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1. [bookmark: _fnde932co3u5]Introduction 
The author commissions the report as a Chief Financial Officer (CFO) of General Electronics, which is a failing global company engaged in the highly competitive consumer electronics industry. The primary goal of the report would be to conduct a detailed evaluation of the company's financial performance over the past five years and to provide financially viable suggestions to stabilise performance and regain lost value in the long run. According to financial statements in the company, the report analyzes the economic fitness of the company, liquidity, capital structure, and investment decisions that supports an evidence-based turnaround approach.
Under financial stress, the CFO's functions are placed under a strategic imperative. Besides the traditional functions of financial reporting and financial control, the CFO has been undertaking essential functions in identifying financial vulnerabilities, controlling liquidity, restructuring capital structure, and matching investment options with organisational recovery missions. Financial leadership plays a key role in ensuring there is a balance between short-term survival and long-term sustainability, particularly in international organisations that have to work in volatile markets, are subject to technological disruption, and experience margin pressure. 
General Electronics is experiencing declining revenues, long-term operating losses, declining cash reserves, and increasing reliance on short-term funding. These are typical problems of macro environmental forces that the consumer electronics industry has experienced, such as intense competition, price wars, high operational costs, and rapid innovation cycles. According to the latest financial statement, the company faces more financial risk and requires a radical financial intervention (Ge.com, 2025).
The areas of scope in this report are four. The initial measure is to conduct an adequate financial health check using ratio analysis and the corporate failure prediction model. Second, the firm's working capital management is also evaluated, and liquidity should be improved. Third, it is proposed to reorganise the strategic finance plan tconsidersount international and ethical factors. And finally, a capital budgeting analysis involves comparing competing investment projects under capital rationing assumptions. Through these analyses put together will give a viable and financially viable turnaround plan to General Electronics.
[bookmark: _g89l25a86cn8]2. Financial Health Check
[bookmark: _7i9cq05apbh1]2.1 Overview of Financial Performance (2020–2024)
Although the company recorded excellent revenue and earnings during the period, previous years have been characterised by declines in sales, increases in costs, and net losses, which have been repeated in subsequent years (Hermawan and Noveria, 2025).
Seasonally, net sales peaked in 2020 at 614,680m and fell steadily to 394,879m in 2024, according to the income statement. It is an increase or decrease of over 35 per cent in revenue, and it amounts to a massive loss of market share or power in the consumer electronics market. Cost of sales also declined, although the price decline was insufficient to cushion margins. The gross profit was also quite volatile, falling in 2020 to 176,256m and in 2024 to 113,994m, respectively. More importantly, operating expenses continued to rise and exceeded gross profit in 2023 and 2024, resulting in operating losses of £85,301m and £15,297m, respectively. Therefore, the net income has turned negative over the past two years, as the company suffered losses of 98.238m and 24.029m in 2023 and 2024, respectively.
The financial position is also deteriorating on the balance sheet. The total assets also declined between 2020 (£510,290m) and 2024 (323,354m), due to declines in inventories, property, plant, and equipment, and cash balances. There was a substantial fall in shareholders' equity due to cumulative losses and share repurchases, reducing it to 313,301 m in the year ended and 153,105m in the year end. Despite a decrease in total liabilities, the company was making every effort to stay under heavy short-term obligations, particularly lines of credit, indicating that it is in continuous liquidity strains.
The cash flow patterns also support these problems. Although operating cash flows were positive in most years, they declined sharply in 2020 relative to 2024, when they were 73,392m. This decline in cash generation and further investment expenditures and net financing outflows resulted in a consistent cash drainage. The rest of the financial statements reflect that it is a company that is expanding out of a financially stable position into a financially more vulnerable one (Yousef, 2024).

[bookmark: _dgxoglne9mjk]2.2 Profitability Ratio Analysis
 The ratio analysis of profitability is a comparison of the overall performance of a company against its competition (Rashid, 2021). Profitability ratios determine the earning potential of General Electronics in terms of sales, assets and equity of shareholders. Compared to 2020 and 2024, it can be assessed that these ratios reflect a trend of a decrease in profitability, which is steadily and significantly declining, which indicates structural cost inefficiencies, declining revenues, and diminishing returns to investors.
[bookmark: _nqv1nne9mttd]2.2.1 Gross Profit Margin
Formula:

Calculation:
· 2020:

· 2024:

The gross profit margin seems quite stable on a general basis but not when reviewed on a case by case basis. The margin remained kept very near at 29, but the absolute gross profit reduced much because of a huge reduction in revenues. This shows that the company has not realized unit level profitability or economies of scale. The stable margin shows that the power of prices is low, and pressures on costs continue to be present in the production, which is a common problem in the highly competitive consumer electronics (Weber and Wasner, 2023).
[bookmark: _dtc2pw95rf4t]2.2.2 Operating Profit Margin
Formula:

Calculation:
· 2020:

· 2024:


The operating margin worsened considerably during the period under review, as the positive field changed its position, moving from 6.1 in 2020 to a negative field in 2023 and 2024. This kind of downsizing indicates an inability to meet operational expenses as revenues continue to decline. The adverse effect of low sales has been augmented by high fixed operating costs, such as administrative and restructuring costs (Bansal, 2024).
[bookmark: _gqy40nehcb4k]2.2.3 Net Profit Margin
Formula:

Calculation:
· 2020:

· 2024:

The same trend was followed on the net profit margin as the operating profitability reduced. The company also reported net losses in the last two years 2020, however, it has shown a good net margin. It is a weakness that implies not only inefficiency in the functioning of the company but also the cost of financing, impossibility, and inflexibility of operating non-operating costs (Barus and Mita, 2025). The company's current operations demonstrate an unsustainable earnings model, as it has consistently negative net margins.
[bookmark: _dvbk5vx1gf0q]2.2.4 Return on Assets (ROA)
Formula:

Calculation:
· 2020:

· 2024:

The time frame experienced a significant decline in return on assets, with a strong positive return in 2020. As a result, ROA will be negative in 2024. This trend indicates that General Electronics is not maximising its asset base to generate returns. This has been aggravated by asset write-downs, reduced capacity utilisation, and declining sales volumes, which could mean it is over-invested in its current revenue-generating capacity.
[bookmark: _evtmno181wcv]2.2.5 Return on Equity (ROE)
Formula:

Calculation:
· 2020:

· 2024:

Return on equity had suffered the most from the deterioration in profitability measures. The falling turnover also shows that, in addition to waning profits, the share base has been dwindling due to losses incurred and share buybacks (Kasee, 2023).
[bookmark: _lfjy91mrvgwe]2.3 Liquidity Ratio Analysis 
The liquidity ratios will be applied to determine how General Electronics will pay its short term obligations as they become due. The liquidity analysis plays a crucial role in the long-term evaluation of a firm's financial capacity and solvency, especially when profitability and cash balances are declining (Hasidi et al., 2024). The following study explains the current ratio, quick ratio and cash ratio of 2020-2024.
[bookmark: _bi1qr8jao589]2.3.1 Current Ratio
Formula:

Calculations:
· 2020:

· 2023:

· 2024:

[bookmark: _scx5bwavj94x]
The current ratio has been on a downward trend over the last five years, indicating a steady erosion of the company's short-term financial buffer. The ratio is higher than 1, indicating that current assets exceed current liabilities. The decline suggests an increasing working capital burden. Such a low liquidity buffer position in a precarious consumer electronics setting puts the firm at risk of liquidity shocks, especially when receivables collection is poor or liquidity in inventories is low.
2.3.2 Quick Ratio (Acid-Test Ratio)
Formula:

Calculations:
· 2020:

· 2023:

· 2024:

The low pace of the cohesiveness consolidation is an indicator that General electronics is becoming more and more dependent on day-to-day receivables collection and short-term financing to cover bills. This dependency indicates the liquidity risk because it reduces the financial flexibility of the firm because it is reporting reduced revenues.
[bookmark: _yn894zc1tu2s]2.3.3 Cash Ratio
Formula:

Calculations:
· 2020:

· 2023:

· 2024:

[bookmark: _xeebsrr3eoil]The cash ratio was deteriorating, meaning that cash reserves were declining. The current liabilities in 2024; thus, the current liabilities to cash in hand ratio was just 17, indicating that it was highly dependent on external credit facilities and maintained cash flow. This puts the company at risk of refinancing and makes it more susceptible to tightening of credit.
The overall liquidity ratios show that the short-term financial position is deteriorating. The adverse trend in the liquidity measures indicates economic weakness, although General Electric is not acutely illiquid. 
2.4 Analysis of efficiency (Activity) Ratio.
The efficiency ratios determine the effectiveness of General Electronics in using its assets and in controlling the main aspects of working capital, such as inventory, receivables, payables, and total assets (Kanana, 2024). These ratios indicate a fluctuating picture, but, overall, they suggest that operational efficiency declined between 2020 and 2024.
[bookmark: _vaozgnra3maj]2.4.1 Inventory Turnover
Formula:

Calculation 
· 2020:

· 2024:

The inventory turnover was also noted to increase in the later years when the inventory balances decreased greatly. The high turnover in this case is typically positively related to better inventory management, but the higher turnover opportunity by reduced demand and consequently low inventory is intentional instead of an actual increase in efficiency. 
[bookmark: _ba4hd3h7edu2]2.4.2 Receivables Turnover
Formula:

Calculation:
· 2020:

· 2024:

Over the period, the receivables turnover went down meaning that there is low rate of customers paying. The receivables are dropping in absolute terms though not as much as the sales. This is an indication that efficiency of controlling credit has been watered down and this puts additional strain on the cash flows at a period where liquidity is already limited.
[bookmark: _ds0r4z9612vm]2.4.3 Payables Turnover
Formula:

Calculation:
· 2020:

· 2024:

[bookmark: _jbormpz8ek4v]The turnover of the payments also declined considerably, and this is an indication that the company is withholding payments from the customers. This plan can offer liquidity advantages in the short term. Nevertheless, in the long term, it will lead to a decrease in supplier relationships, bargaining power, and the business's sensitivity to supply chain risks, especially in an industry where timely component availability is a significant concern.
2.4.4 Asset Turnover
Formula:

Calculation:
· 2020:

· 2024:


It can be assumed that asset turnover is generally stable; however, it masks an already declining operational efficiency. The ratio has been supported by using disposals and impairments, and the ability to generate revenue has been compromised. This means it does not make good use of the remaining assets relative to its increasing productivity.
[bookmark: _q5swryvtsr65]2.5 Solvency and Gearing Analysis.
The financial stability of General Electronics and the long-run financial risk based on the capital structure are determined by the gearing and solvency ratios.
[bookmark: _nbo6av9h6cnh]2.5.1 Debt-to-Equity Ratio
Formula:

Calculation:
· 2020:

· 2024:

Its debt-to-equity ratio increased significantly over the period, primarily due to the sharp decline in equity rather than an increase in debt. The transition implies high financial leverage and increased risk for equity holders. A high leverage ratio suggests that creditors are now the primary funders, rather than shareholders, and therefore the company is not financially sustainable.
[bookmark: _kgnyg4eow8m8]2.5.2 Interest Coverage Ratio
Formula:

Calculation:
· 2020:

· 2024:

Interest coverage has been highly negative in recent years due to operating losses. It means that operating profits are no longer used to pay interest, which is a severe risk to debt sustainability and long-run refinancing risk.
[bookmark: _vwsnrfhpr3zh]2.5.3 Long-Term Solvency Position
To a greater extent, the firm's balance sheet has been weakened by declining equity, frequent net losses, and asset depreciation. 
[bookmark: _gu8jmpats8cc]2.6 Investment and Market Ratios.
[bookmark: _o3594fdazmfi]2.6.1 Earnings per Share (EPS)
Formula:

Calculation:
· 2020:

· 2023:

· 2024:

The turnover of payments also declined considerably, indicating that the company is withholding payments from customers. This plan can offer liquidity advantages in the short term. Nevertheless, in the long term, it will lead to a decrease in supplier relationships, bargaining power, and the business's sensitivity to supply chain risks, especially in an industry where timely component availability is a significant concern.
[bookmark: _icgpo8eda4]2.7 Cash Flow Ratio Analysis
The ratios of cash flows provide a more critical view of financial health than accounting profits (Sunmola, 2021).
[bookmark: _m9xxaovnlaz9]2.7.1 Operating Cash Flow Ratio
Formula:

Calculation:
· 2020:

· 2024:

Its high fall shows that it has low ability to settle the short-term liabilities using internally generated cash.
[bookmark: _14qcgi8q65u2]2.7.2 Cash Flow Adequacy Ratio
Formula:

Interpretation:
Although the operating cash flows were not negative, they could not support investment and financing requirements, necessitating external financing.
[bookmark: _mlmhzlwhoytx]2.7.3 Quality of Earnings
The difference between positive operating cash flows and current accounting losses indicates a decline in the quality of earnings. The excessive use of cash in non-cash accruals and working capital adjustments casts doubt on the sustainability of cash generation.
[bookmark: _11b66b98rhpo]2.8 Risk Analysis of the Corporate Failure.
The model of default risk calculation is called the Altman Z-Score (Ibrahem, 2021). The declined profitability, aggravated liquidity, decreased retained earnings, and decrease in the value of assets suggest that General Electronics has been in distress zone in the last few years. This type of classification is a strong indication that there is a high probability of them failing in their financial operations unless they put in place the corrective measures.
[bookmark: _8ubmn3n2kl5c]2.9 Financial Strengths and Weaknesses Resumé.
The strengths include high operating cash generation in the past and reduced excess inventory (Mweshi, 2022). However, such are tainted by acute weaknesses, including declines in revenue, operating losses, deterioration in liquidity, increased leverage, declining returns to shareholders, and heightened default risks. The lack of radical reorganisation of its financial structure and strategic reiteration poses a threat to the firm's long-term sustainability in its current direction (Zreik, 2023).
[bookmark: _60cmz42vqsvd]3. Working Capital Management Analysis
The management of working capital is a critical aspect for financially challenged firms, as liquidity, continued existence, and immediate solvency directly depend on it (Yenni et al., 2021). The declining profitability and worsening cash balances in the Generex Electronics case make the efficient management of current assets and liabilities more critical. 
[bookmark: _ss4eqx56nkod]3.1 Existing Working Capital Position Review.
The working capital structure of General Electronics has been poor during the period 2020-2024, as shown by declining current assets and ever-growing short-term liabilities. Instead of an increase in 2020 (326,843m) to 2024 (242,494m), this figure decreased in current assets due to cash and cash equivalents, inventories, and receivables. The reduction in cash balances was sharp, indicating that short-term liquidity is tighter and external funding is more needed.
The total current liabilities were reduced to 158,291 m in 2024, compared with 179,510 m in 2020, in the liabilities section. Although this decrease can be described as good, it has not been equal to the reduction of current assets. The use of lines of credit, however, continues to account for a large share of current liabilities, and short-term borrowing continues to keep operations afloat.
The net working capital in 2020 is 147,333m as compared to 84,203m (2024). This fall in the trend is a sign of reduced liquidity buffer and decreased ability to absorb operational shocks. Even though the net working capital is positive, its minor decline shows that it becomes more vulnerable to the disruptions in cash flows or unanticipated spending.
3.2 Cash Operating Cycle Analysis.
The cash operating cycle refers to the period required to convert investment in inventory and receivables into cash, while accounting for payment deferrals to suppliers. Lengthening the cycle also puts more liquidity pressure on the system than a short cycle, which makes cash efficiency respond more to the lengthening cycle (Ruguru, 2023).

Inventory days are calculated as:

· 2020:

· 2024:

The inventory days had been relatively stable with a minor increase in 2024. This contraction of inventories has reduced them in constant terms, but the decrease in sales has offset the improvements in inventory efficiency.
The calculation of receivables days is:


· 2020:

· 2024:

There was an increase in the number of days outstanding, indicating low customer payment. This puts additional strain on cash flows and implies low effectiveness in credit management.
The calculation of payables days is:

· 2020:

· 2024:

The growth in payables indicates that General Electronics is using a long payment period for suppliers, a policy likely adopted to manage liquidity.
The cash conversion cycle (CCC) is computed in the form of:


· 2020:

· 2024:


[bookmark: _3isgmpqw4nce]The increase in cash conversion cycle is an indicator of low working capital productivity and high cash in operation.
3.3 Liquidity Risk Assessment
General Electronics has been witnessing unfavourable operating cash flows and an increase in dependence on short-term credit facilities. The operating cash flow in 2024 is lower than in 2020, at 14,822m, whereas the company's liquidity in 2020 was 73,392m.
However, increased reliance on credit also subjects the firm to refinancing risks and interest rate risks, especially during the tightening of credit conditions. Any credit access violation would affect staff and supplier payments and the firm's ability to pay debts, making the firm's operations unstable.
The working capital plans in this case are to enhance the working capital, increase profits and cut costs. General Electronics will need to implement specific capital reforms to improve liquidity and reduce risk. Demand-based forecasting, improved inventory control, and liaising with suppliers to reduce excess inventory without affecting production continuity are the primary strategies for managing inventory. Where possible, the use of just-in-time would be introduced to reduce inventory and holding time.
The management strategies adopted on receivables are supposed to be oriented towards higher standards of credit evaluation and shorter payment terms. The immediate cash receipts may be expedited by offering discounts for immediate payments and taking opportunities presented by the electronic invoicing software.
3.4. Short and Long-term Financing.
Short-term, flexible financing, which provides immediate liquidity, is offered through trade credit, bank overdrafts, and revolving credit lines. Nevertheless, overreliance on these tools will increase refinancing risk and subject the company to interest rate risk (Li, 2024). This is unlike long-term financing solutions, which are more stable, such as term loans or equity injections, and do not leave a massive burden of short-term repayments. However, the expense associated with long-term debt is higher, and its interest payments are more in line with a firm's assets. Equity financing is dilutive, but it may be more suitable, given that the company is weaker on its feet and its goal is to rebuild its balance sheet (Wraith, 2022).
The selective long-term financing would be coupled with a tight working capital policy to strengthen liquidity resilience and contribute to the firm's general turnaround strategy.
4. Strategic Financial Restructuring Plan
General Electronics needs to go through strategic financial reorganisation to stabilise their financial status, restore stakeholder confidence and provide a platform to recover in long-term. The current economic performance of the company shows that this will not be realised through incremental gains of its operations. Rather, it should have a well-integrated re-structuring strategy in terms of capital structure, asset allocation and strategic positioning.
4.1 Visa Financial restructuring.
Troubled Asset Relationship Measures.
General Electronics is in dire financial distress and there are a few financial cues that demonstrate the same. Further profitability destabilisation and dilution of retained earnings are caused by the continued operation and net losses in 2023 and 2024 (Sutton, 2025). Liquidity ratios have also decreased and this has been in the form of a reduction in cash balances and reduced dependence on short-term credit facilities. The company has very good operating cash flows, which have increased tremendously and cannot be depended on to fund investment, debt service and working capital anymore.
In addition, the gearing has risen because shareholder equity has decreased at a higher rate than total liabilities, and consequently, the debt-to-equity ratio is elevated. The interest paid has been negative in the past few years, which means the operating profits are no longer able to cover the interest. The Altman Z-Score places the company in the financial distress zone, indicating a high probability of default unless corrective measures are taken. All these indicators confirm that General Electronics is at a higher solvency risk and needs to be restructured in a financially aggressive manner (Elewa, 2022).
Strategic Justification
The consumer electronics business has been strategically defined by rapid technological change, intense international competition, and low margins (Ye and Lau, 2022). The declining revenue of General Electric indicates that it is not competitive within its current cost structure and asset portfolio. The reorganisation of finances is thus not only a defensive activity in frustrating but also an offensive activity in putting the company back on track with its resources and strategic priorities (Heron and Markelevich, 2023). 
[bookmark: _pr9nf7jm7xjz]4.2. The restructuring options evaluation 
Asset Divestiture
One alternative General Electronics can utilise to reposition itself is asset divestiture. The company has a significant asset base, including property, plant, and equipment and intangible assets, some of which are non-core or underutilised. The disposal of non-strategic assets can also generate cash flows, eliminate depreciation and maintenance costs, and increase liquidity (Lugacheva, 2021).
However, the divestiture of assets should be done carefully. Dissipating productive assets when financial distress is actualised may result in value destruction by selling them below their intrinsic value. Divestiture should therefore be intense for non-core or low-return assets that do not directly contribute to the firm's competitive advantage (Lee, 2021). 
Equity Injection
The strategic equity investment/rights issue would also significantly improve the firm's solvency. This would increase shareholders' equity; therefore, the leverage ratios would improve, and reliance on debt financing would be minimised (Kuchyn, 2025). There would also be an increased ability of the firm to absorb losses during the turnaround, in the case of equity financing, and to make investments in strategic initiatives. A significant demerit of an equity injection is that the injecting stock dilutes the ownership and earnings per share. The firm's negative profitability may also be a reason for low investor appetite unless a believable turnaround plan accompanies the equity issue (Shem and Mupa, 2024). 
Debt Restructuring
Debt restructuring is another possibility. This may take the form of renegotiation of repayment schedules, extending maturity, reducing interest, or converting a dollar of debt into equity.  Debt restructuring may provide the company with immediate relief from a debt crunch (Harmon, 2024). Still, it is likely to subject it to a complex negotiation process with creditors and may leave it with a poor credit profile. Otherwise, restructuring transactions may trigger restrictive covenants that limit managers' flexibility. Despite these, debt restructuring is highly applicable to General Electronics due to its declining debt servicing capacity and high reliance on short-term credit facilities (Potharla, 2025).
Merger or Strategic Partnerships.
Mergers or strategic alliances are more advantageous for long-term restructuring, as they enable resource sharing, cost-cutting, and access to new technologies or markets. Partnering with a larger industry player could be more efficient for the supply chain, reduce operational costs, and improve competitive positioning (Jerab and Mabrouk, 2023).
However, there are also risks of integration, cultural problems, and even the loss of strategic independence in mergers and alliances. Mergers may require initial restructuring costs and may not offer liquidity benefits in the short run. Strategic partnerships and inclusion as part of a broader turnaround strategy should therefore be complementary to, rather than complementary of, financial restructuring efforts (Imhanzenobe, 2021).
[bookmark: _5cqt6zc0hu8w]4.3 Impact on Shareholder Value
The implications of the decisions made in financial restructuring are enormous for shareholder value. Assets determined to be for sale can be valuable if the proceeds are used to reduce debt or to pursue higher-yield investment opportunities. However, poorly timed divestitures can lead to value destruction by selling assets at distressed prices (Gatto, 2024).
The addition of equity will improve stability but dilute existing shareholders' holdings. The short-term effects of dilution include a decrease in earnings per share and market value, particularly when a quick recovery in profitability is not achieved. Nonetheless, shareholder value can ultimately be boosted in the long run if equity financing helps the company survive and become profitable again (Burkart and Zhong, 2023). Shareholder value can also be preserved through debt restructuring, thereby avoiding the costs of insolvency and financial distress. However, poor shareholders can be diluted if restructuring is carried out through debt-to-equity conversion (Madaus, 2021). 
[bookmark: _dzheqa8k1c0a]4.4 Capital Structure and Financial Flexibility Implications
The reorganising operations will significantly affect General Electronics' capital structure and financial commitments. Debt reduction can be achieved through divestitures or equity financing, thereby reducing leverage and increasing the firm's ability to service the remaining debt. An improved interest coverage would reduce the risk of default and raise creditworthiness (Dangl and Zechner, 2021). The drawback of an unbalanced capital structure is a lower weighted-average cost of capital for the firm, as it reduces financial risk premiums. Unlike debt, which is usually cheap to raise, equity financing is costly; as a result, excessive leverage has contributed to the firm's risk profile. Middle-level equity growth can therefore lower total capital costs by increasing investor confidence (Majka, 2024). The increased financial flexibility would help management be more receptive to market changes, select a few markets to invest in, and endure economic imbalances. This dynamism is crucial for a firm operating in a competitive yet dynamic industry worldwide (Yunica and Rokhim, 2023).
[bookmark: _6ay39aqokc01]4.5 International and Ethical issues.
Currency Risk Exposure
General Electronics is an international organisation, and this is susceptible to foreign exchange risk when selling, sourcing, and financing with other nations around the world. When making financial restructuring decisions such as debt refinancing and asset divestitures, the impact of currency volatility on cash flows and reported earnings should be considered. Such risks can be mitigated through currency hedging and financing (Lee, 2021).
Inflationary Pressures
The international inflationary force influences the prices of inputs, labour and finance. The restructuring plans should consider the increase in interest rates and inflation costs, especially in debt renegotiations or long-term funding (Eichengreen and Esteves, 2022).
Taxation Issues
The reorganisation of transactions may have many taxation consequences, such as capital gains tax on the sale of assets and the consideration of interests. There is a need to make sure that tax planning adheres to international taxation and maximises cash flow after taxes (Simon, 2023).
Corporate Social Responsibility Factors.
The key to responsible restructuring is addressing ethical issues. Poor social implications include selling assets, reducing the workforce, and cutting costs (Igwe, 2023). General Electronics, being a multinational corporation, has the obligation to strike a balance between money and ensuring that the employees, their suppliers, and the communities receive fair treatment. Communication and the ethical code of business conduct are the most critical issues to enforce to keep stakeholders loyal to the restructuring process.
[bookmark: _u54fs78ty7j9]5. Investment Appraisal and Capital Budgeting
The investment appraisal is a critical component of General Electronics' turnaround strategy, as capital is scarce and must be allocated to projects that deliver the most outstanding value while managing risk. In this section, three of the proposed projects will be evaluated using different capital budgeting techniques, and a decision on capital rationing will be made with a 60 million investment constraint.
[bookmark: _4kqythfnnxe8]5.1 Abstracting of Proposed Investment Projects.
a) Project A shall have start-up capital of 40 million pounds and will result in a reduction in cash flows after five years (10m, 12m, 14m, 10m, 8m). The project is cash-payable in the early stages but has low long-run growth.
b) Project B is a UK-based project with a primary investment of 30 million pounds and a fixed cash flow of 6 million pounds over five years. The opportunity is not a high-risk venture, and the payoffs are average.
c) The investment in project C is the greatest (£50 million) and, equally, provides backloaded but far larger cash inflows (£5m, £10m, £20m, £25m, £15m). It is both a growth-based project and dangerous due to its low cash generation rate.
The discharge of all projects is evaluated at a 10% discount rate and straight-line depreciation to zero.
[bookmark: _s7op55ecoqbx]5.2 Payback Period (PBP) Analysis
The payback period is the number of years required to recover the initial investment from cash inflows.
•	Project A: The cumulative Years 3-4 inflows exceed those of Years 3-4, which are over £40m.
Payback ≈ 3.3 years
•	Project B: The cumulative inflows at the end of the fifth year stand at £30m.
Payback = 5.0 years
•	Project C: The cumulative inflows for Years 4 to 5 exceed £50m.
Payback ≈ 4.0 years
Interpretation:
The payback period of project A is the greatest, and it is attractive given General Electronics' liquidity constraints. Payback, however, does not consider profitability beyond recovery and the time value of money.
[bookmark: _71agkgup0vou]5.3 Accounting rate of return (ARR) Analysis.
ARR is an average accounting profit measure that is used in relation to average investment.

Formula:

Average investment = Initial investment ÷ 2.
· Project A:
Total inflows = £54m → Profit = £14m
Average profit = £2.8m
ARR = (2.8 ÷ 20) × 100 = 14%
· Project B:
Total inflows = £30m → Profit = £0m
ARR = 0%
· Project C:
Total inflows = £75m → Profit = £25m
Average profit = £5m
ARR = (5 ÷ 25) × 100 = 20%
Interpretation:
Project C will offer the highest ARR, and Project B will not offer any accounting returns, thereby limiting its use.
[bookmark: _5w3o8g4msba0]5.4 Net Present Value (NPV) Analysis.
NPV is an indicator of value added that discounts future cash flows at 10%.
ProjectA:
PV of inflows ≈ £40.98m
NPV = +£0.98m
· Project B:
PV of inflows ≈ £22.74m
NPV = –£7.26m
· Project C:
PV of inflows ≈ £52.04m
NPV = +£2.04m
Interpretation:
Projects A and C create value for shareholders, and Project B destroys value and should be eliminated.
[bookmark: _6nrn9b4gtfam]5.5 Profitability Index (PI) Analysis
Formula:

· Project A: 40.98 ÷ 40 = 1.02
· Project B: 22.74 ÷ 30 = 0.76
· Project C: 52.04 ÷ 50 = 1.04
Interpretation:
Project C is the capital-efficient project, followed by Project A. Project B is not capital-efficient under capital rationing.
[bookmark: _z2x3k3rtp54x]5.6 Internal rate of return (IRR) Analysis.
The discount rate at which NPV equals zero is called the IRR.
•	Project A: IRR ≈ 11%
•	Project B: IRR ≈ 5%
•	Project C: IRR ≈ 12%
Interpretation:
Project A and C will meet the 10% hurdle rate, and Project B fails to meet the minimum number of returns.
[bookmark: _o8n6lhm4toeo]5.7 Capital Rationing Decision
General Electronics is also restricted in terms of investment, with a limit of 60 million pounds, which means it cannot invest in any project.
•	Projects A + B = £70m (not feasible)
•	Projects B + C = £80m (not feasible)
•	Projects A + C = £90m (not feasible)
Project C (single, 50m) is the only possible option for value creation.
Decision:
Project C will be selected because it yields the highest NPV and PI and falls within the capital constraint.
[bookmark: _cdb2k7mzu0sf]5.8 Risk Factors and Financial Suitability.
The risk of project C is higher due to delayed cash flows, which increase the risk of forecasting errors. However, its value-creation excellence aligns with the firm's strategic need to return to profitability. Liquidity risk can be addressed by better managing working capital, as restructuring is carried out in accordance with the above recommendation. Project C is also strategic for long-term growth and operational renewal and thus aligns with the firm's turnaround targets.
[bookmark: _5m9wg3ndpsye]6. Conclusion
The financial performance analysis of General Electronics shows that the corporation is experiencing high economic pressure, which manifests itself in the lowering of revenues, increasing losses, deteriorating liquidity, and increasing solvency risk. Based on the ratio and cash flow analyses, the firm's current operating and economic structure cannot sustain any further without a drastic step.
The turnaround priorities identified in this report are tight management of working capital, selective financial restructuring, and inflexible capital allocation. The stated measures included asset divestment, equity strengthening, and debt restructuring because they sought to regain economic strength without violating ethical and international obligations.
The capital rationing used to evaluate the investment established that Project C will generate enough shareholder value and it can still operate within financial limits. Project C has a higher risk profile, making it the most strategic and financially fit to rebound in the long-term, rather than survive in the short-term. Restoring the firm as a CFO would involve balancing liquidity and value creation. The suggested restructuring and strict investment choices will enable General Electronics to normalise its financial position, reestablish stakeholder trust, and build a platform for sustainable growth in a highly competitive global market.
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[bookmark: _fioxkasqblod]Appendices
[bookmark: _rs2w4m86ic6k]Appendix A: Detailed Ratio Tables
Table A1: Profitability Ratios (2020–2024)
	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Gross Profit Margin
	Gross Profit ÷ Net Sales
	28.7%
	28.8%
	28.1%
	23.2%
	28.9%

	Operating Margin
	Operating Income ÷ Net Sales
	6.1%
	3.9%
	2.7%
	–20.3%
	–3.9%

	Net Profit Margin
	Net Income ÷ Net Sales
	6.3%
	0.9%
	0.1%
	–23.4%
	–6.1%

	Return on Assets (ROA)
	Net Income ÷ Total Assets
	7.6%
	1.0%
	0.1%
	–27.6%
	–7.4%

	Return on Equity (ROE)
	Net Income ÷ Equity
	12.3%
	1.9%
	0.1%
	–54.9%
	–15.7%



Table A2: Liquidity Ratios
	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Current Ratio
	CA ÷ CL
	1.82
	1.56
	1.56
	1.61
	1.53

	Quick Ratio
	(CA − Inventory) ÷ CL
	1.15
	0.93
	0.91
	1.06
	1.03

	Cash Ratio
	Cash ÷ CL
	0.32
	0.28
	0.31
	0.27
	0.17



Table A3: Efficiency Ratios
	Ratio
	Formula
	2020
	2024

	Inventory Turnover
	Cost of Sales ÷ Inventory
	3.64
	3.54

	Receivables Turnover
	Sales ÷ Receivables
	4.75
	3.46

	Payables Turnover
	Cost of Sales ÷ Payables
	5.27
	3.90

	Asset Turnover
	Sales ÷ Total Assets
	1.20
	1.22



Table A4: Gearing & Solvency Ratios
	Ratio
	Formula
	2020
	2024

	Debt-to-Equity
	Total Liabilities ÷ Equity
	0.63
	1.11

	Interest Coverage
	Operating Income ÷ Interest
	26.2×
	–4.6×



[bookmark: _f2fiz23uoxym]Appendix B: Ratio Trend Graphs





Appendix C: Altman Z-Score Calculations
The Altman Z-Score assesses bankruptcy risk using the following model:

Where:
· = Working Capital ÷ Total Assets
· = Retained Earnings ÷ Total Assets
· = EBIT ÷ Total Assets
· = Equity ÷ Total Liabilities
· = Sales ÷ Total Assets

	Component
	Calculation
	Result

	X₁
	(242,494 − 158,291) ÷ 323,354
	0.26

	X₂
	208,431 ÷ 323,354
	0.64

	X₃
	–15,297 ÷ 323,354
	–0.05

	X₄
	153,105 ÷ 170,249
	0.90

	X₅
	394,879 ÷ 323,354
	1.22


[bookmark: _lh05t7mbi1q0]Appendix D: Investment Appraisal Calculations (Excel Outputs)
Table D1: Net Present Value (10% discount rate)
	Project
	Initial (£m)
	PV of Inflows (£m)
	NPV (£m)

	A
	40
	40.98
	+0.98

	B
	30
	22.74
	–7.26

	C
	50
	52.04
	+2.04



Table D2: Payback Period
	Project
	Payback Period

	A
	3.3 years

	B
	5.0 years

	C
	4.0 years



Table D3: ARR & IRR
	Project
	ARR
	IRR

	A
	14%
	11%

	B
	0%
	5%

	C
	20%
	12%



Capital Rationing Constraint: £60 million
Selected Project: Project C
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