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[bookmark: _r36seh6wt054][bookmark: _Toc213951955]Introduction
The conceptualisation of the financial management includes a key procedure for companies to involve proper planning, direction, and controls over the financial activities. In this analysis, the study includes the identification of financial performance of General Electronics using key ratios and failure prediction models. Additionally, a cash operating cycle is also identified in the examination, along with suggestions to improve liquidity and analysis of financing options. Moreover, a strategic financial restructuring plan has been implemented for the evaluation of shareholder valuations and examination on operational resilience. Finally, investment appraisal and capital budgeting has been conducted for the company to manage the struggles faced by the business in the international marketplace. 
[bookmark: _ch02tvje2b9y][bookmark: _Toc213951956]1. Financial Health Check
[bookmark: _r6pkfr14m3ri][bookmark: _Toc213951957]1.1 Analysis of the Financial Statement of the Firm
· Income Statement
Based on the overall analysis, it has been analysed that the net sales of General Electronics has a marginal decline from £614,680 million in 2020 to £394,879 million in 2024, creating cash flow issues and affecting operational efficiency. In addition to this, the statement also derives a collapse in the net profit has been analysed, which is reduced to £98,238 million in 2023 and £24,029 million in 2024. According to Rounaghi et al. (2021), a rise in operational inefficiency and weak cost management creates a difficulty in managing decisions and long-term productivity. This suggests that the company needs to focus on streamline functions and an improvement in cost administration, which recover profitability and enhance investor confidence. The context has been effective for the firm to rebuild long-term sustainability through management efficiency. 
· Balance Sheet
Considering the financial position of General Electronics, it has been examined that the total assets of the company reduced from £510,290 m in 2020 to £323,354 m in 2024. As stated by Damodaran (2024), a lower margin of the assets of the company creates devaluation and lower capacity for future earnings. Along with this, a decline in current assets creates a major impact on cash receivables and liabilities have a relative stability indicating inclusive liquidity. Moreover, a fall in the shareholder’s equity from £268,406 m in 2022 to £153,105 m in 2024, creates a struggle in raising future capital. These perceptions articulate a measurement of reduced retained earnings and weakened financial flexibility of the business. 
· Cash Flow Statement
The cash flow consolidation highlights an operational cash flow to be reduced from £73,392 m in 2020 to £14,822 m in 2024, mainly due to a lower profitability and fluctuations in working capital. Moreover, there has been a negative perception of investment cash flows resulting in operational failures whereas lower financial activities depict heavy debt repayments and treasury stock payments (Arifaj et al., 2023). Overall, the cash and cash equivalent at the end shows a strict cash management and a reduction in capital expenditures. 
[bookmark: _dj5ro2ywj3wp][bookmark: _Toc213951958]1.2 Performance of the Ratios
	Profitability Ratio Calculation for General Electronics (£m)
	“Ratios
	Metrics
	2024
	2023
	2022
	2021
	2020

	
	Gross Profit Margin
	(Gross Profit / Net Sales) * 100

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

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

	
	
	Ratio
	28.87%
	23.20%
	28.06%
	28.76%
	28.67%

	
	Net Profit Margin
	(Net Income / Net Sales) * 100

	
	
	Net Income
	-£24,029
	-£98,238
	£407
	£5,301
	£38,572

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

	
	
	Ratio
	-6.09%
	-23.36%
	0.07%
	0.88%
	6.28%

	Liquidity Ratio Calculation for General Electronics (£m)
	Ratios
	Metrics
	2024
	2023
	2022
	2021
	2020

	
	Current Ratio
	(Current Assets / Current Liabilities)

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

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

	
	
	Ratio
	1.53
	1.61
	1.56
	1.56
	1.82

	
	Quick Ratio
	(Current Assets-Inventories) / Current Liabilities

	
	
	Current Assets - Inventories
	£163,139
	£170,578
	£197,859
	£202,677
	£206,413

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

	
	
	Ratio
	1.03
	1.06
	0.91
	0.93
	1.15

	Efficiency Ratio Calculation for General Electronics (£m)
	Ratios
	Metrics
	2024
	2023
	2022
	2021
	2020

	
	Asset Turnover Ratio
	(Net Sales / Total Assets)

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

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

	
	
	Ratio
	1.22
	1.18
	1.08
	1.18
	1.20

	
	Inventory Turnover Ratio
	(COGS / Inventories)

	
	
	COGS
	£280,885
	£322,897
	£390,459
	£428,586
	£438,424

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

	
	
	Ratio
	3.54
	3.66
	2.79
	3.19
	3.64

	Gearing Ratio Calculation for General Electronics (£m)
	Ratios
	Metrics
	2024
	2023
	2022
	2021
	2020

	
	Debt-to-Equity Ratio
	(Total Debt / Total Equity)

	
	
	Total Debt
	£46,192
	£67,560
	£103,027
	£70,266
	£33,681

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

	
	
	Ratio
	0.30
	0.38
	0.38
	0.25
	0.11

	
	Interest Coverage Ratio
	(Operating Income / Interest Expenses)

	
	
	Operating Income
	-£15,297
	-£85,301
	£14,548
	£23,253
	£37,267

	
	
	Interest Expenses
	-£3,361
	-£4,332
	-£2,200
	-£566
	-£1,422

	
	
	Ratio
	4.55
	19.69
	-6.61
	-41.08
	-26.21

	Investment Ratio Calculation for General Electronics (£m)
	Ratios
	Metrics
	2024
	2023
	2022
	2021
	2020

	
	Price-to-Earnings (P/E) Ratio
	(Market Price Per Share / EPS)

	
	
	Market Price Per Share
	£86.50
	£90.30
	£76.50
	£92.50
	£82.00

	
	
	EPS
	-£1.85
	-£7.64
	£0.03
	£0.39
	£2.78

	
	
	Ratio
	-46.76
	-11.82
	2,550.00
	237.18
	29.50

	
	Dividend Yield
	(Dividend Per Share/Market Price Per Share) * 100

	
	
	Dividend Per Share
	£4.23
	£4.25
	£3.80
	£3.54
	£3.69

	
	
	Market Price Per Share
	£86.50
	£90.30
	£76.50
	£92.50
	£82.00

	
	
	Ratio
	4.89%
	4.71%
	4.97%
	3.83%
	4.50%

	Cash Flow Ratios Calculation for General Electronics (£m)
	Ratios
	Metrics
	2024
	2023
	2022
	2021
	2020

	
	Operating Cash Flow Ratio
	(Operating Cash Flow / Current Liabilities)

	
	
	Operating Cash Flow
	£14,822
	£25,190
	£10,926
	£40,283
	£73,392

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

	
	
	Ratio
	0.09
	0.16
	0.05
	0.19
	0.41

	
	Free Cash Flow
	(Operating Cash Flow - Capital Expenditures)

	
	
	Operating Cash Flow
	£14,822
	£25,190
	£10,926
	£40,283
	£73,392

	
	
	Capital Expenditures
	-£8,428
	-£13,877
	-£20,585
	-£17,041
	-£23,234

	
	
	Ratio
	23,250.00
	39,067.00
	31,511.00
	57,324.00
	96,626.00”


Table 1: Ratio Calculation for General Electronics
(Source: Self-Developed)
[bookmark: _88k8d5qukzdp][bookmark: _Toc213951959]1.3 Identification of Trends, Strengths, and Threats
Trends: Based on the calculation and analysis, it has been examined that there has been a fluctuating trend in the overall performance of General Electronics. Here, the profitability, liquidity, gearing, investment, and cash flow ratios have been associated with marginal changes from 2020 to 2024. Furthermore, the measurement of the profitability ratio includes a fluctuating gross profit margin, which has been reduced from 28.67% in 2020 to 23.20% in 2023, then increased to 28.87% in 2024. As stated by Olayinka (2022), a higher margin of gross profit indicates the financial flexibility of the business to cover functional costs and invest in growth. In addition to this, the net profit margin also relocated the severe losses due to rise in expenses and decline in sales efficiency. Moreover, the liquidity ratio of General Electronics presents a current ratio reduced from 1.82 in 2020 to 1.61 in 2023, and 1.53 in 2024. Similarly, the quick ratio was 1.03 in 2024, reduced from 1.06 in 2023, highlighting a poor ability to meet the short-term obligations. 
Strengths: However, a current and quick ratio above the industry benchmark of 1.00 reflects efficiency in short-term assets (Blessing and Sakouvogui, 2023). This creates a financial distress or default of the company, along with a decline in inventory conservatives. Furthermore, the calculation also identified the efficiency ratio, where the asset turnover ratio has been increased from 1.18 in 2023 to 1.22 in 2024, whereas the inventory turnover reduced to 3.54 in 2024 from 3.66 in 2023. As per the statement of Hasangapon et al. (2021), a higher turnover of the company’s assets leads to better utilisation of the assets and generates revenue. Additionally, a lower ability of managing inventories within the business creates weak sales and poor demand forecasting. Moreover, the gearing ratio of General Electronics shows that the D/E ratio and interest coverage ratio has been associated with limited financial risk and stable capital administration. This leads to a strong financial position, suggesting an efficiency to manage its debt and less risky for investors. 
Threats: In addition to this, the investment ratio of General Electronics includes a P/E ratio, highlighting a negative value due to significant losses in the overall profitability and a steady dividend yield reflecting a retention improvement in shareholder value. As stated by Amir et al. (2024), a higher yield in the dividend aspects of a firm creates a strong cash flow and improves the stock prices. The context has been useful for the company to expand its business through enrolling with competitive investors. Finally, cash flow ratio includes a marginally declined operating cash flow and a free cash flow of the company. This indicates a pressure on liquidity and major operational threats for the company in the competitive market. 
[bookmark: _mzpfhj1kajxv][bookmark: _Toc213951960]1.4 Application of Corporate Failure Prediction Model to Assess Default Risk
	“Calculation of Altman Z-Score

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

	Component
	2024
	2023

	X1: WC / Total Assets
	0.26
	0.27

	X2: Retained Earnings / Total Assets
	0.64
	0.65

	X3: EBIT / Total Assets
	-0.05
	-0.24

	X4: MVE / Total Liabilities
	6.58
	6.56

	X5: Sales / Total Assets
	1.22
	1.18

	Z-Score of 2024
	6.23

	Z-Score of 2023
	5.57”


Table 2: Z-Score Calculation
(Source: Self-Developed)
The conceptualisation framework of Altman Z-Score includes a financial formula to predict the probability of the company of bankruptcy within the next two years. According to Asif et al. (2024), the safe zone includes Z > 2.99, where the company is considered financially healthy with a low probability of bankruptcy. Based on the examination, General Electronics has outperformed the 2.99 benchmark with scores of 6.23 in 2024 and 5.57 in 2023, with an application of the Altman Z-Score model. Apart from operational ineffectiveness and profitability concerns affecting the short-term stability of the company, this recommends a low default risk and sound financial health. However, a rise in the inflation rate can increase the production expenses and borrowing costs of the company, which reduces profit margin and cash flow stability. Thus, a lower preference of customers towards the mechanism of GE can affect its sales growth and market competitiveness. 
[bookmark: _Toc213951961]2. Working Capital Management Analysis
[bookmark: _Toc213951962]2.1 Assessing the Cash Operating Cycle
	“Cash Operating Cycle (COC) of General Electronics

	Particulars (Million)
	2024
	2023
	2022
	2021
	2020

	Average Inventory
	 £    	83,814
	 £ 	1,14,227
	 £ 	1,37,325
	 £ 	1,27,450
	 £ 	1,20,430

	Cost of Sales
	 £ 	2,80,885
	 £ 	3,22,897
	 £ 	3,90,459
	 £ 	4,28,586
	 £ 	4,38,424

	Inventory Days
	109
	129
	128
	109
	100

	Average Accounts Receivable
	 £ 	1,13,389
	 £ 	1,12,471
	 £ 	1,20,781
	 £ 	1,29,324
	 £ 	1,29,433

	Net Sales
	 £ 	3,94,879
	 £ 	4,20,457
	 £ 	5,42,751
	 £ 	6,01,602
	 £ 	6,14,680

	Receivable Days
	105
	98
	81
	78
	77

	Average Accounts Payable
	 £    	64,532
	 £    	64,203
	 £    	82,040
	 £    	87,968
	 £    	83,229

	Cost of Sales
	 £ 	2,80,885
	 £ 	3,22,897
	 £ 	3,90,459
	 £ 	4,28,586
	 £ 	4,38,424

	Payable Days
	84
	73
	77
	75
	69

	Formula
	"Inventory Days + Receivable Days - Payable Days"

	Cash Operating Cycle (COC)
	130
	154
	133
	112
	108”


Table 3: Cash Operating Cycle (COC) Calculation
(Source: Self-Calculated)
· One of the factors that have contributed to this decay has been the behaviour of Inventory Days that rose between 100 days in 2020 and 129 days in 2023 but only slightly dropped to 109 days in 2024. They create a high inventory signifying that the demand is ineffective, that the product is not turning over fast enough- important in the fast-moving consumer electronics market that the inventory becomes obsolete rapidly.
· “Receivable Days” have been on the high level of 77 days to 105 days with a great increase in 2024 to 105 days. This indicates that the customers are also paying much slower, probably because credit terms are lenient, customer financial health weakened or their discipline when making payments at the companies declined.
· The company has had a slight addition to Payable Days, as it has increased to 84 in 2024 although the addition is not enough to cover the increasing inventory and receivable cycles. The increase in the distance between “Receivable Days” and “Payable Days” suggests that this company is paying its suppliers significantly ahead of the customers it is receiving, which aggravates cash pressure.
Cash Operating Cycle (COC) of General Electric indicates that the efficiency of working capital declined in the period of 2020 to 2024. COC is the days needed for a business to receive inventory and collect cash from the sale of the inventory (Corporatefinanceinstitute, 2025). The company is currently operating at a COC of 108 days in 2020, which implies that it took 3.5 months to convert cash invested in inventory and receivables into cash inflows. 
[bookmark: _Toc213951963]2.2 Recommending Strategies to Improve Liquidity
General Electronics needs to undertake specific changes in support of inventory, receivables and payables management to reinforce short-term financial stability and restore liquidity. These interventions must be geared towards reducing the “Cash Operating Cycle (COC)”, lowering cash in the business, and decreasing the reliance on outside borrowing.
Inventory Management Optimisation
General Electronics with such continuously high “Inventory Days” of 129 days has to make a shift towards a more efficient demand-driven inventory system. Using JIT replenishment with the assistance of predictive analytics and real-time data will reduce stock levels and reduce the risk of obsolescence (Pal, 2023). The product portfolio rationalisation - eliminating slow moving or obsolete product lines will also eliminate storage costs and enhance turnover improvement. Also, enhanced cooperation with suppliers in the form of” Vendor-Managed Inventory (VMI)” can harmonize inventory circulation and decrease safety-stock levels.
Strengthening Receivables Management
General Electronics’ Receivable Days of 105 days in 2024, indicating that there is a need to enhance credit discipline. It is appropriate that the company should implement more stringent credit checks, brief credit terms, and early payment incentives including cash discounts. “Invoicing systems” and “online collection systems” can help decrease the time and error systems as it complies with technical and security standards (Europa, 2025). A credit-control department needs to raise awareness on outstanding debt, implement a collection policy and renegotiate with individual customers who pay late regularly. Such innovations will help lessen the account receivable and increase operating cash flow.
Optimising Payables to Maximise Supplier Credit
“The Payable Days” of General Electronics have not been rising proportionately, despite that liquidity problems are being faced. Low-cost financing can be achieved by renegotiating supplier contracts as suppliers only decide on option price for the company (Heydari et al., 2024). The adoption of a dynamic discounting model will enable the company to only release the cash in advance when there are cash surpluses, which will enhance flexibility. Procurement centralisation and standardisation of the payment period will also aid effective payables management. Therefore, these reforms will save a lot of time in the Cash Operating Cycle, make the company more liquid, less used to short-term borrowing.
[bookmark: _Toc213951964]2.3 Comparing Short-term and Long-term Financing Options
Short-term Financial Options: Short-term financing is exchanged by financing that is being borrowed within a time frame of less than one year in most cases as in the form of bank overdraft, trade credit, commercial paper, and short-term borrowing. Short-term financing options majorly deliver a significant boost to long-term investment (Nicolas, 2022). They are perfect in financing short-term requirements of working capital, filling cash flows or responding to a seasonal change. Nevertheless, they risk refinancing, increased volatility of interests and strain on liquidity in the event of the liquidity tighter.
Long-term Financial Options: Long-term financing includes term bank loans, corporate bonds, issuance of equities and long-term leases; all of which can offer a stable financing throughout a number of years (Worldbank, 2025). It is appropriate to capital investments, reorganisation, business development, and it helps in strategic development. Even though long-term financing typically comes with a higher cost of issuing and a greater collateral requirement, it eases the strain on cash flow because the repayment is not made in one breath. Overall, short-term financing allows flexibility whereas long-term financing contributes to sustainable financial stability.
[bookmark: _Toc213951965]3. Strategic Financial Restructuring Plan
[bookmark: _Toc213951966]3.1 Recommending Financial Restructuring Options
Divestiture of Non-Core or Underperforming Business Units
General Electronics is involved with a variety of products, most of which do not bring a lot of profitability, or create a high inventory obsolescence. Sale of non-core operations especially the low margin divisions and those with low technology would provide cash, decrease operating intricacy and also enhance overall asset efficiency.  The focal divestiture governance modes also result within post-divestiture (Corredor and Mahoney, 2021). Furthermore, divestiture enables management a chance to concentrate on product lines that have better competitiveness as far as their alignment to the strategic objectives of the organization is concerned.
Strategic Merger and Joint Venture
The synergies in R&D, procurement, and supply chain operations would be developed in case of a merger or joint venture with a more powerful competitor or a technology innovator. Technological capital would help to decrease the cost of duplications and the “rapid pace of technological change” can lead to skill gaps (Mirzaye and Mohiuddin, 2025). Mergers also enhance the bargaining power to the suppliers and this can help in increasing the payable terms and the cost of sales can be minimized. In a company that has lost its operational effectiveness and profit margins, a strategic alliance is a quicker path to repositioning itself in the market.
Equity Injection to Strengthen Capital Structure
An equity supply would be capital-intensively fund-raising, whether via the introduction of private equity or the acquiring of strategic funding or, a rights issue. General Electronics can invest this capital in working-capital stabilisation, re-organisation expenses, digitalisation, and debt-clearing. Equity injection enhances leverage ratios and “signal channel” plays a vital role in the “equity injection policy” (Xiong et al., 2023). Overall, the combination strategy of divestiture of companies’ strategic investment and partnership, as well as, equity injection, will revive liquidity, decrease financial risk, and facilitate long-term General Electronics turnaround.
[bookmark: _Toc213951967]3.2 Impact on Shareholder Value, Debt Structure, and Operational Flexibility
Impact on Shareholder Value
Breaking up of non-core or non-performing units can instantly boost shareholder value by producing cash inflows, cutting down on losses, and also boosting repeat on assets. For instance, “dual-purpose companies face inherent trade-offs” as they are caught between the “competing expectations of different stakeholders” (Battilana et al., 2022). This short-term watering down can be compensated by creating long-term value in case the extra capital is incurred in the high-growth areas, operational efficiency or the digital transformation. Shareholder value may also be increased due to merger or joint venture that will lead to synergy, better competition, and greater innovation ability.
Impact on Debt Structure
High dependency on the short-term credit lines and the low profitability of General Electronics has pointed to the stressed debt structure. The reduction of the costly short term borrowings through the use of divestiture proceeds can save the interest costs and enhance the solvency ratios. A capital injection makes the company more stable in terms of capital base as “cash flows from short duration stocks” may have better returns (Nukala and Prasada, 2021). This decreases the financial risk and could assist the company to secure more desired long-run funding. Debt capacity may also be enhanced with the help of strategic merger which will add size and stability to the joined entity reducing the perceived credit risk.
Impact on Operational Flexibility
Divestiture creates flexibility in operations through the removal of unproductive divisions and the liberation of management to concentrate on areas that are doing well. That better cash flow due to sales of assets and injecting money in the business makes the firm much more capable of investment in innovation, supply chain restructuring and working capital optimization. “Operational flexibility” refers to the “capacity of a business” to create functional adjustments (Spscommerce, 2024). Therefore, the re-engineer program is strengthening its financial position, diminishing leverage, and increasing long-term value generation and putting General Electronics at a position of more agile operations in the future.
[bookmark: _Toc213951968]3.3 International and Ethical Considerations
Taxation
General Electronics is highly spread in North America, Europe, and Asia, indicating its restructuring plan needs to include international and ethical factors, which have significant impacts on financial performance. In major markets, there are significant differences in the taxation policies. The federal corporate tax rate applied in the UK is 25% if the company made more than “£250,000 profit” per year (Gov, 2025). In turn, reorganising the operations, including outsourcing foreign subsidiaries or moving the manufacturing facilities, should be considered in terms of tax optimisation possibilities. Taxes on digital services in the EU and India, transfer pricing laws, “OECD BEPS regulations”, and other rules also present some compliance requirements (Oecd, 2025). Inability to comply with these standards may lead to financial fines and loss of reputation.
Currency Risk
In terms of currency risk, MNCs operating electronics are usually earning a substantial amount of revenue in USD, EUR, CNY, and the emerging market currencies. For example, companies like Apple are common to find them reporting revenue effects of dollar appreciation in annual reports (Apple, 2024). In the case of General Electronics, the key restructuring actions like mergers, divestitures or capital inflows should thus include hedging to cushion margins against exchange fallouts.
Inflation
Firms in the electronics sector are highly dependent on semiconductors, accuracy parts and international logistics systems which all saw cost spikes in the aftermath of the pandemic. In September 2024, the UK's current inflation rate stood at 4.1% (ONS, 2025). The continuous inflation helps the buyers to buy fewer electronics since it drains the demand capacity of non-essential commodities. This helps to justify operational effectiveness, supply-chain optimisation and enhanced working-capital management in the process of restructuring.
CSR
Long term strategic viability is concerned with ethical and Corporate Social Responsibility (CSR) issues. Consumers around the world are becoming more demanding when it comes to production that is sustainable, carbon commitments as well as responsible sourcing of rare-earth minerals that are used in electronics. General Electronics needs to streamline its restructuring in line with other ethical expectations, such as “international labour standards (ILO)” adopting a convention on “Decent Work for Domestic Workers” (Koliev, 2022). Brand reputation is boosted via ethical governance, investor confidence boosted, especially among ESG-driven funds, and the risk of regulation in the long run reduced. These international and ethical considerations will make the restructuring plan not only stable financially but also ethically, as well as globally.
[bookmark: _Toc213951969]4. Investment Appraisal and Capital Budgeting 
[bookmark: _Toc213951970]4.1 Investment Appraisal Techniques 
Project A
	“Project A

	Year
	Net Cash Flow (Million)
	Discount Rate @10%
	Present Value (Million)

	0
	-£                                   	40
	1.0000
	-£                 	40.00

	1
	 £                                   	10
	0.9091
	 £          	         9.09

	2
	 £                                   	12
	0.8264
	 £                   	9.92

	3
	 £                                   	14
	0.7513
	 £                 	10.52

	4
	 £                                   	10
	0.6830
	 £                   	6.83

	5
	 £                                     	8
	0.6209
	 £                   	4.97

	Total Present Value (PV)
	 
	 £                 	41.32

	1. Net Present Value (NPV)
	 
	 £                   	1.32

	2. Internal Rate of Return (IRR)
	 
	11.3%

	 
	Net Cash Flow (Million)
	Cumulative Cash Flow

	0
	-£                                                                        40
	-£                      	40

	1
	 £                                         	                            10
	-£                      	30

	2
	 £                                                                         12
	-£                      	18

	3
	 £                                                                         14
	-£                       	4

	4
	 £                                                                         10
	 £                        	6

	5
	 £                                                                          8
	 £           	           14

	3. Payback Period (PBP)
	3.4 Years
	 £                   	3.40

	Total Net Cash Inflow
	 £                      	54

	Total Profit
	 
	 £                      	14

	Average Annual Profit
	Million
	 £                   	2.80

	4. Accounting Rate of Return (ARR)
	 
	7%

	5. Profitability Index (PI)
	 
	1.03”


Table 4: Investment Appraisal for Project A
(Source: Self-Calculated)
In project A, the initial cost of the project is £40 million and the positive NPV is £1.32 million and this implies the project will increase the firm by a small amount. NPV estimate if a project's predicted financial return (Shou, 2022). The 11.3% IRR is a bit higher than the 10% discount that means that the profitability is acceptable. “Payback Period” is 3.4 years as the initial investment has been recovered fairly fast. The “accounting rate of return (ARR)” is 7% and this is lower than the cost of capital and it indicates poor accounting profitability. The “Profitability Index (PI)” of 1.03 is slightly higher than 1. Overall, in this case, there is limited value creation and Project A is not very persuasive although it is reasonable.
Project B
	“Project B

	Year
	Net Cash Flow (Million)
	Discount Rate @10%
	Present Value (Million)

	0
	-£                                       	30
	1.0000
	-£                 	30.00

	1
	 £                                             6
	0.9091
	 £                   	5.45

	2
	 £                                             6
	0.8264
	 £                   	4.96

	3
	 £                                             6
	0.7513
	 £                   	4.51

	4
	 £                                             6
	0.6830
	 £               	    4.10

	5
	 £                                             6
	0.6209
	 £                   	3.73

	Total Present Value (PV)
	 
	 £                 	22.74

	1. Net Present Value (NPV)
	 
	-£                   	7.26

	2. Internal Rate of Return (IRR)
	 
	0.0%

	 
	Net Cash Flow (Million)
	Cumulative Cash Flow

	0
	-£                                                                             30
	-£                      	30

	1
	 £                                                                               6
	-£                      	24

	2
	 £                                                                               6
	-£                      	18

	3
	 £                                                                               6
	-£                      	12

	4
	 £                                                                               6
	-£                       	6

	5
	 £                                                                               6
	 £                	      -  

	3. Payback Period (PBP)
	5 Years
	5.00

	Total Net Cash Inflow
	 £                      	30

	Total Profit
	 
	 £                      	-  

	Average Annual Profit
	Million
	 £                      	-  

	4. Accounting Rate of Return (ARR)
	 
	0%

	5. Profitability Index (PI)
	 
	0.76”


Table 5: Investment Appraisal for Project B
(Source: Self-Calculated)
Project B is a poor project on all the important measures of project appraisal. Investing £30 million, it has a negative NPV of -£7.26 million, and this is an instant indication that the shareholder value is being destroyed. The IRR and discount rate stand at 0% which is considerably lower than 10% indicating that the project is not yielding sufficient returns. PBP mainly shows how long it takes for a firm to recoup an investment (Corporatefinanceinstitute, 2025). The account payback Period is 5 years, which is much longer than it should be whereas the “Accounting rate of Return (ARR)” is 0, showing no accounting profitability. The 0.76 “Profitability Index” also adds weight to the conclusion that the returns in Project B are not acceptable, suggesting that Project B must be strongly rejected.
Project C
	“Project C

	Year
	Net Cash Flow (Million)
	Discount Rate @10%
	Present Value (Million)

	0
	-£                                             50
	1.0000
	-£                     50.00

	1
	 £                                               5
	0.9091
	 £                   	4.55

	2
	 £                                             10
	0.8264
	 £                   	8.26

	3
	 £                                             20
	0.7513
	 £                 	15.03

	4
	 £                                             25
	0.6830
	 £                 	17.08

	5
	 £                                             15
	0.6209
	 £                   	9.31

	Total Present Value (PV)
	 
	 £                 	54.23

	1. Net Present Value (NPV)
	 
	 £                   	4.23

	2. Internal Rate of Return (IRR)
	 
	12.7%

	 
	Net Cash Flow (Million)
	Cumulative Cash Flow

	0
	-£                                  	                                        50
	-£                      	50

	1
	 £                                                                                5
	-£                      	45

	2
	 £                                                                              10
	-£                      	35

	3
	 £                                                                              20
	-£                      	15

	4
	 £                                                                              25
	 £                      	10

	5
	 £                                                                              15
	 £                      	25

	3. Payback Period (PBP)
	3.6 Years
	3.60

	Total Net Cash Inflow
	 £                      	75

	Total Profit
	 
	 £                      	25

	Average Annual Profit
	Million
	 £                   	5.00

	4. Accounting Rate of Return (ARR)
	 
	10%

	5. Profitability Index (PI)
	 
	1.08”


Table 6: Investment Appraisal for Project C
(Source: Self-Calculated)
Among the three alternatives, Project C shows the best performance. It has a high NPV of £4.23 million that generates from a high value at £50 million of investment. Profitability is good with the IRR standing at 12.7% well above the 10% cost of capital. “The Payback Period” of 3.6 years indicates a customer affable payback of the investment. The expected pay of 10% is similar to its ARR with the PI of 1.08 confirming that it is efficient in the value generation per pound invested. Overall, Project C is financially appealing and depicts the most appealing investment choice being the most favorable choice within capital rationing parameters.
[bookmark: _Toc213951971]4.2 Final Investment Recommendation Assuming Capital Rationing of £60 Million
The investment of £60 million capital rationing constraint indicated that Project C is the most viable financially, as this project will have the highest value-creating balance, and still fall within the investment limit. Project C is a high outlay project with a start-up cost of £50 million and an initial financial robustness on main appraisal values with a highest “Net Present Value (NPV)” of £4.23 million, an “Internal rate of Return (IRR)” of 12.7%, and a “Profitability Index (PI)” of 1.08. “RPA investment appraisal” is based on the principles of DSR (Ylä-Kujala et al., 2023). These figures show that Project C provides the highest rate of returns per pound invested as well as it is above the 10% discount rate available to the firm and the shareholder value is increased. Project A on the other hand, though acceptable with £1.32 million positive NPV gives lower returns than Project C and Project B should be rejected as far as it creates negative NPV and PI of less than 1. Overall, it is only under capital rationing that the best decision can be Project C that can be made concerning investment.
[bookmark: _Toc213951972]4.3 Recommendations
Recommendation on General Electronics’ Financial Performance
The investment suggestion is rather consistent with the existing financial performance of General electronics, specifically, its profitability and liquidity ability. Supposing that the company does not change its profit margins, and current liquidity status is robust, the choice of Project C is financially rational since it is the one with the largest NPV, and it has a good IRR, which directly correlates with the profit growth in the long term. With a projected NPV of £4.23 million and an IRR of 12.7%, Project C yields returns that are also better than the cost of capital incurred by the firm which increases the overall level of profitability. 
On the liquidity issues, the £50 million investment is comfortable to fund by the company even though it does not go beyond the capital rationing limit and it does not strain short-term cash funds. The 3.6 year liquidity payback period of the project also contributes to the maintenance of liquidity by making sure that the invested capital will be recaptured relatively fast. “Liquidity management strategy” is significantly highly dependent on the “industry and company size” (Zimon et al., 2021). Thus, Project C is quite reputable in terms of the financial capabilities of this company and gains the company a positive contribution towards the increased profitability and financial stability in the future.
Recommendations on General Electronics’ Project Risk Characteristics
In terms of project risk, Project C gives the most favourable ratio between the returns and financial stability in terms of cash flows. Project C compared to the other projects shows stable cash to flow following the preliminary investment stage and therefore reduces vulnerability of cash flow. The trend of its cash flow reveals that it has a gradual increase in cash flow as cash flow management incorporates “forecasting and reporting” (Jpmorgan, 2025). This indicates it has a steady cash flow producing revenues and less uncertainty of operations. This predictability creates less project-related risk as well as increases the predictability of financial forecasts. 
On the contrary, the inflows that are relatively small and not predictable in Project A and low returns in Project B enhance uncertainty and risk insensitivity. Additionally, the IRR of Project C of 12.7% coupled with the positive profitability index shows that the project is not being affected in the face of the average unfavorable conditions. The payback is relatively short thus enhancing risk mitigation as the capital is collected in less time hence reducing risks over an extended time. Comprehensively, Project C has the most appealing risk-return profile, thus it was the most secure strategic decision in case of capital rationing.
[bookmark: _Toc213951973]Conclusion
In conclusion, it is seen that the financial analysis of General Electronics shows a lot of pressure on the profitability side, liquidity and inefficient working capital management. In spite of the fact that the firm has low risk of bankruptcy, weaknesses in the operations are indicative of a strategic restructuring that should be implemented. The results of investment appraisal also show that Project C is the option provided that can most enhance value in the case of capital rationing. It has been concluded that such measures will enhance liquidity and enhance shareholder value and help General Electronics to have a viable turnaround.
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