: IRR ≈ 12.5%
Summary of IRR:
· Project A: 10.35%
· Project B: 2.5%
· Project C: 12.5%
2. Capital Rationing and Investment Recommendation
Considering the capital rationing limit of £60 million, both Project A and Project C can be invested in General Electronics by General Electronics. According to the investment appraisal parameters, the overall recommendation would be as follows:
Project A has a relatively good payback of NPV of 0.35m, a Payback Period of 4 years, and a good ARR of 27%. Nonetheless, the PI of 0.009 is very small, the IRR of 10.35% is close to the discount rate, which shows marginal returns over risk.
Project B has a poor performance in NPV, and it is negative at -7.29m. Although it has a strong ARR of 20, its 5-year PBP and PI are unattractive at negative 0.243 and 5 years. Moreover, its IRR at 2.5% is way less than the required return rate of the company, hence a poor investment.
Project C shows the most financial effectiveness, where NPV is highest at 4.23m, ARR = 30, and IRR = 12.5, which exceeds the discount rate of the business, which is 10. PBP of 4 years is good, and PI is 0.085, which depicts profitability, and it is hence the most appealing investment option.
Recommendation: It can be advised, based on the financial constraints and the fact that Project C has been performing better than Project D, that General Electronics should pursue Project C. This project has the best returns and is tangential to the demand by the company in having a long-term investment, which is stable and enhances profitability and financial performance. Project A is a second alternative, but its lower NPV and PI render it less attractive as compared to Project C. Project B cannot be considered because it is unfavorable in all measures (World Bank Group, 2024).
[bookmark: _Toc214577426]Conclusion
The situation of General Electronics is fragile, and the company’s performance has been seriously influenced by decreasing sales and rising costs of operation, and net losses. As illustrated in the analysis of the financial health of the company, some problematic trends include the net sales decrease i.e. the decline in net sales of the company is noticed between 2020-2024 i.e. the between-2020-2024 net sales is observed to have decreased to less than 24.03 million and a net loss rate is experienced by the company of 24 This highlights the necessity to find a turnaround plan. The following liquidity and profitability issues became apparent on the financial health check and ratio analysis, where the debt-to-equity ratio was too high, and the cash flow was not adequate to meet the short-term debts. However, the company also has certain valuable assets, such as property, plant, and equipment worth 34.21 million in 2024, to generate cash through the strategic disposal of non-core assets.
The working capital management analysis identified inefficiencies in the cash operating cycle, though the proposal on how to improve the liquidity by accelerating the cash collection cycle of the receivables, efficient management of the inventory, and the exploration of strategic financing options can be made to enhance the cash flow and operational performance. The possible options were to undergo divestiture, merger, or the entry of new equity capital to salvage the company, which was grappling with its financial crisis through the strategic financial restructure plan. Among them, an equity injection together with a merger appears to be the most beneficial point as it would involve attracting the necessary capital injection with less reliance on debts and market access. Finally, the investment appraisal and capital budgeting analysis have led to the Project C that has the highest returns in terms of NPV, IRR, and ARR, and therefore is best placed as an investment under capital rationing. This restructuring and investment, as it has been suggested, can position General Electronics towards long-term growth and high levels of financial stability.
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1. Ratio Tables and Graphs
1.1 Profitability Ratios
	Ratio
	2024
	2023
	2022
	2021
	2020

	Gross Profit Margin
	28.90%
	23.20%
	28.10%
	28.80%
	28.60%

	Operating Profit Margin
	-3.90%
	-20.30%
	2.70%
	3.90%
	6.10%

	Net Profit Margin
	-6.10%
	-23.40%
	0.10%
	0.90%
	6.30%






1.2 Liquidity Ratios
	Ratio
	2024
	2023
	2022
	2021
	2020

	Current Ratio
	1.53
	1.6
	1.56
	1.56
	1.82

	Quick Ratio
	0.87
	0.94
	0.91
	0.98
	1.13





1.3 Efficiency Ratios
	Ratio
	2024
	2023
	2022
	2021
	2020

	Inventory Turnover
	3.54
	3.76
	4.16
	4.43
	4.15

	Receivables Turnover
	3.46
	3.73
	4
	4.17
	3.87





1.4 Gearing Ratios
	Ratio
	2024
	2023
	2022
	2021
	2020

	Debt-to-Equity Ratio
	1.11
	1.05
	1.12
	0.85
	0.63



1.5 Investment Ratios
	Ratio
	2024
	2023
	2022
	2021
	2020

	Return on Assets (ROA)
	-7.40%
	-24.80%
	0.10%
	1.00%
	7.60%

	Return on Equity (ROE)
	-15.70%
	-54.90%
	0.20%
	1.90%
	12.30%




2. Investment Appraisal Calculations
	Project
	Initial Investment (£m)
	Year 1 Cash Inflow (£m)
	Year 2 Cash Inflow (£m)
	Year 3 Cash Inflow (£m)
	Year 4 Cash Inflow (£m)
	Year 5 Cash Inflow (£m)
	Total Inflows (£m)
	Average Annual Inflow (£m)

	Project A
	40
	10
	12
	14
	10
	8
	54
	10.8

	Project B
	30
	6
	6
	6
	6
	6
	30
	6

	Project C
	50
	5
	10
	20
	25
	15
	75
	15



	Project
	ARR (%)
	NPV (£m)
	PI
	IRR (%)

	Project A
	27%
	0.35
	0.009
	10.35%

	Project B
	20%
	-7.29
	-0.243
	2.50%

	Project C
	30%
	4.23
	0.085
	12.50%











Net Profit Margin	2024	2023	2022	2021	2020	-6.0999999999999999E-2	-0.23400000000000001	1E-3	8.9999999999999993E-3	6.3E-2	



Current Ratio	2024	2023	2022	2021	2020	1.53	1.6	1.56	1.56	1.82	



Quick Ratio	2024	2023	2022	2021	2020	0.87	0.94	0.91	0.98	1.1299999999999999	



Inventory Turnover	2024	2023	2022	2021	2020	3.54	3.76	4.16	4.43	4.1500000000000004	



Receivables Turnover	2024	2023	2022	2021	2020	3.46	3.73	4	4.17	3.87	



Debt-to-Equity Ratio	2024	2023	2022	2021	2020	1.1100000000000001	1.05	1.1200000000000001	0.85	0.63	



Return on Assets (ROA)	2024	2023	2022	2021	2020	-7.3999999999999996E-2	-0.248	1E-3	0.01	7.5999999999999998E-2	



Return on Equity (ROE)	2024	2023	2022	2021	2020	-0.157	-0.54900000000000004	2E-3	1.9E-2	0.123	



Initial Investment (£m)	Project A	Project B	Project C	40	30	50	



Total Inflows (£m)	Project A	Project B	Project C	54	30	75	



Average Annual Inflow (£m)	Project A	Project B	Project C	10.8	6	15	


ARR (%)	Project A	Project B	Project C	0.27	0.2	0.3	NPV (£m)	Project A	Project B	Project C	0.35	-7.29	4.2300000000000004	PI	Project A	Project B	Project C	8.9999999999999993E-3	-0.24299999999999999	8.5000000000000006E-2	IRR (%)	Project A	Project B	Project C	0.10349999999999999	2.5000000000000001E-2	0.125	





Gross Profit Margin	2024	2023	2022	2021	2020	0.28899999999999998	0.23200000000000001	0.28100000000000003	0.28799999999999998	0.28599999999999998	



Operating Profit Margin	2024	2023	2022	2021	2020	-3.9E-2	-0.20300000000000001	2.7E-2	3.9E-2	6.0999999999999999E-2	


