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[bookmark: _Toc217195846]Introduction
Global consumer electronics industry has been under stressful financial pressure and pressure in the last decade because of various technological innovations, decreasing product life cycles, disruption of supply chains and a global competitive pressure. As of 2020, external shocks like the COVID-19 pandemic, shortages of semiconductors, and inflationary pressures as well as fluctuating exchange rates further stressed the financial stability of multinational electronics companies (McKinsey & Company, 2021; OECD, 2022).
General Electronics is a multinational company that is in the dynamic industry and is currently experiencing serious financial and operational problems. Fading margins, ineffectiveness in the management of the working capital, and excessive use of debt financing has reduced the shareholder value and limited the strategic flexibility. In the modern financial management literature, it is important to note that in times of corporate distress, the Chief Financial Officer (CFO) plays the critical role of diagnosing financial weaknesses, restoring liquidity, and making value-creating investment decisions (Brigham and Daves, 2022; Atrill and McLaney, 2024).





[bookmark: _Toc217195847]1. Financial Health Analysis of General Electronics.
[bookmark: _Toc217195848]1.1 Introduction
A financial health check is a systematic review of the financial performance, stability and risk exposure of an organisation on the basis of the past financial records. In the case of General Electronics, it is a critical evaluation because the company has lost competitiveness and is increasingly suffering financially, in the international consumer electronics market. This type of analysis allows to identify the negative trends, potentially existing weaknesses, and possible early warning signs of the corporate failure and make informed strategic decisions and plan the financial turnaround (Atrill and McLaney, 2024; Brigham and Daves, 2022).
[bookmark: _Toc217195849]1.2 Profitability Analysis
Profitability ratios determine the performance of the firm in terms of its capacity to achieve profits based on sales, assets and equity of the shareholders. General Electronics has continued to record a steady fall in the gross, operating and net profit margins which is a sign of increasing costs and decreasing buying power. The quality of returns on assets and equity has also worsened, showing ineffective use of assets, high levels of financial leverage. All these trends indicate that the company is not turning the revenue into long-term sustainable profits, which is diminishing shareholder value and elevates the financial risk in the long run (Palepu et al., 2020; Atrill and McLaney, 2024).
[bookmark: _Toc217195850]1.2.1 Gross Profit Margin (GPM)
GPM= ×100
	Year
	Gross Profit (£m)
	Net Sales (£m)
	GPM (%)

	2024
	113,994
	394,879
	28.9

	2023
	97,560
	420,457
	23.2

	2022
	152,292
	542,751
	28.1

	2021
	173,016
	601,602
	28.8

	2020
	176,256
	614,680
	28.7



Interpretation: General Electronics has experienced an evident decline in its Gross Profit Margin (GPM) in 2023, with its value dropping sharply to 23.2% amid rather consistent rates between 2020 and 2022, 28-29. This has indicated high increment in the cost of goods sold to sales which was probably caused by high costs of raw materials, and disrupted global supply chain and added energy and logistics costs to the consumer electronics industry in this time frame. Even though GPM is increasing to 28.9% in 2024, it is accompanied by a significant decrease in net sales, implying that the increase in margin may be partially attributed to the reduction or elimination of expenses or product mix, as opposed to better market competitiveness. All in all, the fluctuation of GPM reflects the susceptibility of General Electronics to the cost pressure and inability to consistently transfer the higher costs to the customers, which would pose the risk of a lack of sustainable profitability in case the reduction in revenue persists (Atrill and McLaney, 2024; Brigham and Daves, 2022).
[bookmark: _Toc217195851]1.2.2 Operating Profit Margin (OPM)
OPM=×100
	Year
	Operating Income (£m)
	OPM (%)

	2024
	(15,297)
	-3.87

	2023
	(85,301)
	-20.3

	2022
	14,548
	2.68

	2021
	23,253
	3.87

	2020
	37,267
	6.06



Interpretation: Operating Profit Margin (OPM) of General Electronics over the period of five years shows that it has had a severe and continued decline that is currently moving, instead of having a healthy value of 6.06% in 2020, to an unfavourable margin of -20.3 in 2023. This drastic fall represents the fact that operating costs such as administrative costs, marketing costs and restructuring costs have also grown significantly compared to sales. In spite of the fact that the increase of operation losses also decreased in 2024 and OPM is now at -3.87, the company is still operating at a loss (Atrill and McLaney, 2024; Brigham and Daves, 2022). 
[bookmark: _Toc217195852]1.2.3 Net Profit Margin (NPM)

NPM= ×100
	Year
	Net Income (£m)
	NPM (%)

	2024
	(24,029)
	-6.09

	2023
	(98,238)
	-23.37

	2022
	407
	0.07

	2021
	5,301
	0.88

	2020
	38,572
	6.28



Interpretation: Net Profit Margin (NPM) of General Electronics shows that the overall profitability is being eroded severely over the five years. NPM dropped drastically as a robust 6.28% in 2020 dropped to fringe profitability in 2021 (0.88%), and 2022 (0.07%) before becoming significantly negative in 2023 (-23.37%). This implies that increasing operating losses, increasing finance costs increased and possible impairment or restructuring charges have subdued revenues. In 2024 (loss of -6.09 percent), the company lost profitability at the net level, but the losses have decreased. The continuing negative NPM makes it clear that General electronics cannot translate sales into bottom-line earnings, compromising shareholder value, and raising the risk of insolvency. The long-term financial sustainability is questionable without the long-term recovery in the performance and financial reorganization (Brigham and Daves, 2022; Atrill and McLaney, 2024).



[bookmark: _Toc217195853]1.2.4 Return on Assets (ROA)

ROA=×100​
	Year
	ROA (%)

	2024
	-7.44

	2023
	-27.6

	2022
	0.08

	2021
	1.04

	2020
	7.56



Interpretation: The Return on Assets (ROA) of the General Electronics shows that the profitability of asset has significantly decreased during the five-year period. In 2021, ROA declined to moderate levels (1.04) and in 2022 to negative levels (0.08), and in 2023 it has reported a negative value (-27.6). The ratio is negative, although in 2024 (–7.44%), there was a recovery, which indicates that the firm continues to be inefficient in utilizing the asset base to generate earnings. The trend implies that major assets such as manufacturing plants and technical investments are not exploited or are underutilised. The constant negative ROA is an indicator of ineffective capital allocation, which justifies the necessity to conduct an asset rationalisation and operational restructuring to regain efficiency and financial sustainability (Palepu et al., 2020; Atrill and McLaney, 2024).
[bookmark: _Toc217195854]1.2.5 Return on Equity (ROE)
ROE= ×100​	​
	Year
	ROE (%)

	2024
	-15.7

	2023
	-54.9

	2022
	0.15

	2021
	1.92

	2020
	12.31


Interpretation: The analysis of the Return on Equity (ROE) of General Electronics shows that the shareholder returns have gotten drastically worse in the past five years. ROE has decreased steadily, reaching a healthy level of 12.31% in 2020 to marginal levels in 2021 (1.92%), 2022 (0.15%), and become negative in 2023 (–54.9%). Despite the reduction in losses in 2024 (--15.7%), ROE is still considerably negative, which is indicative of a large amount of shareholder value destruction. This trend is indicative of continued net losses, large financial leverage, and the loss of equity in terms of retained losses. The unprofitable ROE is a key factor that causes decreased investor confidence and prevents the firm from raising equity capital, which underlines the urgency of financial restructuring and recovery of operations to recuperate the shareholder value in the long term (Brigham and Daves, 2022; Atrill and McLaney, 2024).
[bookmark: _Toc217195855]1.3 Liquidity Analysis
Liquidity ratios measure the firm’s ability to meet short-term obligations.
[bookmark: _Toc217195856]1.3.1 Current Ratio

Current Ratio= 
	Year
	Current Assets (£m)
	Current Liabilities (£m)
	Current Ratio

	2024
	242,494
	158,291
	1.53

	2023
	258,851
	161,148
	1.61

	2022
	338,040
	216,473
	1.56

	2021
	337,146
	216,787
	1.55

	2020
	326,843
	179,510
	1.82



Interpretation: Current Ratio of General Electronics has recorded a slowing down of short term liquidity during the five-year period. Even though the ratio was still higher than the traditional 1.5 mark, there is a decrease of its value that was at a great 1.82 in 2020 to 1.53 in 2024, which means that there is a smaller buffer to cover short term commitments. The trend emphasises the importance of stricter working capital management to avoid the occurrence of liquidity stress down the line and dependence on the short-term external funding (Atrill and McLaney, 2024; Brigham and Daves, 2022). 
[bookmark: _Toc217195857]1.3.2 Quick Ratio

Quick Ratio=  
	Year
	Quick Ratio

	2024
	1.04

	2023
	1.01

	2022
	0.91

	2021
	0.97

	2020
	1.37



Interpretation: Quick Ratio of General Electronics represents the capability of the firm to cover the short-term liabilities without using their inventory. The ratio fell out of 2020 position of 1.37 to less than 1.0 in 2021 (0.97) and 2022 (0.91), then slightly above 1.0 in 2023 (1.01) and 2024 (1.04). It means that historically, the liquidity of the firm was limited without considering the inventories, which may lead to the possibility of using slow-moving inventories as a source of funds to meet the current liabilities. Even though the recent incremental improvement indicates improved cash or receivables management, its ratio is low, indicating low ability to meet unforeseen cash flow requirements. The enhancement of liquid assets and enhancement of receivables collection is important to guarantee a sustainable short-term solvency (Palepu et al., 2020; Atrill and McLaney, 2024)


[bookmark: _Toc217195858]1.4 Efficiency Ratios
Performance ratios measure how efficaciously the firm utilises belongings and manages running capital.
[bookmark: _Toc217195859]1.4.1 Inventory Turnover
Inventory Turnover=  
	Year
	Inventory Turnover (x)

	2024
	3.54

	2023
	3.66

	2022
	2.78

	2021
	3.19

	2020
	3.64



Interpretation: The Inventory Turnover ratio of General Electronics depicts that the changes during the five years are moderate. The turnover decreased to 2.78x in 2022 as compared to 3.64x in 2020, which means slower inventory turnover and possible problems with overstocking. There was some reinvention of the inventory management though slight recovery was seen in 2023 (3.66x) and 2024 (3.54x). In general, the ratio indicates the inefficiency in demand predictions and stock management, which can occupy capital and raise holding expenses. To improve the liquidity and operational efficiency, it is necessary to improve inventory planning and implement the practice of just-in-time (Atrill and McLaney, 2024; Brigham and Daves, 2022).
[bookmark: _Toc217195860]1.4.2 Accounts Receivable Turnover
AR Turnover=  
	Year
	AR Turnover (x)

	2024
	3.49

	2023
	3.74

	2022
	4.82

	2021
	4.66

	2020
	4.75



Interpretation: The Accounts Receivable (AR) Turnover of General Electronics shows that it has been on a decreasing trend in the five-year period with a 4.75x being experienced in 2020 compared to 3.49x in 2024. This means that the company is taking more time to receive payment by customers which may put a strain on the cash flow and bad debts may also be experienced. Decreasing the turnover would minimise the liquidity and emphasize on better credit control, enhanced collection practices, and reviewing credit risk to improve operational cash flow and working capital efficiency (Palepu et al., 2020; Atrill and McLaney, 2024)
[bookmark: _Toc217195861]1.5 Gearing and Solvency Ratios
Gearing assesses financial leverage and the risk of default.
[bookmark: _Toc217195862]1.5.1 Debt-to-Equity Ratio

Debt-to-Equity= 
	Year
	Debt-to-Equity (x)

	2024
	1.11

	2023
	0.99

	2022
	0.88

	2021
	0.85

	2020
	0.63



Interpretation: General electronics Debt-to-Equity ratio indicates that it is steadily increasing within the five-year period, and its value has grown to 1.11 in 2024 as compared to the year 2020 when the ratio was 0.63. This shows that the company has gradually become a heavy user of debt financing as compared to equity of shareholders. The increase of leverage increases financial risks, especially with decreasing profitability and operating losses within the past years. Increased amounts of debts will increase the interest payments and decrease financial flexibility, which will expose the firm to fluctuations in the economy and market shocks. The urgency of financial restructuring to optimise the capital structure and re-establish the investor confidence is highlighted by this trend (Brigham and Daves, 2022; Atrill and McLaney, 2024)
[bookmark: _Toc217195863]1.5.2 Interest Coverage Ratio
Interest Coverage= 

	Year
	Interest Coverage (x)

	2024
	-4.55

	2023
	-19.70

	2022
	6.61

	2021
	41.09

	2020
	26.19



Interpretation: An unfavourable trend has been observed in the Interest Coverage Ratio of General Electronics with an overall trend showing a decline of 26.19x in 2020 to -19.70x in 2023, further to a slight improvement in 2024 to -4.55x. The 2023 and 2024 negative ratios imply that the operating income is not enough to cover the interest expenses, which is an indication of high financial stress and risk of defaulting. This sort of trend provides an urgent necessity of restructuring debts, cost management, and expansion of operational efficiency to recover the solvency and keep the creditor confidence (Brigham and Daves, 2022; Atrill and McLaney, 2024).
[bookmark: _Toc217195864]1.6 Cash Flow Analysis
Operating cash flow is key to assessing liquidity sustainability.
	Year
	Net Cash from Operations (£m)

	2024
	14,822

	2023
	25,190

	2022
	10,926

	2021
	40,283

	2020
	73,392



Interpretation: General Electronics operating cash flow has fallen substantially by the close of five years, between the year 2020 and 2024, i.e., between £73,392m and 14,822m. This decreasing trend shows that the company is producing an increasing amount of less cash using its core business, although it has improved since 2022. 
[bookmark: _Toc217195865]1.7 Altman Z-Score Analysis
For a private/manufacturing firm, the Altman Z”-Score is calculated as:
Z"=6.56X1+3.26X2+6.72X3+1.05X4
Where:
X1=running Capital / general assets	
X2=Retained profits / general belongings
X3=EBIT / total property	​
X4=Book Value of Equity / Total Liabilities	​
2024 Calculation Example:
Working Capital = 242,494 – 158,291 = 84,203 → X₁ = 84,203 / 323,354 = 0.26
Retained Earnings / Assets = 208,431 / 323,354 = 0.645
EBIT / Assets = -15,297 / 323,354 = -0.047
Equity / Liabilities = 153,105 / 170,249 = 0.899
Z"=6.56(0.26) +3.26(0.645) +6.72 (−0.047) +1.05(0.899) ≈3.46
Interpretation: General Electronics has an Altman Z"-Score of 2024, which is estimated to be approximately 3.46, which is slightly above the distress level of the private/manufacturing companies. Usually, a Z"-Score of less than 1.1 is a very high risk of bankruptcy, 1.126 is a grey zone, and above 2.6 is relative financial safety (Altman, 2020). Although the current score of 2024 shows that the company is not in the stage of direct default at the moment, the decreasing trend of profitability, cash flows, and operating margins of the past years indicates increased susceptibility to financial stress. The working capital, which is reducing and the negative EBIT component indicate operation and liquidity weak points. Thus, despite the absence of the risk of immediate bankruptcy, General Electronics needs to carry out tactical financial restructuring, enhance the efficiency of operations, and increase liquidity to minimize the possibility of financial distress in the future (Brigham and Daves, 2022; Atrill and McLaney, 2024).
[bookmark: _Toc217195866]1.8 Key Trends, Strengths, and Threats

Key Trends:
· Sluggish Profitability: Gross, operating, and net profit margins have worsened significantly, both in terms of increasing costs and operating inefficiencies, and a decreasing pricing power (Brigham and Daves, 2022).
Strengths:
· Regaining Gross Margins: GPM showed some progress at the firm in 2024, which could be indicative of cost containment or product mix optimisation.
Threats:
· Huge Financial Distress Risk: The presence of negative profitability and interest coverage ratios increases the risk of bankruptcy in case of a delay in restructuring.


[bookmark: _Toc217195867]2. Working Capital Management Analysis
[bookmark: _Toc217195868]2.1 Introduction
The working capital management is also essential in maintaining liquidity, efficiency, and financial health of global companies, especially capital-intensive ones such as consumer electronics (Brigham and Daves, 2022; Atrill and McLaney, 2024). It entails balancing current assets and current liabilities to a situation in which the firm can meet its immediate duty and at the same time optimisation of the available resources. 
[bookmark: _Toc217195869]2.2 Cash Operating Cycle Analysis

The Cash Operating Cycle (COC) measures the time taken for a firm to convert cash invested in operations into cash received from sales. It is calculated as:
Cash Operating Cycle=Inventory Days + Receivables Days−Payables Days

Where:
Inventory Days = 
Receivables Days = 
Payables Days = 
Using 2024 financials:
Inventory Days:
 =108.9 days
Receivables Days:
 = 104.7 days

Payables Days:
 = 83.9 days
Cash Operating Cycle:
108.9+104.7−83.9≈129.7 days
[bookmark: _Toc217195870]2.3 Working Capital Challenges
General Electronics is experiencing a number of important working capital issues that are having a negative impact on liquidity, efficiency in operations and stability:
· High Inventory: The inventory turnover has been inconsistent in the past few years and the turnover has been low due to inventory being overstocked and bad demand forecasting. Inventory build-ups consume cash, raise holding costs, and the possibility of obsolescence (fast-moving consumer electronics) is more likely (Atrill and McLaney, 2024).
· Reduced Receivables Collection: The turnover in accounts receivable has been decreasing consistently, indicating that the collection will take a longer time and they are at risk of getting involved with a bad customer. Slow turnover in receivables limits working capital to meet operational requirements and investment (Palepu et al., 2020).
· Volatility in the Cash Flows: The operating cash flows have been declining significantly in the last five years with a declining profitability and poor conversion of cash. This limits the flexibility of the firm to finance the normal operations and strategic plans (Brigham and Daves, 2022).
[bookmark: _Toc217195871]2.4 Liquidity Improvement strategies.
In order to overcome the working capital issues at General Electronics and improve liquidity, it is suggested to use the following strategies:


Inventory Optimisation:
· Adopt Just-in-time (JIT) inventory management in order to minimize stocks and cash locked in inventory (Atrill and McLaney, 2024).
Receivables Management:
· Enhance the efficacy of collection procedures and automatize the invoicing procedure to cut the days in receivables and enhance cash accessibility (Palepu et al., 2020).
Payables Management:
· Agreement Negotiate organized supplier financing agreements which do not damage suppliers.
Cash Flow Forecasting and Monitoring:
· Use rolling cash flow forecasts in order to predict short term liquidity requirements and modify the operation activities with this.
Financing Strategies:
· Enhance a balanced approach to financing, short-term credit has been used as working capital during the season and long-term debt or equity has been used as permanent operation capital.
All of these liquidity improvement plans should serve the purpose of reducing cash operating cycle, maximising cash inflows, and increasing financial flexibility, which can stabilise the operations of General Electronics and help it to grow sustainably (Brigham and Dave’s, 2022; Atrill and McLaney, 2024).
[bookmark: _Toc217195872]2.5 Short-term vs Long-term Financing Options.
Managing working capital well entails strategic balancing between the short term and the long term financing to finance the operations as well as reducing the financial risk (Brigham and Daves, 2022; Atrill and McLaney, 2024).

1. Short-Term Financing:
Bank overdrafts, trade credit, and short term loans are all included and are normally used to fund seasonal changes in working capital.
· Benefits: It is flexible and easily accessible to capital, and it is applicable to short-term liquidity shortages.
· Cons: Refinancing risk is increased, interest cost can get higher and dependency on short-term creditors can develop relationships.
2. Long-Term Financing:
Includes term loans, bonds and equity financing, the purpose of which is to finance permanent working capital or long term operational investments.
· Benefits: Minimises the risk of refinances, stabilises cash flows and enhances the credit profile of the firm.
· Cons: Interest and repayment are nonvariable and hence when the business is performing poorly, it may be taxing on the cash flow.
General Electronics: Recommendation: A balanced financing policy is the best option because of the deteriorating profitability of the firm, high leverage, and unreliable cash flow. Long term debt or equity capital should be used to finance permanent working capital and restructuring efforts, whereas short-term instruments can be used to finance seasonal or cyclical cash requirements. This will guarantee liquidity and minimize risk of financial stress, and maintain operations throughout the turnaround process (Palepu et al., 2020; Brigham and Daves, 2022).
[bookmark: _Toc217195873]2.6 Global Considerations
When working with a multinational corporation and working capital of General Electronics, international aspects play an important role in determining liquidity, financing, and efficiency (Brigham and Daves, 2022; Atrill and McLaney, 2024). Key considerations include:

Currency Risk:
· This is because a firm would be subjected to foreign exchange variations in case it is operating in different countries, which would influence the value of receivables, payables, and cash balances.
Differences in Taxation and Regulation:
· Different tax regimes and compliance requirements in different jurisdictions may have effects on cash outflows and working capital needs timing.
Inflation and Change in Interest Rates:
· High costs of operation are caused by inflation in major markets and changing costs in the borrowing rates due to the variability of interest rates in short and long term borrowing.
Supply Chain and geopolitical risks:
· Disruption of global supply chains, trade, or geopolitical conflicts may postpone the replenishment of the inventory and increase the cash conversion cycle.
Corporate Social Responsibility (CSR) and Ethical Concerns: International business processes should follow business ethics in procurement, environmental laws and labour; this can lead to high working capital in the short run, but more sustainability and positive brand image in the long run.
[bookmark: _Toc217195874]3. General Electric 2010 Strategic Financial Restructuring Plan.
[bookmark: _Toc217195875]3.1 Introduction
General Electronics needs to restructure its financial position as a key strategic undertaking to regain the operational stability, optimize liquidity, and raise the long-term shareholders value. The company has experienced diminished profitability, increased leverage and poor liquidity over the last five years putting it at a high financial risk. The Chief Financial Officer (CFO) will play a key role in this scenario in further diagnosing the weaknesses in financial aspects, determining other restructuring alternatives, and taking the most financially viable and ethically responsible steps (Brigham and Daves, 2022; Atrill and McLaney, 2024).
[bookmark: _Toc217195876]3.2 Financial Restructuring Objectives.
The main aims of restructuring plan include the following:
· Reduce Financial Difficulties: General Electronics has had a high leverage, negative operating and net margin, and decreasing cash flows. Reorganisation will help in eliminating bankruptcy risk and stabilise the financial status of the firm.
· Revive Cash Flow and Operating Room Flexibility: It will enable the firm to sustain an adequate cash flow to fund its operations and strategic initiatives without depending heavily on expensive borrowing, through enhancing working capital efficiency, debt restructuring and adding equity.
· Optimise Capital Structure: The combination of both debt and equity will lower the weighted average cost of capital (WACC) and increase the measure of solvency, which will increase investor confidence.
· Enhance Shareholder Value: Strategic restructuring seeks to recreate profitability, regain returns on equity, and enhance market image, which creates long-term sustainable value.
[bookmark: _Toc217195877]3.3 Restructuring Options
[bookmark: _Toc217195878]3.3.1 Debt Restructuring
Restructuring of debt is important in alleviating financial burden that is brought about by high leverage and negative interest cover ratios. Options include:
· Debt Refinancing: Negotiating with debt holders to increase maturities or reduce interest rates or consolidating debt would help lower short-term cash flows, enhance interest coverage, and buy time to recover operations.
· Debt-for-Equity Swaps: A part of the debt can be converted into equity and thereby less interest will be paid and debt to equity will reduce the leverage and will enhance the solvency ratios and the shareholder confidence will be increased. 
Impact: The measures enhance liquidity, lower the risks of bankruptcy, and portray proactive financial management to creditors and investors.
[bookmark: _Toc217195879]3.3.2 Equity Injection
The equity financing enhances the capital base of the firm and contributes to liquidity to fund operations and strategies. Options include:
· Rights Issues: The current shareholders are given the option of acquiring shares which allow the current shareholders to retain their proportional ownership in the company whilst providing capital.
· Private Placements or Strategic Investors: Institutional or Strategic investors will provide a source of capital and industry experience.
[bookmark: _Toc217195880]3.3.3 Dive sales and Rationalisation of assets.
The sale of unrelated or performing business units would provide cash to settle off debt, or invest back in the operations that are profitable. Steps include:
· Non-Core Assets: Units that have low returns, are highly maintained or lack strategic value.
· Sale or Leaseback of Assets: Turning fixed assets into cash and not disposing of them, but continuing to use them when feasible.
Impact: Divestitures concentrate on profitable areas, enhance operational activities and raise capital to clear debt and fund strategic initiatives.
Mergers/strategic partnerships may help achieve competitiveness, economies of scale, and technological competences without incurring the entire expense of development internally. Considerations include:
· Synergies: Saving by unified work and purchasing strength.
· International Growth: The availability of new markets, customers and channels.
· Risk Sharing: Strategic alliances provide an opportunity to share operational risks and investment costs.
Issues: There are risks of integration, cultural, regulatory compliance, and strategic goal alignment that have to be handled.
[bookmark: _Toc217195881]3.4 effects on the value of the shareholders and capital structure.
Shareholder Value: Once the debt is reduced and there is increased performance in the operations, the investor confidence is regained. When the restructuring results are positive, then the share prices are stabilised and long-term returns are boosted.
· Debt Structure: Leverage is reduced which lowers interest costs and increases interest coverage leading to increased financial strength.
· Operational Flexibility: Rationalisation of assets and the acquisition and maintenance of stable financing enables the firm to respond efficiently to market changes, invest into innovation and strategic growth.
[bookmark: _Toc217195882]3.5 International Multinational Factors in restructuring.
· Currency Risk: Financing, divestitures and operations of the firm in more than one country expose the firm to the changes in exchange rates as well. This risk can be reduced by hedging schemes (forward, swaps).
· Taxation: Tax systems that are international influence debt settlement, equity issues and divestitures. Effective tax planning is a requirement to maximise the cash flows.
· Interest Rate and Inflation Risk: Global financing choices should consider the different interest rates and inflation pressure in order to ensure the cost of servicing debts remains predictable.
· Supply Chain and Geopolitical Risks: Global sourcing problems demand contingency solution and diversified suppliers, to cushion cash flow.
· CSR and Ethical Compliance: Ethical financing, responsible sourcing, and compliance with environmental standards will improve reputation and contribute to sustainable growth (Atrill and McLaney, 2024).


[bookmark: _Toc217195883]3.6 Plan of Financial Restructuring Recommended.
Immediate Measures:
· Do debt refinancing and negotiate lower rates of interest.
· Use debt-for-equity swaps to lower leverage and interest rate.
Medium-Term Measures:
· Increase liquidity by raising equity capital by way of strategic investors or rights issues.
· Dispose non-core or performing business units to acquire cash to pay debt and invest in operations.
Long-Term Measures:
· Seek strategic alliances or mergers in order to improve efficiency in the operations, global market penetration and technological competency.


[bookmark: _Toc217195884]4. Investment Appraisal and Capital Budgeting.
4.1 Introduction
Investment appraisal is basic for common hardware to designate restricted capital productively and back its turnaround procedure. With capital proportioning imperatives of £60 million, selecting ventures that boost shareholder esteem while relieving chance is fundamental (Brigham and Daves, 2022; Atrill and McLaney, 2024). This area assesses three proposed projects – Project A, Extend B, and Venture C – using numerous evaluation procedures: Payback Period (PBP), Bookkeeping Rate of Return (ARR), Net Show Esteem (NPV), Benefit Record (PI), and Inside Rate of Return (IRR). 
[bookmark: _Toc217195885]4.2 Project Overview
The three investment opportunities have distinct characteristics:
	Project
	Initial Investment (£m)
	Year 1 (£m)
	Year 2 (£m)
	Year 3 (£m)
	Year 4 (£m)
	Year 5 (£m)

	A
	40
	10
	12
	14
	10
	8

	B
	30
	6
	6
	6
	6
	6

	C
	50
	5
	10
	20
	25
	15



Observations: PBP favours Venture A for fast cash recuperation, which is basic for a fiscally troubled firm. Be that as it may, PBP does not account for the time esteem of cash or add up to productivity, so it ought to be considered nearby NPV, IRR, and other evaluation strategies for a comprehensive speculation choice.
[bookmark: _Toc217195886]4.3 Payback Period (PBP)
The payback period overviews how quickly each amplifier recovers from its beginning wander. Wander A recovers £40m in generally 3.25, a long time, publicising the speediest liquidity advantage, critical for Common Hardware's cash-constrained position. Wander B has the slowest recovery at 5, a long time, extending the introduction to cash-related and operational perils. Wander C recovers in 4.2, a long time, altering coordinate payback with higher included returns. While important for short-term liquidity assessment, PBP does not consider the time regard of cash or in common advantage.
Project A:
Cumulative inflows:
· Year 1: 10 → cumulative 10
· Year 2: 12 → cumulative 22
· Year 3: 14 → cumulative 36
· Year 4: 10 → cumulative 46
Initial investment = 40 → recovered during Year 4
Fraction of Year 4 = (40−36)/10 = 0.4
PBP = 3.4 years
Project B:
Cumulative inflows: 6 + 6 + 6 + 6 + 6 = 30
Initial investment = 30 → fully recovered at the end of Year 5
PBP = 5 years
Project C:
Cumulative inflows: 5 + 10 = 15; +20 = 35; +25 = 60
Initial investment = 50 → recovered during Year 4
Fraction of Year 4 = (50−35)/25 = 0.6
PBP = 3.6 years
[bookmark: _Toc217195887]4.4 Accounting Rate of Return (ARR)
The Bookkeeping Rate of Return (ARR) measures typical annual advantage relative to the beginning hypothesis, giving information into uncommon amplified advantage. Amplify C has the foremost lifted ARR at 30%, illustrating strong typical returns in disdain toward its higher beginning wander of £50. Amplify A takes after with an ARR of 27%, promoting an alter between efficiency and coordinate theory that has taken a toll. Expand B yields the slightest ARR of 20%, reflecting consistent but confined returns. ARR highlights that though short-term liquidity (as appeared by PBP) favours wander A, long-term efficiency is most grounded in Wander C. Subsequently, ARR supports organizing wanders that make higher returns over the amplify life hope.
ARR= 
Depreciation:
· Project A: £40m/5 = £8m per year
· Project B: £30m/5 = £6m per year
· Project C: £50m/5 = £10m per year
Average Accounting Profit:
· Project A: [(10−8) +(12−8) +(14−8) +(10−8) +(8−8)] /5 = 2.8 → ARR = 7%
· Project B: [(6−6) +(6−6) +(6−6) +(6−6) +(6−6)] /5 = 0 → ARR = 0%
· Project C: [(5−10) +(10−10) +(20−10) +(25−10) +(15−10)] /5 = 5 → ARR = 10%
[bookmark: _Toc217195888]4.5 Net Present Value (NPV)
NPV accounts for time value of money, discounting cash inflows at 10%:
NPV= 
Project A:
· Year 1: 10 / 1.1 = 9.09
· Year 2: 12 / 1.1² = 9.9
· Year 3: 14 / 1.1³ = 10.52
· Year 4: 10 / 1.1⁴ = 6.83
· Year 5: 8 / 1.1⁵ = 4.97
NPV ≈ £1.33m

Project B:
PV of inflows = 6 /1.1 + 6 /1.1² + … + 6 /1.1⁵ ≈ 22.75
NPV = 22.75 − 30 ≈ −£7.25m
Project C:
PV of inflows = 5 /1.1 + 10 /1.1² + 20 /1.1³ + 25 /1.1⁴ + 15 /1.1⁵ ≈ 54.23
NPV = 54.23 − 50 ≈ £4.23m
[bookmark: _Toc217195889]4.6 Profitability Index (PI)
PI= 
· Project A: 41.33/40 ≈ 1.033
· Project B: 22.75/30 ≈ 0.758
· Project C: 54.23/50 ≈ 1.085
[bookmark: _Toc217195890]4.7 Internal Rate of Return (IRR)
IRR is the discount rate that makes NPV = 0:
· Project A: IRR ≈ 11%
· Project B: IRR < 10%
· Project C: IRR ≈ 12.5%
[bookmark: _Toc217195891]4.8 Capital Rationing Analysis
Available capital: £60m
	Combination
	Investment (£m)
	NPV (£m)
	Feasible?

	A + B
	70
	−
	No

	A + C
	90
	−
	No

	B + C
	80
	−
	No

	A only
	40
	1.33
	Yes

	B only
	30
	−7.25
	Yes

	C only
	50
	4.23
	Yes


	
[bookmark: _Toc217195892]5. Conclusion
The financial comparison of General Electronics within the last five years depicts a company which is facing a decreasing profitability, increasing leverage, and liquidity strain which puts the company in a great financial danger. Ratio analysis also revealed that there were declining operating and net profit margins, adverse returns on assets and equity and declining interest coverage ratios, which reflected the operational inefficiencies as well as financial distress. The cash flow analysis indicated that there is a decreasing operational cash inflow, whereas the Altman Z"-Score indicated that the company is at a moderate risk of default, which highlights the necessity of a financial restructuring. The working capital analysis revealed that the company had inefficiencies in its inventory management and receivables collection, which should be improved to reduce the cash conversion cycle and increase the liquidity. The suggested strategic financial restructuring plan suggested debt refinancing, and equity infusion, along with the non-core asset divestitures and possible strategic alliances/mergers, with the international and ethical perspectives to be utilized to make it global and compliant. These strategies will strive to create operational flexibility, financial risk reduction and shareholder value creation. PBP, ARR, NPV, PI, and IRR investment appraisal of the three suggested projects showed that the best PBP NPV (£4.24m), ARR (13%), and index of profitability value (1.08) was Project C, which is financially viable within the capital rationing limit of 60 million.
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[bookmark: _Toc217195894]7. Appendices
Appendix A: Financial Ratios Tables
A.1 Profitability Ratios
	Year
	GPM (%)
	OPM (%)
	NPM (%)
	ROA (%)
	ROE (%)

	2024
	28.9
	-3.87
	-6.09
	-7.44
	-15.7

	2023
	23.2
	-20.3
	-23.37
	-27.6
	-54.9

	2022
	28.1
	2.68
	0.07
	0.08
	0.15

	2021
	28.8
	3.87
	0.88
	1.04
	1.92

	2020
	28.7
	6.06
	6.28
	7.56
	12.31



A.2 Liquidity Ratios
	Year
	Current Ratio
	Quick Ratio

	2024
	1.53
	1.04

	2023
	1.61
	1.01

	2022
	1.56
	0.91

	2021
	1.55
	0.97

	2020
	1.82
	1.37



A.3 Efficiency Ratios
	Year
	Inventory Turnover (x)
	AR Turnover (x)

	2024
	3.54
	3.49

	2023
	3.66
	3.74

	2022
	2.78
	4.82

	2021
	3.19
	4.66

	2020
	3.64
	4.75






A.4 Gearing Ratios
	Year
	Debt-to-Equity (x)
	Interest Coverage (x)

	2024
	1.11
	-4.55

	2023
	0.99
	-19.70

	2022
	0.88
	6.61

	2021
	0.85
	41.09

	2020
	0.63
	26.19



A.5 Cash Flow

	Year
	Net Cash from Operations (£m)

	2024
	14,822

	2023
	25,190

	2022
	10,926

	2021
	40,283

	2020
	73,392
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1. Profitability Trends (ROA & ROE) 

[bookmark: _MON_1825327523]

Line chart showing declining ROA and ROE from 2020 to 2024.
1. 
Liquidity Trends (Current & Quick Ratios)




Column chart comparing current and quick ratios over five years to indicate liquidity constraints.





Efficiency Ratios (Inventory & Receivables Turnover)]

[bookmark: _MON_1825327893]
Bar chart highlighting operational efficiency trends.
2. Gearing and Interest Coverage

[bookmark: _MON_1825327989]
Pie chart showing rising debt-to-equity and falling interest coverage,

Appendix B: Altman Z-Score Calculation

2024 Example Calculation:
	Component
	Value (£m)
	Formula / Ratio
	Result

	Working Capital
	84,203
	WC / Total Assets
	X₁ = 0.26

	Retained Earnings
	208,431
	RE / Total Assets
	X₂ = 0.645

	EBIT
	-15,297
	EBIT / Total Assets
	X₃ = -0.047

	Equity / Liabilities
	153,105 / 170,249
	X₄
	0.899

	Z"-Score
	-
	6.56X₁ + 3.26X₂ + 6.72X₃ + 1.05X₄
	3.46


Appendix C: Investment Appraisal Calculations
C.1 Payback Period (PBP)
	Project
	Initial Investment (£m)
	Cumulative Cash Inflows (£m)
	PBP (Years)

	A
	40
	10, 22, 36, 46, 54
	3.29

	B
	30
	6, 12, 18, 24, 30
	5

	C
	50
	5, 15, 35, 60, 75
	3



C.2 Accounting Rate of Return (ARR)
	Project
	Avg. Annual Cash Inflow (£m)
	Initial Investment (£m)
	ARR (%)

	A
	10.8
	40
	27

	B
	6
	30
	20

	C
	15
	50
	30



C.3 Net Present Value (NPV) & Profitability Index (PI)
	Project
	PV of Cash Inflows (£m)
	Initial Investment (£m)
	NPV (£m)
	PI

	A
	41.33
	40
	1.33
	1.03

	B
	22.75
	30
	-7.25
	0.76

	C
	54.24
	50
	4.24
	1.08



C.4 Internal Rate of Return (IRR)
	Project
	IRR (%)

	A
	11

	B
	6

	C
	13



Project A
	Year
	Cash Inflow (£m)
	PV Factor @10%
	Discounted Cash Flow (£m)

	1
	10
	0.909
	9.09

	2
	12
	0.826
	9.92

	3
	14
	0.751
	10.51

	4
	10
	0.683
	6.83

	5
	8
	0.621
	4.97

	Total PV
	–
	–
	41.33

	Initial Investment
	40
	–
	NPV = 1.33



Project B
	Year
	Cash Inflow (£m)
	PV Factor @10%
	Discounted Cash Flow (£m)

	1-5
	6 each
	0.909, 0.826…
	22.75

	Initial Investment
	30
	–
	NPV = -7.25



Project C
	Year
	Cash Inflow (£m)
	PV Factor @10%
	Discounted Cash Flow (£m)

	1
	5
	0.909
	4.55

	2
	10
	0.826
	8.26

	3
	20
	0.751
	15.02

	4
	25
	0.683
	17.08

	5
	15
	0.621
	9.32

	Total PV
	–
	–
	54.23

	Initial Investment
	50
	–
	NPV = 4.23






1. Cash Flow Table (for Projects A, B, C)
	Year
	Project A (£m)
	Project B (£m)
	Project C (£m)
	PV Factor @10%
	Project A PV
	Project B PV
	Project C PV

	0
	-40
	-30
	-50
	1
	-40
	-30
	-50

	1
	10
	6
	5
	0.909
	=B2*E2
	=C2*E2
	=D2*E2

	2
	12
	6
	10
	0.826
	=B3*E3
	=C3*E3
	=D3*E3

	3
	14
	6
	20
	0.751
	=B4*E4
	=C4*E4
	=D4*E4

	4
	10
	6
	25
	0.683
	=B5*E5
	=C5*E5
	=D5*E5

	5
	8
	6
	15
	0.621
	=B6*E6
	=C6*E6
	=D6*E6

	Total PV
	=SUM(F2:F6)
	=SUM(G2:G6)
	=SUM(H2:H6)
	–
	–
	–
	–

	NPV
	=F7-B1
	=G7-C1
	=H7-D1
	–
	–
	–
	–

	PI
	=F7/ABS(B1)
	=G7/ABS(C1)
	=H7/ABS(D1)
	–
	–
	–
	



3. Payback Period (PBP) Calculation
Cumulative Cash Flow:
	Year
	Project A CF
	Project A Cum CF
	Project B CF
	Project B Cum CF
	Project C CF
	Project C Cum CF

	0
	-40
	-40
	-30
	-30
	-50
	-50

	1
	10
	=B2+B1
	6
	=D2+D1
	5
	=F2+F1

	2
	12
	=B3+B2
	6
	=D3+D2
	10
	=F3+F2

	3
	14
	=B4+B3
	6
	=D4+D3
	20
	=F4+F3

	4
	10
	=B5+B4
	6
	=D5+D4
	25
	=F5+F4

	5
	8
	=B6+B5
	6
	=D6+D5
	15
	=F6+F5
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		Year		Debt-to-Equity (x)		Interest Coverage (x)

		2024		1.11		-4.55

		2023		0.99		-0.99

		2022		0.88		6.61

		2021		0.85		41.1

		2020		0.63		26.2



Gearing and Interest Coverage

Debt-to-Equity (x)	2024	2023	2022	2021	2020	1.1100000000000001	0.99	0.88	0.85	0.63	Interest Coverage (x)	2024	2023	2022	2021	2020	-4.55	-0.99	6.61	41.1	26.2	









Gearing and Interest Coverage



Year	2024	2023	2022	2021	2020	Debt-to-Equity (x)	1.1100000000000001	0.99	0.88	0.85	0.63	Interest Coverage (x)	-4.55	-0.99	6.61	41.1	26.2	
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