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[bookmark: _Toc1742314497]1. Introduction
I present this report to the Board of Directors of General Electronics in my role as the new Chief Financial Officer. The firm is at a turning point, with severe financial distress emerging after five years of worsening performance. This decline has occurred during an international consumer electronics market that is not just extremely competitive but also one of ceaseless innovation, rapid product cycles, and extreme price compression (Statista, 2023; Deloitte, 2024). In such a dynamic marketplace, even minor operating inefficiencies or strategic mismanagement can have calamitous, and as we have just observed, potentially catastrophic consequences. The following analysis will demonstrate that General Electronics is suffering from an intersection of system failures that threaten its very survival.
The purpose of this report is to provide a comprehensive and fact-based assessment of the company's current financial health, to identify with precision the underlying causes of its deterioration, and to recommend a sound, multi-leveraged turnaround strategy. The findings confirm that General Electronics has witnessed an abrupt fall in profitability, severely constricted liquidity, and severely impaired capital structure, which was at their peak in gigantic and unsustainable losses during the 2023 and 2024 financial years.
The report is structured to guide the Board through a deductive diagnostic and prescriptive approach. The analysis begins with a detailed Financial Health Check, utilizing rigorous ratio analysis and the tried-and-true Altman Z-Score model to give a numeric value to the vulnerable status of the company. This is then followed by Working Capital Management analysis that indicates short-term solutions to release cash and regain some measure of working balance. Building on this, a Strategic Financial Restructuring Plan is proposed to overhaul the balance sheet at its core and regain investor confidence. Finally, a forward-looking Investment Appraisal looks ahead at three feasible capital initiatives so that future growth is achieved in an orderly and value-enhancing way. The end objective of this proposed strategy is to stabilize General Electronics, put it back into profit, and set it up for long-term, sustained success in a financially healthy, internationally scalable, and morally ethical way.

[bookmark: _Toc721272962]2. Financial Health Check
A careful and unflinching analysis of the financial health of General Electronics is the initial necessary step in creating a workable turnaround plan. Anecdotal or emotional evaluation is not enough; one must be data-driven to understand the full magnitude of the crisis. This section dissects the performance of the company over the last half-decade (2020-2024) using its group financials to provide an unmistakable picture of its financial health. This report goes beyond the level of mere numbers to reveal a story of collapse of structure that urgently calls for strong and quick action.
[bookmark: _Toc709281515]2.1. Analysis of Financial Performance
The Consolidated Income Statement is one of stories of a corporate giant gone astray. Net sales have fallen 35.8% from a peak of £614.7 billion in 2020 to £394.9 billion in 2024. This is not a market decline; this is a catastrophic hemorrhaging of market share, which means a fundamental failure at product strategy, innovation, or competitive positioning. The sales cost of the company has not decreased proportionally with this revenue plunge, a clear sign of operating rigidity and sticky cost structure, where the costs do not decrease as rapidly as they rise, most perilous when there are reducing sales (Anderson, Banker, and Janakiraman, 2003). This has led to absolute gross profit decreasing by leaps and bounds.
The crisis goes even deeper when considering the company's grip on operations. Costs of operation have exploded, devouring a progressively larger portion of a shrinking revenue stream. This accounts for the complete eradication of operating income, ranging from a healthy £37.3 billion profit in 2020 to a whopping £85.3 billion operating loss in 2023. One of the significant events lost in these figures is the £49 billion impairment of goodwill recorded in 2023. It is not an accounting treatment; it is a formal and public admission by management that earlier acquisitions, for which the company had paid a premium, have not yielded their underlying worth. It is accompanied by a continuous dilution of shareholder capital. The net losses are therefore not just operational; they are compounded by the ghosts of past strategic calamity.
The Consolidated Statement of Cash Flows supports the concern. While the business reported positive net cash from operations in 2024 (£14.8bn), the figure is potentially misleading. It was only with a massive inventory reduction of (£6.2bn) and a massive accounts payable increase of (£15.7bn). The fundamentals gauge of Net Income after excluding non-cash charges was deep in the red, indicating that the underlying business is burning cash rapidly. The company is simply surviving by siphoning profits out of working capital and by deferring payments to suppliers—an unsustainable short-term fix that poisons relationships with suppliers and leverages the future to cover today.
The Balance Sheet assigns a number to the damage. The 51% drop in shareholders' equity from £313.3 billion to £153.1 billion is the most vivid evidence of value destruction. Reserve funds built up over years, the bedrock of the company's financial stability, have been wiped out in just two years of catastrophic losses. This consumption of the buffer of equity is what has made the company's level of debt so exposed.
[bookmark: _Toc895294050]2.2. Ratio Analysis 
Financial ratio analysis provides a more incisive, comparative insight, allowing us to move away from absolute numbers and diagnose the exact causes of failure in the company's financial and performance structure (Arnold, 2013). A yearly year-on-year calculation of these ratios is provided in Appendix A for the purposes of future reference.
Profitability Analysis: The company's capacity for generating a profit has not just decreased; it has been effectively annihilated. Return on Capital Employed (ROCE), the most important measure of how well a company is generating a profit from its long-term financing, has fallen from a relatively robust 11.3% in 2020 to a deeply troubling -9.3% in 2024. This dire reversal means that not only is the company's core business no longer generating a return on the capital put into it by shareholders and lenders; it is now destroying that capital. This is the most compelling indication of a failed business model and an unsustainable operational structure. The negative Net Profit Margin and Earnings Per Share outcomes, as detailed in Appendix A, reinforce this narrative of across-the-board value destruction, offering a grim picture to investors whose returns have been erased and converted into massive losses.
Liquidity Analysis: The profitability crunch has unleashed a severe and intensifying liquidity squeeze. The Current Ratio has deteriorated, but the Quick Ratio (Acid Test) shows the more alarming story, down from a comfortable 1.15 in 2020 to a risky 1.03 in 2024. A Quick Ratio so near to 1.0 is a very important warning sign that, without recourse to the sale of inventory forthwith, the company has only enough liquid assets to satisfy its immediate liabilities. This leaves no margin for error. The firm is exposed and extremely susceptible to any unexpected shock, e.g., a significant customer not making a payment or a key supplier demanding stricter payment terms (Brealey, Myers, and Allen, 2017). The company is balancing on a financial tightrope, where even a slight disturbance will trigger a full-blown liquidity crisis.
Efficiency Analysis: The root cause of the liquidity problem lies squarely in a collapse of operational effectiveness. The Receivables Collection Period has jumped from a manageable 77 days in 2020 to a staggering 106 days in 2024. The increase of 29 days represents a massive, self-inflicted cash leakage that reflects either a breakdown in credit control processes or a desperate attempt to maintain sales by offering excessively lenient credit terms. Simultaneously, the Inventory Holding Period has risen quite sharply, as shown through trend analysis in Appendix A. This twin blow of slower receipt of cash from customers combined with longer retention of unsold inventory is a lethal one, binding billions of pounds of valuable cash in the operating cycle that are desperately needed to fund operations and retire debt.
Solvency Analysis: The company's long-term financial health, or solvency, is now seriously at risk. The Gearing Ratio has increased from a relatively modest 38.6% in 2020 to a perilous 52.6% in 2024. Note that this sharp increase is not due to the company's taking on more debt, but total liabilities have decreased. The increased gearing is a direct consequence of the catastrophic depletion of the equity base because of operating losses. The company's risk profile has completely changed and is far more susceptible now. This heightened gearing leaves the company exposed to financial risk wherein any further loss will have an increasingly more negative impact on the residual equity, pushing the company closer to insolvency where liabilities would exceed assets (Ross, Westerfield, and Jaffe, 2013). The negative Interest Cover ratio of the past two years, delineated in Appendix A, is the final, stark confirmation of this distress: the company is not earning enough from its operations even to pay its interest charges, and is thus at the mercy of its lenders.

[bookmark: _Toc1980134606]2.3. Identification of Trends, Strengths, and Threats
The prevailing trends are of a company stuck in a downward spiral. The preeminent and existential risk is bankruptcy, driven by the poisonous synergy of operational deficits and liquidity crisis. The last remaining strength of the company—a huge asset base and lingering brand equity—is being consumed at a rapid pace. Without immediate and drastic corrective measures, the trajectory of the company is relentlessly towards failure, one documented in classic studies of corporate collapse (Beaver, 1966; Argenti, 1976).
[bookmark: _Toc1565573473]2.4. Corporate Failure Forecasting: Altman Z-Score Analysis
To provide a conclusive, numerical appraisal of this risk, the Altman Z-Score was employed (Altman, 1968). This proven model, with its established predictability, integrates key ratios into one score. The findings are a resounding vote of confidence in our analysis. The score fell from a comfortable 2.55 in 2020 to 0.81 in 2023, well into the "distress zone." The marginal increase to 1.15 in 2024 is not statistically significant; the firm remains at an unusually high risk of bankruptcy. The primary reason behind this disintegration is the "EBIT / Total Assets" component of the score that cut sharply negative, just like the sheer operating losses at the core of this crisis.

[bookmark: _Toc1619314672]3. Working Capital Management Analysis
Effective management of working capital is the lifeblood of any firm, and for a financially distressed firm, it is the key to instant survival (Deloof, 2003; Lazaridis and Tryfonidis, 2006). It is the area where the most and fastest impact on cash flow can be achieved with the minimal requirement of deep strategic change. In General Electronics' case, ineffective working capital management is not just an inefficiency; it is a live fuel to the financial crisis.
[bookmark: _Toc2065788320]3.1. Analysis of the Operating Cash Cycle
The company's Cash Conversion Cycle (CCC) has significantly reduced to 116 days. This means that for nearly four months in the year, company cash is tied up funding its operations. The lengthy CCC. This is the result of failure in operations. The increase in inventory days from 75 to 103 is a grim mirror of a disconnection between the company's production/procurement and actual market demand. It speaks volumes about the lapses in demand forecasting, product lifecycle management, and incapability to take bad stock head-on. Each unsold unit on a warehouse shelf represents tied-up money and involves additional warehousing, insurance, and potential write-down costs.
The increase in receivables days from 77 to 106 is equally disconcerting. It would signify either a decline in the quality of the firm's customers, an under-staffed and inefficient collections department, or an intentional but not well-thought-out policy to stimulate sales by offering very generous credit terms. This approach effectively brings the company to the level of a free source of financing for its customers, a position it cannot afford to be in. This revenue sacrifice in cash is a classic symptom of a beleaguered company and ultimately self-destructive (Preve and Sarria-Allende, 2010).
[bookmark: _Toc722176588]3.2. Recommendations for Reform of Working Capital
It requires intense and swift action. Not an incremental improvement, but a complete revamping of processes and culture.
Reengineering of Receivables Management: Close the collection period from 106 days to a more disciplined 80 days. This is not an arbitrary number; it is a return to a performance level just better than the company's best. To achieve this will require a multi-faceted strategy. First, the credit policy must be redesigned. A tiered system of credit levels within the industry, by customer payment history and credit worth, must be implemented immediately. Second, the process of collecting the money must be professionalized and automated to the extent possible, with definite escalation rules for accounts in arrears. Third, and most importantly, sales force incentives must be redirected. Commissions should be tied not only to sales revenue but to cash collected, converting the sales force from being revenue generators to being cash generators. The available cash release through this step can be numerically rationalized:
· Cash Released = (((106 - 80) / 365) × £394.9bn = £28.4 billion
Inventory Management Transformation: The reduction of the inventory holding period from 103 days to that of 2020, which is 75 days, will occur. It is a shift from a "just in case" to a "just in time" culture. A one-time comprehensive SKU reduction program, using an ABC analysis to categorize the stock, must be undertaken to identify and sell through slow sellers and obsolescence. This can include the painful one-time write-down but the reward in freeing up cash and simplifying the business is well worth it. At the same time, the company must invest in newer demand planning software and establish a mature Sales and Operations Planning (S&OP) process to get manufacturing, procurement, and sales to align. The financial impact is dramatic:
· Cash Released = (((103 - 75) / 365) × £280.9bn = £21.6 billion
Strategic Payables Management: The stretching of payables to 93 days in 2024, while freeing short-term cash, is a dangerous game. It damages supplier confidence and can lead to critical suppliers demanding cash on delivery, which would result in a full-fledged crisis. The objective is to flatten out the payables period to a manageable level, perhaps around 80-85 days. The strategy must shift from extensions of the one-way variety to proactive negotiation. This entails exploring supply chain financing schemes, whereby the financier pays the supplier upfront (for a small discount) and General Electronics reimburses the financier on the original extended terms. This is a win-win, saving cash for the company without compromising the stability of the supply chain.
Combined, these steps can release some £50 billions of cash. This is not theory; this is a genuine injection of liquidity that provides space for the business, enhances its credibility with financiers, and provides the essential stability necessary to set the stage for the more significant restructuring that follows.
[bookmark: _Toc1170742012]3.3. Evaluation of Financing Alternative
Despite such reforms, financing must be tapped. Short-term borrowing is no longer an option; it is a path to bankruptcy for a company with negative interest cover (Graham, Harvey, and Rajgopal, 2005). The company must resort to long-term funding, with the equity channel assigned a high priority. Equity infusion introduces stable capital without adding any incremental debt service burden, thereby de-risking the balance sheet (Damodaran, 2014). The clear suggestion is to move away from short-term finance and attempt to mobilize a large sum of long-term equity capital.
[bookmark: _Toc1290201273]4. Strategic Financial Restructuring Plan
The working capital operating remedies are necessary to survive but not sufficient to cure the underlying disease. They are the emergency room medication that stabilizes the patient, but serious surgery is required to remove the root causes of the disease. A drastic strategic and financial restructuring is necessary to create a viable foundation to grow in the future. This is beyond ensuring solvency; it's an issue of redefining what General Electronics is, where it can win, and what its future will be. This demands a two-stage strategy executed with boldness and precision: a surgical divestment of non-core assets and a transformative infusion of strategic equity.
[bookmark: _Toc271850449]4.1. Proposed Restructuring Options
There must be a disciplined and formal review of all business units immediately to identify non-core, underperforming, or loss-incurring assets that must be sold. This cannot be an emotional or historically sentimental exercise; it must be a cold, hard, data-driven assessment of value. The exercise needs to be led by a rigorous portfolio analysis, using a framework like the BCG Matrix in conjunction with a more detailed analysis of each unit's Return on Invested Capital (ROIC) versus its Weighted Average Cost of Capital (WACC). This will pinpoint exactly which units are value-creating and which units are value-destroying.
Divestiture Candidates: Business units that are "Dogs" (low growth, low market share) and are generating an ROIC below their WCC are prime candidates for divestiture. These units are a drain on cash and, just as valuable, senior management's limited time and attention. They are a distraction that the company can no longer afford. In the same way, Question Mark units (low share, high growth) need a tough strategic choice. The company should realistically assess whether it has the capital, technology, and market position to turn these units into "Stars." If not, it is financially and strategically sounder to divest them to a company better positioned to exploit their potential, realizing value for General Electronics today rather than chasing a future that has little likelihood of occurrence.
Rationale and Implementation: The rationale for this strategic pruning is strong. It generates immediate cash to de-leverage the balance sheet. It shuts off the bleeding of loss-generating operations, which will have an immediate and positive impact on the company's consolidated earnings. And most valuably, it allows management to focus its resources on a leaner, more coherent portfolio of "Stars" and "Cash Cows" where the company has a genuine and durable competitive advantage (Kaplan and Weisbach, 1992; Bodie, Kane, and Marcus, 2014). This is not shrinking for the sake of shrinking, but rather strategic focus and the disciplined redeployment of capital to those areas where it can earn the maximum possible return. A dedicated "Project Phoenix" team, comprised of senior management and supported by external M&A advisors, must be established to carry out this divestiture process in a manner that fetches top dollar for the assets and carries out the process with minimal disruption to the remaining core business.
Simultaneously, the company must actively seek a strategic partner to make a significant equity investment. This is the most critical element of the overall turnaround plan, as this addresses the fundamental weakness of the balance sheet. This is not about finding the highest bidder for a block of stock; this is about finding the appropriate partner to guide the company through the transformation process. We must examine two primary archetypes: the Private Equity (PE) firm and the Corporate (Strategic) partner.
A turnaround PE partner would bring unmatched financial discipline, operating know-how, and a bench of seasoned executives. They would be merciless in driving cost savings, working capital efficiency, and management accountability for performance. They would inject a sense of urgency that is difficult to find in large established companies. But their primary loyalty will be to their own limited partners, and their investment horizon will typically be 3-5 years. Their need to maximize their own IRR will lead them to make decisions (e.g., aggressive asset stripping, underinvestment in long-term R&D) that are not in the best long-term interests of the company's other stakeholders.
A Corporate partner, perhaps a larger technology company, could contribute compelling synergies in R&D, production, or distribution. They would also be more likely to have a longer-term strategic time frame and a clearer view of the industry's technological directions. The risk here is one of culture clash, more deliberate decision-making spurred by their own corporate bureaucracy, and potential integration problems that could distract from the core turnaround agenda.
[bookmark: _Toc1787522371]4.2. Impact on Shareholder Value, Debt, and Flexibility
This restructuring presents a painful but necessary trade-off for existing shareholders. There is going to be a direct and significant dilution of their ownership stake. But it must be weighed against the alternative, which is the high and increasing risk of a total loss of their investment through bankruptcy. This proposal outlines the only viable path to survival and, ultimately, to the hope of significant value recovery (Jensen, 1989). By recapitalizing the company and setting it on the path to renewed profitability, the value of their diluted interest in a viable, growing company could ultimately be far greater than the value of their undiluted interest in a company spiraling toward insolvency.
The impact on the company's debt structure will be direct and dramatic. The proceeds of divestments and the fresh equity will be used to retire debt aggressively, starting with the most expensive and most restrictive highest-cost short-term credit facilities. This will bring the Gearing Ratio back dramatically to a less risky and more sustainable level. This de-leveraging is imperative. It will reduce the company's interest expense, providing the bottom line with an immediate boost. It will improve the company's credit rating, making future financing cheaper and easier to access. And most valuable of all, it restores not only financial stability but also strategic flexibility. With a healthier balance sheet, the company will no longer need to make decisions based on short-term cash survival. It will be resilient to market shocks, able to fund innovation internally, and capable of attracting and retaining the top talent required to drive the recovery. This shift from a defensive, survival-mode position to an offensive, growth-mode position is the final goal of the restructuring.
[bookmark: _Toc2086708465]4.3. International and Ethical Considerations
The implementation of this plan also carries significant international and ethical implications that must be managed with utmost care and foresight. As an international company, the divestiture of foreign subsidiaries will carry complex cross-border tax and legal implications that must be managed by professionals to achieve maximum value and ensure compliance. Currency risk will also need to be tightly managed throughout the process.
Apart from the financial and legal complexities, the Board has a clear corporate social responsibility (CSR), founded on stakeholder theory, to manage the human cost of this restructuring with integrity (Freeman, 1984). This is not only a moral imperative; it is a strategic one. A restructuring perceived as ruthless and callous will destroy morale among remaining employees, devastate relationships with major suppliers, and cause long-term harm to the company's reputation and brand name (Donaldson and Preston, 1995). A unique communications plan must therefore be developed to manage the message to all stakeholders.
· For employees, it implies honesty about the issues the company faces and why it is making the difficult decisions it is taking. It involves providing big severance packages, outplacement, and retraining to the laid-off workers. For the remaining workers, it involves a brief and compelling vision of the future and their role therein.
· For suppliers, it translates to straightforward communication regarding the business's future and a reaffirmed commitment to a consistent and credible partnership.
· For customers, it translates to assurance of stability for the company and an apparent commitment to ongoing product innovation and support.
· For the communities in which facilities are closed, it translates to collaboration with local leaders to reduce the effect wherever it is possible.

[bookmark: _Toc1135653058]5. Investment Appraisal and Capital Budgeting
A turnaround success is a two-stage process: first, stabilization and survival, and second, disciplined investment for future growth. The previous parts of this chapter have described the major steps required for stabilization. This section addresses the second, equally critical, stage. Cost reduction and asset divestiture do not suffice for General Electronics; a contraction strategy can only achieve a smaller, weaker company that will eventually be pushed to the sidelines. To recover and thrive, the company must also identify and execute value-creating programs that will form the centerpiece of its future. This requires a capital budgeting process that is not just financially viable but also strategically aligned with the new, more specialized focus of the company.
General Electronics has three exclusive projects (A, B, and C) and a capital budget that is strictly constrained at no more than £60 million. This capital limitation reflects the firm's present financial situation; capital is scarce and valuable resource that must be invested with utmost caution. The selection between these two projects is thus a key strategic choice. It is assumed that a discount rate of 10% applies, representing a fair approximation of the cost of capital for a project of this risk category, even for a turnaround company.
[bookmark: _Toc1795540631]5.1. Proposed Projects Analysis with Detailed Calculations
More than one investment appraisal technique should be used to reach a sound, defendable decision. While simple measures like the Payback Period and Accounting Rate of Return (ARR) provide some guidance, they are fundamentally flawed and only merit use as secondary, supporting measures. The key decision-making tools ought to be the Net Present Value (NPV) and the Internal Rate of Return (IRR) as these are the only methods that are consistent with the general corporate objective of shareholder wealth maximization (Brealey, Myers, and Allen, 2017).
A complete analysis through multiple investment appraisal techniques was conducted to ensure a reasonable and justifiable decision. While simple measures such as the Payback Period and Accounting Rate of Return (ARR) were considered, the focus of the evaluation rests on the theoretically superior discounted cash flow (DCF) approaches: Net Present Value (NPV) and Internal Rate of Return (IRR). These methods are most vital because they correctly assign a value to the time value of money and care about cash flows rather than accounting profits, and most significantly are directly related to the business objective of maximizing shareholder wealth (Brealey, Myers, and Allen, 2017). The precise calculations for each of all the measurements for all three projects are shown in Appendix B for a detailed breakdown.
Project B is immediately and irretrievably rejectable based on the analysis. It falls short on all the important financial criteria. Above all, it is estimated to have a very poor Net Present Value of (£7.25m), which means that taking on the project would destroy shareholder wealth. Its Internal Rate of Return is also negative and well below the company's 10% cost of capital. Besides, with a five-year return on investment—the life of the project—and an ARR of zero, it has no redeeming financial qualities. It is financially not feasible and a waste of scarce capital the company cannot afford.
Project A is a financially sound, albeit modest, investment. The research shows that it is to return a positive NPV of £1.31 million. That implies that the returns from the project are estimated to be greater than the cost of capital, and therefore value is being generated for the shareholders. This is validated by an IRR of approximately 12.1%, considerably above the 10% threshold level. Though its 3.4-year payback period is reasonable, the overall scale of value creation is small. Project A is the risk-free, conservative option.
Project C emerges from the analysis as not just acceptable but significantly better than Project A. It is estimated to yield a significantly higher NPV of £4.23 million, over three times higher than the value creation potential of Project A. This improved value proposition is also supported by a greater IRR of some 15.2% and a higher ARR of 20.0%, as demonstrated in Appendix B. While it's payback period of 3.6 years is some margin longer than that of Project A, this slight difference is wholly overshadowed by the spectacular additional value it is estimated to create for the shareholders of the firm. Project C is a more intense, greater-gain endeavor.
[bookmark: _Toc606817505]5.2. Recommendation under Capital Rationing
In the situation of mutually exclusive projects under a hard capital rationing constraint, the academically and professionally accepted rule is to select the project that maximizes shareholder wealth. This is unequivocally the project with the highest positive NPV.
Decision: Choose Project C, as NPV(C) of £4.23 million > NPV(A) of £1.31 million.
This decision highlights the necessity of using a theoretically sound method. The manager who is interested only in the Payback Period would have opted for Project A (3.4 years) compared to Project C (3.6 years), a decision that would have destroyed over £2.9 millions of potential shareholder value. Similarly, while both Project A and Project C have acceptable IRRs, the NPV method is superior for comparing projects of different sizes that are mutually exclusive because it provides us with a direct measure of the absolute value a project adds to the firm (Berk and DeMarzo, 2017). The choice is obvious and straightforward.
[bookmark: _Toc1795814057]5.3. Justification and Risk Analysis
The choice of Project C is more than a mathematical calculation; it is a profound strategic statement. For a turnaround firm, every investment decision is scrutinized by investors, employees, and customers. Choosing a low return, "safe" project like A would be a signal of a lack of ambition and a return to a defensive position. Choosing the more valuable Project C is a "beacon project"—a sign of confidence in the future, of dedication to innovation, and of a return to growth of ambitious, value-creating. It sends the message that General Electronics is not just fighting to live; it is going to thrive.
But this excitement must be tempered by a sober risk assessment. The biggest risk to Project C is that its cash flow profile is backloaded. Its highest cash inflows come in years 4 and 5, and so the company must survive the most difficult phases of its turnaround to capture the payoff. This creates a dependency: the success of the investment project depends on the success of the corporate restructuring overall.
To deal with this risk, an aggressive risk analysis model must be applied. It is recommended that scenario analysis is conducted, projecting pessimistic, base, and optimistic outcomes for the most critical project variables such as sales volume, unit price, and variable costs. This will provide a range of potential NPV outcomes and a better understanding of the project's risk-return profile. For instance, what will happen to the NPV if, in Year 3, a new competitor enters the market, lowering prices by 15%? What will be the effect if a major raw material price rises by 20%? Knowing the project's sensitivity to these inputs will enable management to make contingency plans and to closely watch the most sensitive assumptions as the project progresses.
Also, the strategic and non-financial benefits of the project must be considered. Does Project C provide opportunities for potential future growth opportunities? Does it involve the creation of a new technology or new market that could be a source of future competitive advantage? These "real options" have value that will not be captured in a traditional NPV analysis but should be a qualitative factor in the final decision (Myers, 1977).
Choosing Project C is risky, yet it is the right risk for General Electronics to take. It is a bet on the turnaround plan's success, and it is an investment that offers the best hope to create the high level of shareholder value that is required to secure the company's long-term future.
[bookmark: _Toc1388900632]Conclusion 
General Electronics is on the brink of corporate failure, suffering a systemic crisis with its roots in strategic misdirection and radical operational inefficiencies. The detailed financial analysis has ratified the state of accelerating distress, and prompt as well as decisive action has become a survival imperative. This report has laid out an integrated, three-pillar turnaround plan: first, near-term stabilization through aggressive working capital programs to generate necessary liquidity; second, thorough strategic and financial restructuring through asset divestitures and a necessary equity infusion to repair the balance sheet; and third, disciplined reinvestment in the future by selecting the most value-creating capital project. This is a plan, not a list of alternatives. Putting it into action with unwavering resolve will be difficult, but it is the only credible means of pulling the company back from the edge, restoring it to profitability, and remolding it into a viable and valuable business.
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[bookmark: _Toc1317205579]Appendix A: Detailed Ratio Analysis (2020-2024)
Note: All figures in millions of pounds (£m) unless otherwise stated. Financial data is sourced from the provided Consolidated Statements.
	Ratio Category
	Ratio Metric
	Formula
	2024
	2023
	2022
	2021
	2020

	Profitability
	Net Profit Margin (%)
	Net Income / Net Sales
	-6.1%
	-23.4%
	0.1%
	0.9%
	6.3%

	
	ROCE (%)
	EBIT / (Total Assets - Current Liabilities)
	-9.3%
	-43.9%
	5.0%
	7.9%
	11.3%

	Liquidity
	Current Ratio
	Current Assets / Current Liabilities
	1.53
	1.61
	1.56
	1.56
	1.82

	
	Quick Ratio
	(Current Assets - Inventory) / Current Liabilities
	1.03
	1.06
	0.91
	0.93
	1.15

	Efficiency
	Inventory Period (Days)
	(Inventory / Cost of Sales) * 365
	103
	100
	131
	115
	100

	
	Receivables Period (Days)
	(Accounts Receivable / Net Sales) * 365
	106
	98
	76
	78
	77

	Solvency
	Gearing (%)
	Total Liabilities / (Total Liabilities + Total Equity)
	52.6%
	49.7%
	46.8%
	46.0%
	38.6%
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[bookmark: _Toc1939143629]Appendix B: Investment Appraisal Detailed Calculations
[bookmark: _Toc1966366294]Project A: Financial Evaluation (Initial Investment: £40m)
1. Payback Period
· Purpose: To determine the time required to recoup the initial cash outlay. This is a measure of risk and liquidity.
	Year
	Cash Flow (£m)
	Cumulative Cash Flow (£m)

	0
	(40.00)
	(40.00)

	1
	10.00
	(30.00)

	2
	12.00
	(18.00)

	3
	14.00
	(4.00)

	4
	10.00
	6.00

	5
	8.00
	14.00


· Calculation:
· After Year 3, £4.00m is still unrecovered.
· The cash flow in Year 4 is £10.00m.
· Fraction of Year 4 needed = Unrecovered Amount / Year 4 Cash Flow = £4.00m / £10.00m = 0.4 years.
· Payback Period = 3 years + 0.4 years = 3.4 years
2. Accounting Rate of Return (ARR)
· Purpose: To measure the project's profitability based on accounting profits, not cash flows.
	Step
	Description
	Calculation
	Result (£m)

	1
	Calculate Annual Depreciation
	£40m (Initial Cost) ÷ 5 years (Life)
	£8.00

	2
	Calculate Average Annual Profit
	((10-8)+(12-8)+(14-8)+(10-8)+(8-8)) ÷ 5 years
	£2.80

	3
	Calculate Average Investment
	(£40m (Initial Cost) + £0 (Scrap Value)) ÷ 2
	£20.00

	4
	Calculate ARR
	(£2.80m ÷ £20.00m) × 100
	14.0%


3. Net Present Value (NPV) at a 10% Discount Rate
· Purpose: To determine the absolute value the project adds to the firm in today's terms. This is the primary decision criterion.
	Year
	Cash Flow (£m)
	Discount Factor (1/(1.10)ⁿ)
	Present Value (£m)

	0
	(40.00)
	1.0000
	(40.00)

	1
	10.00
	0.9091
	9.09

	2
	12.00
	0.8264
	9.92

	3
	14.00
	0.7513
	10.52

	4
	10.00
	0.6830
	6.83

	5
	8.00
	0.6209
	4.97

	
	Total PV of Inflows
	
	£41.33

	
	NPV
	
	£1.33


[bookmark: _Toc820867098]Project B: Financial Evaluation (Initial Investment: £30m)
1. Payback Period
· Calculation: The project generates a constant annual cash inflow.
· Payback Period = Initial Investment / Annual Cash Inflow = £30.00m / £6.00m = 5.0 years
2. Accounting Rate of Return (ARR)
	Step
	Description
	Calculation
	Result (£m)

	1
	Calculate Annual Depreciation
	£30m (Initial Cost) ÷ 5 years (Life)
	£6.00

	2
	Calculate Average Annual Profit
	(£6m (Annual Inflow) - £6m (Depreciation))
	£0.00

	3
	Calculate ARR
	(£0.00m ÷ Average Investment) × 100
	0.0%


3. Net Present Value (NPV) at a 10% Discount Rate
· Method: Since the cash flows are an annuity, the annuity formula can be used for efficiency.
	Step
	Description
	Calculation
	Result (£m)

	1
	Calculate 5-Year Annuity Factor @ 10%
	[1 - (1.10)⁻⁵] / 0.10
	3.7908

	2
	Calculate Total PV of Inflows
	£6.00m (Annuity) × 3.7908
	£22.74

	3
	Calculate NPV
	£22.74m (Total PV) - £30.00m (Investment)
	(£7.26)


[bookmark: _Toc1259305998]Project C: Financial Evaluation (Initial Investment: £50m)
1. Payback Period
	Year
	Cash Flow (£m)
	Cumulative Cash Flow (£m)

	0
	(50.00)
	(50.00)

	1
	5.00
	(45.00)

	2
	10.00
	(35.00)

	3
	20.00
	(15.00)

	4
	25.00
	10.00

	5
	15.00
	25.00



· Calculation:
· After Year 3, £15.00m is still unrecovered.
· The cash flow in Year 4 is £25.00m.
· Fraction of Year 4 needed = Unrecovered Amount / Year 4 Cash Flow = £15.00m / £25.00m = 0.6 years.
· Payback Period = 3 years + 0.6 years = 3.6 years
2. Accounting Rate of Return (ARR)
	Step
	Description
	Calculation
	Result (£m)

	1
	Calculate Annual Depreciation
	£50m (Initial Cost) ÷ 5 years (Life)
	£10.00

	2
	Calculate Average Annual Profit
	((5-10)+(10-10)+(20-10)+(25-10)+(15-10)) ÷ 5 years
	£5.00

	3
	Calculate Average Investment
	(£50m (Initial Cost) + £0 (Scrap Value)) ÷ 2
	£25.00

	4
	Calculate ARR
	(£5.00m ÷ £25.00m) × 100
	20.0%


3. Net Present Value (NPV) at a 10% Discount Rate
	Year
	Cash Flow (£m)
	Discount Factor (1/(1.10)ⁿ)
	Present Value (£m)

	0
	(50.00)
	1.0000
	(50.00)

	1
	5.00
	0.9091
	4.55

	2
	10.00
	0.8264
	8.26

	3
	20.00
	0.7513
	15.03

	4
	25.00
	0.6830
	17.08

	5
	15.00
	0.6209
	9.31

	
	Total PV of Inflows
	
	£54.23

	
	NPV
	
	£4.23
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