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[bookmark: _Toc217257780]Executive Summary

General Electronics is an established player in the electronics industry, with a pan-global presence. The company’s financial status has worsened over the years. There has been a persistent decline in revenue, profit has come under pressure and operating losses have been recorded in recent years. Given these trends, combined with diminishing liquidity and increasing financial risk, there is a genuine question as to whether the company will be able to continue as a going concern without substantial support.
If anything, Warren Buffett would have benefitted from a long-term view of the company’s failing fortunes. Since 2020 the decline in revenue has been moderate, while the operating and net profit margin have declined significantly and turned to negative in past years. The firm still faces high fixed operating costs and strong competitive pressure such that its costs cannot easily be scaled back with falling sales. As a result, cash flow has been negatively impacted.
Significant fluctuation also could be observed in working capital management. Operating cash cycle is prolonged by high inventories and slow receivable turnover, restricting the operating inflows and boosting the reliance on short-term funds. The accumulated losses also have been deducted from shareholder's equity and increase in leverage means higher financial risk. If you go to more shareholder-oriented metrics—like earnings per share—you see a clear deterioration in shareholder value. Z Score based Financial Distress Predictors shows that the company is moving towards high risk zone.
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[bookmark: _Toc217257781][bookmark: _Toc217257782]Introduction
General Electronics is a worldwide developing and distributing dry battery and consumer electronics product company. It trades in a market that has become increasingly difficult, with fast changing technology, intense competition, increasing manufacturing costs and more complex demands from consumers. Once enjoying sustained strong brand awareness and a famous global footprint, recent financial results indicate the company has been hit hard.
The business report for the last five years indicates that company’s performance is continuously deteriorating. The company has experienced a significant drop in sales and its profits have diminished to the point that it has sustained net losses in recent years. Operating costs remain relatively high despite declining revenue, which has put pressure on margins and made cash flows volatile. Cash balances have fallen, reliance on short-term financing has increased and financial flexibility has diminished, all contributing to show a weakening liquidity.
Written as a new CFO This achievement report is for a new Chief Financial Officer. Its objective is to assess the present financial condition of GE, to determine the principle causes of the company’s decline, and to recommend financial policies designed to restore financial stability and bring long term financial strength to the company. The analysis extends to consider historical performance as well as focusing on forward-looking decisions in order to make appropriate risk, liquidity and value trade-offs.
This report is written from the point of view of an incoming CFO. The objective is to assess the present financial status of General Electronics and the major causes of its deterioration and to formulate financial policies which would lead to financial stability and the attainment of long run financial soundness. The analysis takes into account past performance but is also forward-looking decision-based reflecting consideration of risk, liquidity, and value creation.
After a brief financial review using ratios, cash flows and financial distress ratios, the report reviews working capital and its management in an attempt to identify areas of potential liquidity improvement. This is followed by a review of working capital to seek liquidity enhancing opportunities. A strategic financial restatement plan is then introduced to improve the balance sheet and re-position financial risk. Potential investment projects are finally evaluated with capital budgeting methods to inform capital constrained decisions.
Financial Health Check
[bookmark: _Toc217257783]This part analyzes the General Electronics financials for the 2020-2024 period. The analysis is made using the company’s income statement, balance sheet, and statement of cash flows. The analysis is at revenue, profit margin, liquidity, cost efficiency, leverage and cash flow performance. Our goal is to understand the main factors which impacted the company’s poor performance and the financial risks it currently faces.
In general, the analysis points to General Electronics experiencing chronic financial distress rather than short-term turbulence.. Declining revenues, narrowing margins, drying up liquidity and increasing leverage all scream the need for financial reform – and pronto.

Sales, Profitability, and Earnings Performance
For years, the General Electronics has faced declining sales revenue. Revenue decreased substantially from £614.7 billion in 2020 to £394.9 billion in 2024. This trend downwards may indicate declining demand, more intense competition, or loss of market share in the consumer electronics industry. The company has not been able to cut its operating expenses to the same extent, with the result that profit has been adversely affected.
Gross profit fell in line with revenue from 176.3 billion pounds in 2020 to by 114.0 billions in 2024. While the absolute value of cost of sales has reduced, it has not reduced as much as the revenue. As a consequence, gross margins varied during the period as a whole, reflecting higher input costs and supply chain constraints in combination with weak pricing power in an aggressive marketplace.
The operating results worsened substantially in the later stages of the period. The company posted heavy operating losses in 2023 and 2024, though with some decreases in operating costs. So the company’s gross margin and its operating margin both show that the firm’s cost structure is still not appropriate at its present size. The continued operating losses suggest that the business model is fundamentally inefficient rather than temporarily disrupted.
Net profit trends support this conclusion. Following the strong profit performance in 2020, earnings gradually  fell and became large losses in the last two years. The fact that it keeps losing net profit is a sign that the firm is not earning enough return to cover its cost of finance and taxation, and the possibility that it will no longer be able to do so in the long term without some form of rescue is clearly a risk to which it is exposed.

[bookmark: _Toc217257784]Profitability Ratios
Profit margins General Electronics' Profitability Ratios General Electronics' profitability ratios offer insight into how well it translates sales into profits. While the gross profit margin was stable at the surface, this stability hides increasing cost pressures and diminishing ability to raise prices.
Operating profit margins have plummeted over the five year period. Formerly favorable margins are projected to progressively deteriorate, turning into negative values in 2023 and 2024. The effect of declining sales on operation results was magnified by the high-level fixed operating costs and the limited flexibil ity to reduce expenses in response to the decreasing income.
Net profit margins followed the same course. Margins were cool to positive earlier in the period but took a turn for the worse, becoming negative in the latter half. This indicates that the losses are a result of fundamental operational issues rather than one off or extraordinary items.
Return on capital employed (ROCE) also fell substantially. Declining operating income coupled with a fairly large amount of capital employed led to negative returns towards the end. This may indicate poor asset utilization, and more specifically that capital is tied up in underperforming areas, such as excess inventory or underutilized fixed assets.
In summary, profitability measures suggest that General Electronics has gone from generating to destroying shareholder value. More investment without systemic change would only serve to further degrade financial performance.

[bookmark: _Toc217257785]Liquidity Ratios
[bookmark: _Toc217257786]Liquidity ratios measure the ability of a firm to pay its current liabilities. The current ratio decreased consistently during the period, from a value above 1.8 in the former years to around 1.5 by 2024. The current assets still are more than the current liabilities, but this shrinking cushion is a signal of declining ability for short term financing.
The quick ratio is a more conservative measure. With the exclusion of inventories, liquid assets are just enough to meet short-term liabilities. This underscores the firm's heavy dependence on inventory as a means of working capital, which may not be readily converted into cash in a weak demand environment.
Cash reserves have fallen precipitously, too. Cash and cash equivalents decreased from £66.7 billion in 2022 to £26.8 billion in 2024. This decreasing trend indicates that the company is making less money from its core business activities, and is relying more on outside funding to finance its day-to-day business.

Efficiency Ratios
Working capital: Efficiency ratios indicate how well a company is managing its working capital. Inventory days were high throughout the five years period, indicating slow moving stock and the production was not aligned with the demand. Goodstuff Sales were declining, but inventory was high, with cash tied up and risk of obsolescence mounting.
Receivable days were elevated too, hinting that customers took longer to pay up. The slight decrease in receivables in 2024 is likely attributable to lower sales rather than improved credit management. Slow collection decelerates the pace of cash flow and escalates the dependence on borrowed capital in the short-run.
The days payable were stretched which means that the company was delaying payments to suppliers in order to hold on to cash. Although this strategy may offer short-term relief, it can damage the supplier relationship and diminish leverage in negotiations.
To sum up: efficiency ratios signal a prolonged cash operating cycle caused mainly by bloated inventory and sluggish receivables- resulting in sustained strain on liquidity.

[bookmark: _Toc217257787] Gearing and Financial Risk
General Electronics has been riding a debt rollercoaster as it grew more and more dependent on debt financing. Short-term borrowing remains substantial although total liabilities saw a slight decrease in 2024. At the same time, equity has been eaten away by accumulated losses.
An increasing debt to equity ratio indicates greater financial risk and less cushion in the event of future losses. Reduced equity makes the firm more vulnerable to unfavourable economic conditions and industry adverse reactions.
Interest coverage has worsened dramatically turning negative in years when operating profits were not enough to cover interest expense. This suggests that the company is paying down debt without help from operating income, a position that is unlikely to be sustainable in the long term.
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[bookmark: _Toc217257789]Cash Flow Analysis
[bookmark: _Toc217257790]Cash flow analysis also justifies the above results. Operating cash flow plunged from £73.4 billion in 2020 to £14.8 billion in 2024. Although operating cash flow is still positive, the steep drop suggests that cash earned from core operations is declining.
Investing activities have always been a cash outflow as a result of ongoing investment in property, plant and equipment (PP&E), and intangible assets. Although continual investment is required to stay competitive, prolonged capital expenditures in a time of poor profitability strains cash.
Cash from financing activities indicates a growing reliance on borrowing. Several drawdowns and repayments of debt during the week, underlines reactive short-term cash management rather than steady long term finance raising and adds further cost refinancing and interest risk.

Altman Z-Score and Bankruptcy Risk
[bookmark: _Toc217257791]Financial ratios including the Altman Z-Score are commonly applied to predict chances of corporate failure. Below is a summary of the financials for “General Electronics”, which is considered Distressed based on its declining profitability, weakening liquidity, shrinking equity, and increasing leverage.
This identification marks a strong likelihood of financial distress in case of continuation. While the firm does not appear to be bust yet, the signals that it should take some drastic remedial action are clear.

Overall Assessment
[bookmark: _Toc217257792]In short, the financial position of General Electronics has decayed significantly over the five-year span. Revenue decay, continued losses, poor working capital management, increased leverage, and deteriorating cash flows indicate far-reaching structural problems. Operating cash flow is positive, but the margin for error has tightened.
The company is at increased risk of further financial deterioration unless it takes strong measures to enhance liquidity, restructure operations, and fortify the balance sheet. These results underscore the acute need for reform of working capital and for strategic financial restructuring, discussed in the next section. 




Working Capital Management
[bookmark: _Toc217257793]Working capital management becomes critical to the survival of a company when it is facing decreasing profit margins and contracting liquidity. The mismanagement of short-term assets and liabilities at General Electronics has also played a role in its continual cash flow woes. While the company still generates positive operating cash flow, the position has eroded as a result of waste in inventory management, collection of receivable and short term financing.
For the CFO, working capital enhancement is one of the quickest and least disruptive ways to stabilize liquidity. In contrast to sweeping restructuring efforts, enhancements to working capital may release at least some cash that was tied up in the business, offering immediate financial breathing space as longer-term solutions are put in place.

The Cash Operating Cycle
The cash conversion cycle (CCC) quantifies the duration for which cash is tied up in the business, beginning with cash payments for inventory and ending with cash collection from customers. An efficient working capital cycle is indicated by a low number of days while working capital is tied up for prolonged periods if the cycle is high.
General Electronics’ cash conversion cycle, in particular, has increased drastically. High inventories, slow customer payments, and lengthening supplier terms all indicate cash is tied up in operations too long. Consequently, the firm is relying more on short-term debt to fund everyday activities, and thus increasing its financial risk at a time when its profits are being squeezed.


[bookmark: _Toc217257794]High Inventory Levels
[bookmark: _Toc217257795]Inventory management is a major source of working capital inefficiency at GEs. Sales decay consistently during the five-year period, but the inventories are still high and reach to about £79.4 billion (2024). This reflects an overproduction relative to market demand.
Too much inventory also causes problems. Large sums of money become immobilized in unsold inventory, and there are additional expenses for warehousing, insurance, and handling. In the consumer electronics sector, fast technological change increases the risk that products will be outdated before they are sold, resulting in potential write-downs and additional pressure on margins.
The continued high level of inventory suggests intrinsic problems in sales forecasting, production scheduling and sales/operations integration. Fixing these flaws is crucial if trapped cash is to be released and liquidity improved.
Slow Receivables Collection
[bookmark: _Toc217257796]Inadequate management of receivables has compounded the strain on liquidity. While there has been a slight decline in total receivables in recent years, this seems to be due to a decrease in sales rather than an increase in credit control. Lengthy collection periods are the norm, indicating that clients take a long time to pay their dues.
Receivables collections that are too slow push out cash inflows and force the company to obtain more loans to fill the holes in its finances. This was especially dangerous when margins were negative because the debt was being used to finance operations as opposed to productive investment. While extending credit terms can help sustain customer relationships in a competitive market, this has the opposite effect on cash flow stability.
Bad receivables management also increases the risk of bad debts, making cash flows more erratic and complicating financial planning. Improving credit evaluation and collection policies is therefore required.

Heavy Reliance on Short-Term Borrowing
Due to chronic working capital inefficiencies, General Electronics has relied heavily on short-term borrowing, namely overdrafts and revolving credit facilities. The statements of cash flow extract show a repeat pattern of borrowings and repayments, so cash management through strict budgeting has given way to a reactive stance.
While short-term borrowing gives the company flexibility, high reliance on it makes the company exposed to refinancing risk and interest rate volatility. These risks are magnified with declining profitability and poor interest coverage. A further tightening of lending conditions could severely strain the company’s liquidity.
The pattern of financing at present appears to be that short-term debt is being used to cover up fundamental working capital weaknesses rather than to smooth temporary cash-flow fluctuations. This approach is not sustainable in the long term.

[bookmark: _Toc217257797]Recommendations: Improving Working Capital Efficiency
[bookmark: _Toc217257798]First, inventory control needs to be improved. To this end, increasing the accuracy of demand forecasting, decreasing production batch sizes for slow moving products, and implementing more aggressive targets for inventory turnover may be beneficial. Sales, operations, and purchasing need to coordinate better to bring inventory more in line with real demand. Even small cuts in inventory could free big amounts of cash and slash holding expenses.
Second, receivables management should be improved. Stronger credit approval process, more explicit payment terms and more aggressive follow up on late accounts are warranted. A penalty for late payment may also encourage earlier payment, and stricter credit limits may improve collection on the non-payment side. Reducing the collection period would have a direct and positive effect on operating cash flow.
In addition, supplier payment arrangements should be reviewed and formalised TheyRather than wait for late payments, renegotiated contracts can help maintain supplier relationships and preserve cash flow flexibility. Reconﬁguring the payable terms to mirror receivables collection periods would also facilitate cash flow through the operating cycle and smooth its impact on cash.




Short-Term vs Long-Term Financing
The Proportion of Short-Term and Long-Term Loans Hold Significant Strategic Implications. Short-term loans tend to be less costly and more flexible, thus are appropriate for the temporary working capital requirements. Nevertheless, heavy dependence on short term borrowing results in increased refinancing and interest rate risk.
Although long term finance is usually more expensive, it is more stable and predictable. For General Electronics, a higher long-term mix in financing would ease liquidity pressure as the firm aligns the life of operating assets with the financing maturities.
Currently, the company’s reliance on short-term borrowing is so great that there is little room for mistake. By moving gradually to more long-term financing as well as continuing to improve working capital, financial risk will be reduced and liquidity resilience strengthened substantially.


[bookmark: _Toc217257799] Overall Assessment
To conclude, working capital management inadequacies are the main contributors to General Electronics’ liquidity problem. High inventory levels, slow collection of receivables, and reliance on short-term borrowing have lengthened the cash conversion cycle and have continuously exerted pressure on cash flow.
Through better inventory management, faster customer payments and a more balanced funding profile, the company will be able to free up its own cash and right the ship. These enhancements represent a critical building block for the company-wide financial restructuring plan outlined in the following section.

[image: Total working capital management: requires constant attention, keeping up  pressure - CTMfile]
[bookmark: _Toc217257800]Strategic Financial Restructuring Plan
The conclusion from the previous chapters is that General Electronics is not just experiencing a temporary setback but a long-term financial crisis. Continued losses from operations, decreasing shareholder equity, and tightening liquidity suggest that the current financial structure is untenable. If left unchecked, the business is exposed to an even greater risk of financial distress and erosion of value.
A full-scale financial reorganization is necessary. The goal of this combination strategy is to "stabilize cash flow, reduce financial risk, and bring the firm back to a position where it can be run profitably for the long term." Instead of being just a cost-cutting exercise, the reorganisation is a means to improving the balance sheet, funding stability and strategic flexibility in a capital-intensive global industry.

[bookmark: _Toc217257801] Rationale for Financial Restructuring
The General Electronics’ balance sheet was becoming increasingly precarious. The shareholders’ equity has been eroded due to repeated losses over the last 5 years while the current liabilities are still high. This mis-match has increased leverage and reduced the company's ability to take further shocks.
In an industry of fast moving technology and fierce competition, a weak balance sheet limits what a company can do in terms of technology, product development and even supply chain management. Financial restructuring is thus necessary not only for survival, but also to enable the company to be competitive in the future and to grow.  
[bookmark: _Toc217257802]Divestment of Non-Core Assets
[bookmark: _Toc217257806]Among the quickest actions to take to enhance liquidity is the sale of non-core assets. Over time, General Electronics has built up holding that are no longer closely aligned with its strategic priorities. These assets represent tied up capital which is now under-performing.
Selling non-core assets would also bring in immediate liquidity, help the firm rely less on short-term borrowing and strengthen the balance sheet. The proceeds could be used to pay down debt, reduce interest expense, and/or improve important financial metrics such as leverage and interest coverage. This would reduce the overall financial risk and increase the company's financial flexibility.
That said, asset sales need to be conducted in a orderly fashion. The sales need to be strategically planned and executed at fair market value in order to not wipe out shareholder value. A focused, disciplined approach enables the company to concentrate its resources in core, higher-returning areas of the business.

[image: ]


Equity Injection to Strengthen the Balance Sheet

[bookmark: _Toc217257807]The raising of fresh equity capital is also a key element in the restructuring proposals. This may take place by way of a rights issue, private placement or investment from a strategic partner. Due to the substantial depletion of shareholders' equity, supplementary equity financing is necessary to bring the capital structure back into balance.
Injecting equity capital would deleverage the firm, increase its liquidity, and bolster the confidence of lenders, suppliers, and investors. Equity doesn’t have fixed repayments —like debt has — which makes it more special during a period of recovery. Having a stronger equity base would also provide us with more flexibility to pursue future strategic initiatives.
Even though there is dilution for current shareholders when new shares are issued, long term benefits of stabilising the business are more important than short term worries. Being transparent with respect to what the equity raise is for and what outcome shareholders can expect is key to getting shareholder support.
Debt Restructuring and Maturity Extension
[bookmark: _Toc217257808]Debt restructuring provides additional potential to relieve the strain on finances. Boots General Electronics is presently highly exposed to short term debt with refinancing risk and interest rate risk. Rothschild commented that extending maturities of debt or rolling short-term debt with long-term debt would also contribute to a significant improvement in liquidity.
Matching timing of debt repayments with generation of cash would smooth cash outflows and allow for a gradual improvement in interest coverage, over time. Lower financing costs would also allow the company to become profitable again. It may also be needed to renegotiate debt covenants to give the company enough breathing room in the course of healing.
A successful lender negotiation is critical. Transparent you know-speak, reasonable realistic financial expectations, and a believable turnaround plan enhances the chance you will get lender collaboration and support.

[bookmark: _Toc217257809]Strategic Partnerships and Alliances
As well as balance sheet impacts, strategic alliances can contribute to financial recovery by reducing the need for capital and by sharing risk. Collaborations with technology companies, suppliers or local companies can provide for joint research and development, shared manufacturing facilities or entry into new markets.
They can reduce operating costs, enable faster innovation and more efficient operations, and do not necessarily demand large upfront financings. Although they have to be closely managed and interests aligned, partnerships provide a more flexible option than large-scale acquisitions in times of financial constraint.

Impact on Shareholders, Debt Risk, and Cash Flow Flexibility
[bookmark: _Toc217257810]The suggested actions for restructuring are intended to stabilize the finances and restore long term value for the shareholders. Although shareholders might be temporarily diluted or experience a smaller asset base, the long-term gain is a stronger, more resilient company.
Lower leverage, better interest coverage, and longer debt maturity would reduce financial risk and improve the firm’s ability to survive economic or industry shocks. Greater stability of cash flow would enable management to devote more attention to strategic priorities rather than managing liquidity in the short term. 

International Financial Considerations
[bookmark: _Toc217257811]As a global company, General Electronics is subject to foreign exchange risk associated with the conduct of its business and financing activities in multiple currencies. Exchange rate movements affect income, expenses and debt service. Proper management of the currency risk, in the form of hedging strategies and the matching of currency inflows with currency outflows, is required.
Inflationary pressures are challenging too, not least through higher input and labour costs. The financial turnaround must include cost controls and pricing strategies that protect margins in an inflationary market.
Tax considerations are very important in the restructuring decision. Sales of consols or other assets, equity issuance, and debt refinancing all have tax ramifications, which in turn can influence the net cash proceeds. Strategic tax planning is required to maximize the after-tax proceeds of a transaction. 

Ethical, Social, and Sustainability Considerations
[bookmark: _Toc217257812]Financial reorganisation may also raise ethical and social questions, particularly if job losses are involved as a result of cost cutting or asset sales. Such effects should be responsibly addressed in the form of transparent communication, fair severance packages and retraining, where applicable.
There are still increasing focus on sustainability in the consumer electronics industry. Environmental matters such as management of electronic waste and energy efficiency are under the watchful eye of regulators and consumers. Continuous dedication to sustainable initiatives can positively reflect on a company’s image, and ultimately help in preserving value over time.

Overall Evaluation
[bookmark: _Toc217257813]To sum up, it is very important for General Electronics to undergo a full-scale financial restructuring to make its financial condition viable, and to go-beyond that for viability in long term. Through the mix of asset sales, equity fundraising, debt restructuring and strategic alliances, the firm can mitigate financial risk, bolster liquidity, and regain strategic flexibility.
If carried out in a functional manner, and if led well with clarity of communication, this reorganization plan offers a believable road map to financial recovery and renewed competitive strength. 

Investment Appraisal and Capital Budgeting
[bookmark: _Toc217257814]When you are tight on cash, it is necessary to be careful and disciplined about what you invest in. For General Electronics, the poor profitability, the meager liquidity, and the high financial risk imply that the only capital the company can afford to spend on projects is that which directly contributes value and helps the company recover on a long-term basis. Bad investments at this point would%E2%80%A6 further drain cash flow and weaken restructuring efforts. Thus it is critical that strong capital budgeting methods are used to direct the choices made as the CFO.
General Electronics has now three investment opportunities that are under consideration, these are called Project A, Project B and Project C. All three projects have a time horizon of five years and each requires a large upfront investment. Because of capital rationing, the company can invest a maximum of £60m. A 10% discount rate is used to account for the company’s cost of capital and heightened risk exposure. For all projects, a straight-line depreciation to a zero residual value is assumed.
Projects are evaluated based on the combination of PP, ARR, NPV, PI and IRR to provide a comprehensive analysis.







Table 1: Project Details and Cash Flows (£ million)

	Project
	Initial Outlay
	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
	Cash Recovery Point
	Payback Period

	A
	During Year 4
	3.4 years

	B
	End of Year 5
	5.0 years

	C
	Early 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
The General Electronics’s financial viability was examined in this report and it is was found that severe structural impediments were hindering its performance. A prolonged decrease in revenues, continued operating losses, diminishing liquidity, mismanaged working capital, and an increasing dependence on short-term debt have put the company under severe financial strain. The company still has positive operating cash flow, but the cushion is Much smaller.
As a result of these – and other – challenges, an all-encompassing recovery plan is being formulated. It involves implementing a number of critical steps, such as increasing working capital efficiency, selling non-core assets to generate liquidity, strengthening its balance sheet through an equity raise and restructuring debt to lower refinancing risk. With these actions and through selective strategic partnerships, it aims to regain financial stability, reduce risk and enhance cash flow flexibility.
Tight capital discipline is also critical in the restructuring process. Following detailed investment appraisal employing a number of techniques, Project C will be the best investment under capital rationing and it will maximise the value for the shareholders.
In summary, General Electronics can regain its footing through strong financial leadership, better working capital control, and disciplined investing. If the recommended steps are put into effect in an effective manner and closely watched, these steps offer a clear and financially responsible path to rehabilitation, renewed investor confidence and sustainable long-range growth. 
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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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