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[bookmark: _Toc216378990]1. Financial Health Check 
[bookmark: _Toc216378991]1.1 Overview of Five-Year Financial Performance
The financial performance of General Electronics in the last five years has shown a major decline in revenue, profitability, and operational stability. The net sales fell steadily between the years 2020 and 2024, which is between £614.7bn and £394.9bn, respectively; an overall shrinkage of 36%. This sharp decline indicates competition, loss of relevance of the product, and may be operational efficiency. There was a severe decline in profitability, and the net income went down to losses of £24bn and £98bn in 2024 and 2023, respectively. Both 2023 and 2024 operating income became negative, which indicated weaknesses in the management of costs and a reduction in margins. The firm has had the benefits of revenue erosion, but still has positive operating cash flows, but now they are reduced to between £14.8bn (2024) and 73bn (2020). The Balance sheet represents a falling asset and declining equity, which is caused by cumulative losses and impairments. 
[bookmark: _Toc216378992]1.2 Profitability Analysis
The profitability ratios show a high level of deterioration as the company is shifting towards low profitability or permanent losses [Referred to Appendix 1]. The gross margin stayed in a more or less stable range in 2020-2022 (≈28-29%), which means that efficiency in direct production costs was not the main problem. Nonetheless, the gross margin declined to 23.2% in 2023 and partly improved to 28.9% in 2024 as a result of cost rationalisation rather than an increase in revenue (Andrianto and Amin, 2023, p.3433). Operating margin demonstrates a worse fall and becomes negative, from 6.1% respectively to -20.3 in 2024. This indicates inflation in overheads, reorganization costs, and eroding economies of scale as volumes declined. Net margin is not an exception, which showed a decrease from 6.28 percent (2020) to -23.36 percent (2023) and an increase to -6.08 percent (2024), but still negative. The loss in 2023 is particularly motivated by a goodwill impairment amounting to £49bn, which decreased the reported profitability considerably. Nonetheless, consecutive years of negative net margins imply underlying problems of operation. Return on Assets (ROA) indicates a decreasing profitability of -27.6 in 2023, before returning to a margin of -7.43 in 2024. Return on Equity (ROE) is even more volatile as it decreased to -54.9% against 12.31% (Rijata et al., 2022, p.69). 
[bookmark: _Toc216378993]1.3 Liquidity Analysis
The liquidity ratios indicate that General Electronics has a seemingly satisfactory short-term liquidity position, but the underlying dynamics are not strong [Referred to Appendix 1]. The current ratio changes between 1.53 and 1.82, remaining higher than the traditional level of 1.0. The current ratio of 1.53 in 2024 compared to 1.61 in 2023 shows that the working capital flexibility has decreased because the assets decreased more than the liabilities (Handayani et al., 2023, p.867). Although these values indicate short-term solvency, they might be misleading because of the decreasing cash balances and an increase in the dependence on inventory and receivables. The quick ratio is more reserved. It decreases in 2024 to 0.89, which is lower than 1.0 for three years in a row from 2020. This means that it has inadequate quality liquid assets to meet short-term liabilities without having to rely on inventory sales (Pandeirot et al., 2022, p.528). A decline in the cash reserves, which dropped to £26.7bn in 2024 compared to £57bn as of 2020, undermines the strength of liquidity further. Despite the high accounts receivable, the receivable days rose by 76.86 days (2020) to 105.54 days (2024), which indicates worsened customer credit performance and reduced conversion of cash. 
[bookmark: _Toc216378994]1.4 Efficiency / Working Capital Ratios
The efficiency ratios indicate deteriorating operational performance and a reduction in working capital effectiveness [Referred to Appendix 1]. The inventory turnover has a high and low point of 2.79x and 3.54x, respectively, in 2022 and 2024. The respective inventory days show that there is an escalating growth in holding periods, which have gone up to 131 days (2022) before culminating at 103 days (2024). These long periods of inventory turnover refer to slow stock and potential outdated stock, and poor demand predictions (Aljaaidi and Bagais, 2020, p.1113). The trend of accounts receivable days is not good enough, as the level has increased to 105.5 days (2024) as compared to 76.9 days (2020). This is an indication of loose credit conditions or reduced pay discipline among the customers, which ends up slowing the collection of cash (Vásquez Villanueva et al., 2021, p.219). This, together with decreasing sales, means that the company is becoming less efficient in its operations, and its bargaining power with customers decreases. Payable management also displays some strain, albeit not directly reflected in the ratios which are disclosed; cash flow statements reflect significant positive contributions, such as the rising payable in 2024, and this indicates supplier stretching. A combination of these signals indicates that the working capital cycle of General Electronics is getting longer and relies more on the short-term financing of creditors. This declining performance has been a major contributor to progressive liquidity and falling operational strength of the company.
[bookmark: _Toc216378995]1.5 Gearing and Capital Structure Analysis
In the capital structure, General Electronics has been showing an increasing financial risk even though the leverage levels have been moderating in the past years [Referred to Appendix 1]. The debt-to-equity ratio rose from 0.63 in 2020 to 1.11 in 2024, which shows that the company is more dependent on debt financing and less on equity than before. Equity decline, which is estimated to be down to £153bn in 2024 after being £313bn in 2020, is mainly due to massive accumulated losses and impairments. With the weakening of equity, even fixed levels of debt seem riskier. This trend is highlighted in the equity ratio because it fell by 61.4 percent (2020) to 47.3 percent (2024), showing the deterioration of the capital cushion. Leverage is not very high in comparison with other industry players. However, the problem is that the profitability is getting worse, and cash flow support is weak. As the credit quality decreases, the risks of refinancing increase. Further, the short-term lines of credit of General Electronics are volatile, as they peaked at 88bn pounds in 2022 and did not decrease further. This reliance on short-term borrowing heightens the rollover risk and subjects the firm to fluctuations in interest rates.
[bookmark: _Toc216378996]1.6 Investment Ratios
General Electronics has been recording a growing financial risk in the capital structure despite the moderate levels of leverage taken over the previous years [Referred to Appendix 1]. Debt-to-equity ratio increased to 1.11 in 2024 as compared to 0.63 in 2020, indicating that the business relies on debt financing and less equity now than it used to be (Rijata et al., 2022, p.70). The reason is equity decline, which is projected to fall as low as 153bn in 2024 after being £313bn in 2020, mostly caused by huge accumulated losses and impairments. Even the fixed levels of debt appear to be safer with the weakening of equity. Such a tendency is reflected in the equity ratio since it dropped by 61.4 percent (2020) to 47.3 percent (2024), indicating a decline in the capital cushion. Its leverage is not considered to be high compared to other industry participants. The issue, however, is that the profitability is increasingly deteriorating, and there is poor cash flow support. The lower the quality of the credit, the greater the risks of refinancing become. In addition, General Electronics' short-term lines of credit are fluctuating, as it reached its highest point of £88bn pounds in 2022 and has not dropped any further. This dependence on short-term borrowing increases the rollover risk and exposes the firm to interest rate fluctuations.
[bookmark: _Toc216378997]1.7 Cash Flow Quality Assessment
The quality of cash flow analysis is an indication of inconsistencies in earnings and cash generation [Referred to Appendix 1]. The CFO-to-Net Income ratio is very volatile, with 26.85x, 7.60x, and -0.61x achieved in 2022, 2021, and 2024, respectively. This is evidenced by high ratios as was in 2022, which shows that non-cash adjustments, such as impairments, supported cash flows, but not actual performance (Das, 2019, p.4). Negative values of 2024 indicate negative operating cash flows, which are not in a position to cover the losses. Cash flow operating decreased from £73bn (2020) to £14.8bn (2024), which highlights the deteriorating core operations. The CFO is also greatly affected by the working capital flows, where the high growth in accounts payable increases 2024 cash flows, and the weaknesses are disguised. In the meantime, investing cash flows are continually negative, indicating a continued capital expenditure, and financing cash flows are based on dependence on borrowing in earlier years and deleveraging in later years. 
[bookmark: _Toc216378998]1.8 Corporate Failure Prediction Models
Altman Z-Score gives a quantitative analysis of bankruptcy risk [Referred to Appendix 2]. The Z-scores of General Electronics have reduced to 2.24 in 2023 and modestly increased to 2.82 in 2024, as compared to 3.64 in the base year, 2020. A score of 2.99 and above is a sign of financial security, whereas scores of 1.81-2.99 are a sign of the grey zone, a moderate part of distress. A score of less than 1.81 means that it is most likely to fail. In 2024, General Electronics will be in the grey zone, which means that it will have a high, yet not a critical, distress risk. The 2023 drop represents huge losses and a reduction in equity, especially following the £49bn goodwill impairment. The partial revival in 2024 is due to the improvement of the gross margin and lessening of the write-downs, although profitability is still negative. Considering the decreased sales, diminishing equity, liquidity strain, and poor quality of cash flow, the trend of Z-score shows that the company is in dire need of a strategic restructuring. The further deterioration of operations, in the case of no corrective measures, may lead the company to a state of distress.
[bookmark: _Toc216373147][bookmark: _Toc216378999]2. Working Capital Management Analysis
[bookmark: _Toc216373148][bookmark: _Toc216379000]2.1 Cash Conversion Cycle (CCC) Evaluation
The Cash Conversion Cycle is an important indicator of operating efficiency in fundamental analysis. The cash conversion cycle (CCC) of General Electronics has shown a clear trend of declining efficiency in working capital management from 2020 to 2024, with the CCC reaching an all-time high of 139.9 days in 2022 and then declining to 133.1 days in 2023 and finally dropping to the lowest level of 115.1 days by 2024 [Referred to Appendix 3]. The continued increase of the CCC indicates a continuing increase in the amount of cash being held in the company's operations, thereby limiting the amount of cash that can be used for other business operations, especially at a time when the company's profits are declining. The main contributor to the prolonged cash conversion cycle for General Electronics is the increasing number of days of inventory, which rose from 100.3 days in 2020 to 131.0 days in 2022 due to slow-moving goods and inefficient inventory control procedures. While the level of inventory improved from January 2023 to January 2024, it continues to be more than the level that would be considered optimal. Similarly, the number of days of receivables grew from 76.9 days in 2020 to 105.5 days in 2024, indicating that the company's customers were taking longer to pay their invoices and the company's controls over customer credit were not very effective (Chen et al., 2022, p.3). 
[bookmark: _Toc216373149][bookmark: _Toc216379001]2.2 Inventory Management Challenge
The inventory management has increasingly become an inefficient process that has led to the increasing CCC. DIO rose in the years 2020 (100.26 days) to 2022 (131.04 days), which means lower inventory. This trend indicates low demand projection, lack of product and decreased competitiveness in the market which are major concerns in the fast-moving electronics market (Immadisetty, 2025, p.78). Since DIO also slightly improved to 103.12 days in 2024, it is possible that the improvement can be done by a decreased sales and not an increased operation, which suggests that the inventory changes were done due to discounting-based or clearance-based methodology, not strategic optimisation. The reduced sales platform of the company ramifies the inventory platform of costs, further straining the margins (Alsoussi, 2025). Increased storage, obsolescence and working capital contained in unsold products have had a direct impact on liquidity. Moreover, inventories is a structural problem that needs a better approach to demand planning, product life cycle and supply-chain coordination to avoid continuous strain on the cash flows.
[bookmark: _Toc216373150][bookmark: _Toc216379002]2.3 Receivables and Credit Policy Weaknesses
Management of inventory has been unresponsive, which has added to the escalating CCC. DIO went up to 131.04 days 2022 out of 100.26 days 2020, which is a sign of slow-moving excess stock. This trend indicates poor demand projection, obsolescence or lack of competitiveness in the electronics business, and both of them represent significant issues in the dynamic electronics industry (Banasik et al., 2025, p.4). Even though DIO increased slightly to 103.12 days in 2024, the rise is not being caused by an increase in its operations but by decreased sales, suggesting inventory decreases through discounts or clearance and not strategic optimisation. The company experience of dropping sales base is further aggravated by excessive inventory covering costs, thus putting pressure on margins. Increased storage, obsolescence reserves, and working capital of unsold goods and services have had a direct impact on liquidity (Zhang et al., 2023, p.395). Generally, inventory inefficiency is a structural problem that demands better demand planning, product lifecycle management and coordination of the supply chain to avoid the continuous strain on cash flow.
[bookmark: _Toc216373151][bookmark: _Toc216379003]2.4 Payables and Supplier Management Issues
Performance in the collection of accounts payables has deteriorated significantly, with a contributing impact to a long period to collect cash. Days Sales Outstanding (DSO) rose to 105.54 days (2024) compared to 76.86 days (2020) a significant reflection on decreased customer discipline in payments or slack credit conditions to drive sales when the competitiveness is increasing. These lengthy collection durations decrease predictable cash flows and force the organization to depend on external funding to remain in operation. The trend indicates improper credit risk evaluation, ineffective follow up procedures and eroded bargaining power in the market. The increased DSO is especially alarming considering the fact that sales revenue has been falling at the same time, which means that the fewer sales are becoming cash tied up. Additionally, a high level of receivables exposes bad debts particularly at economically uncertain times. To overcome this weakness, the company will need to tighten the credit policy, strengthen customer segmentation, instal automated receivables monitoring, and motivate early payments.
[bookmark: _Toc216373152][bookmark: _Toc216379004]2.5 Short-Term vs Long-Term Financing
The working capital profile of General Electronics shows that the company is increasingly relying on short-term financing because of diminished cash production. The company continued to use short-term lines of credit repeatedly, reaching a high of £88bn in 2022. This number dropped later, but it is a sign of ineffective credit limit control and not internal cash reinforcement. Short-term financing means the company is subject to rollover risk, interest fluctuations and tightening of the lending belt especially when the company is already struggling with the bad state of profitability and poor margins. Long-term funding has been quite steady, though the reduction in equity between £313bn in 2020 and £153bn in 2024 has undermined the overall capital structure of the firm and diminished its ability to take on long-term debt at favourable rates. Collateral is also limited by the shrinking asset base. Due to the long CCC and the fluctuating operating performance, the use of short-term funding is unsustainable. It is necessary that the company rebalances towards long-term capital to stabilize liquidity. Debt can be refinanced to longer-term facilities, hybrid securities can be issued or strategic equity partners can be attracted. To decrease the reliance on debts and enhance financial resilience, it is necessary to enhance internal cash flow by improving the working capital processes.
[bookmark: _Toc216373153][bookmark: _Toc216379005]3. Strategic Financial Restructuring Plan
[bookmark: _Toc216373154][bookmark: _Toc216379006]3.1 Diagnosis of Structural Problems
General Electronics is experiencing a set of structural problems that are not limited to the fluctuating performance in the short term. The loss of competitive advantage and lack of product relevancy in electronic market are the reasons why the company has gradually lost its revenue and dropped to £394.9bn in 2024, as compared to £614.7bn in 2020. Structural cost inefficiencies and the failure to create value through scale or innovation is indicated by profitability erosion, as is shown by negative operating margins in 2023 and 2024. These pressures are further worsened by working capital inefficiencies. The increasing Days Sales Outstanding and long inventory holding time are the signs of poor demand forecasting, decreasing sales speed, and poor credit discipline. In the meantime, the reliance of the company on the supplier credit and short-term borrowing indicates the undermining of the internal cash generation. Reduced financial resilience is further lowered by capital structure deterioration, which is represented by a decrease in equity and increase in leverage. All these problems suggest a company that is trapped in a vicious circle where decreased competitiveness decreases profitability that decreases equity and liquidity and increases the use of debt and supplier finance. 
[bookmark: _Toc216373155][bookmark: _Toc216379007]3.2 Option 1: Divestiture Strategy
Niche divestiture programme is a short-term and dramatic restructuring choice. Since General Electronics is a multinational corporation with diversified products, there is a possibility that there are some business units that are not core or performing poorly in the company which are consuming capital without sufficient returns. Selling these segments would enable the company to re-emphasize on profitable core competencies like consumer electronics, digital devices or high growth segments like smart home technologies. Divestiture would create liquidity that is important in rescuing the distressed financial position of the firm. Proceeds may be used to settle short-term debt, improve the balance sheet and finance working capital improvement. This minimizes the dependency of the firm on supplier credit and high-cost short term loans and increases long term solvency (Pearce II, 2022, p.292). The investment appraisal perspective shows that liquidating assets that do not yield is better in increasing the overall profitability of a portfolio and increasing the ratios of returns to assets. It is also able to enhance the Altman Z-score through increasing equity and decreasing liabilities. The company needs to handle the divestments however; it has to handle it tactfully to avoid sending a message of distress to the market. There has to be transparent communication, manifestation of strategic rationale and reinvestment of proceeds in high growth areas. Possible loss of revenue contribution based on divested units and breaks in integrated supply chains are some of the risks. Still, in a strategic implementation, divestiture is a plausible way of achieving short-term liquidity, strategic long-term emphasis as well as restructuring in operations.
[bookmark: _Toc216373156][bookmark: _Toc216379008]3.3 Option 2: Merger or Strategic Partnership
Another restructuring alternative would be to consider a merger/strategic alliance with a complementary player in the industry. Consolidation in a market with high turnover in technology may entail the formation of synergies that are favourable in raising competitiveness, minimising operational expenses, and increasing technological capacity. An acquisition by a company that has artificial intelligence, semiconductors, or digital ecosystem strength would revitalize the innovation flow and market position of General Electronics. On the financial front, a merger promises a firm a high opportunity to make huge cost savings (economies of scale), distribute the cost of R and D and create lean supply chains. It can also enhance power to bargain with suppliers, to assist in minimizing procurement and stabilising working capital. Moreover, mergers have the power to build on the capital structure of the firm, unite the equity base, lower leverage ratios, and improve creditworthiness, therefore, rebuilding investor confidence (Alkaraan, 2021, p.40). The existing intellectual property can be monetised via licensing agreements providing new sources of revenue. Nevertheless, mergers have some disadvantages including culture shock, integration issues, and multiple jurisdictions scrutiny. However, partnerships offer a strong path to regeneration especially at a time when General Electronics has a diminished innovation and financial limitations.
[bookmark: _Toc216373157]3.4 Option 3: Capital Injection (Equity or Hybrid Securities)
Since the company is going through a declining equity base and increasing leverage, the capital injection is bound to have substantial to regain financial health. A strategic investor would consolidate the balance sheet by raising new equity capital as a rights issue, a private placement or with the involvement of a strategic investor, which would increase equity levels and decrease the debt-to-equity ratio. Better capitalisation would result in a better position of the company to access long-term sources of finance and minimise the need to use costly short-term facilities of financing. Nonetheless, the issuance of equity can produce shareholder dilution especially when the prices of the shares are low because the company has suffered losses in the recent past (Dong, 2022, p.90). Hybrid instruments such as convertible bonds or preference shares would be used to mitigate this. Externally raised capital, especially by institutional investors or sovereign funds may also entail operational expertise and strategic supervision- useful to restructuring. The risks are that there is lack of investor confidence due to the recent financial performance, they can be downgraded by credit agencies and a negative market perception. However, without recapitalisation, the company is in a limited position to implement a turnaround strategy. 
[bookmark: _Toc216373158][bookmark: _Toc216379009]3.5 International Considerations
When conducting business worldwide, General Electric is subjected to currency and taxation risk as well as diverse regulation issues. The reduction in recent revenues of the firm indicates the international competitor pressure might be taking market share especially in the emerging markets where the sensitivity to price is high (Kalra, 2023, p.174). The currency volatility could have negatively affected the margins considering the global integrated supply chain of the firm. Hedging strategies will be necessary in ensuring that earnings are stabilised through the application of forward contracts, as well as natural hedges. Cross-border restructuring decisions, including the divestiture or merger, should consider the foreign limitations to investment, antitrust and geopolitical risks. The supply chains must be realigned with reshoring or nearshoring alternatives to eliminate tensions and tariff risks brought about by geopolitics. It is possible to increase after-tax profitability through the international tax optimisation to take advantage of transfer pricing strategies and tax-efficient financing structure. Finally, restructuring should be also synchronised with the changes in the global market, so that the company does not lose competitive edge and fails to retain its robustness in the different geographic markets.
[bookmark: _Toc216373159][bookmark: _Toc216379010]3.6 Ethical and CSR Considerations
The process of restructuring should also include some powerful ethical and corporate societal responsibility to ensure that stakeholders have confidence. Workforce changes and divestitures must be handled openly in order to reduce societal damage (Fatima, 2023, p.107). Supplier stretching, which has become apparent during the past few years, raises ethical concerns and should be phased out in favour of equitable payment methods to aid supply chain sustainability. Strategic decisions should be informed with environmental commitments, especially during modernisation of manufacturing facilities or its new partnering. Enhancement of the quality of products, minimisation of electronic waste, and enhancement of responsible sourcing will reinforce the social licence to the operation of the firm. Moral restructuring of the brand improves brand reputation and adds value to the stakeholders in the long run.
[bookmark: _Toc216379011]4. Investment Appraisal and Capital Budgeting 
[bookmark: _Toc216379012]4.1 Overview of Investment Decision Context 
General Electronics is considering three capital projects when the company is recording low profitability, increasing leverage and liquidity strains. Although during the financial crisis, strategic investment is needed to recover competitiveness, stabilise cash flows and re-establish long-term shareholder value (Flammer and Ioannou, 2021, p.1276) [Referred to Appendix 4]. The Board has placed a tight capital rationing threshold of £60 million and the CFO must focus on financially viable projects which can deliver higher returns with manageable risk. Followed by a discount rate of 10% and optimised appraisal methods that include NPV, IRR, PI, Payback Period and ARR, it is necessary to evaluate not only quantitative aspects, but also external factors influencing their relevance with the firm’s goals. Thus, these investment decision frameworks balance value-creation and liquidity preservation, as well as organisational risk tolerance.
[bookmark: _Toc216379013]4.2 Appraisal of Project A 
Project A holds the initial capital of £40 million and has increasing cash flows in the first three years and then moderately decreasing cash flows in Years 4 and 5. The project has a positive NPV of £1.32 million, which implies that the project will generate a slightly higher cost of capital of the firm of 10% (Arjunan, 2022) [Referred to Appendix 4]. This suitability is supported by an IRR of 11% which is slightly higher than the discount rate, indicating a low value-creating opportunity. The cumulative cash flow is positive in Year 4 with creating a quicker payback period of 3.4 years, which is favourable due to liquidity pressures faced by the firm. The report of 27% ARR also implies acceptable profits in terms of accounting. In addition, the PI ratio of 1.03 is observed to link with the positive NPV and IRR, affirming that the project produces a higher return than the cost of capital (Ogunbiyi, 2023, p.3). Therefore, it can be proposed that Project A qualifies as a moderately attractive project as the predictable cash inflows, early paybacks, fulfilment of short-term liquidity requirements and financial performance measures. Moreover, Project A is a viable and relatively risk-free investment for General Electronics.
[bookmark: _Toc216379014]4.3 Appraisal of Project B 
Project B involves an initial capital investment of £30 million and offers a consistent cash inflow of PS6 million in five years. Although this will provide a predictable and low-volatility cash profile, the financial outcome demonstrates that Project B does not meet the expected economic returns [Referred to Appendix 4]. The negative NPV of the project is - £7.26 million, indicating that the present value of the inflows is below the initial investment discounted at 10%. Its IRR of 0 further validates that the project does not make a significant return relative to the amount of capital it requires (Irwanto, 2021, p.4). The payback period for the project is calculated to be 5.0 years, similar to its end period, which does not provide much liquidity benefit to the company. The 20% ARR may seem rational according to the accounting perspective, but reflects towards poor cash-based indicators. The positive PI value (0.76) indicates that the project yields a value of 76p to each £1 employed in the project. Comprehensively, Project B fails to fulfil the financial performance requirements of the firm and would lower the shareholder value in the event of implementation. Therefore, it can get rejected under capital rationing purposes for underpinning value-creation alternatives. 
[bookmark: _Toc216379015]4.4 Appraisal of Project C 
The capital investment needed in project C is the largest at £50 million, yet it estimates the highest cash-flow patterns among the other options [Referred to Appendix 4]. The growth in cash inflows is significant, relative to £5 million in Year 1 compared to £25 million in Year 4, with the cumulative figures amounting to £60 million and £75 million respectively in Years 4 and 5. This strong performance leads to a positive NPV of £4.23 million, which shows that the project can add value after exceeding the 10% cost of capital. The IRR of 13% is the largest, representing high internal profitability. The 3.6-year payback period is also favourable with the high investment project, which helps in liquidity recovery. Project C has great accounting profitability with a 30% ARR. The attractive nature of the project is further supported by a positive PI value (1.08) that shows that the project will generate £1.08 of value for every invested £1. Though the cash-flow profile has moderate volatility, the financial performance of the project is comparatively viable, making it attractive for long-term value creation (Sinaga et al. 2023, p.1080). Moreover, Project C is a very competitive strategic investment under capital constraints.
[bookmark: _Toc216379016]4.5 Comparative Analysis of Investment Results 
The results of the appraisal demonstrate distinct differences present towards value creation and strategic suitability in the three projects [Referred to Appendix 4]. Project B has the worst performance with negative NPV, very low IRR, and PI of below 1.0, indicating damage to shareholders' value despite being predictable cash flows. On the other hand, Project A is a moderately viable project with a positive NPV (£1.32 million), a moderate IRR less than the discount rate, and a favourable payback period, which affirms its low-risk option and necessary liquidity recovery. Comparatively, Project C is better than both options, providing the best NPV (£4.23 million), the best IRR (13%), the best ARR, and the best PI (1.08). However, its limitation includes volatile cash flows, but returns justify the risks. Moreover, Project C would yield the best returns in the long term, whereas Project A has stable and moderate returns. Project B can be eliminated due to poor financial returns and limited strategic value.
[bookmark: _Toc216379017]4.6 Final Investment Recommendation Under £60m Constraint 
As the firm has a strict capital rationing limit of £60 million, the purpose is to select the combination of projects that will create the maximum value to promote the liquidity recovery and long-term strategic renewal. Based on financial ratings, Project C is the most value-adding project. Having an NPV of £4.23 million, the IRR of 13%, PI of 1.08, this project is superior compared to other two options. The project is also suitable for the target turnaround strategy, where competitiveness and long-term growth prospects are considered. When £10 million is left after choosing project C, the firm will not be able to pursue project A (£40 million) or project B (£ 30 million). Therefore, Project C falls within the £60 million limit. In this regard, any effort to merge Project C with a different project would surpass the capital at hand. In this situation, if the Board intend to diversify two projects, Project A (£40 million) and Project B (£30 million) will also exceed £60 million. However, Projects A and B would yield a lower total NPV compared to Project C. Therefore, it is recommended that Golden Electronics should invest in Project C as it will generate the highest returns, meet long-term viability and link with strategic goals, which will be essential for collecting higher profitability and better market competitiveness. 
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Ratio Formula 2024 2023 2022 2021 2020

Gross Margin Gross Margin = Gross Profit​/ Net Sales 0.28868 0.23203 0.28059 0.28759 0.28674

Operating Margin

Operating Margin=Operating Income/Net Sal

es​ -0.0609 -0.2029 0.0268 0.03865 0.06063

Net Margin Net Margin=Net Income​/Net Sales -0.0609 -0.2336 0.00075 0.00881 0.06275

Current Ratio

Current Ratio=Current Assets​/Current Liabilit

ies 1.53195 1.60629 1.56158 1.55519 1.82075

Quick Ratio

Quick Ratio=Cash+Accounts Receivable​/Cur

rent Liabilities 0.89054 0.964 0.82729 0.87657 1.03942

Inventory TurnoverInventory Turnover=Cost of Sales/Inventory​ 3.5396 3.65794 2.78539 3.18725 3.64049

Accounts 

Recievable Days AR Days=(AR/Sales)​×365 105.542 97.7449 75.5527 78.3965 76.858

Inventory Days 

Inventory Days=(Inventory/Cost of Sales)​×3

65 103.119 99.783 131.041 114.519 100.261

Debt to Equity Debt-to-Equity=Total Liabilities/Total Equity​ 1.11198 0.989 0.87836 0.84943 0.62875

Equity Ratio Equity Ratio=Total Equity​/Total Assets 0.47349 0.50277 0.53238 0.54071 0.61397

Return on AssetsROA=Net Income/Total Assets​ -0.0743 -0.276 0.00081 0.01039 0.07559

Return on Equity ROE=Net Income/Equity​ -0.1569 -0.5491 0.00152 0.01921 0.12311

Earnings per Share -1.85 -7.64 0.03 0.39 2.78

Cash Flow Quality RatioCFO/Net Income  -0.6168 -0.2564 26.8452 7.59913 1.90273
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Year Z_score_formulaZ_score

2024 2.819576489 2.8196

2023 2.241112626 2.2411

2022 3.062514413 3.0625

2021 3.224589962 3.2246

2020 3.637933131 3.6379
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Year Sales COGS Inventory Receivables Payables Inventory DaysReceivable DaysPayable Days CCC DIO DSO DPO

2020 614680 438424 120430 129433 83229 100.2612768 76.85795048 69.29042434 107.8288 100.261 76.858 69.2904

2021 601602 428586 134469 129215 92707 114.5188714 78.39647308 78.95277727 113.96257 114.519 78.3965 78.9528

2022 542751 390459 140181 112346 71373 131.0408135 75.55267517 66.71928423 139.8742 131.041 75.5527 66.7193

2023 420457 322897 88273 112596 57033 99.78304227 97.74492992 64.46961415 133.05836 99.783 97.7449 64.4696

2024 394879 280885 79355 114182 72031 103.1189811 105.54228 93.60170532 115.05956 103.119 105.542 93.6017

Cash Conversion Cycle (CCC)
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Computation of Investment Appraisal Techniques (values in (£m)

Project Initial InvestmentY1 Y2 Y3 Y4 Y5

A -40 10 12 14 10 8

B -30 6 6 6 6 6

C -50 5 10 20 25 15

Metric Formula A Formula B Formula C

NPV 1.32 -7.26 4.23

IRR 11% 0% 13%

PI 1.03 0.76 1.08 Cumulative Cash Flows

Accounti

ng Rate 

of Return  27 20 30 Project A

Payback Period  3.4 5.0 3.6 Y1 10 10

Y2 12 22

Y3 14 36

Y4 10 46

Y5 8 54

Project B

Y1 6 6

Y2 6 12

Y3 6 18

Y4 6 24

Y5 6 30

Project C

Y1 5 5

Y2 10 15

Y3 20 35

Y4 25 60

Y5 15 75
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