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[bookmark: _Toc217143106]Introduction
Over the last decade, the global consumer electronics market has undergone a significant structural transformation owing to the speed of technological change, the shortening of product development cycles, stiff competition in prices, and unending macroeconomic instability. In this challenging environment, General Electric's financial performance has deteriorated between 2020 and 2024, as evidenced by declining revenues, ongoing operating losses, worsening liquidity, and rising financial risk. The trends have also made the Board order a thorough financial and strategic analysis to detect the chronic weaknesses and a turnaround pathway that is viable.
The report is a combined assessment of the financial health, working capital management, capital structure, and decision-making ability of General Electronics' investment decisions based on audited financial statements and investor-reported data. The ratio analysis, cash flow evaluation, and modelling of corporate failures are used in a detailed manner to determine profitability, liquidity, operational efficiency, and solvency risk. These studies show that structural cost inefficiencies, locking up working capital, and overdependence on short-term financing are all limitations to operational flexibility and pose a risk to long-term sustainability. Based on this diagnostic analysis, the report creates a strategic financial restructuring plan that will help stabilise cash flows, rebuild investor confidence, and increase shareholder value without being ethically or globally irresponsible. The suggested turnaround plan focuses on disciplined capital deployment, selective disposal, balance sheet remediation, and better governance in line with environmental, social, and regulatory aspects. Lastly, an intense investment appraisal process is done to compare competing capital projects given capital rationing restrictions so that limited financial resources are directed towards creating value-generating investments that help the firm to restore the path of recovery.
On the whole, this report indicates that the issues of General Electronics are severe yet can be corrected. The firm can reposition itself to achieve sustainable growth in a growing competitive consumer electronic environment around the globe through strategic financial restructuring, better working capital management and evidence-based investment decision-making.
[bookmark: _Toc217143107]1. Financial Health Check of General Electronics
[bookmark: _Toc217143108]1.1 Overview and Context
The General Electronics companies work in one of the most competitive markets of the global consumer electronics sector, where the technological change is quick, the product life cycle is short, the margin pressure is high, and sustainability and digitalisation requirements are growing (Statista, 2024; IBISWorld, 2023).  The performance of businesses was significantly impacted by a number of variables, including troubled supply chains, demand instability after the pandemic, and a rise in the cost of inputs between the years 2020 and 2024 (The Economist, 2023).
This part will consider the financial stability of General Electronics in the next five years, based on its income statement, financial position statement and cash flow statement, and then ratio analysis and estimate of default risk.
[bookmark: _Toc217143109]1.2 Five-Year Financial Statement Analysis

[bookmark: _Toc217143167]Table 1: Key Financial Performance Summary (£m)

Explanation:
A 36% reduction in revenues over five years indicates saturation of demand and weakness in the portfolio. Cost structures were unable to respond to shrinking sales despite continuing to operate at a loss in 2023–2024. The erosion of over 50% equities is an indicator of long-term destruction of value, as is in line with industry trends of compressing margins (Bloomberg, 2024).
[bookmark: _Toc217143110]1.3 Full Ratio Analysis (with Calculations)
[bookmark: _Toc217143111]1.3.1 Profitability Ratios
	Ratio
	Formula
	2020
	2022
	2024

	Gross Margin
	Gross Profit / Revenue
	28.7%
	28.1%
	28.9%

	Operating Margin
	Operating Income / Revenue
	6.1%
	2.7%
	–3.9%

	Net Margin
	Net Income / Revenue
	6.3%
	0.1%
	–6.1%

	ROA
	Net Income / Total Assets
	7.6%
	0.1%
	–7.4%

	ROE
	Net Income / Equity
	12.3%
	0.2%
	–15.7%


[bookmark: _Toc217143168]Table 2: Profitability Ratios
Interpretation:
As a result of the relatively low fluctuations in gross margins, product-level pricing power was evident.  The business and net margins, however, fell as a consequence of unmanageable operational expenses, impairments and bad strategic positionings.  The decline in shareholder value is backed by a negative return on equity in 2024.
[bookmark: _Toc217143112]1.3.2 Liquidity Ratios
	Ratio
	Formula
	2020
	2022
	2024

	Current Ratio
	CA / CL
	1.82
	1.56
	1.53

	Quick Ratio
	(CA – Inventory) / CL
	1.15
	0.91
	1.03


[bookmark: _Toc217143169]Table 3: Liquidity Ratios

Interpretation:
Liquidity is still acceptable, though worsening. The reliance on working capital optimisation as the indicator of liquidity weaknesses, in its turn, is in line with stressed electronics companies around the world (Financial Times, 2023).
[bookmark: _Toc217143113]1.3.3 Efficiency Ratios
	Ratio
	Formula
	2020
	2022
	2024

	Inventory Turnover
	COS / Inventory
	3.64x
	2.79x
	3.54x

	Receivables Days
	AR / Revenue × 365
	77 days
	76 days
	105 days

	Asset Turnover
	Revenue / Assets
	1.20x
	1.08x
	1.22x


[bookmark: _Toc217143170]Table 4: Efficiency Ratios
Interpretation:
An increase in receivable days is a sign of poor credit control, whereas variable inventory turnover is a sign of poor demand forecasting, which is typical of electronics markets (IBISWorld, 2023).
[bookmark: _Toc217143114]1.3.4 Gearing (Solvency) Ratios
	Ratio
	Formula
	2020
	2022
	2024

	Debt Ratio
	Total Liabilities / Assets
	38.6%
	46.8%
	52.7%

	Equity Ratio
	Equity / Assets
	61.4%
	53.2%
	47.3%


[bookmark: _Toc217143171]Table 5: Gearing (Solvency) Ratios
Interpretation:
Raising leverage amounts to a loss of equity, not debt, which shrinks financial strength and borrowing power.
[bookmark: _Toc217143115]1.3.5 Investment Ratios
	Ratio
	Formula
	2020
	2022
	2024

	EPS (£)
	Given
	2.78
	0.03
	–1.85

	Dividend Capacity
	OCF / Dividends (proxy)
	Strong
	Weak
	Unsustainable


[bookmark: _Toc217143172]Table 6: Investment Ratios
Interpretation:
Shareholder distributions are not feasible due to negative EPS, decreasing cash flows, which is a contradiction to the previous practice of buybacks as a point of governance concern in HBR (2021).
[bookmark: _Toc217143116]1.3.6 Cash Flow Ratios
	Ratio
	Formula
	2020
	2022
	2024

	OCF Ratio
	OCF / CL
	0.41
	0.05
	0.09

	Free Cash Flow Trend
	OCF – CAPEX
	Positive
	Weak
	Marginal


[bookmark: _Toc217143173]Table 7: Cash Flow Ratios
Interpretation:
The sharp decrease in cash generation is primarily due to a decrease in operational efficiency, not a decrease in capital intensity.
[bookmark: _Toc217143117]1.4 Trend Analysis: Strengths and Threats.
Strengths
· Stable gross margins.
· Global scale and asset base.
· Capacity to create positive operating cash flow even in the case of losses.
Threats
· Continued operating losses.
· Reduction of equity and increase in gearing.
· Inappropriate capital allocation (poor share buybacks in case of losses).
· Weak management of the receivables.
[bookmark: _Toc217143118]1.5 Corporate Failure Forecast: Altman Z-Score
The Altman Z-Score Formula (Manufacturing):
Z = 1.2 + 1.4 + 3.3 + 0.6 + 1.0

2024 Approximation:
·  0.26
·  0.64
·  -0.05
·  0.90
·  1.22
Z2.1 
Interpretation:
General Electronics has Z-scores of 1.8 and 3.0, which means it is in the grey zone (high risk of financial distress but not of failure) (Altman, 2020). Further losses would most probably drive the company into the distress zone.
The company is financially stable and has implemented a policy of short-term and long-term investment to share dividends with its shareholders (Stone, 2014).
[bookmark: _Toc217143119]1.6 General Financial Health Test 
According to Stone (2014), the firm has a healthy financial position and has implemented a short-term and long-term investment program in order to increase the amount of dividends it pays out to its shareholders.
 The company General Electronics is experiencing a decline in both its strategic and financial performance, which is the result of cost inefficiencies, declining demand, and the misallocation of cash rather than a breakdown in liquidity.  The firm is not yet insolvent; but, the current state of affairs cannot be maintained, and it will be necessary for the company to undergo a reorganisation in order to conform to the trends that are seen across the industry, as reported by Bloomberg (2024) and The Economist (2023).


[bookmark: _Toc217143120]2. Working Capital Management Analysis
[bookmark: _Toc217143121]2.1 Importance of Working Capital in the Consumer Electronics Industry
The management of working capital is very important in the consumer electronics sector because of the short product life cycle, the fluctuating demand, the significant risk of inventory obsolescence, and the fierce price rivalry (IBISWorld, 2023).  Companies that operate on a worldwide scale, such as General Electric, are required to efficiently manage their receivables, inventory, and payables in order to preserve their liquidity without jeopardising their relationships with their customers and suppliers.
 As cash conversion efficiency became a strategic goal rather than an operational problem, the global electronics industries have been experiencing demand shocks, shortages of semiconductors, and inflationary pressure between the years 2020 and 2024 (Bloomberg, 2024; The Economist, 2023). These challenges have been brought about by the fact that cash conversion efficiency has become a strategic priority.
[bookmark: _Toc217143122]2.2 Assessment of the cash operating cycle (Cash Conversion Cycle) 
The cash operating cycle (COC) is the number of days in which cash is held up in operations and is determined as:
Cash Operating Cycle = Inventory Days + Receivables Days - Payables Days.
Based on the General Electronics investor-reported financial statements, the most important working capital elements are examined as below.
	Metric
	Formula
	2020
	2022
	2024

	Inventory Days
	(Inventory / COS) × 365
	100 days
	131 days
	103 days

	Receivables Days
	(AR / Revenue) × 365
	77 days
	76 days
	105 days

	Payables Days
	(AP / COS) × 365
	69 days
	67 days
	94 days

	Cash Operating Cycle
	ID + RD – PD
	108 days
	140 days
	114 days


[bookmark: _Toc217143174]Table 8: Cash Operating Cycle Components (Selected Years)
Interpretation
· In the year 2022, the cash operating cycle was hit very badly, reaching 140 days as a result of inventory accumulations and slowness in demand recovery.
· Even though 2024 is slightly better, the cycle is still long by industry standards and occupies more than three months of cash in operation.
· The increase in the number of days to collect receivables in 2024 (105 days) shows that customer credit control is poor, whereas the increasing number of payable days (94 days) shows that the company is growing dependent on suppliers to finance the operations.
The best practice data in the industry recommends the benchmarks of COCs to be less than 90 days, which makes General Electronics comparatively inefficient (Statista, 2024).
[bookmark: _Toc217143123]2.3 Liquidity Implication of prevailing practices of current working capital
Although the liquidity position of General Electronics is structurally weak, the company has a current ratio of over 1.5. The operating cash flow has decreased in 2024 to 14.8bn against 73.4bn in 2020, whereas the short-term borrowing still constitutes important values (Investor Relations Data, 2020-2024).
This implies that liquidity is being underpinned by:
a) Working capital release (reduction of inventory),
b) There was increased use of credit lines,
c) Delayed supplier payments.
Harvard Business Review (2021) cautions that these practices may only temporarily boost the cash flow while undermining long-term operation resilience unless they are backed up by structural change.
[bookmark: _Toc217143124]2.4 Liquidity Improvements by Reforming the Working Capital.
[bookmark: _Toc217143125]2.4.1 Inventory Optimisation
Problem:
Bad forecasting of the demand and obsolescence of the product are indicated in inventory volatility.
Recommendations:
a) Adopt AI demand prediction to ensure production is informed by the current demand of consumers.
b) Change to modular product design to minimise slow-moving stock.
c) Establish inventory hubs in the region to reduce the replenishment cycles.
Expected Impact:
a) Inventory turnover of 1520 days less.
b) Distribution of working capital of £6-8bn.
According to IBISWorld (2023), inventory analytics is one of the distinctions of successful electronics companies.
[bookmark: _Toc217143126]2.4.2 Receivables Management Reform
Problem:
The 2024 figures of receivables days rose to 105 days, way above industry averages.
Recommendations:
a) Implement new policies of dynamic discounting of the timely payments.
b) Use risk-based customer credit scoring.
c) Enhance the utilisation of electronic invoicing and automated collections.

Expected Impact:
a) Decrease in the number of receivable days to less than 85 days.
b) Cash flow improvement of between £5-7 billion per year.
Bloomberg (2024) argues that digitised receivables firms are doing better in cash conversion efficiency than their peers.
[bookmark: _Toc217143127]2.4.3 Payables Strategy (Ethically Balanced)
Problem:
Long payable days (94 days) are a risk of supplier strains.
Recommendations:
a) Implement a supplier financing programme (reverse factoring).
b) Divide the suppliers to make SMEs paid sooner.
c) Bargain in bulk global contracts and no single delays.
Expected Impact:
According to the Financial Times (2023), reputational and supply-chain risks are the disadvantages of the body of large companies that use supplier credit. Long-term security of supplies is ensured through ethical payment practices.
[bookmark: _Toc217143128]2.5 Long-Term vs. Short-Term Financing Alternatives
[bookmark: _Toc217143129]2.5.1 Short-Term Financing
Examples:
a) Lines of credit
b) Commercial paper
c) Supplier credit
Advantages:
a) Flexibility.
b) Lower initial cost.
c) Appropriate seasonal working capital requirements.
Risks:
a) Refinancing risk.
b) Risk in interest rate fluctuation.
c) This overdependence is an indicator of financial stress.
The frequent liquidity drawdowns and repayments of General Electronics 202024 suggest that the corporation is under liquidity pressure and not utilising it strategically (Investor Relations Data).
[bookmark: _Toc217143130]2.5.2 Long-Term Financing
Examples:
a) Long-term debt.
b) Sustainability-linked bonds.
c) Hybrid instruments or equity.
Advantages:
a) Stability of funding.
b) Higher congruence to long-term investments.
c) Reduced rollover risk.
Disadvantages:
a) Higher cost.
b) Potential dilution (equity).
c) Increased financial rigidity.
Forbes (2022) explains that blended financing is advantageous to capital-intensive electronics companies, whose financing periods should match the life of their assets.
[bookmark: _Toc217143131]2.5.3 General Electronics optimum Financing Mix
Recommendation:
a) Only short-term financing should be used in case of working capital shortages.
b) Move strategic financing to long-term, long-term instruments.
c) Avoid getting rid of debt-funded share buybacks.
It is in line with best-practice capital structure principles that are promoted by the Strategic Management Journal (2021).
[bookmark: _Toc217143132]2.6 Overall Evaluation
The performance of working capital at General Electronics shows it is solvent but inefficient in its operations. The cash operating cycle is still too long and limits the cash flow of the firm by making it depend more on short-term funding. Unless reformed, the liquidity pressures will worsen regardless of the size of the firm.
An ethically based, digitally enabled working capital policy, along with disciplined financing decisions, can bring a lot of liquidity, consistent cash flows and long-term competitiveness in an unstable global electronics environment.
[bookmark: _Toc217143133]3. Strategic Financial Restructuring Plan
[bookmark: _Toc217143134]3.1 Rationale for Financial Restructuring:
In a scenario in which the existing capital structure, asset base, and strategy configuration of the company are no longer capable of generating sustained value creation, a strategic financial restructuring may be seen as an absolute requirement (Harvard Business Review, 2021).  Operating losses, declining equity, declining cash generation, and rising debt are some of the characteristics that may be seen in the financial information of General Electronics throughout the period of 2020-24.  A structural adjustment is required since the firm's finances are suffering a downward spiral, despite the fact that the organisation continues to survive for the time being.
According to the data that were reported by investors, the equity of shareholders fell to a total of 313.3 billion in the year 2020 and then fell to 153.1 billion in the year 2024. Meanwhile, the operational revenues went into the red in the year 2023 and also became weak in the year 2024.  According to Bloomberg (2024), these patterns demonstrate that the efficiency can only be increased in a gradual manner, and that restructuring at the portfolio, capital, and governance levels is required.


[bookmark: _Toc217143135]3.2 Suggested Financial Restructuring Alternatives:
[bookmark: _Toc217143136]3.2.1 Non-Core and Underperforming Asset Divestitures
Justification:
General Electronics serves various consumer electronics segments, some of which have commoditised and diluted profits. The impairments of assets reported in 2023 (goodwill impairment is 49.1bn) indicate the potential over-investment in businesses that have poor performance (Investor Relations Data, 2023).
Recommendation:
a) Sell off low-margin, old-line products (e.g., commoditised hardware).
b) Withdraw from geographically unprofitable markets without incurring losses.
c) Retain and reinvest in technology-based high-margin segments.
Financial Impact:
a) Cash inflow in the short term enhances liquidity.
b) Decreased working capital and complexity of operations.
c) Possible increases in ROCE and operating margin may occur.
According to the academic research, the focused firms perform better than diversified ones in fluctuating technology markets (Strategic Management Journal, 2021).
[bookmark: _Toc217143137]3.2.2 Equity injection and capital base repair are
Justification:
Dilution of equity has augmented financial risk and restricted the borrowing ability. Recurrent debt-driven share buybacks since 2020 added to the fragility of the balance sheet, which is contrary to the best-practice capital allocation principle (Harvard Business Review, 2021).
Recommendation:
· Permanently suspend share buybacks.
· Seek selective equity injection, which may be through:
a) Rights issue,
b) Strategic minority shareholder,
c) ESG or sovereign funds.
Impact on Shareholder Value:
· Short-term dilution risk.
· Long-term and medium-value maintenance by way of lower risk of insolvency and enhanced credit.
According to Bloomberg (2023), electronics companies that completed early equity recapitalisation have recovered faster valuation gains compared to high-leverage companies.
[bookmark: _Toc217143138]3.2.3 Strategic Merger or Alliance
Justification:
Scale in itself has not cushioned margins. Nevertheless, synergies in R&D, procurement and digital ecosystems can be provided through strategic alliances or mergers without being overcapitalised.
Recommendation:
· Seek cross-border strategic alliances instead of complete mergers.
· Focus on:
a) Software integration,
b) AI and IoT capabilities,
c) Platform-based ecosystems.
Operational Impact:
· Shared innovation costs.
· Increased speed in product development.
· Reduced time-to-market.
According to Markets Line (2024), collaborative ecosystems are one of the most prevalent competitive approaches in the international consumer electronics business world.
[bookmark: _Toc217143139]3.3 Impact Evaluation
[bookmark: _Toc217143140]3.3.1 Impact on Shareholder Value
Restructuring will be likely to:
a) Even out earnings volatility.
b) Revive solid operating cash flow.
c) Enhance ROE in the medium term.
Although in the short run, it may cause pressure on share prices through divestitures or equity issues, in the long run, the value of shareholders is determined by the ability to recover economic profitability and not short-term earnings management (HBR, 2021).
[bookmark: _Toc217143141]3.3.2 Impact on Debt Structure
a) Reduced leverage by equity recapitalisation.
b) Less reliance on short-term credit lines.
c) Better debt maturity analysis profile and refinancing risk.
An enhanced balance sheet can lead to lower costs of borrowing money and an increase in credit ratings because it has worked before with similar restructurings in the industry (Financial Times, 2022).
[bookmark: _Toc217143142]3.3.3 Effect on Operational Flexibility
a) Asset-lean structure enhances flexibility.
b) Decreased fixed costs decrease the break-even sales.
c) Strategic alliances augment innovation ability without creating strain on the balance sheet.
This is consistent with those of IBISWorld (2023) that state that operational flexibility is a key success variable in electronics manufacturing.
[bookmark: _Toc217143143]3.4 International Due to international consideration
[bookmark: _Toc217143144]3.4.1 Taxation
Through global operations, General Electronics is exposed to:
a) Corporate tax differentials.
b) Transfer pricing scrutiny.
c) Alterations in worldwide tax regulations (e.g., the OECD BEPS framework).
Reorganisation must put an emphasis on the transparency and compliance of taxation and the avoidance of aggressive tax arbitrage, which may tarnish the image and augment the risks of regulation (The Economist, 2023).
[bookmark: _Toc217143145]3.4.2 Currency Risk
The exchange rate risks the revenues and costs, especially the USD, European and Asian currencies. The financial restructuring should be facilitated by:
a) Natural hedging by matching costs regionally.
b) Financial hedging instruments should match the cash flow.
According to Bloomberg (2024), currency volatility is one of the emerging threats to electronics companies with global integration.
[bookmark: _Toc217143146]3.4.3 Inflation and Interest Rates
Cost volatility has been enhanced by inflationary pressure on components and the growing interest rates across the world. These risks can be mitigated by adopting a rebalanced capital structure that incorporates longer-term and fixed-rate capital (Forbes, 2022).
[bookmark: _Toc217143147]3.5 Ethical and CSR Rationales
Ethical restructuring involves balancing between financial recovery and social responsibility.
Key Principles:
a) Equal treatment for employees in case of divestitures (reskilling, redeployment).
b) Supplier payment responsible practices.
c) Sustainable product design and energy efficiency.
According to Statista (2024), the consumers are increasingly rewarding electronics brands with plausible sustainability promises and refer to CSR to direct long-term value creation.
[bookmark: _Toc217143148]3.6 Governance and Implementation
To restructure effectively, it takes:
· Board-level oversight.
· The executive incentives should be aligned with ROIC and ESG measures.
· Openness to investors and stakeholders.
A frequent reason behind failed restructurings is inadequate governance (Financial Times, 2023), which is necessary and enabled by governance reform.
[bookmark: _Toc217143149]3.7 Conclusion
The financial reorganisation should not confine itself to cost reduction that is just in the short term, but General Electronics needs to resolve capital allocation discipline, portfolio focus and global risk management. This approach involves a combination of select divestitures, equity recapitalisation, and strategic alliances, all conducted with an ethical compass and a strong understanding of international awareness, making it the most sustainable route to reclaiming shareholder value, achieving economic balance, and enhancing business adaptability. The absence of a decisive action will most probably lead the firm to structural decline after it enters the sphere of financial distress.
[bookmark: _Toc217143150]4. Investment Appraisal and Capital Budgeting
[bookmark: _Toc217143151]4.1 Strategic Context
General Electronics is a consumer electronics company, which is characterised by obsolescence in the technology, high competition in the global markets, and volatility in demand cycles. As displayed by the recent financial performance of the firm (2020-2024), GE has been facing decreasing profitability with operating losses between 2023 and 2024 as well as constraining liquidity. As a result, the decisions of capital allocation should focus on the value creation, the liquidity maintenance, and the returns risk-adjusted.
With capital rationing, GE is allowed to invest up to £60 million, and this requires strict financial evaluation of the project through discounted and non-discounted methods.
[bookmark: _Toc217143152]4.2 Project Data Overview
	Project
	Initial Investment (£m)
	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: _Toc217143175]Table 9: Project Data
Assumptions:
· Discount rate (WACC): 10%
· Project life: 5 years
· Strauss-case depreciation to zero.
· No terminal value
· Capital limit ratio: £60 million.
[bookmark: _Toc217143153]4.3 Method-by-Method Evaluation
[bookmark: _Toc217143154]4.3.1 Payback Period (PBP)
Calculation
Project A
	Year
	Cash Flow
	Cumulative Cash Flow

	0
	–40
	–40

	1
	10
	–30

	2
	12
	–18

	3
	14
	–4

	4
	10
	6


[bookmark: _Toc217143176]Table 10: Project A (PBP)
 = 3 + (40 – 36) / 10 = 3.4 years
Project B
	Year
	Cash Flow
	Cumulative Cash Flow

	0
	–30
	–30

	1
	6
	–24

	2
	6
	–18

	3
	6
	–12

	4
	6
	–6

	5
	6
	0


[bookmark: _Toc217143177]Table 11: Project B (PBP)
 = 5.0 years
Project C
	Year
	Cash Flow
	Cumulative Cash Flow

	0
	–50
	–50

	1
	5
	–45

	2
	10
	–35

	3
	20
	–15

	4
	25
	10


[bookmark: _Toc217143178]Table 12: Project C (PBP)
 = 3 + (50 – 35) / 25 = 3.6 Years
Payback analysis applies in particular to GE, since it experienced cash flow pressures recently, and its operating cash generation has been decreasing since 2021.
· Project A evenly breaks even in 3.4 years.
· Investment in project C is recouped in 3.6 years.
· Project B needs the entire 5 years, which is increasing the liquidity risk.
Assessment:
B is not better than Projects A and C, which are more aligned with the need for GE to recover cash in a shorter time to stabilise liquidity (FT, 2023).
[bookmark: _Toc217143155]4.3.2 Accounting Rate of Return (ARR)
Calculation
ARR = Initial investment / Average annual accounting profit
	Project
	Total Cash Inflows
	Total Profit
	Avg Annual Profit
	Avg Investment
	ARR

	A
	54
	14
	2.8
	20
	14%

	B
	30
	0
	0
	15
	0%

	C
	75
	25
	5.0
	25
	20%


[bookmark: _Toc217143179]Table 13: ARR
ARR gives us an understanding of the reported profitability, and it is topical considering the falling net income and shareholders at GE.
· Project C: Highest ARR (20%)
· Project A: Moderate ARR (14%)
· Project B: Zero ARR (no profit economically)
Assessment:
Project C will have the highest impact on the increase in reported earnings, which is essential in being able to regain investor confidence (Bloomberg, 2024).
[bookmark: _Toc217143156]4.3.3 Net Present Value (NPV)
Discount Factors:
	Year
	Discount Factor (10%)

	1
	0.909

	2
	0.826

	3
	0.751

	4
	0.683

	5
	0.621


NPV Table:
	Year
	A PV (£m)
	B PV (£m)
	C PV (£m)

	1
	9.09
	5.45
	4.55

	2
	9.91
	4.96
	8.26

	3
	10.51
	4.51
	15.02

	4
	6.83
	4.10
	17.08

	5
	4.97
	3.73
	9.32

	Total PV
	41.32
	22.74
	54.23

	Initial Investment
	–40
	–30
	–50

	NPV (£m)
	1.32
	–7.26
	4.23


[bookmark: _Toc217143180]Table 14: NPV
The main criterion for decision-making is NPV, which aligns with the theory of maximising shareholder wealth (Brealey et al., 2020).
· Project C: Highest NPV (£4.23m)
· Project A: Positive yet insignificant NPV (£1.32m).
· Project B: Value destructive (–£7.26m).
Assessment:
Project B ought to be outrightly rejected. Projects A and C generate shareholder value, where project C is the best one.
[bookmark: _Toc217143157]4.3.4 Profitability Index (PI)
PI = PV of inflows / Initial investment
	Project
	PV of Inflows (£m)
	Initial (£m)
	PI

	A
	41.32
	40
	1.03

	B
	22.74
	30
	0.76

	C
	54.23
	50
	1.08


[bookmark: _Toc217143181]Table 15: Profitability Index
PI is also employed, especially when it comes to capital rationing.
· Project C: PI = 1.08
· Project A: PI = 1.03
· Project B: PI = 0.76
Assessment:
Project C offers the best value per pound spent, and it is the best under situations of limited capital (HBR, 2021).
[bookmark: _Toc217143158]4.3.5 Internal Rate of Return (IRR)
	Project
	IRR

	A
	11.33%

	B
	0.00%

	C
	12.72%


[bookmark: _Toc217143182]Table 16: IRR
· Project C: 12.72%
· Project A: 11.33%
· Project B: 0%
Each of the returns is compared with the GE's cost of capital, which has been assumed to be 10%.
Assessment:
Projects A and C are higher than WACC; Project C offers a better risk-adjusted margin.
[bookmark: _Toc217143159]4.4 Capital Rationing Decision
Feasible Combinations (£60m limit):
	Combination
	Investment (£m)
	Total NPV (£m)

	A only
	40
	1.32

	B only
	30
	–7.26

	C only
	50
	4.23

	A + B
	70
	Exceeds limit

	B + C
	80
	Exceeds limit

	A + C
	90
	Exceeds limit


[bookmark: _Toc217143183]Table 17: Capital Rationing Decision
Final Decision
Select Project C only
[bookmark: _Toc217143160]4.5 Risk and Financial Performance Alignment
Liquidity & Cash Flow risks
The operating cash flow at GE dropped significantly after 2021 and the net income was negative in the period between 2023 and 2024. The back-loaded accelerating cash flows of project C are in line with anticipated post-restructuring recovery, and yet their payback period is reasonable.
Profitability Recovery
Project C aids in recovering margins and stabilising earnings, which is important because GE is experiencing a worsening ROE and EPS trend (MarketLine, 2024).
Volatility Consideration
Despite the higher variability of cash flows, Project C will outperform in terms of its NPV buffer and address the risk, which is in line with the portfolio theory (Strategic Management Journal, 2022).
[bookmark: _Toc217143161]4.6 Final Recommendation
Under the NPV maximisation, capital rationing efficiency, liquidity constraints, and strategic recovery requirements, the Board ought to:
Approve Project C only
Reject Projects A and B.
This investment:
· Optimises the value of shareholders.
· Maintains financial manoeuvrability.
· Conforms to the turnaround strategy of GE.
· Ensures long-run competitiveness in the world.


[bookmark: _Toc217143162]Conclusion
Such a report has shown that the recent financial challenges facing General Electronics are a result of a conglomeration of dwindling profitability, ineffective cost patterns, poor working capital management, and limited capital allocation choices in an extremely competitive consumer electronics marketplace. Ratio analysis and financial statement examination support the continued operating losses, worsening liquidity, and mounting financial risk, which are justified by the pressing urgency of corrective action. If the current trends persist, corporate failure prediction models also suggest a high default risk. In this regard, the proposed turnaround plan is aimed at regaining financial stability by undertaking specific restructuring, such as enhanced working capital discipline, selective divesting of underperforming assets, and balance sheet optimisation. All these are aimed at boosting cash flows, flexibility in operations, and shareholder value protection without being unethically responsible or globally scalable. The analysis further stresses that governance, environmental accountability and responsible risk management are critical for restorative resilience to be built in the long term. Moreover, the equation of capital rationing and capital appraisal embodies the fact that capital budgeting must be disciplined in the financially constrained firms. General Electronics can better use the limited resources available to help them recover and grow sustainably by focusing on the projects with the highest risk-adjusted returns and positive net present value. On the whole, the report makes the conclusion that although General Electronics is going through serious challenges, a well-thought-out, financially stringent, and strategically focused strategy can make the company ready to become a competitive force once again and enjoy the benefits of value creation in the long term.
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[bookmark: _Toc217143165]Appendix A: Financial Ratio Tables:
A1. Profitability Ratios
	Ratio
	2020
	2021
	2022
	2023
	2024
	Trend

	Gross Margin (%)
	28.7
	28.8
	28.1
	23.2
	28.9
	Volatile

	Operating Margin (%)
	6.1
	3.9
	2.7
	–20.3
	–3.9
	Deteriorating

	Net Margin (%)
	6.3
	0.9
	0.1
	–23.4
	–6.1
	Severe decline

	ROA (%)
	7.6
	1.0
	0.1
	–27.6
	–7.4
	Negative

	ROE (%)
	12.3
	1.9
	0.2
	–54.9
	–15.7
	Value erosion



Graph:

A2. Liquidity Ratios
	Ratio
	2020
	2021
	2022
	2023
	2024
	Benchmark

	Current Ratio
	1.82
	1.55
	1.56
	1.61
	1.53
	≥1.5

	Quick Ratio
	1.15
	0.93
	0.91
	1.07
	1.03
	≥1.0

	Cash Ratio
	0.32
	0.28
	0.31
	0.27
	0.17
	≥0.2



Graph:

A3. Efficiency Ratios
	Ratio
	2020
	2021
	2022
	2023
	2024

	Inventory Turnover (x)
	3.64
	3.19
	3.00
	4.13
	3.54

	Receivables Days
	77
	78
	76
	98
	105

	Asset Turnover (x)
	1.20
	1.18
	1.08
	1.18
	1.22



Graph:


A4. Gearing & Solvency Ratios
	Ratio
	2020
	2021
	2022
	2023
	2024

	Debt-to-Equity
	0.63
	0.85
	0.88
	0.99
	1.11

	Interest Coverage (x)
	26.2
	41.1
	6.6
	–19.7
	–4.6

	Equity Ratio (%)
	61.4
	54.1
	53.2
	50.3
	47.3



Graph:

A5. Cash Flow Ratios
	Ratio
	2020
	2021
	2022
	2023
	2024

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

	OCF / Current Liabilities
	0.41
	0.19
	0.05
	0.16
	0.09

	Cash Conversion Quality
	Strong
	Moderate
	Weak
	Weak
	Weak





Graph:



[bookmark: _Toc217143166]Appendix B: Investment Appraisal
Summary Results

Gross Margin (%)	2020	2021	2022	2023	2024	28.7	28.8	28.1	23.2	28.9	Operating Margin (%)	2020	2021	2022	2023	2024	6.1	3.9	2.7	0	0	Net Margin (%)	2020	2021	2022	2023	2024	6.3	0.9	0.1	0	0	ROA (%)	2020	2021	2022	2023	2024	7.6	1	0.1	0	0	ROE (%)	2020	2021	2022	2023	2024	12.3	1.9	0.2	0	0	






Current Ratio	2020	2021	2022	2023	2024	1.82	1.55	1.56	1.61	1.53	Quick Ratio	2020	2021	2022	2023	2024	1.1499999999999999	0.93	0.91	1.07	1.03	Cash Ratio	2020	2021	2022	2023	2024	0.32	0.28000000000000003	0.31	0.27	0.17	



Inventory Turnover (x)	
2020	2021	2022	2023	2024	3.64	3.19	3	4.13	3.54	Receivables Days	
2020	2021	2022	2023	2024	77	78	76	98	105	Asset Turnover (x)	
2020	2021	2022	2023	2024	1.2	1.18	1.08	1.18	1.22	




Debt-to-Equity	2020	2021	2022	2023	2024	0.63	0.85	0.88	0.99	1.1100000000000001	Interest Coverage (x)	2020	2021	2022	2023	2024	26.2	41.1	6.6	0	0	Equity Ratio (%)	2020	2021	2022	2023	2024	61.4	54.1	53.2	50.3	47.3	





Operating Cash Flow (£m)	2020	2021	2022	2023	2024	73392	40283	10926	25190	14822	




OCF / Current Liabilities	2020	2021	2022	2023	2024	0.41	0.19	0.05	0.16	0.09	
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A 3.4 14% 1.32 1.03 11.33%

B 5 0%–7.26 0.76 0.00%

C 3.6 20% 4.23 1.08 12.72%
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