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[bookmark: _Toc217117649]Introduction
A successful financial management is a core pillar to business continuity and development in the modern unpredictable business environment in the global economy. The Chief Financial Officer (CFO) position is more than a typical accounting position by incorporating strategic decision-making, risk management, and value creation (Brealey, Myers and Allen, 2020). The contemporary CFO has to juggle profitability, liquidity, shareholder expectations, through macroeconomic volatility, technological upset, and worldwide competition (Atrill & McLaney, 2022).
The assignment focuses on an in-depth analysis of the financial health of the firm in terms of ratio analysis and failure prediction techniques including Altman Z-Score, which evaluates the risk of solvency, and financial strength (Altman, 1968). It further examines how the working capital reforms can be used to maximise the liquidity and operational efficiency (Deloof, 2003). 





[bookmark: _Toc217117650]1. Financial Health Check of General Electronics
[bookmark: _Toc217117651]1.1 Introduction
The analytical pillar of any corporate turnaround strategy is a financial health cheque that enables the Chief Financial Officer (CFO) to identify the root of the financial distress. In the case of General Electronics, a multinational corporation in the consumer electronics business, the determination of financial health needs to be performed systematically through the evaluation of past financial statements, ratio analysis, and failure predictive models. 
[bookmark: _Toc217117652]1.2 Profitability Ratios
Profitability ratios assess the capacity of the firm to earn revenues as compared to sales, assets, and equity, which gives an understanding of the overall performance and managerial capacity (Atrill and McLaney, 2022).
[bookmark: _Toc217117653]1.2.1 Gross Profit Margin (GPM)
Gross Profit Margin (GPM) = (Gross Profit ÷ Revenue) × 100
	Year
	Revenue (£m)
	Gross Profit (£m)
	GPM (%) = (Gross Profit ÷ Revenue) × 100

	2020
	1,000
	400
	40.0%

	2021
	1,050
	410
	39.0%

	2022
	1,100
	410
	37.3%

	2023
	1,150
	400
	34.8%

	2024
	1,200
	390
	32.5%


Interpretation:
The Gross Profit Margin (GPM) indicates a constant reduction of 40 percent in 2020 to 32.5 percent in 2024 that can either imply more cost of production and operation or price rivalry. This negative trend implies that General Electronics is struggling with efficiency issues and cost-related factors, which negatively affect the level of profitability and need to be addressed by reorganising the cost management process.
[bookmark: _Toc217117654]1.2.2 Net Profit Margin (NPM)
Net Profit Margin (NPM) = (Net Profit ÷ Revenue) × 100
	Year
	Net Profit (£m)
	Revenue (£m)
	NPM (%)

	2020
	120
	2,000
	6.0

	2021
	100
	2,100
	4.8

	2022
	85
	2,200
	3.9

	2023
	70
	2,300
	3.0

	2024
	65
	2,400
	2.7



Interpretation 
The Net Profit Margin of General Electronics decreased continuously since 6.0% in 2020 to 2.7% in 2024, which indicates a worsening profitability. This development indicates an increase in operating expenses, poor pricing policy, and the potential increase of interest or taxes. The negative trend implies the loss of cost management and decreased operational performance (Brigham and Ehrhardt, 2019).
[bookmark: _Toc217117655]1.2.3 Return on Assets (ROA)
Return on Assets (ROA) = (Net Profit ÷ Total Assets) × 100
	Year
	Net Profit (£m)
	Total Assets (£m)
	ROA (%)

	2020
	120
	2,000
	6.0

	2021
	110
	2,200
	5.0

	2022
	95
	2,400
	4.0

	2023
	80
	2,600
	3.1

	2024
	70
	2,800
	2.5



Interpretation 
The ROA of General Electronics fell continuously in 2020 (6.0) to 2024 (2.5) which shows that the company loses its ability to use its assets effectively and become less profitable. It is an indication of a trend that the assets of this firm are yielding increasingly lower returns, presumably because of a poor-performing investment, increasing costs, or falling sales (Ross et al., 2021).
[bookmark: _Toc217117656]1.2.4 Return on Equity (ROE)
Return on Equity (ROE) = (Net Profit ÷ Shareholders’ Equity) × 100
	Year
	Net Profit (£m)
	Shareholders’ Equity (£m)
	ROE (%)

	2020
	120
	1,000
	12.0

	2021
	110
	1,050
	10.5

	2022
	90
	1,100
	8.2

	2023
	80
	1,150
	7.0

	2024
	95
	1,200
	7.9



Interpretation 
The ROE of the firm has been steadily decreasing since 12.0% in 2020 as of 2023 up to 7.0 before slightly recovering to 7.9 in 2024. This negative movement shows falling in profitability and wasteful utilisation of equity capital. The weak margin, an increase in the cost of operation, and a decrease in the shareholder value creation are possible (Brealey, Myers and Allen, 2020).

[bookmark: _Toc217117657]1.3 Liquidity Ratios
The liquidity ratios determine the ability of the company to fulfil the immediate financial obligations, which is a serious issue during the financial crisis. Weak liquidity may lead to solvency crisis, pressure among suppliers, and poor credit ratings (Hillier et al., 2021).
[bookmark: _Toc217117658]1.3.1 Current Ratio
Current Ratio (CR) = Current Assets ÷ Current Liabilities
	Year
	Current Assets (£m)
	Current Liabilities (£m)
	Current Ratio (CR)

	2020
	480
	320
	1.50

	2021
	520
	340
	1.53

	2022
	560
	390
	1.44

	2023
	580
	420
	1.38

	2024
	600
	460
	1.30



Interpretation 
The General Electronics current ratio shows a downward trend, since its value was 1.50 in 2020 and 1.30 in 2024, which means that the liquidity is gradually constrained. Such a decrease indicates the growing amount of short-term liabilities in comparison to the current assets indicating potential inefficiency in the working capital management and the increased reliance on short-term sources of funds to cover the operations (Atrill & McLaney, 2022).
[bookmark: _Toc217117659]
1.3.2 Quick Ratio
Quick Ratio (QR) = (Current Assets – Inventory) ÷ Current Liabilities
	Year
	Current Assets (£m)
	Inventory (£m)
	Current Liabilities (£m)
	Quick Ratio

	2020
	620
	220
	550
	0.73

	2021
	640
	200
	520
	0.85

	2022
	700
	230
	560
	0.84

	2023
	750
	240
	590
	0.86

	2024
	820
	250
	600
	0.95



Interpretation
Quick Ratio kept on improving since 0.73 in 2020 to 0.95 in 2024, which demonstrates a positive but gradual change in liquidity management. Nevertheless, the ratio of less than 1 at the period of this development indicates that General Electronics is under mild liquidity pressure and partially relies on external funding to meet its short-term liabilities (Atrill & McLaney, 2022).
[bookmark: _Toc217117660]1.4 Efficiency Ratios
Efficiency ratios, or activity or turnover ratios, assess the efficiency with which a firm uses its resources to make revenues. These ratios determine how fast and efficient the conversion of assets to cash flows is (Arnold and Lewis, 2019).
[bookmark: _Toc217117661]1.4.1 Inventory Turnover
Inventory Turnover (IT) = Cost of Goods Sold ÷ Average Inventory
	Year
	Cost of Goods Sold ($ million)
	Average Inventory ($ million)
	IT (Times)

	2020
	1,200
	300
	4.0

	2021
	1,350
	320
	4.2

	2022
	1,480
	370
	4.0

	2023
	1,520
	420
	3.6

	2024
	1,560
	480
	3.3



Interpretation 
Inventory Turnover ratio decreased to 3.3 times compare to 4.0 times, which means that there was slow inventory movement. This tendency implies that the inventory will rise in comparison with the sales, which can be explained by overstocking or out-of-date products. 

[bookmark: _Toc217117662]1.4.2 Receivables Turnover (RT)
Receivables Turnover (RT) = Credit Sales ÷ Average Accounts Receivable
	Year
	Credit Sales ($ million)
	Average Accounts Receivable ($ million)
	RT (Times)

	2020
	1,000
	125
	8.0

	2021
	1,150
	145
	7.9

	2022
	1,300
	175
	7.4

	2023
	1,420
	210
	6.8

	2024
	1,500
	250
	6.0



Interpretation 
The Receivables Turnover decreased to 6.0 times in five years as it could be seen that the company was slower in collecting receivables and possible credit control problems. This downward trend indicates that the customers are paying slower and this is raising the credit risk that the company is exposed to and restricting liquidity. 
[bookmark: _Toc217117663]1.4.3 Total Asset Turnover (TAT)
Total Asset Turnover (TAT) = Revenue ÷ Total Assets
	Year
	Revenue ($ million)
	Total Assets ($ million)
	TAT (Times)

	2020
	1,800
	1,200
	1.50

	2021
	2,000
	1,400
	1.43

	2022
	2,100
	1,600
	1.31

	2023
	2,250
	1,850
	1.22

	2024
	2,300
	2,100
	1.10



Interpretation 
The change in the Total Asset Turnover was down to 1.10 as compared to 1.50 in 2020 to 2024, which suggests inefficiency in asset utilisation. Although the revenues increased, the increase in asset was higher, indicating that it was overinvested or not utilised. This trend may reflect over capacity or ineffective utilisation of resources. Similar to Ross et al. (2021), the deteriorating TAT indicates the necessity of more efficient asset management and improvement of productivity. 
[bookmark: _Toc217117664]1.5 Gearing Ratios
Gearing ratios or leverage ratios are used to evaluate the capital structure of the firm in terms of debt and equity funding. High gearing exposes the company to greater financial risk particularly when the economy is experiencing recession, since it involves fixed interests’ payments (Brigham & Ehrhardt, 2019).
[bookmark: _Toc217117665]1.5.1 Debt-to-Equity Ratio (D/E)
Debt-to-Equity Ratio (D/E) = Total Debt ÷ Shareholders’ Equity
	Year
	Total Debt ($ million)
	Shareholders’ Equity ($ million)
	D/E Ratio

	2020
	600
	700
	0.86

	2021
	720
	750
	0.96

	2022
	880
	780
	1.13

	2023
	1,000
	820
	1.22

	2024
	1,120
	850
	1.32



Interpretation 
The number of D/E ratio was growing consistently 0.86 in 2020 through 1.32 in 2024, implying an upward financial leverage. The trend is an upward movement, which means the use of more debt financing compared to equity, growth in interest payments, and risky exposure to the financial risk. As Brigham and Ehrhardt (2019) further state, an excessive dependence on borrowed capital is reflected by a D/E ratio of above 1, and thus it may limit the ability to finance it in the future. 
[bookmark: _Toc217117666]1.5.2 Interest Coverage Ratio (ICR)
Interest Coverage Ratio (ICR) = Operating Profit ÷ Interest Expense
	Year
	Operating Profit ($ million)
	Interest Expense ($ million)
	ICR (Times)

	2020
	240
	60
	4.0

	2021
	250
	70
	3.6

	2022
	240
	80
	3.0

	2023
	220
	85
	2.6

	2024
	210
	90
	2.3



Interpretation 
ICR decreased by 4.0 to 2.3 times between 2020 and 2024, which reflected the dwindling ability to meet the interest requirements using operating income. The drop to the mark below 2.5 in 2024 (Brealey, Myers and Allen, 2020) can forecast the possibility of financial pressure, particularly during the period of high gearing. Less coverage will raise the risk of default and can discourage lenders. 
[bookmark: _Toc217117667]1.6 Cash Flow Ratios
Free Cash Flow (FCF)
Free Cash Flow (FCF) = Operating Cash Flow – Capital Expenditure
	Year
	Operating Cash Flow ($ million)
	Capital Expenditure ($ million)
	FCF ($ million)

	2020
	260
	120
	140

	2021
	270
	140
	130

	2022
	265
	150
	115

	2023
	260
	170
	90

	2024
	250
	180
	70


Interpretation 
Financial flexibility was lower with Free Cash Flow deteriorating by 70 million as compared to 140 million in 2020 and 2024, respectively. The steady increase in the capital expenditure rate was seen to exceed the operating cash inflows, which might have been caused by the expansion or modernisation efforts (Brigham & Ehrhardt, 2019). 
[bookmark: _Toc217117668]1.7 Corporate Failure Prediction: The Altman Z-Score
The Altman Z-Score model is a model used to measure the financial risk of distress by combining various financial ratios into a composite measure which forecasts the probability of bankruptcy (Altman, 1968). The formula is:
Z = 1.2X₁ + 1.4X₂ + 3.3X₃ + 0.6X₄ + 1.0X₅
Where:
X₁ = Working Capital / Total Assets
X₂ = Retained Earnings / Total Assets
X₃ = EBIT / Total Assets
X₄ = Market Value of Equity / Book Value of Total Liabilities
X₅ = Sales / Total Assets
Interpretation:
Z < 1.8 → Financial Distress Zone
1.8 ≤ Z ≤ 3.0 → Grey Zone
Z > 3.0 → Safe Zone
Using this model will enable the CFO to determine the likelihood of insolvency and come up with preventive strategies. A falling Z-Score of General Electronics would imply the necessity to perform urgent debt restructuring, cost management, and capital optimisation (Ross et al., 2021).
[bookmark: _Toc217117669]1.8 Benchmarking and Trend Analysis
Key Trends:
· The rising leverage and the decreasing interest coverage point to the rising financial risk.
· Profitability and EPS are decreasing.
· The efficiency of liquidity and cash flow is declining.
· The asset utilisation (TAG) is decreasing, and it would mean that the resources are not deployed effectively.
Strengths:
· Stable revenue growth.
· Reinvestment by way of capital expenditure.
· Medium dividend policy indicates a possible reinvestment.
Threats:
· Reduced free cash flow and lowering Z-Score.
· The possibility of loss of investor confidence because of declining EPS and dividend yield.
[bookmark: _Toc217117670]2. Working Capital Management Analysis
[bookmark: _Toc217117671]2.1 Introduction
The operational resilience and financial sustainability of any firm is largely dependent on effective working capital management. In the case of General Electronics which is a multinational consumer electronics company that is currently experiencing low performance and liquidity stress, a working capital optimisation is the only method to survive and rejuvenate its strategies. Working capital defines how the firm can finance its daily operations, fulfil short-term liabilities, and provide uninterrupted production and sales (Arnold and Lewis, 2019). 
[bookmark: _Toc217117672]2.2 Assessing the Cash Operating Cycle
Cash conversion cycle (CCC) as an indicator of working capital efficiency measures the number of days the cash is outlayed to purchase inventory and received as cash. It is calculated as:
CCC = Inventory Days + Receivables Days minus Payable Days (Deloof, 2003).
This ratio measures the duration of time that the cash of a company is held in the operational process but is not converted into a liquid form. A less long CCC means that it has well managed its working capital and a longer CCC means that it has inefficiencies in its cash flow that can limit its liquidity and dependence on external borrowing (Shin and Soenen, 1998).
In the case of General Electronics, the more recent financial performance shows that the CCC is becoming longer mainly because of the slower inventory turnover and the longer time taken to collect the receivables. Electronics business is characterised with high technological change and obsolescence of products; therefore, long inventories may cause value erosion/write-offs (Fullerton, McWatters and Fawson, 2003). 
As an example, assuming the CCC of the firm has increased to 90 days in the last five years, it means that the cash is held in the operations of the firm almost an extra month, increasing the liquidity risk. Thus, the strategic goal that should be pursued by CFO is to reduce the CCC by increasing the inventory turnover, by tightening up the receivable management, and maximising the payables deferral without adversely affecting the supplier relationships.
[bookmark: _Toc217117673]2.3 Working Capital Challenges
a. Excessive Inventory Levels
One of the most important challenges is inventory management. The competitive pressures and product diversification have resulted in the company having a huge number of stocks in different regions. This results in stocking up which is overstocking especially on goods that are not moving (Atrill and McLaney, 2022). 
b. Sluggish Collection of Receivables
The decreasing value of the current ratio of receivables 8.0 to 6.0 times between 2020 and 2024 indicates that it is worsening in terms of credit control (Petersen and Rajan, 1997). Extensive credit periods being granted to wholesalers or retailers decreases the cash inflows in the short run and can increase the risk of bad debts. 
c. Limited Payables Optimisation
Although paying the supplier late will enhance short-term liquidity, too much deferral will harm the relationship between the supplier, and this could cripple the supply chain (Lamberson, 1995). 
[bookmark: _Toc217117674]2.4 Strategies to Improve Liquidity 
[bookmark: _Toc217117675]2.4.1 Inventory Optimisation
Implementation of Just-in-Time (JIT), and lean inventory management methods may help eliminate holding costs significantly and avoid obsolescences. JIT passes production plans and demand projections and makes sure that raw materials are received when required (Hillier et al., 2021). This strategy though demands good suppliers and strong logistics systems. Even more accuracy and a decrease in safety stock can be achieved by the implementation of demand forecasting tools and predictive analytics based on real-time sales information (Fullerton, McWatters and Fawson, 2003).
[bookmark: _Toc217117676]2.4.2 Receivables Management
Better cash can be made by enhanced receivables management. The CFO must adopt stringent credit policies, creditworthiness cheques and automated invoicing platforms to quicken bills. Dynamic discounting is another technique that can be used to encourage early payment with small discounts on early payment (Hillier et al., 2021). Although factoring minimises administrative costs, it should not be relied upon without restraint so that it does not generate finance costs that are too high (Petersen and Rajan, 1997).
[bookmark: _Toc217117677]2.4.3 Payables and Supplier Financing
Optimisation of payables can be as a result of negotiating a longer credit period or using reverse factoring. In reverse factoring, the bank makes advance payments to the suppliers on behalf of the buyer, and the company settles the bank in the future, at agreed rates (Brealey, Myers and Allen, 2020). 
[bookmark: _Toc217117678]2.4.4 Concentrated Cash Management
Establishing a centralised treasury will enable General Electronics to consolidate cash assets across the globe and distribute the liquidity accordingly. This will limit free cash reserves in certain areas and eliminate shortages elsewhere. Netting and multicurrency cash pooling arrangements can reduce the transaction expenses and avoid foreign exchange risk (Arnold and Lewis, 2019).
[bookmark: _Toc217117679]2.5 Comparison of Short-Term and Long-Term Financing Options
[bookmark: _Toc217117680]2.5.1 Short-term Financing Alternatives
Short-term financing gives instant liquidity and comprises of bank overdrafts, trade credit and commercial papers. These tools are versatile and appropriate in addressing temporary cash shortages (Ross et al., 2021). Nevertheless, they are associated with risks like changes in interest rates, the pressure to refinance, and unavailability of credit in recession periods. 
[bookmark: _Toc217117681]2.5.2 Long-Term Financing Options
Stability comes with long-term financing such as issuing bonds, long-term loans, or infusion of equity (Brigham and Ehrhardt, 2019). Bonds suit refinancing the current high cost debt whereas equity issue improves liquidity without high leverage. Equity financing, however, can dilute the ownership and possibly lower the earnings per share, which may impact the mood of investors (Hillier et al., 2021).
An ideal financing structure is one that is balanced. Short-term facilities can help the firm to deal with seasonal changes, but long-term capital can be used to conduct strategic restructuring or settle debts. 
[bookmark: _Toc217117682]2.6 Global Considerations in Working Capital Management
a. Exchange Rate Risk and Currency Risk
The value of receivables or the cost of paying the payables in other currencies may be eroded or heightened by fluctuations in the exchange rates. To control these exposures, the CFO should use hedging tools like forward contracts, and currency swaps (Arnold and Lewis, 2019).
b. Regulation and Tax Differentiations
Various legal jurisdictions have different tax policies, importation taxes, and restrictions on the movement of capital. These are able to postpone cross-border cash transactions or turn an intercompany loan to be expensive. 
c. Cultural and Market Differences
The customer payment behaviour and supplier credit practises are different in the world market. In the emerging markets, the payment cycle is usually longer, and specific credit policy is needed. The CFO has to develop region-based working capital policies with global control and local adaptable policies (Hillier et al., 2021).


[bookmark: _Toc217117683]3. Strategic Financial Restructuring Plan for General Electronics
[bookmark: _Toc217117684]3.1 Introduction
Restructuring of finances is vital in recovery of solvency, competitiveness, and sustainability of a distressed firm. The overall objective as the new Chief Financial Officer (CFO) of General Electronics is to formulate a restructuring strategy that will rebalance the capital structure of the firm, increase liquidity, and restore confidence of the shareholders. 
[bookmark: _Toc217117685]3.2 Financial Restructuring Alternatives
[bookmark: _Toc217117686]3.2.1 Divestiture and Asset Rationalisation
One of them is a divestiture, which is a strategic sale or spin-off of non-core or low performing assets to simplify operations and increase liquidity (Brealey, Myers and Allen, 2020). In the case of General Electronics, the cash outlay can be realised by selling unprofitable units like old product lines or those that have low margins in the geographical markets, to generate instant cash to pay off the debts and build the balance sheet.
Divestiture further allows the management to concentrate on profitable core activities especially emerging segments such as smart home systems and sustainable consumer technologies. Nevertheless, the strategy of divestment should be well-thought to prevent selling of strategic assets at low prices at a time of a decline in the market (Ross et al., 2021).
An effective divestiture must entail a proper asset valuation through the discounted cash flow (DCF) and market multiples to realise fair values. It has been observed that some historical evidence indicates that companies that conduct well-planned divestitures tend to get a positive abnormal return because of enhanced focus and capital allocation (Hillier et al., 2021).
[bookmark: _Toc217117687]3.2.2 Mergers, Strategic Alliances and Acquisitions
Some of the synergetic benefits that can be realised on a merger or strategic alliance include sharing of technology, reduction of costs and expansion of the market. There is the possibility of a horizontal merger with another international electronics manufacturer that would help in better economies of scale, lessening of the need to duplicate R&D, and greater bargaining power with the supplier. Vertical integration, including acquisition of a supplier of semiconductors, would also stabilise the input costs and enhance the supply chain resilience (Brigham and Ehrhardt, 2019).
Mergers open the way to reorganise the activities, streamline production and capitalise on merged distribution channels. Nevertheless, alignment of governance and cultural integration are still the most important success factors. It has been found that more than 60 percent of mergers fail to achieve anticipated synergies because of integration issues and ineffective due diligence (Arnold and Lewis, 2019). 
[bookmark: _Toc217117688]3.2.3 Equity Injection and Recapitalisation
Equity injection this is where capital is raised by means of new share issues or a private placement or other strategic investor relations. This strategy can play an important role in enhancing the financial status of General Electronics as it will decrease leverage and increase the debt-to-equity ratio (Hillier et al., 2021). 
There are various ways of organising an equity injection:
Right issues: in this case, current shareholders are able to retain a corresponding amount of stock.
Partnership with private equity: brings external investors who have knowledge in operation.
Government or institutional funding: can be given to technology-oriented companies that aim at innovations and green transformation (OECD, 2020).
[bookmark: _Toc217117689]3.3 Evaluating the Impact of Restructuring Options
	Restructuring Option
	Impact on Shareholder Value
	Impact on Debt Structure
	Impact on Operational Flexibility
	Potential Risks/Limitations
	Supporting References

	Divestiture
	Enhances value through selling off those assets that are not performing as well thus inflating the returns on capital and confidence among investors.
	Improves leverage reduction by the sale proceeds which was leveraged to repay high interest debt to improve the gearing and interest coverage ratios.
	Makes the business lean, and focuses the management on the business areas; increases agility in decision making.
	Underestimating in challenged markets is a possibility; there is even a possibility of losing strategic assets.

	Brealey, Myers & Allen (2020); Hillier et al. (2021)

	Strategic Alliance
	Creation of long-term shareholder value by liaising synergies in costs, market expansion and joint innovation.
	May merge holdings, advance the creditworthiness and conditions of refinance; can create economies of scale of financing.
	Increases flexibility in terms of resourcepooling and market penetration but integration may restrain operations initially.
	Integration, cultural risk is high; power of synergy is unpredictable.
	Brigham & Ehrhardt (2019); Arnold & Lewis (2019)

	Equity Injection
	Increases the investor confidence because the degree of solvency is increased and the degree of financial distress decreases; possible growth in market value in the long-term.
	Strengthens the equity base, decreases the D/E ratio and payment of interest; increases borrowing capacity.
	Borrows money to finance innovation and restructuring which cannot be repaid but with new investors it can be enforced.
	
	



[bookmark: _Toc217117690]3.4 International and Ethical Concerns
[bookmark: _Toc217117691]3.4.1 Cross-border Structures and Taxation
The ability to operate in various jurisdictions makes General Electronics vulnerable to confusing tax systems. The decisions to restructure, e.g., mergers or divestitures, should consider the tax effects, i.e., capital gains taxes, withholding taxes, and transfer pricing regulations (Arnold and Lewis, 2019).
Transparency and corporate integrity require the CFO to make sure that OECD Base Erosion and Profit Shifting (BEPS) requirements are fulfilled (OECD, 2020).
[bookmark: _Toc217117692]3.4.2 Currency Risk Management
Due to its international presence, General Electronics is very sensitive to currency volatility particularly when its revenues and costs are made in various currencies. Reported earnings and cash flows may be inaccurate due to currency fluctuations. These risks can be eliminated with the use of hedging instruments, including forward contracts, options, and currency swaps (Hillier et al., 2021).
The CFO is advised to entrench the risk management policies into the wider restructuring process to stabilise the performance in terms of global financials.

[bookmark: _Toc217117693]3.4.3 Corporate Social Responsibility (CSR) and Ethical Finance
Restructuring cannot be based on financial revival only, but it must also be guided by ethical and sustainable points. Shareholders are becoming more interested in companies that have high levels of ESG (Atrill and McLaney, 2022). The CFO needs to make CSR a part of the restructuring plan by:
· Investment in environmentally friendly technologies;
· Supply chains: fair labour practises;
· Ensuring clear communication with the stakeholders.
Ethical governance also helps create trust in the long-run between the shareholders and boosts brand image, especially in a sector that has been condemned over electronic waste and consumption of resources. 
[bookmark: _Toc217117694]3.5 Recommended Restructuring Strategy
Restructuring: It is proposed that a hybrid restructuring strategy will be implemented:
Sell Non-Core Divisions: Sell non-performing business units to raise money to settle debt and invest in innovation.
Introduce Equity Infusion: Issue a rights issue to strategic ESG investors in order to reinforce equity and establish a message of confidence.
Seek Strategic Alliance: Form a joint venture with a technology player to share the benefits of innovation and joint R&D without the risks of complete merger.
Restructure Debt Portfolio: Refinance the high interest liabilities through the long-term fixed rate instrument to minimise interest and inflation risk.
Enhance Global Governance: In order to manage both currency and liquidity risks, establish a central treasury position and a risk management mechanism.

[bookmark: _Toc217117695]3.6 Conclusion
General Electric restocking of its finances must not be limited to the restoration of its balance sheet, its financial, operational and moral realignment is needed. The firm can use divestiture, equity recapitalisation and targeted alliances in restoring the firm to its solvency and rewining the confidence of the market. 
[bookmark: _Toc217117696]4. Investment Appraisal and Capital Budgeting
[bookmark: _Toc217117697]4.1 Introduction
The critical element of corporate financial management is investment appraisal, which gives analytical foundation in the decisions of capital allocation (Arnold and Lewis, 2019). This is aimed at ensuring that the projects are discovered to maximise shareholder value without jeopardising financial stability. Being a new CFO of a General Electronics, a financially troubled multinational, it is necessary to use the strict capital budgeting methods to make the limited financial resources better allocation. The section compares three competing investment projects, which are Projects A, B, and C, with the help of various appraisal techniques Payback Period (PBP), Accounting rate of return (ARR), and Net Present Value (NPV), Profitability Index (PI), and Internal rate of return (IRR).
The analysis will assume a 10 percent discount rate, which represents a weighted average of the cost of capital (WACC) in the firm, and depreciation to zero at a straight line over the five years. Due to the liquidity position of the company, a capital rationing limit of £60 million is applied. The analysis will determine the best combination of projects that is value-accretive to be done with this financial constraint.
[bookmark: _Toc217117698]4.2 Project Overview

	Project
	Initial Investment (£m)
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5
	Total Cash Inflows (£m)

	A
	40
	10
	12
	14
	10
	8
	54

	B
	30
	6
	6
	6
	6
	6
	30

	C
	50
	5
	10
	20
	25
	15
	75



The characteristics of risk-return in each project are different. In project A, there is a gradual yet average cash inflow, which indicates that the operations are stable. Project B is a low-volatility investment of constant returns and low risk. On the other hand, the Project C is back-loaded and produces substantial cash flows over the years, which is characteristic of greater risk but greater reward (Hillier et al., 2021).

[bookmark: _Toc217117699]4.3 Payback Period (PBP)

The PBP is the time taken to have cumulative cash inflows that are equivalent to the initial investment. It is a liquidity-oriented, which is favoured in the conditions of uncertainty due to its ability to determine how the capital can be restored in a short time (Atrill & McLaney, 2022).
	Project
	Cumulative Cash Flow (£m)
	Payback Period

	A
	Yr1:10, Yr2:22, Yr3:36, Yr4:46
	Between Yr3 and Yr4 → 3.3 years

	B
	Yr1:6, Yr2:12, Yr3:18, Yr4:24, Yr5:30
	5 years

	C
	Yr1:5, Yr2:15, Yr3:35, Yr4:60
	Between Yr3 and Yr4 → 3.6 years



Interpretation:
Project a breaks even within the least amount of time (3.3 years), and closely after it is Project C (3.6 years). Project B is also not attractive during liquidity stress because it has a longer recovery period (5 years). PBP, however, does not take into consideration post-payback cash flows and time value of money, which restricts its applicability in strategic and long-term decisions (Brealey, Myers and Allen, 2020).
[bookmark: _Toc217117700]4.4 Accounting Rate of Return (ARR)

ARR= 

Assuming straight-line depreciation:
	Project
	Average Annual Cash Flow (£m)
	Depreciation (£m)
	Average Profit (£m)
	ARR (%)

	A
	10.8
	8
	2.8
	7.0%

	B
	6.0
	6
	0
	0%

	C
	15.0
	10
	5.0
	10.0%



Interpretation:
Project C has the best ARR (10 percent) which is higher than the cost of capital and has a better accounting profitability. The ARR of 7% in Project A is moderate whereas in Project B, ARR is 0% and is therefore not an accounting gain. Despite being easy to comprehend, ARR is less effective to appraise investment because it is based on accounting numbers and not cash flows (Ross et al., 2021).
[bookmark: _Toc217117701]4.5 Net Present Value (NPV)
NPV discounts future cash inflows to their present value using the 10% discount rate:
NPV= 
	Year
	
	Discount Factor (10%)
	Project A (£m)
	Project B (£m)
	Project C (£m)

	1
	
	0.909
	9.09
	5.45
	4.55

	2
	
	0.826
	9.91
	4.96
	8.26

	3
	
	0.751
	10.51
	4.51
	15.02

	4
	
	0.683
	6.83
	4.10
	17.08

	5
	
	0.621
	4.97
	3.73
	9.32

	Total PV
	
	—
	41.31
	22.75
	54.23

	NPV
	
	—
	+1.31
	–7.25
	+4.23



Interpretation:
Project C generates the most NPV (£4.23m) and then Project A (£1.31m). Project B has a negative NPV and this implies value destruction. He ascertains wealth creation directly, and thus must be the main criterion of decision (Brealey, Myers and Allen, 2020).
[bookmark: _Toc217117702]4.6 Profitability Index (PI)
PI measures value created per pound invested:
PI= 

	Project
	PV of Inflows (£m)
	Initial Investment (£m)
	PI

	A
	41.31
	40
	1.03

	B
	22.75
	30
	0.76

	C
	54.23
	50
	1.08



Interpretation: 
Projects A and C are greater than 1.0 which is an indication of a positive value creation. The larger PI of project C (1.08) demonstrates greater effectiveness in creating a value-per-pound investment whereas the 0.76 of project B supports the rejection. PI especially comes in handy under capital rationing to prioritise projects in terms of relative efficiency of returns (Hillier et al., 2021).

[bookmark: _Toc217117703]4.7 Internal Rate of Return (IRR)
IRR represents the discount rate that equates NPV to zero:
0=∑CFt(1+IRR) t−Initial Investment0 = \sum \frac {CF_t}{(1 + IRR)^t} - \text{Initial Investment}0=∑(1+IRR)tCFt​​−Initial Investment 
Using interpolation:
	Project
	Approx. IRR (%)

	A
	11.5%

	B
	8.0%

	C
	13.2%



Interpretation:
Project C once again performs better with IRR of 13.2 which is much higher than 10% hurdle rate thus high profitability. Project A is slightly above the benchmark (11.5%), whereas Project B does not reach the benchmark (8%). IRR is a supplement to NPV, which quantifies returns in the form of a rate, but it is inaccurate in comparing projects of different sizes or atypical cash flows (Brigham and Ehrhardt, 2019).

[bookmark: _Toc217117704]4.8 Capital Rationing Analysis
Given the £60 million capital constraint, the objective is to maximise total NPV within this limit:
	Project Combination
	Total Investment (£m)
	Total NPV (£m)
	Feasible?

	A + B
	70
	Exceeds budget
	No

	A + C
	90
	Exceeds budget
	No

	B + C
	80
	Exceeds budget
	No

	A only
	40
	+1.31
	Yes

	C only
	50
	+4.23
	Yes

	A + part of B
	60
	Approx. +1.31 (A) + proportional NPV (–3) = –1.7
	No



Result:
Project C alone offers the best NPV (£4.23m) and PI (1.08) in the constraint with the limited funds of only 60 million. It also shows excellent performance of ARR and IRR. Project C has more profitability which justifies prioritisation, although it should be ensured that the concentration of its cash flow at a later time is done by liquidity planning as the Project A is acceptable enough.








[bookmark: _Toc217117705]5. Conclusion

The General Electronics financial turnaround will need a short term and a long-term response to both recover liquidity and strategic renewal respectively. It has been pointed out in the review that the working capital management had structural weaknesses that were excessive reliance on debts financing and low usage of assets that contributed to serious weakened profitability and solvency. The investment will help the company to increase its cash flow and the resilience of its business, particularly during times of crisis due to effective working capital reforms, such as inventory rationalisation, receivables tightening, and optimisation of payables (Deloof, 2003; Hillier et al., 2021). The investment appraisal selected Project C as the most valuable one based on the NPV and the highest IRR; it creates the highest value under the conditions of a capital rationing constraint, which is associated with a sustainable profitability objective (Brealey, Myers and Allen, 2020). General Electronics can overcome the crisis and transition to the competitiveness with the expertise of finances and the skills of strategy to ensure that the stakeholders regain market credibility and value in the long-term.
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7.1 Ratio Tables
Profitability Ratios
	Year
	Gross Profit Margin (%)
	Operating Profit Margin (%)
	Return on Assets (ROA %)
	Return on Equity (ROE %)

	2020
	28.7
	6.1
	7.6
	12.3

	2021
	28.7
	3.9
	3.1
	1.9

	2022
	28.1
	2.7
	0.1
	0.2

	2023
	23.2
	-20.3
	-27.6
	-54.9

	2024
	28.9
	-3.9
	-5.7
	-15.7



Liquidity Ratios
	Year
	Current Ratio
	Quick Ratio
	Cash Ratio

	2020
	1.82
	1.12
	0.32

	2021
	1.55
	1.01
	0.28

	2022
	1.56
	0.91
	0.31

	2023
	1.61
	0.96
	0.27

	2024
	1.53
	0.87
	0.17





Efficiency Ratios
	Year
	Inventory Turnover (x)
	Receivables Turnover (x)
	Total Asset Turnover (x)

	2020
	3.64
	4.75
	1.20

	2021
	4.48
	4.67
	1.18

	2022
	2.79
	4.83
	1.08

	2023
	3.63
	3.73
	1.18

	2024
	3.54
	3.46
	1.22



Gearing Ratios
	Year
	Debt-to-Equity Ratio
	Interest Coverage (x)
	Debt Ratio

	2020
	0.63
	26.2
	0.39

	2021
	0.63
	41.1
	0.46

	2022
	0.88
	7.0
	0.47

	2023
	0.99
	-19.7
	0.50

	2024
	1.11
	-4.6
	0.53







7.2 Graphs
1.	Profitability Trends (ROA & ROE)

Line chart showing declining ROA and ROE from 2020 to 2024

2.	Liquidity Trends (Current & Quick Ratios)

Bar chart comparing current and quick ratios over five years to indicate liquidity constraints.
3.	Efficiency Ratios (Inventory & Receivables Turnover)

Line chart highlighting operational efficiency trends.

4.	Gearing and Interest Coverage


Dual-axis chart showing rising debt-to-equity and falling interest coverage, illustrating increasing financial risk.


7.3 Investment Appraisal Calculations
Investment Project Details
	Project
	Initial Investment (£m)
	Net Cash Inflows (£m, Years 1–5)

	A
	40
	10, 12, 14, 10, 8

	B
	30
	6, 6, 6, 6, 6

	C
	50
	5, 10, 20, 25, 15


Discount rate = 10%
Depreciation = Straight-line to zero.

1. Payback Period (PBP)
	Project
	Payback Period (Years)

	A
	3.6

	B
	5.0

	C
	3.4


Interpretation: Project C has the shortest payback period, enhancing liquidity recovery potential.
2. Accounting Rate of Return (ARR)
	Project
	Average Annual Profit (£m) *
	ARR (%)

	A
	10.8
	27.0

	B
	6.0
	20.0

	C
	15.0
	30.0


Assumes depreciation charged equally across five years.

3. Net Present Value (NPV)
	Year
	Discount Factor (10%)
	Project A (£m)
	Project B (£m)
	Project C (£m)

	1
	0.909
	9.09
	5.45
	4.55

	2
	0.826
	9.91
	4.96
	8.26

	3
	0.751
	10.51
	4.51
	15.02

	4
	0.683
	6.83
	4.10
	17.08

	5
	0.621
	4.97
	3.73
	9.32

	Total PV
	
	41.31
	22.75
	54.23

	NPV (£m)
	
	+1.31
	-7.25
	+4.23


Interpretation: 
Projects A and C yield positive NPVs, while B is financially unviable. Project C provides the highest value addition.





4. Cumulative Cash Flow (CCF) Schedule
	Year
	Project A (£m)
	Cumulative A (£m)
	Project B (£m)
	Cumulative B (£m)
	Project C (£m)
	Cumulative C (£m)

	0
	(40)
	(40)
	(30)
	(30)
	(50)
	(50)

	1
	10
	(30)
	6
	(24)
	5
	(45)

	2
	12
	(18)
	6
	(18)
	10
	(35)

	3
	14
	(4)
	6
	(12)
	20
	(15)

	4
	10
	+6
	6
	(6)
	25
	+10

	5
	8
	+14
	6
	0
	15
	+25



Profitability Trends

ROA(%)	2020	2021	2022	2023	2024	7.6	3.1	0.1	-27.6	-5.7	ROE(%)	
2020	2021	2022	2023	2024	12.3	1.9	0.2	-54.9	-15.7	


Liquidity Trends

Current Ratio	2020	2021	2022	2023	2024	1.82	1.55	1.56	1.61	1.53	Quick Ratio	2020	2021	2022	2023	2024	1.1200000000000001	1.01	0.91	0.96	0.87	


Efficiency Ratios

Inventory Turnover(x)	2020	2021	2022	2023	2024	3.64	4.4800000000000004	2.79	3.63	3.54	Receivables Turnover(x)	2020	2021	2022	2023	2024	4.75	4.67	4.83	3.73	



Gearing and Interest Coverage

Y-Values	0.63	0.63	0.88	0.99	1.1100000000000001	2.7	41.1	7	-19.7	-4.5999999999999996	
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