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[bookmark: _Toc210822718]Introduction 
The report has been produced in relation to the Strategic CFO Challenge, specifically context of being the Chief Financial Officer of General Electronics, a consumer electronics firm that is currently in serious financial distress. The report seeks to assess the firm's financial position and offer a feasible alternative to turn around its financial situation. The goal of the report is to demonstrate analytical and strategic financial decision-making by appraising financial statements, working capital management, restructuring, and investments.
The report has been drawn up into four sections. The first section identifies the firm's financial health over five years by using ratio analysis and predictive corporate failure models. The second section assesses the efficiency of working capital management, as well as suggests improvements for liquidity. The third section introduces a financially sustainable restructuring plan that incorporates global and ethical considerations. The last section considers investment appraisal using PBP, ARR, NPV, PI and IRR based on three proposals and selecting the most financially sustainable project under capital rationing. The report follows with recommendations for strategies to ensure sustainable recovery and growth.


[bookmark: _Toc210822719]Financial Health Analysis
Financial analysis allows an organisation to determine performance, profitability, liquidity, and long-term viability, which support strategic decision-making, investor confidence, and resource allocation (Jain, 2024). Ratio analysis also provides insight into operational efficiency on a cash basis and financial structure. The Z-Score model helps establish the likelihood of financial distress, which helps managers assess insolvency risk and develop preventative recovery or investment strategies (Altman, 2018). The following ratios and the Z-score model are performed in this section to analyse the financial health of General Electronics.
[bookmark: _Toc210822720]Profitability Ratios
Profitability ratios indicate a company’s ability to generate profit relative to sales, assets and equity, indicating general efficiency and financial performance (Rashid, 2021). By looking at profitability ratios, stakeholders can obtain information on management effectiveness and an indication of the long-term sustainability of the firm. 

Figure 1: Profitability Ratios
(Source: By Author)
The table above indicates that General Electronics' profitability ratios indicate strong fluctuations. Gross profit ratio increased to 28.9% in 2024, while negative operating (-3.87%) and negative net margin (-6.09%) ratios indicated operational inefficiencies and operating losses. A sharp decline in 2023 is indicative of poor management of costs and reduced demand of the firm's products. There is modest improvement in profitability in 2024, but profitability remains less than in 2020, indicative of continued underlying structural and competitive issues affecting margins and the overall stability of the firm.
[bookmark: _Toc210822721]Liquidity Ratios
Liquidity ratios assess a company's capacity to fulfil short-term liabilities with its current assets and show its financial flexibility and operational sustainability (CFI, 2025). They serve as essential indicators of solvency and financial risk management. 

Figure 2: Liquidity Ratios
(Source: By Author)
Figure 2 represents the weakening liquidity of General Electronics over time. The current ratio dropped from 1.821 in 2020 to 1.532 in 2024, indicating tighter working capital. The acid-test ratio decreased from 1.150 to 1.031, highlighting declining liquidity to satisfy immediate payments. The cash ratio significantly fell to 0.169 in 2024, demonstrating an increasing reliance on receivables and inventories in making payments. In summary, the liquidity of the firm has been negatively affected and represents increasing vulnerability to short-term financial distress.
[bookmark: _Toc210822722]Gearing Ratios
Gearing ratios evaluate financial leverage and long-term solvency (Bajaj Finserv, 2025). Debt-to-equity and debt ratios show a company's reliance on borrowed funds and indicate financial risk, financial stability, and the firm's ability to meet long-term obligations (Omodara, 2023).

Figure 3: Gearing Ratios
(Source: By Author)
Figure 3 represents the over-dependency of General Electronics on debt across the financial years. The Debt-to-equity ratio increased from financial year 2020 (0.056) to 2023 (0.072), indicating dependency of company's more on debt financing. However, it slightly declined in the financial year 2024. On the other hand, the debt ratio also indicates that the proportion of the company's assets financed by debt has been consistently rising over this period. This indicates that the company's reliance on debt to fund its assets has been steadily rising over the past five years.
[bookmark: _Toc210822723]Efficiency Ratios
Efficiency ratios evaluate how effectively a company utilises its liabilities and assets to produce sales and profits (CFI, 2025). Efficiency ratios measure operational performance to help inform management decisions and highlight potential costs and process efficiencies.

Figure 4: Efficiency Ratios
(Source: By Author)
Between the years 2020 and 2024, days of receivable turnover increased from 77 days to 106 days, indicating a slower collection from customers. Days of payables turnover increased from 69 days to 94 days, indicating later payment of supplier payments, and inventory turnover improved from 131 days in 2022 to 103 days in 2024, indicating improved control of inventory. Although inventory turnover decreased and the payment of payables was later, increases in receivable days put extra pressure on cash flow. General Electric should tighten its credit policies and improve its collection times.
[bookmark: _Toc210822724]Investment Ratios
Investment ratios indicate the firm's ability to create a return to investors and the efficient use of assets (Rashid, 2021). Investment ratios provide a measure of profitability, financial performance, and shareholder wealth. 

Figure 5: Investment Ratios
(Source: By Author)
In the case of General Electric, ROA decreased from 7.56% in 2020 to -7.43% in 2024, indicating a decrease in efficiency of assets and profitability. EPS also decreased from 2.78 in 2020 to -1.85 in 2024, reflecting a decrease in earnings and investor confidence. This downward trend is a strong signal of operational challenges and a decline in financial capacity.
[bookmark: _Toc210822725]Cash Flow Ratios
Cash flow ratios help evaluate a company's liquidity, operational efficiency, and cash-generating ability from operating activities (Adhikari, 2021). Two examples of cash flow ratios, the Operating Cash Flow Ratio and the Cash Flow Margin, show whether the business can meet its short-term obligations and sustain positive cash flows to support operations and future investments.


Figure 6: Cash Flow Ratios
(Source: By Author)
Figure 6 replicates the Operating Cash Flow Ratio decreased from 0.409 in 2020 to 0.094 in 2024, indicating deteriorating liquidity and a decline in the company's ability to generate cash from operating activities. Moreover, the Cash Flow Margin ratio decreased from 11.94% to 3.75%, indicating lower cash efficiency. The consistent decrease of both measures indicates lower profitability and less financial flexibility.
[bookmark: _Toc210822726]Trends, Strengths and Threats
General Electronics has demonstrated a noticeable downward trend in financial health from 2020 to 2024. Profitability has declined significantly, evidenced by negative operating margin and net margin in recent years, displayed inefficiencies and management of costs. Liquidity ratios indicating a reduction in financial health short-term. Gearing ratios also indicate an increasing reliance on debt, which depicts an increase in financial vulnerability. Efficiency ratios continue to suggest that receivables and payables are being delayed, which creates cash flow concerns, with inventory management improving. Investment ratios such as ROA and EPS indicate a significant decline, indicating reduced investor confidence in the company. Cash flow ratios stated a declining trend, indicating reduced operating cash flow generation opportunity.  However, Strengths indicate a modest improvement in the inventory turnover and slight improvement in gross profit in 2024. 
Threats still include the inefficiencies in operations, increasing reliance on debt, poor cash flow, and declining profitability. These trends indicate a risk of financial distress if remediation does not occur, requiring strategic restructuring to return to stability and confidence of key stakeholders.
[bookmark: _Toc210822727]Altman Z-Score Model
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Figure 7: Altman Z-Score Model
(Source: By Author)
The Altman Z-Score model determines a firm's financial status and bankruptcy potential by analysing profitability, leverage, liquidity, solvency, and activity ratios (CFI, 2025). The model indicates greater financial stability as the score increases and potential financial distress when the score is low. The model is beneficial for investors and managers in evaluating creditworthiness and the long-term strength of a firm.
[image: ]
Figure 8: Altman Z-Score Model
(Source: By Author)
The Altman Z-Score evaluation of General Electronics' financial health from 2020–2024 is based on five weighted ratios. The Z-score decreased from 2.68 (2020) to 2.28 (2024), indicating a slow decline in financial stability (Figure 8). In 2020, the company was considered in the safe zone, while from 2023–2024, the Z-Score was indicative of moving toward the distress zone (below 1.8) and into the grey zone (1.8–3.0), which shows a decline in solvency and heightened risk of bankruptcy. 
The Total Working Capital to Total Assets ratio declined from 0.289 in 2020 to 0.260 in 2024, which indicates a decline in short-term liquidity. While the Total Retained Earnings to Total Assets ratio remained stable near 0.64, this suggests an inability to reinvest long-term. The EBIT to Total Assets ratio decreased significantly from a positive 0.073 (2020) to -0.047 (2024), which indicates a decline in profitability and operational inefficiency. The Market Value of Equity to Total Liabilities continues to remain low (0.001 in 2024), which indicates a low level of confidence by investors and some continued high leverage.
The Sales to Total Assets ratio floated around a level of 1.2, suggesting that the company's ability to generate revenue and turnover its assets has remained constant and stable, even with profitability diminishing. This trend indicates General Electronics has faced growing headwinds to operations, declining profitability, and tightening liquidity. With the company still in the grey zone in 2024, ongoing losses and persisting leverage structure could create long-term financial strain and lead the company into operational dishonesty without sufficient strategic restructuring, and even overall greater efficiency improvements


[bookmark: _Toc210822728]Working Capital Management Analysis  
a. [bookmark: _Toc210822729]Assessment of the Cash Operating Cycle
Efficient working capital management is considered important for the financial sustainability of General Electronics, mainly in concern with declining profitability and cash flow pressures over the last five years. Working capital efficiency directly determines the organisation’s liquidity, operational flexibility, and ability to fund daily operations without overreliance on external debt (Seth, et al., 2021). It has been assessed that the cash operating cycle is also known as the cash conversion cycle, which helps in measuring the time taken to convert investments in receivables and inventory back into cash (Asman, et al., 2022). The formula for the same is as follows. 
COC = Days Inventory Outstanding (DIO)+ Days Sales Outstanding (DSO)- Days Payables Outstanding (DPO) 
[image: ]
Figure 9: Cash operating cycle of General Electronics
In consideration of the above figure, General Electronics have seen a fluctuating cycle with an increase from 108 days to 140 days from 2020 to 2022, and then a decline to 115 days in 2024 respectively. This indicates a lengthy conversion period as compared to the efficient industry averages. This prolonged cycle reflects that cash is tied up for more than three months before being recovered and hence results in constraining liquidity. It has been seen that days' inventory outstanding have slightly improved, reflecting overstocking due to poor demand forecasting and supply chain inefficiencies. Further, days sales outstanding deteriorated due to weakened receivables management, and days payable outstanding increased, reflecting delayed payments to suppliers. This combination indicates structural weaknesses in working capital control. However, in 2024, the COC reflected a minor improvement from 133 days in 2023 to 115 days, stating substantially above the optimal levels and hence constraining internal cash generation. The continuous inefficiencies have contributed to a sharp decline in cash balances from £66.7 million in 2022 to £26.8 million in 2024, leading to a heavier reliance on short-term borrowings. Consequently, the firm’s liquidity risk has increased in concern with the negative operating income as well as high gearing. 
b. [bookmark: _Toc210822730]Strategies to improve liquidity and working capital efficiency 
In order to improve liquidity, General Electronics can focus on undertaking working capital reforms that aim at shortening the COC, improving cash flows, as well as balancing profitability with solvency. Thus, the strategic actions recommended to the firm are as follows. 
· Strengthening Receivables Management: The firm can focus on tightening credit policy by minimising average credit terms mainly for new or high-risk customers along with employing digital credit management tools for evaluating potential defaults and payment behaviour. Furthermore, the firm can also sell receivables to a factoring firm to provide immediate liquidity at a modest cost. 
· Enhancing Inventory Control: The firm can focus on adopting demand-driven inventory systems by implementing just-in-time (JIT) or Economic Order Quantity (EOQ) techniques for minimising stock levels while maintaining service efficiency (Sunitha, et al., 2025). Further, General Electronics can focus on rationalising its product portfolio and integrating supply chain forecasting through discontinuing obsolete products to free up capital and using AI-driven analytics to align production with real-time demand patterns. 
· Cash flow monitoring and forecasting: A comprehensive cash flow forecasting model can be implemented to predict liquidity gaps (Barnabas and Oloyede, 2024). This can lead the management to plan financing needs, avoid overdraft penalties, and maintain optimal cash reserves.
Thus, by minimising DIO by 20 days and DSO by 30 days along with maintaining DPO at 90 days, General Electronics could potentially shorten its COC from 115 to 65 days and align it with sector best practice and significantly enhance its liquidity position.
c. [bookmark: _Toc210822731]Comparing Short-term and Long-term Financing Options
Given General Electronics’ continuing financial difficulties, the selection of the appropriate financing structure is key to managing short-term liquidity issues and long-term sustainability. Short-term and long-term financing provide different benefits and imperfections, but they should meet the firm’s cash flow needs, operational efficiency of the working capital system, and strategic (Bajaj Finserv, 2025).

Figure 10: Financing Options
(Source: By Author)
[bookmark: _Toc210822732]Short-Term Financing
Short-term financing refers to loans or credit extensions for periods typically less than one year and is often used to meet ongoing operational requirements, such as purchasing raw materials, making payroll, and meeting accounts payable (CFI, 2025). Short-term financing agreements may come in various forms, including bank overdrafts, trade credit, commercial paper and short-term loans. 
In General Electronics' case, short-term financing can help alleviate cash flow pressures in the short term, particularly during a time when cash reserves are low and cash conversion cycles have expanded. Instruments with immediate access to capital, such as bank overdrafts or invoice factoring, can effectively fill specific working capital gaps while not requiring a longer-term obligation. Also, short-term borrowings typically have lower interest costs than long-term financing, making short-term borrowing relatively inexpensive for the short-term financing timeline (Chen, et al., 2023). 
Despite the benefits of short-term financing, an over-reliance on short-term debt can present considerable risk. The firm's cash reserves, gearing position and declining profitability can create an unnecessary level of financial risk through continued refinancing of the loans. The firm's short-term financing may also become unpredictable and possibly unable to be renewed if creditors lose faith in the firm.
[bookmark: _Toc210822733]Long-Term Financing
Long-term financing, such as bond issuances, equity or long-term bank loans, occurs beyond a one-year horizon and is typically used to fund capital investments, grow the business, or restructure debt (World Bank Group, 2025). Long-term financing could provide the stability needed to assist General Electronics in restructuring, product development and maintaining global competitiveness.
With equity financing, the balance sheet could be stronger and reduce reliance on borrowing. Long-term loans could have structured repayment terms for an extended period that aligns with the firm’s recovery. Additionally, long-term capital can provide the firm with the capital necessary for process automation, supply chain improvement, and R&D for product differentiation for long-term recovery (Kurznack, et al., 2021).
On the other hand, it could be a higher cost due to interest payments or dilution of equity. Short-term firms seeking recovery may find it difficult to find long-term financing because of indentures or limitations due to increased risk premiums. Therefore, if secure long-term funding for a distressed firm is sought, performance must demonstrate a credible process of improving turnaround and operational performance.
[bookmark: _Toc210822734]
Strategic Financial Restructuring Plan 
General Electronics (GE)'s ongoing financial distress reflects systemic structural inefficiencies, high leverage, poor liquidity, and declining profitability. Thus, financial restructuring will be vital to restore stability, capital efficiency, and long-term competitiveness. In the words of Van de Wetering, et al., (2023), financial restructuring can allow firms to re-align capital structure, re-structure ownership, and improve operational efficiency to generate shareholder value. GE's restructuring must not only remediate balance sheet deficiencies but also improve operational levels to ensure sustainable profitability. This section will assess potential restructuring avenues, divestiture, injection of equity, and merger alternatives, and evaluate potential impact on shareholder value, thresholds of debt, operational flexibility, while considering international and ethical issues such as taxation, currency risk, inflation, and corporate social responsibility (CSR) implications.
[bookmark: _Toc210822735]Recommendations for Financial Restructuring Options
Divestiture
Divestiture means selling or spinning off non-core or unprofitable parts of the business to focus and create liquidity (Joy, 2018). For GE, divesting underperforming product segments like legacy home appliances or low-margin accessories can generate cash to pay down debt and invest in profitable areas like smart devices and AI-driven electronics. But divestiture can be the first step to getting back to financial health by freeing up capital and focusing on growth areas.
	Benefits
	Risks

	Immediate cash inflow for debt repayment and working capital.
	Loss of revenue from divested segments

	Improves profitability by focusing on high-margin products.
	Restructuring costs and workforce adjustments.

	Simplifies operations and improves management (Feldman, 2021).
	Restructuring costs and workforce adjustments.


Equity Injection
An equity injection reduces the reliance on debt in an organisation (Capstone Partner, 2023). General Electronics could do a rights issue to existing shareholders and attract strategic investors through private placements or strategic partnerships. According to Pamungkas (2023), recapitalisation increases liquidity and reduces leverage and improves financial stability. For GE, raising £80-100m in new equity and reducing the debt-to-equity ratio, a rights issue means shareholder control and more capital and a strategic partnership brings in financial and technical resources. However, a successful equity injection shows financial discipline and governance transparency and will increase long-term market confidence.
	Benefits
	Risks

	Equity Injection provides an organisation stronger balance sheet and fewer interest payments (Long and Fisher, 2024).
	Dilution of existing shareholders.

	Funding for innovation, automation and sustainability initiatives.
	Market scepticism if performance doesn’t improve after the injection.


Strategic Merger and Acquisition
Merger and Acquisition (M&A) allows distressed companies to access new technologies, customer base and economies of scale (Ray, 2022). A merger with a financially strong and tech-savvy company can increase GE’s market share and operational efficiencies. Moreover, merging with a mid-sized European or Asian electronics company specialising in IoT or green tech will enhance operations of GE. Shared R&D and supply chain integration will make them more competitive and innovative. However, proper due diligence and transparent communication will be key to long-term merger benefits.
	Benefits
	Risks

	Expands organisation’s geographic reach and product portfolio.
	Cultural integration and post-merger governance issues.

	Achieves cost synergies and stronger supplier power.
	Execution risks leading to potential synergy shortfalls.

	Strengthens their brand and revenue diversification.
	


[bookmark: _Toc210822736]Evaluation of Impacts
Impact on Shareholders' Value
Restructuring affects the value, both short and long term, for shareholders in a substantial way (Zumente and Bistrova, 2021). A divestiture may decrease total revenue on a top-line basis initially, but it improves profitability and valuation multiples by reallocating resources back to core activities. For example, if assets are sold with a simultaneous equity injection to return capital or pay debt, ownership interests are diluted, but the value of the firm may be enhanced due to better solvency and investor sentiment (Granja, et al., 2024). A merger of organisations will also provide increased shareholder wealth through synergy realisation, operational efficiencies, and the potential for increased future earnings. Ahmed, et al., (2024), suggested that firms earning returns on equity that achieve capital restructuring and improved operational efficiencies provide higher returns to shareholders. In GE's case, a hybrid strategy that includes divestiture and equity recapitalisation would be appropriate to optimally create long-term value improvement by returning capital, increasing profitability, resilience and reducing exposure to financial risk.
Impact on Debt Structure
GE's elevated leverage ratio highlights the risk of potential financial distress. Repaying its short-term borrowings using cash proceeds of divestiture and any equity issuance will make a clear improvement on the firm's balance sheet. The corresponding debt reduction from a partial asset sale produces an immediate reduction in total liabilities and can improve the debt ratio (Jariah and Lukiana, 2023). Further, the new equity injection will potentially improve GE's credit rating and possibly facilitate long-term debt financing at a reduced interest rate. This will provide some interest savings and will ultimately result in better net income margins. In summary, rebalancing the overall debt-to-equity ratio reduces financial risk, improves liquidity, and better enables the firm to reduce risk and maintain long-term financial stability.
Impact on Operational Flexibility
Operational flexibility indicates the ability of the firm to act quickly to changes in market volatility (Siagian, et al., 2021). GE will be able to realign its operations to simplify operations, which will improve flexibility. Specifically, divesting will enable management to focus better on innovations and digital transformation. Equity recapitalisation will fund funding for technological improvements and optimise the supply chain. Finally, mergers and acquisitions increase global production capacity. Collectively, these measures will increase agility, enhance efficiency, and bolster competitive advantage in the global dynamics.
[bookmark: _Toc210822737]International and Ethical Considerations

Figure 11: International and Ethical Considerations
(Source: By Author)
1. Taxation Implications
Financial restructuring exercises such as divestitures, mergers, and recapitalisation can present significant tax implications. Capital gains from the deals pertaining to active assets disposed of may be subject to tax depending on the relevant tax jurisdiction (Kesselman, 2023). Thus, GE should structure these deals to maximise the use of deferred tax assets and double-taxation treaties in particular jurisdictions. mainly if the restructuring involves subsidiaries in stable tax jurisdictions, the anticipated financial restructuring can be structured in a tax-efficient manner to maximise post-restructured profitability, all while complying with the OECD Base Erosion and Profit Shifting (BEPS) standards (OECD, 2024).
2. Currency and Inflation Risks
As GE works globally, movement in exchange rates will generally affect valuations regarding assets, repayment of debt, and foreign revenues. Therefore, the financial restructuring should accommodate hedging strategies using forward contracts or currency swaps to mitigate translation and transaction risks. Also, inflationary pressures in emerging markets may increase input costs. GE should work with suppliers to potentially renegotiate supply contracts to stable currencies and diversify sourcing to different geographic areas.
3. CSR and Other Ethical Considerations
Financial restructuring must also adhere to principles of ethical governance and corporate social responsibility (CSR) (Asyik, et al., 2024). When there is a need for divestiture, organisations should take sufficient action to ensure the process is handled thoughtfully, such that job losses are minimised and employees and suppliers are treated fairly. GE should also commit to undergoing green innovations responsibly, ensuring fair labour practices, and undertaking responsible disclosures to support rebuilding brand trust and stakeholder loyalty. As CSR becomes deemed critical to sustainable restructuring, Investors will increasingly favour companies with strong CSR and sustainability leaders, as they have a significant impact on global capital allocation decisions.
Thus, General Electronics must implement a multi-faceted financial restructuring strategy that embodies divestiture, equity recapitalisation, and mergers to regain stability, profit, and investor trust. Divestiture will provide immediate liquidity, equity will increase solvency, and mergers will induce innovation and global competitiveness. These approaches will, ultimately, provide shareholder value, reduce leverage, and enhance operational flexibility.
Furthermore, applying international taxation analysis, volatility of foreign exchange rates, inflation, and ethical governance, will ensure the restructuring process is globally compliant and socially responsible. With the successful combination of practical execution, timely transparency, and competent leadership, General Electronics will transition from financial distress to sustainable global growth.


[bookmark: _Toc210822738]Investment Appraisal and Capital Budgeting
Investment appraisal techniques are the tools used to evaluate the viability and profitability of projects (Delapedra-Silva, et al., 2022). NPV and IRR look at returns on a time value of money basis. ARR looks at profitability on an accounting income basis and Payback Period looks at how quickly an investment recovers its cost. Capital Budgeting brings all these together to guide investment decisions, optimise resource allocation and minimise risk (Jain, 2024). Together, they help organisations to select good projects that add value to shareholders and support long-term business growth and sustainability.

Figure 12: Investment Appraisal Methods
(Source: By Author)
[bookmark: _Toc210822739]Project A
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Figure 13: Project A Investment Proposal
(Source: By Author)
Project A shows slight financial feasibility, but is relatively unattractive for General Electronics (GE) to invest given their ongoing financial issues and the need to allocate their capital efficiently. The payback period of 3.4 years of an initial investment of £40 million suggests acceptable short-term liquidity properties, and a 54% accounting rate of return also appears to support accounting profitability. The net present value of £1.32 million is just above zero, which suggests that with a 10% discount rate, the project generates a small surplus beyond the cost of capital. 
The 1.03 profitability index case more than suggests the project barely breaks return. The internal rate of return of 1.21% is even more concerning, as it is clearly below the firm's required return of 10% and suggests the project will hardly be profitable in the long term. Ultimately, while this project offers some liquidity benefit, its return on investment generally appears unfeasible. General Electronics would be well advised to only undertake this investment. As if the strategic or business benefits it creates outside of direct return, justifying the capital that it may not come close to recovering or returning.
[bookmark: _Toc210822740]Project B
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Figure 14: Project B Investment Proposal
(Source: By Author)
Project B does not have good financial feasibility and is not a wise investment for General Electronics (GE). The Payback Period of five years indicates it would take that long to recover the initial £30 million spent, with no cash flow benefit during the first five years. The Accounting Rate of Return of 40% seems reasonable; however, it does not account for the time value of money. The Net Present Value (NPV) of -£7.26 million, explaining that it would lose value as the discounted cash inflows do not provide for the cost of capital at the 10% discount rate. 
Moreover, the Profitability Index also indicates inefficiency with a score of 0.76, so for every pound you invest, you will earn less than a pound. Finally, the most concerning metric is the Internal Rate of Return (IRR), with an IRR of -9.09%, which indicates the project will have a return significantly below the required rate, and therefore, will be negative profitability for GE. In short, Project B is not financially feasible for GE, as it declines liquidity pressures on GE and destroys shareholder value, all without creating a sufficient return or strategic value.
[bookmark: _Toc210822741]Project C
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Figure 15: Project C Investment Proposal
(Source: By Author)
Project C is more financially viable than the other investment options for General Electronics (GE), although the project's feasibility is limited by low return efficiency. The 3.6-year Payback Period demonstrates a reasonably quick recovery of the investment of £50 million and provides some liquidity for GE in the short term. The 60% Accounting Rate of Return (ARR) indicates a strong degree of accounting profitability for Project C, which also indicates the project is utilising its assets effectively. The £4.23 million Net Present Value (NPV) is positive, suggesting the project will contribute a small amount of value to the firm, while also providing a return of £0.04 in excess of the 10% discount rate. The Profitability Index (PI) of 1.08 confirms a positive benefit from the investment, as for every £1 spent, GE would receive £1.08 back from the project, albeit a very marginal excess of £0.08 illustrates very low financial gain. Conversely, the Internal Rate of Return (IRR) of 2.47% is significantly below the required IRR of 10%, indicating the project's lack of long-term profitability. Overall, the financials of Project C are somewhat favourable, as it does have better cash flows and ability to recover the investment than projects A or B, although its low IRR and low NPV would indicate it may not be the best project financially unless considered for additional strategic metrics or technological supports to help GE's business growth.
Thus, General Electronics should invest in its proposal project C, as it will recover the initial investment sooner, according to the payback period, with a positive NPV and IRR compared to other investment projects.


[bookmark: _Toc210822742]Recommendations and Conclusion
[bookmark: _Toc210822743]Recommendations
Improve Liquidity and Working Capital Management - Given a decline in liquidity ratios, negative operating cash flow, and an extended cash conversion cycle, GE should focus on improving receivables management, reducing inventory through the use of JIT and EOQ techniques, and monitoring cash flows closely. Shortening the cash operating cycle will allow GE to further reduce its dependence on short-term borrowings.
Implement Financial Restructuring - Due to high leverage and negative profitability, the optimal strategy accommodates multiple restructuring scenarios (Charbel, et al., 2025). Selling off low-margin or non-core product lines will provide immediate cash for debt repayment. Increasing solvency through equity infusion, either through rights issues or new strategic investors, will help improve GE's capital structure while allowing funding for innovation and operational efficiency.
Invest in Project C - Given positive NPV, payback period, and profitability index, Project C results in the least volatility in cash flows and is suitable with GE's current liquidity constraints. Projects A and B, despite some accounting profit, have low IRR or negative NPV, and would add increased financial risk. Project C will result in incremental improvements to shareholder value while furthering GE’s strategic agenda.
Control for Risks - Currency fluctuations, inflation, and taxation have international implications. These risks should be controlled through hedging and an optimal structure for taxation. Ethical and CSR constructs should also guide GE's restructuring so that stakeholders and the community trust and brand reputation are maintained.
[bookmark: _Toc210822744]Conclusion
General Electronics is experiencing decreasing profitability, deteriorating liquidity, and increasing leverage, which suggests a significant risk of financial distress. Inefficiencies with working capital, slow collection of accounts receivable, and a heavy reliance on debt are contributing to operational challenges. The company believe that a hybrid restructuring strategy involving divestiture, equity injection, operational improvements, and a focused investment in Project C will help restore solvency, increase shareholder value, and promote sustainable growth. The focused execution of the plan, strong cash management, and ethical compliance are required to reposition GE towards long-term financial stability and global competitiveness.
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Short-term Finance


Long-term Finance



Taxation 


Inflation Risks


CSR Consideration


NPV


ARR


IRR


PI


Payback Period


Liquidity Ratios

Current Ratio	2024	2023	2022	2021	2020	1.5319506478574272	1.6062935934668752	1.5615804280441441	1.5551947303113194	1.8207509330956493	Acid test ratio	2024	2023	2022	2021	2020	1.0306271360974408	1.0585176359619728	0.9140123710578224	0.93491307135575474	1.1498690880730877	Cash Ratio	2024	2023	2022	2021	2020	0.16920102848551086	0.26529029215379651	0.30830634767384385	0.28051958835170004	0.31838337697064228	



Gearing ratios

Debt-equity ratio	
2024	2023	2022	2021	2020	7.8103262466934456E-2	8.8329979879275655E-2	7.1846381973577345E-2	6.382338765496523E-2	5.5789799585701925E-2	Debt Ratio	
2024	2023	2022	2021	2020	0.52650964577521853	0.4972349608848125	0.46762059095966979	0.4592924827764584	0.38603343197005624	



Efficiency Ratios

Receivables turnover days	2024	2023	2022	2021	2020	105.54228004021485	97.744929921490183	75.552675167802548	78.396473083533635	76.857950478297653	Payables turnover days	2024	2023	2022	2021	2020	93.601705324243014	64.469614149403682	66.719284227025113	78.952777272239402	69.290424338083682	Inventory turnover days	2024	2023	2022	2021	2020	103.11898107766524	99.783042270445378	131.04081350410669	114.51887135837381	100.26127675492218	



Investment Ratios

Return on assets	2024	2023	2022	2021	2020	-7.4311745022483097E-2	-0.27604869166441864	8.0727859838980649E-4	1.0387030026570106E-2	7.5588390914969925E-2	Earnings per share	2024	2023	2022	2021	2020	-1.8542325796743575	-7.6420070011668608	3.2039675667165236E-2	0.39368733754177498	2.77636219678975	



Cash flows

Operating cash flow ratio	
2024	2023	2022	2021	2020	9.3637667334213567E-2	0.15631593317943754	5.0472807232310728E-2	0.18581833781545942	0.40884630382708487	Cash flow margin	
2024	2023	2022	2021	2020	3.7535548864335661E-2	5.9911001600639308E-2	2.0130778202159E-2	6.6959551331278816E-2	0.11939871152469578	



Profitability Ratios

Gross profit ratio	2024	2023	2022	2021	2020	0.28868083640811487	0.23203324002216635	0.28059275800505207	0.28759212901552855	0.28674432224897506	Operating profit ratio	2024	2023	2022	2021	2020	-3.8738448993235905E-2	-0.20287686969178775	2.6804188292605634E-2	3.8651799694814845E-2	6.0628294397084663E-2	Net profit ratio	2024	2023	2022	2021	2020	-6.0851551994408414E-2	-0.23364577114901167	7.4988346405626153E-4	8.8114733661124791E-3	6.2751350296089026E-2	
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Altman Z-Score

Particulars Formula 2024 | 2023 | 2022 | 2021 | 2020
Current Assets- Current
Working Capital(£m) Liabilities 84203 | 97703 | 121567 | 120359 | 147333
Total Assets (£m) 323354 | 355872 | 504163 | 510348 | 510290
Retained Earnings (£m) 208431 | 232460 | 330698 | 330291 | 324990
Operating Profit or EBIT (£m) 15207 | -85301 | 14548 | 23253 | 37267
Market value of Equity (£m) 13097 | 76.27 | 57.55 | 676 | 34.12
Total Liabilities (£m) 170249 | 176952 | 235757 | 234399 | 196989
Revenue (£m) 394879 | 420457 | 542751 | 601602 | 614680
Working Capital to Total assets ratio (A) 0.260 | 0.275 | 0241 | 0.236 | 0.289
Retained Earnings to total assets ratio (B) 0.645 | 0.653 | 0.656 | 0.647 | 0.637
EBIT to total assets ratio (C) -0.047 | -0240 | 0.029 | 0.046 | 0.073
Market value of Equity to total liabilities ratio
(D) 0.001 | 0.000 | 0.000 | 0.000 | 0.000
Sales to Total assets ratio (E ) 1221 | 1181 | 1.077 | 1179 | 1.205
Z Score=
ZScore 1.2A+1.4B+3.3C+0.6D+1.0E | 2.28 163 2.38 252 2.68
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CASH OPERATING CYCLE
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Project A

Years | Cash flows (£m) | Discount rate (10%) |Present values (£m) | Cumulative cash flows (£m)
0 -40 1 -40 -40
1 10 0.909 9.09 -30
2 12 0.826 9.92 -18
3 14 0.751 10.52 -4
4 10 0.683 6.83 6
5 8 0.621 4.97 14

P8P 3.40 |years
ARR 54.00%
NPV 1.32
Pl 1.03
IRR 1.21%
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Project B

Years | Cash flows (£m) | Discount rate (10%) |Present values (£m) | Cumulative cash flows (£m)
0 -30 1 -30 -30
1 6 0.909 5.45 24
2 6 0.826 4.96 -18
3 6 0.751 4.51 12
4 6 0.683 4.10 -6
5 6 0.621 3.73 0

P8P 5.00 |years
ARR 40.00%
NPV -7.26
Pl 0.76
IRR -9.09%
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Project C

Years | Cash flows (£m) | Discount rate (10%) |Present values (£m) | Cumulative cash flows (£m)
0 -50 1 -50 -50
1 5 0.909 4.5 45
2 10 0.826 8.26 35
3 20 0.751 15.03 -15
4 25 0.683 17.08 10
5 15 0.621 9.31 25

P8P 3.60 |years
ARR 60.00%
NPV 4.23
Pl 1.08
IRR 2.47%
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Profitability Ratios

Formula 2024]  2023]  2022] 2021] 2020
Gross profit (£m) Gross Profit ratio= | 113994 | 97560 | 152292| 173016 176256
Revenue (£m) (Gross Profit/ 394879| 420457| 542751| 601602| 614680
Gross profit ratio Revenue) *100 28.9%| 23.2%| 28.1%| 28.8%| 28.7%
Operating profit (€m) Operating Profit -15297| -85301| 14548| 23253| 37267
Revenue (£m) ratio= (Operating | _394879| 420457| 542751| 601602| 614680
Operating profit ratio_| Profit/ Revenue)*100 | -3.87%| -20.29%| 2.68%| 3.87%| 6.06%
Net profit (£m) -24029| -98238 407]  5301] 38572
Revenue (£m) Net Profit ratio=(Net | 394879 | 420457| 542751| 601602| 614680
Net profit ratio Profit/ Revenue)*100 | -6.09%| -23.36%| 0.07%| 0.88%| 6.28%
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Liquidity Ratios

Particulars Formula 2024 2023 2022 2021 2020
Current Assets (£m) Current Ratio= 242494 | 258851| 338040| 337146| 326843
Current Liabilities (Em) | Current Assets/ 158291 | 161148| 216473| 216787| 179510
Current Ratio Current Liabilities 1532| 1.606| 1.562| 1.555| 1.821
Quick Assets (£m) Acid test ratio= 163139| 170578| 197859| 202677| 206413
Current Liabilities (Em) | (Current Assets- 158291 | 161148| 216473| 216787| 179510
|Acid test ratio inventories)/Current | 1.031| 1.059| 0.914| 0.935| 1.150
Inventories (£m) Liabilities 79355| 88273| 140181| 134469 120430
Cash (£m) 26783| 42751 66740| 60813| 57153
Current Liabilities (€m) | Cash Ratio= Cash/ | 158291| 161148 | 216473| 216787| 179510
Cash Ratio Current Liabilities 0.169| 0.265| 0308 0281 0318
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Gearing ratios

Particulars Formula 2024]  2023]  2022] 2021] 2020
Long term Debt (Em) | Debt-equity ratio= | _ 11958|  15804| 19284 17612 17479
Equity (£m) Lonng-term debt/ | _153105| 178920| 268406| 275949| 313301
Debt-equity ratio Equity 0.078] 0088] 0072] 0.064] 0.056
Debt (£m) 170249| 176952 | 235757| 234399| 196989
Total Assets (Em) | Debt Ratio=Debt/ | 323354 355872| 504163 510348| 510290
Debt Ratio Total Assets 0527] 0497] 0468] 0459] 0.386
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Efficiency Ratios

Particulars Formula 2024]  2023]  2022] 2021] 2020
|Accounts Receivables (£m) | Receivables turnover doys= | 114182 | 112596| 112346| 129215| 129433
Sales (£m) (Accounts 394879| 420457| 542751| 601602| 614680
Receivables turnover days Receivables/Sales)*365 106 98 76 78 77
|Accounts Payables (£m) Payables turnover days= 72031| 57033| 71373| 92707 83229
Cost of sales (£m) (Accounts Payables/Cost of | 280885| 322897| 390459| 428586| 438424
Payables turnover days Sales)*365 94 64 67 79 69
Inventory (£m) 79355| 88273 140181| 134469| 120430
Cost of sales (£m) Inventory turnover days= 280885 322897| 390459| 428586| 438424
Inventory turnover days | (Inventory/Cost of Sales)*365 103 100 131 115 100
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Investment ratios

Particulars Formula 2024]  2023]  2022] 2021] 2020
Net profit (£m) -24029| -98238 407]  5301] 38572
Total assets (£m) Return on Assets= (Net profit/ | 323354 | 355872| 504163| 510348| 510290
Return on assets Total assets) *100 -7.43% | -27.60%| 0.08%| 1.04%| 7.56%
Net profit (£m) Earnings per share= Net profit/ | _-24029| -98238 407]  5301] 38572
Weighted average shares outstanding |~ Weighted average shares 12959| 12855| 12703| 13465 13893
Earnings per share outstanding -185] -7.64 0.03 0.39 2.78
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Cash flows

Particulars Formula 2024]  2023]  2022] 2021] 2020
Operating cash flow (£m) | Operating cash flow ratio= 14822| 25190| 10926| 40283| 73392
Current liabilities (£€m) Operating cash flow/ Current | _158291| 161148| 216473 | 216787| 179510
Operating cash flow ratio liabilities 0.094] 0156] 0.050] 0186 0.409
Operating cash flow (£m) 14822| 25190| 10926| 40283| 73392
Net sales (£m) Cash flow margin= Operating | 394879 420457 542751| 601602] 614680
Cash flow margin cash flow/ Net sales 3.75%| 5.99%| 2.01%| 6.70%| 11.94%
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Working capital management

Particulars Formula 2024]  2023]  2022] 2021] 2020
Days inventory outstanding 103 100 131 115 100
Days sales outstanding Cash operating 106 98 76 78 77
Days payable outstanding | cycle= DIO+ DSO- 94 64 67 79 69
Cash operating cycle oPO 115 133 140 114 108
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