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	Abstract
This report provides an evaluation of the financial performance and management of general electronics Plc. between 2020 and 2024 which is a period characterized by harsh market environment and poor profitability. The review uses ratio evaluation, Altman Z-score, and capital budgeting models to evaluate the financial status and potential investment of the company. 
Results reveal weakening liquidity, 1.5% less returns on net assets and equity, and increasing leverage, but 2024 data suggests a partial recovery. The Altman Z-score of 2.70 indicates financial distress, and it needs to restructure itself into strategic models. Some of the suggestions that could be made are optimization of costs, improvement of working capital, debt restructuring and sale of low performing assets. Projects A and C are the only investment alternatives that have positive NPVs and IRRs, with Project C having the best long-term value creation. 
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[bookmark: _Toc213449436]1.0 Introduction: 
General Electronics Plc. is a multinational company that deals with consumer electronics and industrial production sector and it is a diversified company. The company has not been spared as it has suffered unstable market conditions over the last five years due to technological upheaval, inflation and post-pandemic supply chain uncertainty. Consequently, the management has put increased focus on evaluating the financial stability of the firm, liquidity and the ability to strategically invest in the firm. This report is aimed to provide a full-fledged analysis of the financial performance of General Electronics during the years 2020-2024, by diagnosing the financial strength and weakness, and suggest the proper restructuring and investment strategy to guarantee the long-term sustainability and maximisation of shareholder value.
The report uses both quantitative and qualitative analytical approach. Some of the important financial methods are ratio analysis to determine the profitability, liquidity, efficiency, gearing and investment performance, Altman Z-score model to determine the likelihood of a firm going through financial distress and capital budgeting methods like Net Present Value (NPV), Internal Rate of Return (IRR) and Payback Period (PBP) to determine the viability of a certain investment. Also, the analysis will be done for the cash flow patterns and working capital management activities to understand the possible liquidity limitations. The contextualisation of the analysis is based on academic literature about corporate finance, theory of working capital and theory of capital structure management (Atrill and McLaney, 2022; Brigham and Ehrhardt, 2019). 










[bookmark: _Toc213449437]2.0 Financial Health Check (General Electronics): 
General Electronics is a multinationals in consumer electronics industry that has been experiencing tremendous financial and operational difficulties within the last five years. Performance analysis of the company showed that there was a decline in the profitability of the business, the increase of leverage and the loss of investor confidence. Additional insights are given below-
[bookmark: _Toc213449438]2.1 Ratio Analysis
Ratio analysis is the key element of financial diagnostics, and it provides a multidimensional view of liquidity, profitability, efficiency, and solvency (Brigham and Ehrhardt, 2019). The model used to supplement the ratio pattern includes the Altman Z score model (Altman, 1968) that is used to measure default risk and financial distresses. The ratio analysis is given below-
Profitability Analysis
The ratio of profitability reveals the capability of a company to raise profits against sales, assets, and equity (Atrill and McLaney, 2022). During 2020-2024 General Electronics has become significantly less profitable, but in 2024 it has already started to recover. Gross Profit Margin (GPM) will decrease to 23.20 in the year 2023 and then improve to 28.87 in the year 2024. This volatility points to internal inefficiencies of the operations and unstable costs of production, which can be associated with the disturbances of the global supply chains and the increased prices of the components (Deloitte, 2023). In 2023, the Net Profit Margin became negative (-23.36%) and is also poor in 2024 (-6.09%). The losses are indicative of excessive overheads, lack of cost absorption as well as potentially unprofitable product lines.The same can be said about Return on Assets (ROA) and Return on Equity (ROE), as both were deep into the unprofitable years (2023, -27.60 percent and 2023, -54.91 percent). The extent to which the ROE is falling suggests high erosion of value to the shareholders.
Liquidity Analysis
The liquidity ratios measure the capacity of the firm to fulfil immediate liabilities (Ross et al., 2019).The Current Ratio also decreased, 1.82 in 2020 to 1.53 in 2024 which shows that there is less flexibility in the working capital. Although the ratio shows a growth of above 1, the decreasing trend is an indicator of constrained liquidity. Quick Ratio (Liquidity Ratio) worsened its position of 1.15 to 1.03 in the same time period, which proves that the liquid resources of the company with the exception of inventory have deteriorated. The Cash Ratio decreased by 0.32 to 0.17 indicating a small amount of cash available as compared to debts.
This kind of degradation means that there will be more reliance on short-term financing and the payment to suppliers being delayed. A ratio above 1 is said to be safe, but the decreasing tendency and low cash reserves indicate a possibility of General Electronics struggling to cover unanticipated liabilities or take advantage of investment opportunities (Brealey, Myers and Allen, 2020).
Efficiency (Activity) Ratios
Efficiency ratios are the ratios that analyze the use of the assets of the company and the ability to maintain receivables and payables (Atrill and McLaney, 2022). Receivables Collection Period was stable that was increased from 77 days in 2020 to 106 days to 2024 implying low credit management and low cash inflow velocity of its customers. The Payables Payment Period has been 69 days in 2020 that have been increased to 93 days in 2024 which reflect that the company has managed to delay its payments made to the suppliers which is beneficial for efficient cash management and business continuity. The Asset Turnover Ratio increased in 2024 to 1.22 compared to 1.08 in 2022, which indicates a better aspect in utilizing the total assets in generating revenue. These measurements demonstrate efficiency in operations and a strict working capital control. Nevertheless, with the low profitability level, the efficiency is yet to be converted to increased returns. 
Gearing (Solvency) Ratios
Gearing ratios are used to describe the debt and equity financing. Increased gearing increases financial risks yet may advantage returns with proper management (Brealey et al., 2020). Debt-to-Equity Ratio increased consistently in 2020-24 by a significant margin suggesting an increased reliance on borrowed capital. The Interest Coverage Ratio had decreased significantly by 41.08 in 2021 to 4.55 in 2024. Though the company is still able to fund interest payments, this reduction was an indication of a narrowing down in operating margins and increasing exposure to risks. Increased leverage has placed pressure on the solvency of the company restricting flexibility in future financing choices. Ross et al. (2019) note that the interest coverage ratio of below 3 is a red flag, whereas General Electronics does not hit this point yet, but the decreasing trend is rather troubling.
Investment Ratios
Investment ratios will give openness to shareholder value and market perception.Earnings per Share (EPS) decreased -£7.64 in 2023 that eventually recovered in the immediate next year -£1.85 in 2024.This trend represents the inventory losses in 2023 and decline in shareholder returns. Long-term decreased EPS can destroy investor trust and lower share prices (Brigham and Ehrhardt, 2019). The low EPS ratio of the company also points towards the fact that future equity issues might not be as appealing to the shareholders as long as the company does not become more profitable.
[bookmark: _Toc213449439]2.2 Cash Flow Considerations
The decreasing ratios of cash and the low profitability are signs that the company has limited free cash flow and liquidity since there are no detailed cash flow data available. The low cash generation limits the investing power and the possibility to pay debts (Palepu and Healy, 2020).
It is possible there is a negative operating cash flow of the firm in 2023 which implies that the operations have been being financed (by the issuance of debt). This trend is unsustainable and it puts financial risks at risk unless the trend is reversed by increasing efficiency and cost management.
[bookmark: _Toc213449440]2.3 Financial Distress, Altman Z-Score
The relative likelihood of bankruptcy is forecasted by the Altman Z-score model that incorporates important financial ratios to obtain a composite score (Altman, 1968). Such is the case of General Electronics whose Z-score dropped drastically by 41.48 in 2021 to 2.70 in 2024.
The bloom above 3.0 in Z-score is an indicator of financial stability, 1.8 to 3.0 is an indicator of tipsiness and below 1.8 is an indicator of high risk of bankruptcy (Altman, 2000). Thus, the resulting score of 2.70 puts the company in the grey zone of high but not severe distress.
The drastic decline of previous high scores abnormally suggests extreme financial deterioration which may be attributable to volatile profits, declining retained earnings, and increase in leverage. This strengthens the argument in the urgency of an effective financial restructuring strategy to avoid the possibility of default.

[bookmark: _Toc213449441]2.4 Summary of Strengths and Weaknesses
Strengths:
· Better gross profit margin of 2024 is an indication of an early recovery.
· Effective payable and receivables management.
· Strong discipline in asset management.
Weaknesses:
· Reduced liquidity and poor cash reserves.
· Increase in leverage and reduced interest coverage.
· Weakening Altman Z-score of financial vulnerability.
Opportunities:
· Possible optimization of costs of production and sourcing.
· Restoration of the capital structure may help in lowering interest burden.
· The increase of the profitability rests with expansion of high-margin product lines globally.
Threats:
· Emerging competition and high rate of technological shift in consumer electronics industry.
· International supply chain risk and currency risk exposures.
· Little investor confidence as a result of continued losses.
[bookmark: _Toc213449442]2.5 Preliminary Considerations:
An effective recovery should be sustainable and should involve a multi-facet approach that entails operation, financial and strategic interventions. The preliminary considerations are given below-
· Rationalisation of Costs and Margin Improvement: The company needs to review its cost base through contracting with suppliers, attaining lean production systems, and automating production processes. Another tool that can be used to detect gaps in efficiency is benchmarking to the industry leaders (Grant, 2022).
· Optimisation of Working Capital: Internal funds can be released through the strengthening of the cash management by increasing payable days moderately, reducing inventory, and incentivising the quicker collection of receivables (Ross et al., 2019).
· Restructuring Capital Structure: Since the debt-to-equity ratio has increased, the company ought to consider partial debt restructuring or infusion of equity. This will lead to lower solvency and investor confidence through reduction of short-term debt dependence (Brealey et al., 2020).
· Diversification of Product and Market: To stabilise revenues, General Electronics must shift towards high margin consumer markets, e.g., green technologies or smart appliances. It is also long-term competitiveness (Grant, 2022) to invest in innovation.
· Ecological and Environmental Protection: Incorporation of environmental, social, and governance (ESG) principles in the business strategy may improve the brand image and engage responsible investors (Koller, Goedhart and Wessels, 2020).

















[bookmark: _Toc213449443]3.0 Working Capital Management Analysis
[bookmark: _Toc213449444]3.1 Cash Operating Cycle Analysis:
The cash operating cycle (COC) is the time it takes a firm to translate its investments on inventory and receivables into cash on sales and it is one of the indicators of liquidity and performance of a business. The past five years of operating cycle of cash flows is strongly fluctuating General Electronics 2020 - 107.83 days, 2021 - 107.98 days, 2022 - 137.20 days, 2023 - 162.40 days, 2024 - 120.85 days. This trend shows a great rise in the cycle in 2022-2023 and it will be followed by a moderate improvement in 2024 (Brigham & Ehrhardt, 2019). It is graphically shown below-


Table-01: Cash Operating Cycle of General Electronics from 2020-2024 (Author).

The high turnover 2021 to 2023 took the form of highest at 162.40 days, which signifies that the company was progressively choosing to gather more time to turn inventory and receivables into cash. There is the possibility of a long period of COC that is caused by the overstocked inventory; delays in the collection of receivables or poor management of payables. 
In the case of General Electronics, which functions in a highly competitive and innovation-related consumer electronics market, such inefficiencies might be especially expensive, as there is a danger that the products may become obsolete, and costs on inventory carrying increase (Higgins, 2020). The fact that the corrective measures which were presumably implemented were minor and the cycle itself stayed above the levels in pre-2022 indicates that the company has not addressed its working capital inefficiencies to its fullest extent, even though it has slightly decreased its days. In relation, an industry-wide COC of over 120 days is high with the implication that a large portion of cash is tied up in operations, instead of being available in investment, debt servicing or strategic initiatives (Ross et al., 2019).
[bookmark: _Toc213449445]3.2 Strategies to Improve Liquidity
[bookmark: _Toc213449446]3.2.1 Inventory Management
The inventory in most consumer electronics companies is the greatest part of the working capital. Long inventory turnover has a direct impact on the COC and is a waste of capital that might otherwise be used to increase the company or to reduce its debts. The trends in the COCs of General Electronics indicate that the inventory levels could have grown disproportionately to the sales which could have been caused by excessive production or inaccurate forecasting of demand. The adoption of new demand planning methods, including predictive analytics and machine learning will allow maximizing the level of stocks and holding costs.
In addition, a just-in-time (JIT) strategy will help synchronize procurement with sales data that is underway to reduce stocks that do not move and the threat of obsolescence, which is quite significant in the rapidly changing technological environment of the industry (Higgins, 2020). Regular SKU rationalization could also improve on the slow-moving stock and every capital could be re-invested in high-margin products or innovation-driven projects.
[bookmark: _Toc213449447]3.2.2 Accounts Receivable Management: 
This is also referred to as the accounts receivable department. The data indicates that General Electronics might have experienced customer payment delays, one of the factors that contributed to the long cycle experienced in 2022-2023. This is important in strengthening credit management policies. It may include carrying out in-depth creditworthiness tests prior to making credit, providing tiered terms of payment depending on risk, and providing incentives to settle bills ahead of time (Brigham & Ehrhardt, 2019).
Electronic making of invoices and remittance systems may also speed up the process of collections by cutting down the time spent in processing and errors made in administration. Also, aged receivables can be monitored continuously, thus indicating overdue accounts, so that proactive steps can be taken to collect accounts impacting negatively on the liquidity.
[bookmark: _Toc213449448]3.2.3 Payable Management: 
Optimization of accounts payable provides means through which to increase liquidity without extra funding. The extension of supplier payment terms where feasible will in turn provide a natural buffer within which they can finance their operations. Nevertheless, these steps have to be taken strategically but they should not jeopardize supplier relations and result in fines or supply chain breakdown. The matching of the payables and receivable collection period can even-out the cash flows in short-term without amplified the financial risks (Ross et al., 2019).
[bookmark: _Toc213449449]3.2.4 Cash Management Practices: 
The cash management system used by General electronics, being a multinational corporation, needs to be centralized. The process of consolidating the cash flow visibility of operations in the global arena can enable real-time observation of the positions in liquidity and effective allocation of surplus funds. Cash pooling, intercompany netting, and short-term investments are all techniques that can maximize idle cash balances and provide adequate liquidity to meet operational requirements (Higgins, 2020).
[bookmark: _Toc213449450]3.3 Short-Term vs Long-Term Financing Options
As a solution of liquidity constraints, both short-term and long-term financing sources are supposed to be considered in regard to the working capital requirement of General Electronics.
Short term financing in the form of revolving credit, trade credit and factoring will give instant access to liquidity to take care of any changes in receivables or inventory needs. These instruments also are adaptable and sensitive to the requirements of operations but may have increased interest rates and refinancing risks when cash flows are bound (Brigham and Ehrhardt, 2019). As an example, over-utilizing short term debt to finance inventory can increase financial leverage but not solve the inefficiency in the working capital management.
Financed with long-term financing which may include bonds or equity issues or long-term loans is used to fund the strategic investments in infrastructure, technology or automation. These instruments are more expensive in terms of interest payments, but stable enough that enable the company to make systemic changes that make the COC less expensive in the short and long term. Examples here are the deployment of integrated enterprise resource planning (ERP) systems or automated receivable management tools, which involve high costs initially but will provide long-term benefits of operation efficiency payments (Ross et al., 2019).
A combined solution is also frequently the best: both short and long-term financing may support short-term operational liquidity requirements, but long-term financing may support the implementation of long-term strategic working capital changes. Risk mitigation through the balancing of the two also helps to avoid the need to overly rely on short-term credit markets that persist in volatility, and also it ensures that the company is able to continue running operations even as it looks to make efficiency gains (Higgins, 2020).





















[bookmark: _Toc213449451]4.0 Strategic Financial Restructuring Options
General Electronics is struggling with the issue of regaining the lost financial stability, even as it tries to seek the growth avenues on a competitive consumer electronics market. Divestiture is one of the most realistic short term restructuring instruments. This strategy consists of disposing of business units that either perform poorly or are not considered core to the business to create an immediate liquidity, leverage, and sharpen the strategy (Kruk, 2021). At General Electric, the sale of the out-dated product lines that have been facing decreasing demand or low-level profitability will help the company to fulfil capital that it can invest in the new areas of high growth like smart devices, wearable, and digital services. In addition to financial issues, divestiture can also provide an opportunity to streamline and reduce the complexity of managers, and concentrate resources on those markets that have competitive advantages. Nevertheless, the ethical and operating factors play an important role. 
The second form of strategy is to seek mergers, acquisitions or strategic alliances. Among the most important advantages of mergers are scale economies, greater access to markets, complements, and the increased revenue opportunities (Clark and Ofek, 2009). In the case of General Electronics, a merger with a competitor having technological orientation or a strategic alliance with a foreign partner would open new markets, shorten the innovation process, and create operational synergies. Indicatively, supply chain merge can lead to lower production costs, and joint research and development efforts would increase product development. However, mergers have risks attached with them. Debt financing could embark a merger on higher leverage and operational flexibility, which would put the company in line with the risks of interest rates and insolvency. Issues of integration such as ensuring cultural fit, balancing the IT systems, and harmonizing management structures can doom the expected benefits in case they are not well handled. And above all, there is the international factors that have to be kept in mind like cross-border taxation, regulatory permits and foreign foreign exchange risk that will introduce a cinema of complexity (Baker and Riddick, 2012). An in-depth risk assessment and due diligence would be necessary to determine the possible synergies, the issues with operations, and the cultural and legal obstacles.
A third important restructuring instrument is equity injection which is a tool to provide a means to make the balance sheet stronger and to minimize financial weakness. General Electronics can strengthen its capital base, enhance liquidity, and decrease the debt-to-equity ratio by issuing new shares in a rights offering, public issuance, or strategic placement, through a private equity offering (Kruk, 2021). This would be a viable option that would be applicable especially in the light of the long operating cycle (or cash) of the company and liquidity strains. Bringing equity enables one to invest in technology upgrades, digitizing the world, and expansion plans without needing to make fixed interest payments on the same. Nevertheless, equity issue has repercussions to existing shareholders because they can be diluted and clear communication as well as fair management of investors is necessary. 
[bookmark: _Toc213449452]4.1 Shareholder Value, Debt Structure and Operational Flexibility
Shareholder value is influenced by each of the restructuring options. Divestitures have the potential to enhance the effectiveness of the use of capital (return on capital employed or ROCE) by eliminating unproductive assets and putting the management funds into more productive operations; this can lead to a better image of strategic confidence in the market (Xue and Chang, 2024). But short term loss of revenue due to asset sales should be replaced by an investment on profitable ventures to prevent backlash by the market. The new value in mergers and alliances can bring all these much shareholder value in the form of operational synergies, increase in revenues and a stronger market presence but this depends on the fusion and a well-understood evaluation of returns (Clark and Ofek, 2009). The equity injections enhance financial stability and investor confidence, which may lead to higher market valuation over time, but needs to be combined with strategic initiatives that are to be clearly spelled out to warrant the dilution to shareholders and make investors trust the investment.
In terms of debt, divestiture implies the cash inflow, capable of reducing leverage and interest payments, which makes it stronger in terms of liquidity and finances (Xue and Chang, 2024). Mergers are able to augment or perfect leverage depending on the financing structure: the debt-financed acquisition augments leverage, but could be counter-optimized by the economy of scale, and the equity-funded merger makes them less adaptable at the expense of the potential tax shields on debt. Equity injections directly contribute to the operational flexibility by minimising the dependence on constant financial requirements, investing into high-priority areas and buffers against the market fluctuations. It requires a moderate course of actions, focusing on moderate level of debts, and intelligent distribution of assets to maintain flexibility in the operations, as well as, sustainable development.
[bookmark: _Toc213449453]4.2 Ethical and International Concerns
Because of the international business of General Electronics, restructuring should take into consideration taxation, currency risk, and compliance with regulatory laws. Transactions across borders such as cross-border divestiture and mergers can cause complex taxes such as withholding tax, exit tax and even adhering to rules of transfer pricing (PWC, 2024). There is also currency exposure which has an impact on both operational cash flow as well as valuation because the revenues and the cost in different currencies add volatility. To avert such a risk, forward contracts, options and natural hedges are important to hedge (Baker and Riddick, 2012). The inflation risk also makes the restructuring even more complicated, especially in the new market where the price fluctuation might affect the working capital needs and the cost of capital (Das, Hasan and Sutradhar, 2024). Sensitivity searching and the use of inflation-adjusted forecasts in the financial models will guarantee realistic distribution of capital and investment planning.
Rationalization of the workforce, shedding off the assets and mergers should be respectful towards the rights of employees and it should provide proactive communication concepts. A problem-solving guideline of corporate social responsibility should be in place where environmental, social, and governance commitments are ensured during financial transition, regionally and at all times (Ambarwati & Haryono, 2020). 
[bookmark: _Toc213449454]4.3 Phased and Comprehensive Restructuring plan
General Electronics should be implemented in a phased manner through an integrated strategy. First, non-core businesses in the mature markets can be divested to create easy liquidity and leverage. Future strategic mergers/alliances in growth markets can be used to reach more markets and motivate economies of scale, whereas thoughtful positioning of integration risk and debt capital maintains a flexible stance. Lastly, the equity injection will be able to offer funds to the process of international expansion, computerization and the development of products. In this progressive way one can have a limited exposure to risk, but still have a clear focus on strategic priorities over the long term. 
[bookmark: _Toc213449455]5.0 Investment Analysis and Capital Budgeting 
[bookmark: _Toc213449456]5.1 Capital Budgeting Results Analysis 
[bookmark: _Toc213449457]5.1.1 Payback Period (PBP)
The PBP is an investment liquidity ratio, which is a simple way of identifying the rate at which an investment will cover the initial cost of the investment based on the cumulative net cash inflows to the investment. As per Brealey, Myers and Allen (2020), the shorter the payback period, the better the financial flexibility that is especially important to the firm with a liquidity constraint.
In the case of General Electronics, which has been borne by a growing pressure on the short-term debt and restricted working capital, a reduced payback period is a crucial protection against insolvency of the cash flows. Project A has a payback of 3.40 years, and project C has a payback of 3.60 years both of which are not bad in terms of a 5 year planning horizon. In contrast, Project B has a payback of 5 years, which is the same term or time of operation, meaning little liquidity advantage and risky operations.
[bookmark: _Toc213449458]5.1.2 Accounting Rate of Return 
ARR calculates the profitability on accounting basis, which is calculated as average profit realized per year compared to the initial investment (Arnold and Lewis, 2019). It is also useful, in regard to assessing the firm in line with its goals of improving profitability.
Project C in this case has the best ARR of 10 which is considerably much higher than the projected average of 5% returns that General Electronics has attained over the last five years. Project A comes second with 7% followed by Project B with 0% implying the profitability is insignificant. The zero payback of Project B indicates low profit, stable-cash situation which cannot pay the opportunity cost of capital.
Since the trend of profitability at General Electronics is negative, considering the outcome of the ARR, the projects A and C would reinforce the accounting returns and the profitability of the project performance. The fact that project C has a superior ARR makes it attended to the fact that the project will help improve the firms deteriorating earnings margin and earnings per asset. However, ARR is disadvantaged by the assumption of disregarding time value of money and risks of cash flows (Arnold, 2021). 
[bookmark: _Toc213449459]5.1.3 Net Present Value (NPV)
NPV is regarded as the strongest tool of investment appraisal since it is a direct measure of how value is created to shareholders (Damodaran, 2021). It discounts future cash flows that are expected to flow in discounting the cost of capital to the company and in this instance, it is 10%.
In the case of General electronics, the outcomes of the NPV are very much telling:
· Project C yields £4.23m,
· Project A yields £1.32 million,
· The NPV of project B is negative of £7.26 million.
The positive NPV of projects A and C attest that they can be useful in raising shareholder wealth, whereas Project B would ruin shareholder wealth. The NPV analysis can also be aligned with the General Electronics strategic objective to rebuild investor confidence by conducting projects that increase the value of equity and the long-term solvency (Ross et al., 2022).
[bookmark: _Toc213449460]5.1.4 Profitability Index (PI)
To evaluate the efficiency of investment the PI calculates the relationship between the present and future cash flows with the starting investment (Brealey et al., 2020). It is specifically applied when there is a shortage of capital and the decision-makers need to ensure that their profits are maximum starting with the amount of resources they use.
In the case of General Electronics, PI is summarized in the table below-
	Projects
	Profitability Index

	Project-A 
	1.03

	Project-B
	0.76

	Project-C
	1.08


Project A and Project C both are above the critical value of 1.0 which is a sign that they generate more value than they spend. Project B as the one where PI is less than 1 is inefficient and should not be further considered.
According to the £60 million capital threshold, the PI implies that Project C has the highest efficiency in terms of returns. Its bigger capital requirement (£50 million) however limits its flexibility in parallel investments. The project A may be less efficient, but since it is smaller and payoffs faster, it could be a preferred choice due to its faster reinvestment periods. An intermediate solution between the two projects that a part of the funding is done by both projects would enhance the financial balance in case the deficit may be filled by borrowing or selling assets (Arnold, 2021).
[bookmark: _Toc213449461]5.1.5 Internal Rate of Return (IRR)
IRR is the discount rate at the value of which the NPV of the project will decrease to zero, which is the effective rate of return (Damodaran, 2021). It is also a risk-adjusted measure of profitability, and is a major measure to compare to the hurdle rate or cost of capital of the firm.
The findings reveal that Project C provides IRR of 12.72, and Project A offers 11.33 which is higher than the 10 discount rate of General Electronics. The IRR of project B stands at 0% thus it is not financially viable. The projected positive spread between the IRR and cost of capital in Projects A and C means that there exists a great potential of value creation.
[bookmark: _Toc213449462]5.2 Project Risk and Cash Flow Volatility
An in depth analysis has to consider the risk profile of each project, especially since General electronics is financially unstable. The cash flow uncertainty, economic factors, and the industry risk drive (Trigeorgis and Reuer, 2017).
· Project A is mediocre in terms of risk, where cash flows are between £8m and £14m, which means that its operations are predictable and the forecast is not very uncertain.
· Project B, which is constant (£6m/year) does not provide a large amount of money to recoup expenses or generate buffer cash flows, both of which over wish to increase solvency risk.
· In project C, the volatility is greater with inflows of £5m to £25m. Although this will add more uncertainty, it is also the opportunity of the greatest possible upside, so it is a high-risk, high-payoff suggestion.
The risk management is vital in light of the poor cash flow structure of the company. Project A can be used as a short-lived stabilizing project to increase the liquidity and Project C can be used to enhance the strategic growth later when the firm will be solvent. Financial hedging, insurance, and the use of phases in capital allocation are some of the risk mitigation measures that General Electronics can implement (Arnold, 2021).
[bookmark: _Toc213449463]5.3 Strategic and Financial Implications
[bookmark: _Toc213449464]5.3.1 Liquidity and Solvency
The worsening liquidity ratio and the increasing leverage in the General Electronics demonstrate the urgency in the choice of the projects which will enhance the timing of the cash flows and the measures of solvency. Projects A and C yield a quicker payback and a beneficial NPV, which increase liquidity payment and minimize the use of short-term borrowing (Brealey et al., 2020).
Project A is one that can be implemented immediately because it is of medium size and therefore it recycles cash into operations very fast. Project C on the other hand, although providing higher value creation, might need to be financed in stages or sourced externally so as to avoid overstretching the liquidity. 
[bookmark: _Toc213449465]5.3.2 Profitability Recovery
The fundamental aspect of turnaround strategy at General Electric companies is to regain profit and shareholder loyalty. Project A and C add directly to this goal as they result in positive NPVs and IRRs that are over the rate of hurdle. Project B misbehaves on the other hand bringing about negative returns to profitability.
Projects A and C can be placed in the forefront in order to realize instant and long-term improvements in profitability of the company. Project A offers stability in operations and Project C offers technological innovation and expansion in the market, which is essential to competitiveness in the world consumer electronics market (Johnson, Whittington and Scholes, 2020).
[bookmark: _Toc213449466]5.4 Recommended Capital Rationing
The constraint on the amount of capital available to the £60 million is quite significant, and the CFO will have to create as much value as possible without compromising on financial discipline. The following scenario analysis presents possible combinations of projects that have been determined as viable under or under the budget limit:
	Alternative
	Projects
	Total Investment (£m)
	Total NPV (£m)
	Feasibility

	1
	A Only
	40
	1.32
	Feasible

	2
	B Only
	30
	-7.26
	Not Feasible

	3
	C Only
	50
	4.23
	Feasible

	4
	A+B
	70
	-5.94
	Exceeds Limit

	5
	B+C
	80
	-3.03
	Exceeds Limit

	6
	A+C
	90
	5.55
	Exceeds Limit



Based on the financial conditions and the performance of the project, the most appealing standalone investment is Project C which would produce the highest NPV and IRR using the given budget. Combining Projects A and C would result in increasing the combined NPV, but the joint cost (£90m) would be over the limit.

[bookmark: _Toc213449467]6.0 Conclusion
General Electronics Plc. has experienced considerable financial and operational problems in the form of falling profitability, increasing leverage and deteriorating liquidity between 2020 and 2024. Ratio analysis indicated declining margins and low returns, but 2024 indicated an early recovery. The liquidity ratios were decreasing and the tightness of cash flow was revealed and the Altman Z-score has dropped down to 2.70 and this indicates that the company is in a financial distress zone. Efficiency ratios implied the controlled use of assets but inadequate profitability transformation. Such strategic restructuring variants as the divestiture of the failing operations, mergers or alliances, and the injections of equity were found to be the key in regaining the solvency and investor trust. The Project C was the best in terms of NPV and IRR and offered best potential of long term growth as compared to Project A which gave quicker payback and liquidity. General, the report also mentions that the financial restructuring must be balanced; better working capital management and selective capital investment should be used to reconstruct the profitability and secure the value of the shareholder.
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1.0 [bookmark: _Toc213449470]Ratio Analysis
	Consolidated Income Statement (£m)

	 
	2020
	2021
	2022
	2023
	2024

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

	Cost of Sales
	(438,424)
	(428,586)
	(390,459)
	(322,897)
	(280,885)

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

	Operating expense
	138,989
	149,763
	137,744
	182,861
	129,291

	Operating Income(loss)
	37,267
	23,253
	14,548
	(85,301)
	(15,297)

	Interest Income(expense)
	(1,422)
	(566)
	(2,200)
	(4,332)
	(3,361)

	Other Income(expense)
	8,060
	(6,607)
	(955)
	(2,621)
	60

	Income(loss) before provision for income tax
	43,905
	16,080
	11,393
	(92,254)
	(18,598)

	Income taxes
	(5,333)
	(10,779)
	(10,986)
	(5,984)
	(5,431)

	Net Income(loss)
	38,572
	5,301
	407
	(98,238)
	(24,029)

	Earnings (loss) per share

	Basic EPS (£)
	2.78
	0.39
	0.03
	-7.64
	-1.85

	Diluted EPS (£)
	2.72
	0.39
	0.03
	-7.64
	-1.85

	Shares used in computing earnings (loss) per share

	Basic
	13893
	13465
	12703
	12855
	12959

	Diluted
	14166
	13742
	12779
	12855
	12959





	Consolidated Financial Position

	 
	2020
	2021
	2022
	2023
	2024

	Assets
	 
	 
	 
	 
	 

	Current assets
	 
	 
	 
	 
	 

	Cash and cash equivalents
	57,153
	60,813
	66,740
	42,751
	26,783

	Accounts receivable
	129,433
	129,215
	129,215
	112,596
	114,182

	Contract assets
	9,685
	5,012
	7,996
	4,240
	10,346

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

	Other current assets
	 
	 
	 
	7,325
	9,478

	Income tax receivable
	3,314
	348
	4,130
	3,666
	2,350

	Total current assets
	326,843
	337,146
	338,040
	258,851
	242,494

	Property, plant, and equipment, net
	87,285
	74,647
	62,791
	44,619
	34,207

	Intangible assets
	19,710
	20,169
	24,470
	25,349
	24,038

	Operating lease right-of-use assets
	19,522
	19,847
	21,599
	18,693
	14,322

	Deferred income taxes
	5,564
	7,729
	6,242
	6,787
	6,425

	Other assets
	2,752
	2,347
	1,936
	1,573
	1,868

	Total assets
	510,290
	510,348
	504,163
	355,872
	323,354

	Liabilities and Equity
	 
	 
	 
	 
	 

	Current Liabilities
	 
	 
	 
	 
	 

	Accounts payable
	83,229
	92,707
	71,373
	57,033
	72,031

	Lines of credit
	20,000
	56,000
	88,000
	55,000
	36,960

	Accrued compensation
	28,931
	24,217
	20,904
	20,305
	20,927

	Accrued sales discounts, rebates and royalties
	10,758
	9,286
	6,477
	5,796
	5,204

	Other accrued liabilities
	33,057
	30,840
	24,134
	21,181
	21,008

	Total current liabilities
	179,510
	216,787
	216,473
	161,148
	158,291

	Long term Liabilities
	 
	 
	 
	 
	 

	Operating lease obligations
	13,681
	14,266
	15,027
	12,560
	9,232

	Deferred income taxes
	1,913
	2,394
	2,724
	1,992
	1,931

	Income tax payable
	1,054
	939
	723
	435
	72

	Other long-term liabilities
	539
	13
	810
	817
	723

	Total liabilities
	196,898
	234,399
	235,757
	176,952
	170,249

	Shareholders equity
	 
	 
	 
	 
	 

	Preferred stock
	 
	 
	 
	 
	 

	Common stock
	244
	247
	250
	253
	257

	Paid-in capital
	302,084
	314,094
	326,839
	336,938
	344,697

	Treasury stock
	(295,495)
	(355,159)
	(368,194)
	(369,973)
	(371,930)

	Accumulated other comprehensive income (loss)
	(18,522)
	(13,524)
	(21,187)
	(20,758)
	(28,350)

	Retained earnings
	324,990
	330,291
	330,698
	232,460
	208,431

	Total shareholders' equity
	313,301
	275,949
	268,406
	178,920
	153,105

	Total liabilities and equity
	510,290
	510,348
	504,163
	355,872
	323,354

	Consolidated Cash Flow Statement (Em)

	 
	2020
	2021
	2022
	2023
	2024

	Net income (loss)
	38752
	501
	407
	-98328
	-24029

	Depreciation and amortization
	20409
	21811
	24137
	24203
	22227

	Provision for credit losses
	0
	327
	-1827
	0
	710

	Deferred income taxes
	-1301
	-523
	0
	0
	-5067

	Shares issued for employee benefit plan
	0
	1052
	1199
	1193
	1593

	Employee and director stock‑based compensation
	9122
	9669
	10103
	8800
	6700

	Impairment of goodwill
	0
	0
	949
	194
	448

	Impairment of long‑lived assets
	134
	3338
	2888
	7963
	333

	Accounts receivable and contract assets
	14884
	2007
	12765
	5040
	-12174

	Inventories
	-215
	8143
	913
	514858
	2304

	Prepaid expenses and other assets
	-27719
	-26039
	-9717
	-22435
	-18803

	Accounts payable and accrued liabilities
	4890
	8760
	-28670
	21379
	15733

	Accrued income taxes
	-7
	-2
	14
	179
	823

	Net cash provided by (used for) operating activities
	77352
	26833
	10406
	25190
	14822

	Purchase of term deposit
	0
	0
	0
	-7487
	0

	Redemption of term deposit
	0
	0
	0
	0
	7803

	Acquisition of net assets
	0
	0
	0
	0
	0

	Acquisition of property, plant and equipment
	-16862
	-42546
	-41902
	-61104
	-45728

	Acquisition of intangible assets
	-629
	-4557
	-6749
	-7651
	-835

	Net cash provided by (used for) investing activities
	-17565
	-10747
	-21201
	-113877
	-84825

	Borrowings under lines of credit
	0
	113000
	132000
	113000
	102193

	Repayments on lines of credit
	0
	-113000
	-132000
	-113000
	-102193

	Proceeds from stock option exercised
	0
	2695
	1640
	1713
	52

	Treasury stock purchased
	0
	-256
	-1901
	-1353
	-1779

	Net cash provided by (used for) financing activities
	0
	2439
	263
	20021
	-1727

	Effect of foreign currency exchange-rate changes
	843
	-844
	2444
	-492
	-155

	Net increase (decrease) in cash and equivalents
	-19745
	61670
	5927
	-980
	-28385

	Cash & cash equivalents at beginning
	74302
	57153
	60813
	66040
	42751

	Cash & cash equivalents at end
	57153
	60813
	66040
	42751
	26783




	Ratio Analysis

	

	 
	2024
	2023
	2022
	2021
	2020

	Liquidity Ratios
	 
	 
	 
	 
	 

	Current Ratio (Current Asset/Current Liability)
	1.53
	1.61
	1.56
	1.56
	1.82

	Liquidity Ratio (Current Asset - Inventory/Current Liability)
	1.03
	1.06
	0.91
	0.93
	1.15

	Cash Ratio (Cash & Cash Equivalent/ Current Liability)
	0.17
	0.27
	0.31
	0.28
	0.32

	 
	2024
	2023
	2022
	2021
	2020

	Efficiency Ratio
	 
	 
	 
	 
	 

	Inventory Turnover Ratio (COGS / Average Inventory)
	3.35
	2.83
	2.84
	3.36
	3.64

	Receivables Collection Period (Trade Receivables / Revenue) × 365
	105.54
	97.74
	75.55
	78.40
	76.86

	Payables Payment Period  (Trade Payables / COGS) × 365
	93.60
	64.47
	66.72
	78.95
	69.29

	Asset Turnover (Revenue / Total Assets)
	1.22
	1.18
	1.08
	1.18
	1.20

	 
	 
	 
	 
	 
	 

	Profitability Ratios 
	2024
	2023
	2022
	2021
	2020

	Gross Profit Margin (Gross Profit / Revenue) × 100
	28.87%
	23.20%
	28.06%
	28.76%
	28.67%

	Net Profit Margin (Net Profit / Revenue) × 100
	-6.09%
	-23.36%
	0.07%
	0.88%
	6.28%

	Return on Assets (ROA) (Net Profit / Total Assets) × 100
	-7.43%
	-27.60%
	0.08%
	1.04%
	7.56%

	Return on Equity (ROE) (Net Profit / Shareholders’ Equity) × 100
	-15.69%
	-54.91%
	0.15%
	1.92%
	12.31%

	 
	 
	 
	 
	 
	 

	Gearing Ratios 
	2024
	2023
	2022
	2021
	2020

	Debt-to-Equity (Total Debt/Equity)
	1.11
	0.99
	0.88
	0.85
	0.63

	Interest Coverage [Operating Income (Expense)/ Interest Expense]
	4.55
	19.69
	6.61
	41.08
	26.21

	 
	 
	 
	 
	 
	 

	Investment Ratio 
	2024
	2023
	2022
	2021
	2020

	Earning per share (EPS, £) (Net Profit / Shares)
	-1.85
	-7.64
	0.03
	0.39
	2.78

	
	  
	
	
	
	

	Z-score 
	2.70
	12.05
	6.64
	41.48
	28.98

	Inventory Turnover (In days) (365/Inventory Turnover ratio)
	108.91
	129.12
	128.37
	108.54
	100.26

	Cash Operating Cycle (Receivables Collection Period+Inventory Turnover-Payables Payment Period)
	120.85
	162.40
	137.20
	107.98
	107.83




[bookmark: _Toc213449471]2.0 Altman’s Z-score
	Altman's Z Score

	

	 
	2024
	2023
	2022
	2021
	2020

	Working Capital 
	84,203
	97,703
	121,567
	120,359
	147,333

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

	Retained Earnings
	208,431
	232,460
	330,698
	330,291
	324,990

	EBIT (Operating Income)
	(15,297)
	(85,301)
	14,548 
	23,253 
	37,267 

	Market Value of Equity 
	153,105
	178,920
	268,406
	275,949
	313,301

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

	Total Liabilities 
	170,249
	176,952
	235,757
	234,399
	196,989

	 
	 
	 
	 
	 
	 

	Draft Calculation of Z-score Parameters
	2024
	2023
	2022
	2021
	2020

	X1 (Working Capital/ Total Assets) 
	0.2604
	0.2745
	0.2411
	0.2358
	0.2887

	X2 (Retained Earnings/ Total Assets)
	0.6446
	0.6532
	0.6559
	0.6472
	0.6369

	X3 (EBIT/Total Assets)
	-0.0473
	-0.2397
	0.0289
	0.0456
	0.0730

	X4 (Market Value of Equity/Total Liabilities)
	0.8993
	1.0111
	1.1385
	1.1773
	1.5904

	X5 (Sales/Total Assets)
	1.2212
	1.1815
	1.0765
	1.1788
	1.2046

	Z-score 
	2.98
	2.88
	3.14
	3.28
	3.79



[bookmark: _Toc213449472]3.0 Investment Analysis Calculation
	Capital Budgeting Techniques
	Project-A
	Project-B
	Project-C

	PBP
	3.40
	5
	3.60

	ARR
	7.00%
	0.00%
	10.00%

	NPV (£m)
	1.32
	-7.26
	4.23

	PI
	1.03
	0.76
	1.08

	IRR
	11.33%
	0.00%
	12.72%







[bookmark: _Toc213449473]4.0 Altman’s Z-Score Trends from 2020-2024

[bookmark: _Toc213449474]5.0 Cash Operating Cycle Graph

Z-Score	2020	2021	2022	2023	2024	3.7936473943264608	3.2846571943075475	3.1409413688315011	2.8806674518565631	2.978186115891631	Year
Cash Operating Cycle	2020	2021	2022	2023	2024	107.82880289513614	107.9844962574124	137.20442349477156	162.39653709033968	120.8538666325925	Year
Cash Operating Cycle	2020	2021	2022	2023	2024	107.82880289513614	107.9844962574124	137.20442349477156	162.39653709033968	120.8538666325925	Year
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