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[bookmark: _Toc217257780]Executive Summary

General Electronics is a global organization whose products and services are tailored to meet the requirements of the consumer electronics industry. There has been a gradual decline in the financial stability of the company but that’s been the case for five years now. Sales have already fallen, operating losses have continued, cash availability has tightened, and overall financial risk has risen. "It's a very profitable company but now it has got major structural issues." If powerful and timely actions are not taken, the company might be confronted with grave uncertainty about its future existence.
However, a more detailed analysis of the financial statements reveals that revenue has been decreasing since 2020 and operating margins have significantly declined and even turned negative during the last years. The operating and net margin have been negatively impacted by high fixed costs and downward price pressure and limited options to cut costs. Firm is also experiencing a disintegration in liquidity and relying more and more on inventory to pay short term debt. Efficiency ratios point to a longer cash conversion cycle due to high levels of inventory and slow payments from customers. Meanwhile, as shareholder equity has dwindled, financial leverage has increased and investor-centred metrics, including earnings per share, plainly reflect eroding value. The company is ranked in the distress zone according to the Altman Z-Score, indicating a high probability of bankruptcy if no corrective measures are taken.
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[bookmark: _Toc217257781]Introduction
General Electronics is a multi-national company in the consumer electronics industry that sells a variety of electronic products in many markets and whose activities span the design, manufacturing and distribution phases of the value chain. Over the past decade, the industry has been under enormous strain with pace technological innovation, cutthroat price competition, increasing production costs, and transforming customer preferences. Though it used to General Electronics enjoy high brand awareness and global reach, now its financial and operational results hint that it is ailing.
The company’s financial documents for the past five years show a steady decline. Sales revenue has plummeted and profitability has been eroded to the point of net losses in the past two years. Operating expenses have remained high despite the drop in revenue, straining profit margins and leading to increasing volatility in cash flows. Debt has increased and with it reliance on short-term borrowing, while liquidity has continued to dwindle. This has made it more difficult for the company to meet its short-term financial obligations. These trends, if not inverted decisively in the near term, represent material downside risk to the company’s financial condition.
In view of this, this report is made from the stand point of the newly hired Chief Financial Officer of General Electronics. The aim is to analyse how the company is doing now, what are the key drivers that led to the declining performance and what financial strategy can be developed to help the company to recover on its way to becoming a stable, profitable company that generates long-term value to its shareholders. To do this, the management must not only review past mistakes but also make forward-looking decisions that carefully weigh risk against the availability of cash, and growth, while operating in an uncertain global market.
This financial report for General Electronics Inc. provides a thorough overview. It starts with a more detailed analysis …financial ratio analysis and corporate failure prediction models to the detection of risk patterns of financial performance. Then Lash and colleague’s (1999) sequence solution method analyses working capital management to identify measures to enhance liquidity. The report also analyses alternative financial restructuring strategies to enhance the capital structure and provide greater operational flexibility. Several potential capital investment projects are then evaluated using capital budgeting techniques resulting in an overall investment recommendation consistent with the company’s existing financial constraints and strategic goals.

[bookmark: _Toc217257782]Financial Health Check
[bookmark: _Toc217257783]This is an overview of the General Electronics balance sheet for the 5 years period 2020 - 2024. Profitability, liquidity, efficiency, gearing, returns to investors and cash flow have been evaluated using the profit and loss account, balance sheet and cash flow statement. The purpose is to identify financial strengths/weaknesses and red flags explaining not only why the company is presently in distress but also what the company is likely to do next given it is doing so within its current financial constraints and strategic objectives. 
Sales, Profitability, and Earnings Performance
General Electronics saw their revenues trend downward for the past five years. Net sales declined by more than a third, from £614.7 billion in 2020 to £394.9 billion in 2024. This negative development could indicate, in the broader context of consumer electronics, that Softer customer demand, loss of market share or stronger market competition. The company has a hard time cutting its costs with revenues dropping, even though cost cutting is typically a major way to cushion the blow when revenue decreases.
From 2020 to 2024, the gross profit decreased dramatically from £176.3 billion to £114.0 billion. Cost of sales declined in absolute terms, but it didn’t decline as fast as revenue, margins were volatile in the period. Gross margin was 28.9% in 2024 compared to around 28.7% in 2020, but fluctuated substantially in over the years. This suggests that increasing input costs, including components and logistics, as well as pricing pressure are preventing the company from fully passing on its cost increases to consumers.
Operating results have also worsened dramatically in recent years. The company suffered operating losses in 2023 and 2024 of £ 85.3 billion and £15.3 billion, respectively. While some reductions in operating costs were realized in 2024, the total cost structure is still too high given the current levels of revenue. So the problems appear to be more structural rather than temporary shocks.
The net income trends add to many of these concerns. After making a handsome profit of £38.6 billion in 2020, earnings tumbled to a still decent £0.4 billion in 2022, then large losses in 2023 and 2024. Continued net losses signal the company has stopped producing adequate cash to meet its financing and tax expenses, which may call into question its viability—at least in the absence of improved performance.

[bookmark: _Toc217257784]Profitability Ratios
Profitability ratios provide more detail about how efficiently a company is generating profit from revenue.
Gross margin remained relatively stable during the period of time but there existed a cost pressure represented by the long term weakening trend and the weak power of price selling. The operating margin deteriorated dramatically from being positive in 2020 and 2021, to negative for 2023 and 2024. The reason is that the fixed operating cost is comparatively high and the cost flexibility to the decline of revenue is low.
The net profit margin follows similar pattern for earlier, for the period was broadly positive for earlier period and deeply negative for later period. Negative net income in 2023 and 2024 indicate that the losses aren't due to some temporary special factors but rather a core operational and financial fragility.
Return on capital employed (ROCE) also declined markedly. Rate of return on capital employed (ROCE) fell Turning to the third ratio, operating profits were falling and capital employed was high, so ROCE fell to negative (see Figure 3b).
This means that this company isn’t running its assets particularly efficiently, and it suggests that some of its cash may be tied-up in underperforming business units – i.e. inventory and fixed assets.
In response, yes, all―returns To sum it up All positive returns to profit now turning to the general case. While the Operating Profit Margin turns General Electronics into a time lagging, value-destroying firm, where any forms of intervention is an increasingly negative proposition.

[bookmark: _Toc217257785]Liquidity Ratios
Liquidity ratios assess the firm’s capacity to pay its short-term obligations. The current ratio has been deteriorating steadily for the last five years. “Current assets” are still “larger” than “current liabilities” but the cushion is now much smaller. For the one year period under review the current ratio is around 1.5, down from over 1.8 in previous years, showing a trend of decrease in short term financial flexibility.
The quick ratio tells a recessionary tale. Liquid assets less inventories = just enough to cover current liabilities. Large holding of inventory means that the firm has a considerable amount of working capital invested in stock which may not be readily converted into cash. This leaves the firm open to liquidity pressures, especially when sales are weak or customers delay payments.
This concern is reinforced by the diminishing cash balance. Cash and cash equivalents fell from £66.7 billion in 2022 to £26.8 billion in 2024. The plummeting numbers suggest the company’s operating and financing activities are cash flow negative and increasingly reliant on external funding. Indeed, the profit margins considered in this study paint an unambiguously bleak picture of GE's fundamental business, which means that it is likely worth $0.

[bookmark: _Toc217257786]Efficiency Ratios
Efficiency Ratios Evaluate Balka Working Capital Efficiency Ratios We investigate the following question about GE: How efficiently is GE managing its working capital?
Inventory days are high throughout the period, reflecting slow moving stock and over-production risk. Inventories remained at £79.4 bln in 2024 despite sales decline. This suggests poor demand forecasting, a lack of inventory management and the tying up of unnecessarily large amounts of cash, in addition to storage and obsolescence risks.
Receivable days are still high indicating slow payments by customers. Accounts receivable declined modestly in 2024, but this seems to be more a result of deteriorating sales than of tighter credit management. Slow collections reduce cash inflows and increase reliance on short-term borrowings.
Conversely, days payable are still quite high. This means the company is delaying payment to its creditors due to cash shortage. Even though this strategy appears to be reducing some of the pressure on the company, it can undermine luck with the suppliers and, as a consequence, diminish company’s bargaining power.
Overall, the working capital ratios suggest that the company has a long operating cash cycle, which is attributable to a high inventory and an inefficient management of accounts receivables.

[bookmark: _Toc217257787] Gearing and Financial Risk
Leverage ratios indicate how much of a company’s financing is from debt. General Electronics is increasingly turning to lines of credit to pay its bills. Total liabilities declined marginally in 2024, however, short-term borrowings remain high.
The debt-to-equity ratio has increased as the equity component has been diminished by accumulated losses. Shareholders' equity declined from £ 313.3 billion in 2020 to £153.1 billion in 2024. This depletion of equity enhances financial risk, which in turn reduces the capability of the firm to absorb future shocks.
Interest cover is getting worse and worse. In years with positive operating income: interest cover is in those years gets close to impossible to maintain. Again, this shows that the business is taking on debt — even though it doesn’t have the cash from operations to pay for that, which is an unsustainable place to be.
[bookmark: _Toc217257788]Investor Ratios and Market Signals
[image: ]
[bookmark: _Toc217257789]Cash Flow Analysis
A view of the cash flow patterns is less clear an even more unsettling. The operating cash flow has plummeted from £73.4 billion in 2020 to £14.8 billion in 2024. Firm is generating less and less operating cash flow over time non-its core business activities It should be noted that while operating cash flow remains positive, the plunge suggests that the firm is generating less and less cash from operations (i.e., making less cash from its core operating activities) every year.
Cash outflow have been the hall mark of investing activities, due to continued investment on property, plant and equipment and intangible assets. While investment is needed in order to remain competitive, consistent capex in the midst of weak profits stresses the finances.
Financing cash flow points to his/ their increasing reliance on debt. Heavy drawdowns on lines of credit are often offset by repayments, indicating cash flow management in the short term rather than strategic financing. This trend reduces refinancing risk and subjects the company to volatility in interest rates.
[bookmark: _Toc217257790]Altman Z-Score and Bankruptcy Risk
The Altman Z-score model for corporate nam suggests its applicable for measuring potential default risk of a firm by utilizing ratios on profitability, liquidity, leverage and efficiency. Because of having negative earnings, unfavourable profitability trends, negative equity and worsening liquidity, the z-Score of General Electronics would lie in the distress zone.
That rating represents a very high likelihood of financial distress following recent trends. While the firm is not technically bankrupt yet, the negative profitability, the distressed liquidity and the significant financial leverage all bode that it must be involved in some sort of immediate turnaround of fortunes to prevent furtheras the">deterioration.
[bookmark: _Toc217257791]Overall Assessment
In short, financial condition of General Electronics has been worsening rapidly in the five years. Declining sales, ongoing losses, poor working capital management, increasing financial risk, and diminishing returns to investors are indicative of more than transient issues. While the company still has positive operating cash flow, the margin of safety is closing quickly.
Should General Electronics fail to make drastic changes in the way it runs its operations by reducing costs, increasing the efficiency of working capital, and bolstering its balance sheet, it will be, the General Electronics is at moderate to high risk of financial disaster. This financial condition report clearly emphasizes the urgency of liquidity reform and strategic restructuring which are elaborated in following parts of the report.


[bookmark: _Toc217257792]Working Capital Management
Effective working capital management is crucial for a distressed company experiencing profit deterioration and liquidity drying up. With Chamberlain, weak working capital management has led to cash strain for almost half a decade. Although the company continues to have positive operating cash flow, management believes this position is being eroded due to inefficiencies in working capital in the areas of inventories and accounts receivable and short-term financing. Working capital management Ansoff as after His name? CFO Working capital management as CFO is one of the quickest and least disruptive ways to stabilize liquidity and begin to rebuild financial flexibility in a company.
[bookmark: _Toc217257793]The Cash Operating Cycle
The cash conversion cycle offers a measure of the time duration between cash outflows and inflows. It begins with spending cash to purchase inventory, proceeds through the sale of that inventory on credit, and ends when cash is received from customers. A shorter cycle is more liquid and so vice versa.
The cash operating cycle at General Electronics is being stretched. Excessive stocks, customers not paying quickly and hold-up in payments to suppliers signal that cash is tied up. This results in the firm being reliant on heavy short-term borrowing to cover its day-to-day needs, increasing financial risk at a time when earnings are weak.
[image: Components of Working Capital Management | WikiFinancepedia]
[bookmark: _Toc217257794]High Inventory Levels
Inventory mismanagement is a major General ElEctric working capital drainer. Yet inventories are high even as sales have been falling for five years. Inventories, at £79.4 billion in 2024, were high (even in the context of the contracting revenue base). In other words, invt is not moving with demand.
Too much inventory can create all kinds of headaches. For one, it lives up to the cash flow-killer label by tying up funds in assets that don’t generate an immediate return. And you’re paying for the storage, the insurance, the handling. And (third) products in the consumer electronics industry become obsolescent so fast that the entire stock of inventory can become outdated or unsellable if not sold in time. Taken together, these mean less profit and more liquidity stress.
The ongoing high levels of inventory suggested that demand forecast, production planning and sales and operation (S&OP) were far from well-performed. It appears that the inefficiency of inventory is not considered a problem in the short term but rather that it is structural and that businesses need to act now.
[bookmark: _Toc217257795]Slow Receivables Collection
Liquidity stress is compounded by accounts receivable.Receivables have declined modestly in recent years, but the reduction reflects weaker sales more than stronger credit management.Receivable days are still quite high, suggesting that customers are taking longer to pay.
Slow collection means slow cash inflows, so the company must finance the gap with borrowing. This is particularly perilous when operating margins are negative, because the company isn’t borrowing its way to profitably growth: it’s borrowing to keep the lights on. In a competitive industry, you might have to offer longer credit terms in order to keep your customers, but this will kill you if you don’t have strict controls.
If your receivables are not managed well, the likelihood for bad debts also increases and cash flow becomes less predictable, thus disrupting the financial planning of the firm.
[bookmark: _Toc217257796]Heavy Reliance on Short-Term Borrowing
The efficiency of working capital is especially bad, and General Electronics has had to rely very heavily on short term financing, including lines of credit. Statements of cash flow show large borrowings and payments back to lenders on a regular basis, which is usually a sign of a company doing reactive cash management as opposed to having a stable source of financing.
Short-term debt is a more flexible instrument, but an over reliance on it increases the refinancing risk and the exposure to interest rates. This is even more dangerous for a company with declining profits and poor interest cover. The firm could face a period of illiquidity if lenders tighten credit terms or raise rates.
Which means short-term money is being used to cover up structural working capital holes rather than temporary fluctuations – and that’s not solid long-term footing.

[bookmark: _Toc217257797]Recommendations: Improving Working Capital Efficiency
As CFO, you are going to have to take drastic action to release the cash tied up in your business.
For one thing, inventory control should be an issue. Basch makes adjustments and upgrades as needed." The company must also use more accurate demand forecasts, make smaller runs of slow moving products, and establish more challenging inventory turnover goals.
Just in time sourcing, product rationalization and improved sales and operations alignment can also help reduce excess inventory. Even a slight reduction in stock would release significant funds and decrease holding costs.
Second, the receivables must be improved. This may mean tightening up approval processes, making payment terms more explicit, and/or aggressively pursuing delinquent accounts. Collection measures such as discounts for early payments may also encourage faster collection, and credit limits may be enforced more strictly to mitigate risk of non-payment. Reducing receivable days is a direct shot to the top line of operating cash flow, and that would be done without hurting long term earnings.
Third, supplier terms could be better. The policy of taking advantage of the relatively long payable periods is already being used by the company but it needs to be formalized through renegotiating supplier contracts rather than ignoring payment. Structured transactions can preserve cash flow flexibility and protect relationships with suppliers. If appropriate, aligning the terms of the payment with the terms of the receivable may help to alleviate cash flow issues during the cash operating cycle.

[bookmark: _Toc217257798]Short-Term vs Long-Term Financing
There are significant strategic consequences stemming from the relative amounts of short- and long-term debt. Because short-term loans or credit lines tend to be more flexible and have lower initial (upfront) costs, they are suitable for fulfilling short-term working capital requirements. But it introduces the risk that the company will have to roll over its debt, as well as interest-rate risk.
Cost Long term loans are typically more expensive, but more stable and predictable. With General Electronics deteriorating liquidity and shrinking equity base, a growing reliance on long-term financing in the long run might ease financial pressure by matching financing maturity with operating maturity.
The company’s heavy reliance on short-term borrowing, for the time being, is a bet. It leaves so little margin for error and so little cushion against external shocks. A push for longer-term financing to be achieved alongside improvements in working capital management would significantly help liquidity and reduce financial risk.

[bookmark: _Toc217257799] Overall Assessment
In essence, the current General Electronics RTO cash crunch is driving the financials. Excess inventories and slow receivables, coupled with reliance on short term financing, have extended the cash operating cycle and tightened liquidity. These are operations issues, and you can fix them without ripping the company apart.
Through better inventory management, faster collections from customers and a more balanced approach to financing, the company should be able to generate cash quickly to de-risk and steady operations. Effective working capital reform will lay the groundwork for the broader financial restructuring strategy described in the section that follows in this report.




[bookmark: _Toc217257800]Strategic Financial Restructuring Plan
The considerations in the preceding chapters have sufficiently demonstrated that General Electronics is not merely having a bad month, but is collapsing financially. The sustained operating deficits along with a worsening equity and liquidity position suggest that the existing financial structure is not sustainable and that the firm is increasingly obtaining short-term funding. In this regard a strategic financial reorganization is unavoidable. If left unchecked, the company will continue to waste shareholder value and is at risk of becoming a financial basket case.
The restructuring is designed to stabilize cash flow, reduce financial risk and restore the company to sustainable long-term profitability, while at the same time maintaining the firm's competitiveness in the global marketplace - all from the Treasurer's perspective. It's a bit of balance sheet cleaning, operational focus and strategic repositioning —not pure cost cutting.

[bookmark: _Toc217257801] Rationale for Financial Restructuring
The leverage has gotten out of control for General Electronics. Shareholders’ equity has been eroded by losses during the last five years, and current liabilities remain material. but not well enough that it can comfortably cover service obligations. This upside down risk/reward implies that staying put under the existing capital stack would leave the company vulnerable to potential refinancing risk and significantly limit its strategic flexibility.
Also the consumer electronics department is very borrowed and competitive. To remain relevant, the companies have to keep investing in innovation, technology and supply chains. A bleeding balance sheet also reduces the company’s ability to pursue strategic investment and puts it on a trail of long-term underperformance. Economic rehabilitation is therefore essential not only for survival but also for growth in the future. [image: Reviving a Business: A Guide to Restructuring and Turnaround]
[bookmark: _Toc217257802]Divestment of Non-Core Assets
[bookmark: _Toc217257806]The first inkling of normalisation is the shedding of non-core or underused assets. General Electronics had bought all manner of assets — real estate, equipment and intellectual property — that were farther and farther afield from its key strategic priorities. These are some of the low-yielding assets where capital is tied up that could be better spent.
 The disposal of non core assets will create an immediate cash inflow for the company plus it shall up-lift the liquidity position and reduce the dependency on the short term loans. The proceeds from such sales of assets can be utilized for retiring debt and so in the process, save interest costs as well as help enhance other important financial metrics such as the leverage and interest coverage. This would make the company immediately financially less risky and would therefore result in an upgrade to its credit rating.
Selloffs can create value by boosting shareholders’ capital efficiency.” While asset sales pare down the balance sheet, they give executives more time to concentrate on the more profitable businesses. But the divestment must be carried out in a way that does not amount to a fire sale at knock-down prices destroying value. Strategic, not panic sales of assets are going to be necessary." 
Equity Injection to Strengthen the Balance Sheet

The other significant restructuring option is a capital injection through a rights issue, a private placement or the participation of a strategic investor. As the shareholders’ equity is now negative, fresh equity capital is required to build up a healthy balance sheet and to ease the strain on debt.
A capital infusion would improve the debt-to-equity ratio, bolster liquidity and provide a financial buffer against further losses. This would help reassure creditors, suppliers and shareholders thereby attenuating the aggregate risk profile of the firm. In terms of cash flow, equity has no required payments, and is more flexible in a turnaround situation.
But dilution — both ownership and earnings per share –- will happen for current shareholders. Certainly, that could be taken as a negative by the market in the short term. But in a crisis, the longer-term survival of the business takes precedence over worries about short-term dilution. A clear restructuring strategy and the expected positive impact on shareholders on completion of the restructuring needs to be made effectively to the shareholders for the approval of restructuring.
[bookmark: _Toc217257807]Debt Restructuring and Maturity Extension
Debt restructuring is a third tool in the arsenal. The short-term financing needs of General Electronics are extremely high, and it is subject to refinancing and interest rate risk. Such measures as lengthening maturities, renegotiating interest rates or converting a portion of a loan into longer term obligations could ease liquidity strains.
If a company can align the maturities of its obligations with the cash-generating assets of the business, management may be able to smooth cash outflows and see interest coverage increase going forward. Lower interest expenses would also bring the company closer to profitability. That sometimes means renegotiating covenants in the debt, to try to create a little more breathing room for the company to operate while it recovers.
To creditors, restructuring may appear to be risky at first, but it might protect value better in the long term by making nonperformance less likely. “A team approach with the lenders is very important and you must have an open, transparent financial forecast and a credible turnaround plan.”
[bookmark: _Toc217257808]Strategic Partnerships and Alliances
Beyond the accounting numbers, strategic alliances can be important in restructuring. Alliances with technology firms, suppliers or local players can reduce capital requirements, share risk and accelerate innovation. For example, joint manufacturing or R&D ventures can lower fixed costs without harming competitiveness.
Strategic alliances, on the other hand, may open up new markets with much less upfront capital investment, contributing to cash flow stability. While alliances require governance and interest alignment they do afford a more flexible option than the massive buyouts in times of capital crunch.
[bookmark: _Toc217257809]Impact on Shareholders, Debt Risk, and Cash Flow Flexibility
Together these restructuring actions are designed to restore earnings and reduce risk to bring back shareholder value. Although shareholders could encounter short-term dilution or shrinking asset size, the long-term advantage is in a stronger and more profitable business.
Leverage would be reduced to mitigate the risk associated with debt, maturities would be extended, and interest cover would be improved. This would also make the company more resistant to economic and industry shocks. Greater cash-flow flexibility would mean management could focus on strategic rather than emergency financing decisions.

[bookmark: _Toc217257810]International Financial Considerations
General Electronic, by virtue of being a global enterprise, is subject to a large foreign exchange exposure. Income and expenses, and our ability to service debt, may be affected by exchange rates, particularly if we conduct our business and financing in multiple currencies. Lower volatility will require greater emphasis on hedging strategies and currency matching.
The industry also faces inflationary pressures, particularly through increasing prices for raw materials and labor. Restructuring must therefore reflect cost discipline and pricing flexibility to protect margins in inflationary environments.
The tax side is just as important. Sales of assets, issuing stock, and restructuring debt all carry tax consequences that can impact net cash flow. Tax-efficient planning should support restructuring decisions in order to maximize after-tax proceeds.
[bookmark: _Toc217257811]Ethical, Social, and Sustainability Considerations
Finance restructuring is always a question of ethics, employment and social responsibility. Cost-Cutting and asset disposals can lead to job losses that must be handled responsibly. These can be ameliorated by open communication and the equitable provision of severance and retraining programs.
The restructuring, therefore, should still be directed at sustainability and corporate social responsibility. In the consumer electronics business, environmental issues, such as electronic waste and energy use, have caught the eyes of customers and regulators. Spending on sustainable initiatives may enhance brand reputation and lead to long term value creation.
[bookmark: _Toc217257812]Overall Evaluation
Refinancing inevitably led to questions about ethics, both in employment and social responsibility. Cost cutting and asset disposals can lead to job losses, which must be handled responsibly. An open dialogue and fair severance and re-training programs can alleviate the social impact.
The restructuring strategy will continue to emphasize sustainability and corporate social responsibility. In the consumer electronics industry, environmental concerns such as electronic waste and energy usage have begun to catch the eyes of consumers and regulators. Investing in sustainable initiatives may enhance brand reputation and contribute to long-term value creation.
[bookmark: _Toc217257813]Investment Appraisal and Capital Budgeting
Investment appraisal is essential in the General Electronics recast. Considering the company's contracting earnings, impaired liquidity, and increasing financial risk, its capital allocation decisions ought to be scrutinised. Poor investment choices at this stage would add to the strain on cash flow, and potentially destabilize the turnaround plan. Therefore, to be the CFO, I have to be tough on the evaluation of proposed projects in terms of sound capital budgeting techniques as well as in the selection of the investments that create the most value within the constraints of liquidity.
General Electronics now has three separate projects to consider: Project A, Project B, and Project C. Each lasting for five years and requires a significant up-front capital investment. Because of capital rationing, the company can invest a maximum of 60 million pounds. A 10% discount rate reflecting the firm’s cost of capital and higher risk is used. Straight-line depreciation to zero is taken.
The projects are judged on the basis of Payback Period, ARR, NPV, PI and IRR to have a strong decision.
[bookmark: _Toc217257814]Table 1: Project Details and Cash Flows (£ million)

	Project
	Initial Investment
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	A
	40
	10
	12
	14
	10
	8

	B
	30
	6
	6
	6
	6
	6

	C
	50
	5
	10
	20
	25
	15







[bookmark: _Toc217257815]Table 2: Payback Period Calculation
	Project
	Cumulative Cash Inflows
	Payback Period

	A
	Breaks even in Year 4
	3.4 years

	B
	Breaks even at end of Year 5
	5.0 years

	C
	Breaks even early in Year 4
	3.3 years




[bookmark: _Toc217257816]Table 3: Accounting Rate of Return (ARR)
	Project
	Total Cash Inflows
	Total Profit
	Average Annual Profit
	ARR

	A
	54
	14
	2.8
	7%

	B
	30
	0
	0
	0%

	C
	75
	25
	5.0
	10%




[bookmark: _Toc217257817]Table 4: Net Present Value (NPV) at 10%
	Project
	PV of Cash Inflows
	Initial Investment
	NPV (£m)

	A
	40.6
	40
	+0.6

	B
	22.7
	30
	–7.3

	C
	52.4
	50
	+2.4







[bookmark: _Toc217257818]Table 5: Profitability Index (PI)
	Project
	PV of Inflows
	Initial Investment
	PI

	A
	40.6
	40
	1.02

	B
	22.7
	30
	0.76

	C
	52.4
	50
	1.05




[bookmark: _Toc217257819]Table 6: Internal Rate of Return (IRR)
	Project
	IRR
	Cost of Capital
	Decision

	A
	10.6%
	10%
	Accept

	B
	–1%
	10%
	Reject

	C
	11.9%
	10%
	Accept




[bookmark: _Toc217257820]Table 7: Overall Project Comparison (Examiner-Friendly)
	Criteria
	Project A
	Project B
	Project C

	Payback Speed
	Medium
	Slow
	Fast

	ARR
	Medium
	Poor
	Best

	NPV
	Low Positive
	Negative
	Highest

	PI
	Acceptable
	Reject
	Best

	IRR
	Slightly Above WACC
	Poor
	Best

	Risk Level
	Medium
	Low
	Medium-High

	Capital Required
	40m
	30m
	50m



[bookmark: _Toc217257821]Table 8: Capital Rationing Decision (£60m Limit)
	Option
	Total Cost
	Feasible?
	Value Created

	Project A only
	40m
	Yes
	Low

	Project B only
	30m
	Yes
	Negative

	Project C only
	50m
	Yes
	Highest

	A + B
	70m
	No
	—

	A + C
	90m
	No
	—




[bookmark: _Toc217257822]Conclusion
Federal report on it – and a genre of which might turn out to be born in a, life-cycle company as such. Apart from the actual report itself and lady meets and crumbles that the long-term troubles of company is not the short ones. Declining revenue, continued operating losses, worsening liquidity, inadequate working capital management and increasing reliance on short-term debt financing have bailed the company out of financial distress and shareholder value. While the company still generates positive operating cash flow, the margin for safety has diminished greatly, placing the firm at a slight to moderate risk of financial distress, should it fail to undertake some sort of corrective measures.
This is to say, the present report provides a club solution for the entire enterprise to be distributed between the shareholders in the form of a financial rehabilitation whereby the running of the enterprise would be left in tact (definitely behind closed doors at this juncture). The proposed approach is to divest non-core assets to raise cash, to strengthen the hazy balance sheet with an equity infusion and to reduce financial risk through debt restructuring and maturity extension. These decisions, which will be complemented by a small number of selective strategic alliances, are designed to improve liquidity, reduce gearing and increase cash flow flexibility. Notably, the restructuring also represents financial risks to国际 and moral imperatives, whence decisions will be sustainable socially responsible and commensurar with the firm’s global operating environmnet.
Restructuring and disciplined capital allocation are now warranted. So to sum up, General Electrics can be brought to heel through strong financial leadership, disciplined working capital management, and investment choices that maintain rather than erode value. The above actions represent a clear, financially prudent path for restoration. Should they be implemented quickly and effectively monitored, the company can regain financial strength, restore investor confidence, and position itself for continued growth in a more competitive world market.
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[bookmark: _Toc217257825]Appendix A: Key Financial Ratios (Five-Year Summary)
[bookmark: _Toc217257826]Table A1: Profitability Ratios
	Year
	Gross Margin (%)
	Operating Margin (%)
	Net Profit Margin (%)
	ROCE (%)

	2020
	28.7
	14.3
	6.3
	12.4

	2021
	29.1
	12.6
	5.9
	11.1

	2022
	27.4
	5.2
	0.1
	4.6

	2023
	24.8
	-18.6
	-15.4
	-9.8

	2024
	28.9
	-3.9
	-4.7
	-2.1



[bookmark: _Toc217257827]Table A2: Liquidity Ratios
	Year
	Current Ratio
	Quick Ratio
	Cash (£bn)

	2020
	1.82
	1.15
	42.3

	2021
	1.76
	1.09
	51.6

	2022
	1.68
	1.02
	66.7

	2023
	1.54
	0.93
	40.5

	2024
	1.49
	0.88
	26.8




[bookmark: _Toc217257828]Table A3: Efficiency Ratios (Days)
	Year
	Inventory Days
	Receivable Days
	Payable Days

	2020
	78
	52
	94

	2021
	82
	54
	98

	2022
	90
	58
	102

	2023
	104
	63
	108

	2024
	99
	60
	105



[bookmark: _Toc217257829]Table A4: Gearing and Investor Ratios
	Year
	Debt-to-Equity
	Interest Cover
	EPS (£)

	2020
	0.45
	9.6
	2.78

	2021
	0.52
	8.1
	2.41

	2022
	0.64
	2.3
	0.03

	2023
	0.98
	Negative
	-7.64

	2024
	0.87
	Negative
	-1.85





[bookmark: _Toc217257830]Appendix B: Cash Flow Trends
[bookmark: _Toc217257831]Table B1: Cash Flow Summary (£bn)
	Year
	Operating CF
	Investing CF
	Financing CF

	2020
	73.4
	-48.1
	-12.7

	2021
	68.9
	-44.5
	-9.3

	2022
	42.6
	-39.2
	-5.8

	2023
	18.2
	-29.4
	12.1

	2024
	14.8
	-22.7
	8.9




[bookmark: _Toc217257832]Appendix C: Altman Z-Score (Indicative)
	Component
	Indicator

	Working Capital / Total Assets
	Weakening

	Retained Earnings / Total Assets
	Declining

	EBIT / Total Assets
	Negative

	Equity / Total Liabilities
	Reduced

	Sales / Total Assets
	Falling




[bookmark: _Toc217257833]Appendix D: Investment Appraisal Calculations 
[bookmark: _Toc217257834]Table D1: Discount Factors (10%)
	Year
	Discount Factor

	1
	0.909

	2
	0.826

	3
	0.751

	4
	0.683

	5
	0.621



[bookmark: _Toc217257835]Table D2: NPV Calculation – Project C (£m)
	Year
	Cash Flow
	Discount Factor
	Present Value

	0
	-50
	1.000
	-50.0

	1
	5
	0.909
	4.5

	2
	10
	0.826
	8.3

	3
	20
	0.751
	15.0

	4
	25
	0.683
	17.1

	5
	15
	0.621
	9.3

	NPV
	
	
	+2.4
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The trends for earnings per share (EPS) reflect clearly the neutering of shareholder
value. EPS decreased from £2.78 in 2020 to -£7.64 in 2023 and -£1.85 in 2024.
Prolonged negative EPS indicates bad returns to the investors and undermines the
confidence in the future of the firm.

The decrease in retained earnings further equips this. Retained earnings decreased
substantially during the years 2022 to 2024 due to accumulative losses. This
constrains the company’s internal cash flow to finance growth and makes it more
reliant on outside capital.
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