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[bookmark: _Toc214103252]1.0 Introduction 
General Electronics is currently having issues related to lack of profitability, low liquidity, and high leverage. In the last five years, the company has gone from making modest profits to making substantial losses. Data shows negative margins, losses from equities, and asset impairments, indicating widespread unprofitability, and therefore showing lack of profits scattered across the board. Furthermore, liquidity has gone down, there's evidence of blocked operational flows, and the Altman Z Score measures a worrying increase of default risk. The company has been showing imbalanced working capital, showing extreme ratios on the capital cycle and debt. In order to maintain competitive advantage, realignment of the current strategy is essential and strategic adjustments in operations could save General Electronics from losing stakeholder trust. This report further explains the financial trajectory, the firm’s major issues, and a unified multi-phase strategy to restructure the company to gain back General Electronics’ stakeholder’s trust.

[bookmark: _Toc214103253]2.0 Financial Health Check 
General Electronics is facing extreme financial distress characterized by the rapid decline in all the financial aspects. In the period between 2020 and 2024 (the five-year period), the company has switched from the profitability level to substantial losses, and net income has fallen between -24.0 million and 38.6 million (CFA Institute, 2025). Such a thorough analysis of ratios allows us to conclude that the business is facing systemic operational and financial issues that should be addressed urgently.
[bookmark: _Toc214103254]2.1 Profitability Ratios 

Figure 1: Profitability Ratio Graphical Representation
Source: (Self Made)
Profitability ratios indicate disastrous performance deterioration. The gross profit margin has been comparatively stable at about 28%, implying that core production efficiency has been preserved but operating costs have gotten out of control, reaching 129.3 million in 2024, compared to 138.9 million in 2020, and at the same time revenues have declined by 36 percent ( Atrill & Mclaney, 2018). The operating profit margin has deteriorated, as 2020 recorded a positive of 6.06 percent and now reports a negative 3.87% in 2024 indicating the failure of the company to regulate discretionary spending. Most importantly, the net profit margin has declined from 6.28% in 2020 to -6.09% in 2024, which means that the company is making losses on every pound of sales. Return on Assets (ROA) has fallen to negative 6.09%, and Return on Equity (ROE) is negative 15.69%, which indicating a significant erosion of shareholder value” (Berk and Demarzo, 2019).
[bookmark: _Toc214103255]2.2 Liquidity Ratios 


Figure 2: Graphical Representation of Liquidity Analysis
Source: (Self Made)
The liquidity ratios indicate moderate, though decreasing, financial flexibility. A current ratio of 1.532 in 2024 seems reasonable compared to the lower limit of 1.0 but this is lower than its level of 1.821 in 2020 (Arnold & Lewis, 2019). Worse still, the quick ratio has gone down to 1.031, which means that without the inclusion of the inventory, the company can be said to be barely in terms of liquidity in the short term. Immediate cash availability has fallen by 47%, as the cash ratio decreased from 0.318 in 2020 to 0.169 in 2021. Cash and equivalents have decreased from £57.2 billion in 2020 to £26.8 billion in 2024., which is a very serious limitation to flexibility of operation (Brigham & Ehrhardt, 2020).
[bookmark: _Toc214103256]2.3 Efficiency Ratios
Significant deterioration in working capital efficiency. The Days Sales Outstanding (DSO) has gone skyrocketing to 115.1 days compared to 82.6 days, meaning that the customers are paying at an extremely low pace. The Days Inventory outstanding (DIO) has also risen to 103.1 days compared to 100.3 days, indicating the build-up of obsolete stock. Days Payables Outstanding (DPO) has increased to 93.6 days, which reflects extended payment terms that are made by taking advantage of the suppliers. Most importantly, its Cash Conversion Cycle (CCC) has gone to 124.6 days against 113.6 days so that operations of the company need to be financed in over four months' time before the company can realize positive cash flows. This unreasonable requirement of working capital is severely constraining liquidity (Morgan, 2025).
[bookmark: _Toc214103257]2.4 Gearing Ratios

Figure 3:Graphical Representation of Gearing Ratio
Source: (Self Made)
The trends in the gearing ratio indicate an increase in financial risk. The debt-to-equity ratio has grown by more than five years by 1.112 against 0.629 to show that the liabilities are more than the equity. The debt ratio to assets has increased to 0.527 which indicates increased dependence on creditors to fund more than half of the assets. Worst of all is the interest coverage ratio, which has decreased to negative 4.55 times in 2024 compared to 26.21 times in 2020 signifying that the company “cannot cover its interest obligations from operating earnings.” (Andrade and Kaplan, 1998).


[bookmark: _Toc214103258]2.5 Altman Z-Score Analysis 
	Variable
	Ratio
	Weight
	2024
	2023
	2022
	2021
	2020

	A
	Working Capital / Total Assets
	1.2
	0.3125
	0.3295
	0.2894
	0.283
	0.3465

	B
	Retained Earnings / Total Assets
	1.4
	0.9024
	0.9145
	0.9183
	0.9061
	0.8916

	C
	EBIT / Total Assets
	3.3
	-0.1561
	-0.791
	0.0952
	0.1504
	0.241

	D
	Book Value of Equity / Total Liabilities
	0.6
	0.5396
	0.6067
	0.6831
	0.7064
	0.9543

	E
	Sales / Total Assets
	1
	1.2212
	1.1815
	1.0765
	1.1788
	1.2046

	Z-Score
	Total Z-Score
	 
	2.8196
	2.2411
	3.0625
	3.2246
	3.6379


Table 1: Altman Z Score Analysis for General Electronics
The Z-score analysis of Altman indicates conclusive signs of financial distress. The Z-Score of 2.82 is in the gray region of 1.81 to 2.99, which shows that the point is in the gray region, which indicates considerable default risk (Altman, 1968). The score has moved downward to 3.64 in 2020 which translates to adverse changes. The elements of the weighted score of the company show several red flags: the working capital indicators have been getting weaker, the EBIT is at a negative value, and the equity-to-liabilities ratio has reduced by half (Team, 2024).
[bookmark: _Toc214103259]2.6 Investment and Cash Flow Ratios 
Distress assessment is further confirmed by investment ratios. The earnings per share have fallen to a negative level of -1.85 as compared to a positive figure of 2.78, crushing shareholders' wealth in totality. Decline in book value per share from £22.55 to 11.81 has reduced by half over the five years. They are both indicators of diminished operation and significant impairment of goodwill of more than £49 million in 2024 (Kieso and Weygandt, 2022). The impairment raises strategic performance failures by the management channeling the existing values of previous acquisitions failing to be recovered.
It has cash flow ratios of extremely limited liquidity. The cash flow to sales has dropped to 3.75 percent against 11.94%  and this means the cash generation is on a decline compared with revenue. The operating cash flow ratio has broken to 0.094 times the current liabilities compared with 0.409 times, which implies that the operation cash generation is now enough to meet 9.4% of the current obligations per quarter. This compression of the market liquidity leads to short-term acute refinancing risk, especially in regard to the fact that as lines of credit amount to a total of £36.96 billion, they must be renewed (Alnoor Bhimani and Bromwich, 2019).
[bookmark: _Toc214103260]2.7 Overall Financial Trends Analysis 
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Figure 4: General Electronics: Five Year Financial Deterioration Trends
Source: (Self Made)
The trend analysis through the five years indicates a faster decrease instead of stagnation. Its profitability was modest up to 2022 but this has gone awry in the later years. To the markets under consumer electronics, the 36% decrease in revenue from 2020 through 2024 indicates the basic loss of market share or destruction of demand in the case of the market. At the same time, as a percentage of sales, the operating expenses were growing in the range of 22.6 to 32.7, implying that the management was not able to implement changes to the cost structures to reflect the decrease in revenues. This profit destruction mechanism is predominated by this operational inflexibility (Corporate Finance Institute, 2023).
Strategic opportunity is extreme: General Electronics is on the verge of financial problems. Reduction in revenues, which is coupled with fixed costs in rigidity, has resulted in an operational loss that cannot be replaced by growth within a relatively short period of time. The demand of excessive working capital is depleting the scarce cash resources each month. Weakening financial leverage results in very little operational liquidity. The Altman Z-Score situation in the distress zone proves that unless the company is given an immediate intervention, the company runs the risk of bankruptcy or of being forced to sell its assets within 12-18 months. It needs to be restructured in a comprehensive manner, taking into consideration all its dimensions, namely, operational, financial, and strategic dimensions; otherwise, it may run out of business (OPLER & TITMAN, 1994).


[bookmark: _Toc214103261]3.0 Working Capital Management Analysis
The only most crucial intervention point at General Electronics is the working capital management. The existing operations demonstrate violent inefficiency in the management of receivables, inventory, and payables, and systematic change is necessary to reinstate the liquidity and the viability of operations (Bailey, 2025). The firm is stuck in a negative feedback loop of declining profitability moderating cash generation, which increases its reliance on working capital funds at the cost of valuable liquidity and slowly increases interest liabilities.

Figure 5: Graphical Representation of Cash Conversion Cycle
Source: (Self Made)
Cash Conversion Cycle of 124.6 days is not sustainable and is the main working capital malfunction that requires urgent correction. The cycle is made up of 115.1 Days of receivables collection, 103.1 days of inventory holding, less 93.6 days of payable deferral. A reduction of Days Sales Outstanding by 20 days using vigorous collection practices would recapture cash of around £6.3 million per year. 
[image: ]
Figure 6: Working Capital Optimisation
Source: (Self Made)
The mechanisms applied to implement the same are automated billing systems, encouraging customers to pay early in a weak discount (usually 2-3% within 10 days), and selling problematic or old debts to special collection agencies (Atrill & Mclaney, 2018). Tightening credit policy and reassessing customers' creditworthiness would prevent future receivables issues. Such steps involve the prudent management of customer relationships to prevent the threat of losing the old customers, especially in the face of revenue constraints.
The second important working capital effort is inventory rationalization. Days Inventory Outstanding of 103.1 days is way higher than the industry average as far as consumer electronics manufacturing is concerned (normally 60-75 days), which means that a lot of excess or obsolete inventory is being accumulated. A decrease in the number of days taken by DIO (103) to 80 would release about 15.2 million in working capital. The implementation would involve an extensive inventory audit of obsolete, slow-moving, or technologically obsolete stocks, which can be liquidated. 
The precautionary stockholding would be reduced by demand forecasting to enhance the use of predictive analytics. Adoption of the just-in-time supply chain practices would ensure that inventory is matched against the actual sales demand patterns. Rationalization of supplier relations Internationalization of purchasing with major suppliers would provide an opportunity to negotiate better inventory management and flexibility in payment terms (Drury, 2018). Strong discounting of old stock of merchandise to clear it fast, at the expense of gross margins, would speed up cash collection.
The third working capital optimization opportunity is payables optimization. Impairment of Days Payable Outstanding Days Payable Outstanding would be improved to 110 days, with a short-term working capital relief of around 5.8 million, which is a form of interest-free supplier financing. Nonetheless, this strategy is a delicate management process that should not lead to disruption of supply chains or a negative relationship with suppliers. The best way to maximize this dimension without compromising critical supply continuity is to negotiate longer payment terms for noncritical materials, especially those with more than one qualified supplier. Such an objective would be achieved through supply chain financing programs where special financial intermediaries purchase supplier invoices at good rates, which would extend the payment terms but give suppliers access to early payments without harming relationships but also enhancing cash flows (Corporate Finance Institute, 2023).
Fundamental to working capital restructuring are the short-term and long-term financing decisions. The existing dependency on lines of credit (25.96 billion in 2024) is a costly short-term liquidity, changing depending on the mood of the lenders and adherence to the covenant. The reduction of the refinancing risk would be achieved by restructuring the short-term debt into medium-term facilities with definite maturity dates, which would provide some certainty to the capital planning. Asset-based lending initiatives secured by receivables and inventory can offer an efficient financing solution at lower rates of interest than unsecured credit lines, and interest processes will be decreased and payments will be spread out over a longer period, at the same time shortening the interest periods. Nevertheless, debt restructuring on a long-term basis is also necessary since the overall liability base of the company of over 170 billion burdens the financial flexibility in a severe way (Vipond, 2024). Term commitment and covenant flexibility of facilities would create multi-year facilities and would remove the monthly refinancing pressure, limiting the management decision-making.
These comprehensive working capital reforms would also reduce the Cash Conversion Cycle to about 98 days as opposed to 124.6 days, which is unsustainable, and this would free up about 10-12 million in cash, among others. This liquidity reinstatement would offer the much-needed breathing space to do strategic repositioning and debt reduction programs, as well as operating investment, without increased refinancing strains. This working capital discipline, in combination with operational enhancements dealing with revenue stabilization and control of costs, would essentially put the short-term financial health of the company back on its feet (Morgan, 2025).


[bookmark: _Toc214103262]4.0 Strategic Financial Restructuring Plan
General Electronics needs to undergo basic financial restructuring that should bring back the viability and set the company on a path of competitive sustainability. There are several restructuring alternatives that should be fully analysed in comparison to shareholder value creation, flexibility of operation and maintaining relations with the stakeholders (Sudarsanam & Lai, 2001).
The first strategic restructuring is that of divestiture. The entire study of the portfolio must discover the underperforming divisions that drain capital without creating sufficient returns or strategic synergies. Divestiture candidates are non-core international businesses where competing is weak or the market does not favour it, commoditised product lines with diminishing margins, underutilised manufacturing companies with surplus capacity and non-integrating acquisitions. Strategic divestiture would result in proceeds amounting to £30-50 million and this would directly enhance the balance sheet equity and also decrease the overall asset base and the financing needs. 
Selling assets would instantly move leverage metrics to sustainable levels, enhance financial covenant performances, and abolish the current operations losses in marginal businesses (Abraham, 2016). The proceeds of divestiture may be assigned more or less to debt liquidation and only a few are retained to optimise the working capital. Nevertheless, divestiture should be done in a strategic manner so that the result can be the highest valuation as opposed to creating asset fire sales that reduce proceeds.

The second restructuring channel is an equity injection that has unique pros and cons. New equity, such as capitalisation of the company by its present shareholders or other external strategic investors, would also capitalise the company and the balance sheet would be strengthened by around £40-60 million, making the leverage ratios more sustainable. The new equity capital would create short-term financial flexibility and act as an indication that the stakeholders have trust in the turnaround strategy of the management. There would, however, be major dilution of the existing shareholders and thus wealth would be transferred to the new shareholders who would take advantage to purchase shares at depressed prices. 
Such a capital raise is extremely difficult under the existing market conditions due to the poor equity story of the company, which is marked by losses, leverage deterioration, and negative returns (Brealey, Myers and Allen, 2020). New investors would require large equity interests, high valuation, and even a board seat that would make governance more challenging and decrease the dominance of the incumbent shareholders.
The third dimension of restructuring and the essential financial intervention requirement is the debt restructuring. The current interest charge of £3.4 billion is a huge amount of money that significantly outstrips operating revenue and debt service is mathematically unaffordable without a radical change in how they operate. The company has three debt restructuring mechanisms: first, it needs to negotiate longer maturity profiles with current creditors, which involves spreading debt repayment over longer periods to lower annual payment rates; second, it requires refinancing high-coupon debt into low-rate facilities, thereby lowering annual interest payments; and third, it involves exchanging debt instruments with equity holders to ensure that current creditors still maintain their share in turnaround success. 
All these mechanisms would result in an annual interest savings of between 0.5-1.0 million, which would be a much-needed cash flow to allow a rapid debt reduction (Jensen, 1986). Renegotiation of covenants with lenders would also provide a renewed flexibility of operations that were previously restricted by limiting financial covenants that restricted its ability to spend capital, manage working capital, and have the freedom to make strategic decisions and choices.
[bookmark: _Toc214103263]4.1 Recommended Integrated Restructuring Strategy
The best method of restructuring is that which integrates a combination of several dimensions in this order:
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Figure 7: Financial Recovery Plan (24 Months)
Source: (Self Made)
Phase One (Months 1-6): Exercise selective divestitures that will yield proceeds of £40 million. At the same time, employ intensive working capital optimization that slips the Cash Conversion Cycle off and releases £10 million of cash. At the same time, negotiate debt re-structuring with current lenders, and agree to long maturity and weaker covenants. Initial cash generation of targeting at 50 million.
Phase Two (Months 6-12): Use divested proceeds and working capital releases to settle debt, aiming at reducing debt principal by £30 million. Intensive cost cutting of 15 percent operating expenses reduction (about 19 million every year). Pursue more working capital discipline, aiming at further release of working capital of an extra 5 million pounds. Target debt reduction of second phase of £30-35 million.
Phase Three (Months 12-24): Target operational improvement efforts on revenue stabilization and margin improvement. Maintain debt reduction path with the aim of removing between £15-20 million in yearly interest cost by means of collective debt redemption and refinancing. realize operating profitability by jointly stabilizing revenues and controlling costs.
The combination of such strategies tackles the urgent liquidity concerns by streamlining working capital, prepares the future cash flow by selling assets and enhancing operations, and provides the financial base on further competitive repositioning (Pike and Neale, 2022).
Strategic attention must be expressly given to the consideration of the international and ethical issues. Hedging of the currency risk would cushion foreign operations against the depreciated pound in terms of competitive positioning. Management of inflation effects entails changes in pricing strategy to cover the margin without raising prices to cover the increase in input costs. The corporate social responsibility programs, especially workforce restructuring communication, community impact transparency, and stakeholder engagement are necessary in ensuring the organizational legitimacy and support of the stakeholders during the challenging turnaround period (Molina & Wilestari, 2023). Honest communication with employees, suppliers, customers, and creditors over restructuring efforts gives confidence in management capabilities with regard to handling the current performance issues.
Another fourth option of restructuring is the merger or acquisition, where a more powerful competitor buys the assets of General Electronics at a distressed rate. Acquisition would remove standalone financial distress by capital outlay and integration of operation in the financial and operational systems of a stronger parent company. But acquisition involves a change of ownership and loss of independent operations altogether, which is not a change of capital structure but a real turnaround. Acquisition becomes an option when internal restructuring efforts have been depleted or prove to be not viable enough (Andrade and Kaplan, 1998).


[bookmark: _Toc214103264]5.0 Investment Appraisal And Capital Budgeting
General Electronics has such vital investment decisions where capital budgeting analysis must be carried out strictly with the use of various assessment methodologies. There are three separate projects, which should be fully analyzed through discount cash flow and conventional appraisal techniques, and have capital restrictions that will create discipline in selecting a project as binding (Ryan and Ryan, 2002).
[bookmark: _Toc214103265]5.1 Project Appraisal Analysis
[bookmark: _Toc214103266]Project A 
Pay Back Period 
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Net Present Value 
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Average Rate of Return
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Internal Rate of Return 
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Profitability Index 
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The cash inflows of the project are increasing up to Year 3 and thereafter stabilized, which indicates that the initial investment of the project is greater than the net cash inflows, i.e. the initial investment should be greater than the net cash inflows of the project. The trend is that of early penetration into the market and then market maturation and possibly competitive forces. The Payback Period of 3.40 years means that capital has been recovered within capital investment horizon, but 68 percent of the project life, there is a lot of capital at risk. The positive NPV of £1.314 million at 10 percent discount rate confirms the fact that the project was modestly viable but it can be seen that value creation margins are not high and hence are prone to downside risks. Accounting rate of Return of 14 percent is high compared to normal corporate hurdle rates and indicates that there is sufficient profit generation that is generated after depreciation. IRR of 11 per cent is almost higher than discount rate of 10 per cent indicating small value creation with low level of safety margin. The profitability Index represents 1.0329 which expresses the generated present value of 3.29 pence of 1 pound invested, slightly higher than breakeven generating of values (Zohran, 2022). In terms of capital rationing the low returns and lengthy payback period of Project A is a conservative value creation which is not enough to bring a company in turnaround crisis.


[bookmark: _Toc214103267]Project B 
Pay Back Period 
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The initial investment of £30 million with a consistent cash inflow of annual cash of £6 million is a non-growth and non-market expansion cash generation. This trend indicates a level, developed and mature market with low organic growth prospects. The Payback Period of 5 years is also equal to the investment horizon at which the capital recovery has just been met meaning that there is no margin of error at which the terminal value or the cash that is left at the end of the project. This coincidence on timing indicates possible inadequacy of modeling. More importantly, NPV is very low at negative values of 7.26 million pounds and this implies that unprecedented destruction of value takes place. ARR 0 percent translate to the depreciation based cash flows that generate zero surplus returns over and above the capital recovery, poor remuneration of the investment risk. IRR 0%.0 corresponds to depreciation rate ( 30 million/5 years=6million/year), thus zero economic value is created and hence IRR equals zero (zero). The discount rate of zero at an inflation-adjusted rate equals the internal rate of return of that rate. The value destruction is already high, and profitability Index is 0.758 which means that present value of returns is already at 76 percent of capital invested (Monga, 2025). Project B has clearly lower quality and kills shareholder value in systematic terms with cash returns that are less than the cost of capital.
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The maximum investment available in a project is the initial investment of £50 million followed by the cash flows rising as (£5 million Years 1, 10 and 20 and 25 Years 4-5) will have the highest level of capital requirement followed by extremely high returns. This trend indicates the late value recognition which may follow with schedules of market growth, launching new products or expansion in geographic areas. It has a Payback Period of 3.60 years which means that rather, the capital is recovered faster although the capital requirement is front loaded. NPV of £4.215 million is the highest of all the projects analyzed in terms of absolute value creation and this gives a significant value addition to the cost of capital. ARR of 20 percent is better profit generation and is better than standardizing investors risk of undertaking the project and capital usage. The highest internal rate of return stands at 13 percent, as it yields 300 basis points above the 10 percent discount rate- huge premium of returns. Profitability Index 1.0843 is showing maximum value created per pound invested and present value of returns is 108.43 percent of the invested capital (Chen, Dong, Wu and Zhang, 2022). When it comes to Project C, the outstanding financial measures in all dimensions culminate in the value creation that is strong in ultimate value creation.
[bookmark: _Toc214103269]
5.2 Comparison and Methodology Reconciliation
An overall comparison of five conventional investment appraisal methodologies has associated similar trends. Project B clearly and obviously has a worse figure in all measures, and rejection will be easy. Both projects A and C generate a positive value, but in very different aspects. Project A yields predictable and risky cash flows and has a long payback taking patient capital. Project C has better total returns but more volatility on the cash flow, namely front-loaded investments, late payoffs, and increasing returns in year 3-4 with execution risk in case market development is slower than expected.
The traditional methodologies (Payback Period, ARR) and discounted cash flows (NPV, IRR, PI) are generally in agreement with slight methodological variations. NPV and PI measures focus on creating value in both absolute and relative measures whereas IRR focuses on percentage of returns against investment. Payback Period focuses on a speed of recovery of the liquidity but not value creation. In the case of a company with the financial status held by General Electronics, it is essential to compromise on capital-preservation (that provides less payback time) with value-creation (that presents the maximum NPV) (Kieso & Weygandt, 2022).
[bookmark: _Toc214103270]5.3 CAPM Rationalization of Constraints of Capital Rationing
The most important limitation that should be properly examined is capital rationing. Since there is a maximum of the investment capital, which is 60 million pounds, the number of combinations is limited: (1) Project C (minimum 50 million investment, 10 million undeployed); (2) Projects A and B combined (70 million-capacity overrun); (3) Projects B and C combined (80 million -capacity overrun); (4) Projects A and C combined (90 million -capacity overrun). With such constraint as the 60 million pounds there is no option as to select Project C alone, or the combinations have to be analysed whether they can be partially viable.
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Figure 8: Optimal Capital Allocation of £60 Million Among projects
Source: (Self Made)
The best capital allocation uses the entire capital budget of 60million, using 50million to Project C which is the better project and the remaining 10million to working capital optimization projects instead of working on the destruction of value in Project B. Such allocation decision acknowledges that Project B has negative NPV, and the decision to partially invest in it is equally harmful as well, even at a lower scale, the project is obliterating shareholders. The remaining funds (£10 million) ought to be invested in accelerating improvements in working capital by launching additional accounts receivable acceleration programs, inventory turnover, and payable extension programs (Horngren, 2020).
[bookmark: _Toc214103271]5.4 Final Investment Recommendation
The first-choice of the available projects that should be immediately boarded and allocated resources is Project C. The intersection of the best metrics in the highest NPV (£4.215 million), highest IRR (13 percent), highest ARR (20 percent), and the highest Profitability Index (1.0843) in all dimensions of investment appraisal presents strong grounds. The pace of cash flow, which is projected to be hasty in year 3-4 on project C, coincides directly with the turnaround period of the corporation as the future project would be able to generate the much-needed cash in the year 3-4 when the company should see operational enhancements and the pace of de-debting gains momentum (Reilly, Brown & Leeds, 2020).
The other two million pound of the capital budget of the 60 million should be well invested in optimising working capital instead of going after the value-destructive cash flows of Project B. The negative NPV (value is -10,000), zero IRR, and 0%  ARR of Project B confirm category rejection of the project even at a smaller scale; the company must categorically reject the project (Corporate Finance Institute, 2023).
Project C has a high risk rating which is in favour of that project despite having higher volatility in cash flow. The project C is facing execution risk because of the progressive cash flow generated by the project, necessitating a successful scaling and acceptance of the operational processes in the market. Nevertheless, the delicate financial status of General Electric Company requires higher yielding, moderate risk projects. The low returns of project A cannot justify recovery of capital covering a heavy debt load of the company, the high returns of Project C cannot assure an overall turnaround success. NPV of Project C of the amount of 4.2 million alongside the use of 10 million working capital optimization generates a significant amount of financial base in terms of larger restructuring (Alnoor Bhimani & Bromwich, 2019).
The volatility of cash flow in Project C represents a justified operational scaling risk, but having a well-managed project with a stage-by-stage implementation, with go/no-go decision points at specific milestones (Year 1 cash validation, Year 2 market penetration assessment, Year 3 scaling decision) can properly address the risk of the project being poorly executed. The financial status of the company does not allow taking the risk-reduced, return-reduced strategies; the risk-return profile of Project C fits the turnaround goals (Reilly, Brown and Leeds, 2020).


[bookmark: _Toc214103272]5.5 Capital Allocation Sequencing Strategy
This strategy needs bit of discipline in execution. In Year 1, C-Phase infrastructure development, market entry and operational capabilities should receive £50 million. The balance of £10 million should also be spent on achieving the CCC target by reducing the CCC from 124.6 days to 98 days. This is possible with working capital optimization. These approaches facilitate the company to service debt in the coming years. By Year 3, Project Cash C is expected to provide £20 million in cash inflows, and the rest of the working capital improvements should yield a total of £5 million, resulting in a total cash inflow of £25 million. This inflow generation is achieved with the debt being aggressively reduced, allowing for the compliance of financial covenants and the company achieving financial stability. 


[bookmark: _Toc214103273]6.0 Conclusion 
General Electronics is in desperate need of changing its approach towards its balance sheet, failing which, unless they do this immediately to correct the situation, they risk being driven into insolvency as well as losing a large portion of their work capabilities. The profitability erosion in the balance sheet, and excessive high leverage ratio and inadequate working capital management have tarnished the liquidity and value to the shareholders. The negative net margins, decreasing Return on Equity (ROE) and the lack of cascading of the Cash Conversion Cycle among several others imply a deeper underlying issue. The only viable way of stabilizing the situation is a recovery plan that is biased towards the gradual divestment and also debt restructuring and working capital management. The divestitures will offer enough equity where essential liquidity can be discharged by use of stricter control on receivables and inventories. Debt renegotiation will reduce interest pay-outs as well as will make the covenant and cashflow burden adaptable. The addition of investment to Project C will maximize value by providing assistance both in operation capital and strategy. General Electronics will be faced with a need to underscore the Ethical Engagement with the Stakeholders and the development of the International Risk Management in the entire turnaround cycle. General Electronics can use its plan to avoid the majority of its competitors in the consumer electronics affairs in order to realize a more sustainable recovery, increased investor trust, and competitive advantage.
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Gearing Ratios 

Debt-to-Equity Ratio	2024	2023	2022	2021	1.1120000000000001	0.98899999999999999	0.87839999999999996	0.84940000000000004	Debt-to-Assets Ratio	2024	2023	2022	2021	0.52649999999999997	0.49719999999999998	0.46760000000000002	0.45929999999999999	Interest Coverage Ratio	2024	2023	2022	2021	-4.5513000000000003	-19.690899999999999	6.6127000000000002	41.082999999999998	




Cash Conversion Cycle (CCC)	
2024	2023	2022	2021	2020	124.62269999999999	136.73910000000001	145.25149999999999	117.0034	113.57980000000001	


Profitability Ratio 

Gross Profit Margin	2024	2023	2022	2021	2020	0.28868083640811487	0.23203324002216635	0.28059275800505207	0.28759212901552855	0.28674432224897506	Operating Profit Margin	2024	2023	2022	2021	2020	-3.8738448993235905E-2	-0.20287686969178775	2.6804188292605634E-2	3.8651799694814845E-2	6.0628294397084663E-2	Net Profit Margin	2024	2023	2022	2021	2020	-6.0851551994408414E-2	-0.23364577114901167	7.4988346405626153E-4	8.8114733661124791E-3	6.2751350296089026E-2	Return on Assets (ROA)	2024	2023	2022	2021	2020	-6.0851551994408414E-2	-0.23364577114901167	7.4988346405626153E-4	8.8114733661124791E-3	6.2751350296089026E-2	Return on Equity (ROE)	2024	2023	2022	2021	2020	-0.1569445805166389	-0.54906103286384977	1.5163595448685946E-3	1.9210071426241804E-2	0.1231148320624575	



Liquidity Ratio 

Current Ratio	2024	2023	2022	2021	2020	1.532	1.6063000000000001	1.5616000000000001	1.5551999999999999	1.8208	Quick Ratio	2024	2023	2022	2021	2020	1.0306	1.0585	0.91400000000000003	0.93489999999999995	1.1498999999999999	Cash Ratio	2024	2023	2022	2021	2020	0.16919999999999999	0.26529999999999998	0.30830000000000002	0.28050000000000003	0.31840000000000002	



2

image2.png
General Electronics: Five-Year Financial Deteroration

$10B

$6.48 ‘ 36% Decline

$2.6B

$2.5B A

Revemue (BS)

0B
202% 2024

Operating Expenses % of Sales f Rising 10.1 pts

1

A\ LossES
Net Profitability (MS$)
-250M
$150M $50M -$100M .
[ 2am) = | ]
2020 2021 2022 2023 2024

Hu{klsk

Altman Z-Score (Financial Distress)

e egend Wl ceemiicn' Ml Ootolnnam electro
Z-Score: 1.1 (Distress Zone) = Fugutied Disress Zone % Lopets tnemiiad <




image3.png
[l

Receiavbles
Management

Automated Billing

Payment Discounts (2-3%)
Sell Old Debts

Credit Policy Review

= |

Inventory
Rationalization

Reduce DIO (103 - 80 days)

Inventory Audit
Predictive Demand Forcasting
Just-in-Time System

Discount Old Stock

-]
<40
Payables
Optimization
Extend DPO to 110 Days

Negotatie Terms

Supply Chain Financing

Protect Supplier Relations





image4.png
Financial Recovery Plan (24 Months)

Months 1-6 Months 6-12

5124

* Selective Divestitures Settle Debt £30M
« Working Capital Optimization £30M
£E10M « Reduce Operating Expenses
« Debt Restrtucting (longer -15%
(longer maturity) « Extra Working Capital Release
* Initial Cash Generation Debt Redoel Release £5M
£50M « Debt Reduction £30-35M





image5.png
PBP

Year Cash Inflows Cumulative Cash Flow
1 10000000 10000000
2 12000000 22000000
3 14000000 36000000
4 10000000 46000000
5 8000000 54000000
PBP 3.40]





image6.png
‘5
<

-40000000 -40000000
1 10000000 0.909 9090000
2 12000000 0.826 9912000
3 14000000 0.751 10514000
4 10000000 0.683 6830000
5 8000000 0.621 4968000

| Nev T 1314000





image7.png
1 10000000 8000000 2000000
2 12000000 8000000 4000000
3 14000000 8000000 6000000
4 10000000 8000000 2000000
5 8000000 8000000 0

Average Net Profit 2800000

Average Initial Investment 20000000

T AR %





image8.png
Year Cash Inflow

-40000000
10000000
12000000
14000000
10000000

ulelw|w|-|o

8000000

11%





image9.png
PI

Present Value of Future Cash Flow 41314000
Initial Investment 40000000
PI Index 1.03285





image10.png
Year Cash Inflows |Cumulative Cash Flow

1 6000000 6000000
2 6000000 12000000
3 6000000 18000000
4 6000000 24000000
5 6000000 30000000

PBP 5 Years





image11.png
0 -30000000 -30000000
1 6000000 0.909 5454000
2 6000000 0.826 4956000
3 6000000 0.751 4506000
4 6000000 0.683 4098000
5 6000000 0.621 3726000





image12.png
1 6000000 6000000 0
2 6000000 6000000 0
3 6000000 6000000 0
4 6000000 6000000 0
5 6000000 6000000 0

Average Net Profit 0

Average Initial Investmen| 15000000





image13.png
Year

Cash Inflow

-30000000

6000000

6000000

6000000

6000000

wle|w|w|—|o

6000000

0%





image14.png
PI

Present Value of Future Cash Flow 22740000
Initial Investment 30000000
PI Index 0.758





image15.png
Year Cash Inflows Cumulative Cash Flow
1 5000000 5000000
2 10000000 15000000
3 20000000 35000000
4 25000000 60000000
5 15000000 75000000
PBP 3.60





image16.png
0 -50000000 -50000000
1 5000000 0.909 4545000
2 10000000 0.826 8260000
3 20000000 0.751 15020000
4 25000000 0.683 17075000
5 15000000 0.621 9315000
- v 215000




image17.png
1 5000000 10000000 -5000000

2 10000000 10000000 0

3 20000000 10000000 10000000

4 25000000 10000000 15000000

5 15000000 10000000 5000000
Average Net Profit 5000000

Average Initial Investment 25000000

I -




image18.png
Year Cash Inflow
0 -50000000
1 5000000
2 10000000
3 20000000
4 25000000
5 15000000

13%)]





image19.png
PL

Present Value of Future Cash Flow | 54215000
Tnitial Investment 50000000
Pl Index 1.0843





image20.png
OPTIMAL CAPITAL ALLOCATION -
£60 MILLION BUDGET

I HIGH-RETURN INVESTMENT,
m_ VALUE CREATION

— RECAVIBLES ACELERATION,
WORKING CAPITAL $ FASTER INVENTORY
OPTIMIZATION: £10M ‘t\/ TURORVER,
EXTENDED PAYBLES

NEGATIVE NPV, VALUE
DESTRUCTION, NOT

FUNDED

TOTAL CAPITAL USED: £60M | FOCUS: MAXIMIZING SHARESHELDER VALUE (HORNGREN, 2020)




image21.png
[Profitability Ratio

Liquidity Ratio

|
z
°

Gross Profit Margin 2887% 2320% 28.06% 2876% 2867%
‘Operating Profit Margin 387% 2029% 268% 387% 6.06%
Net Profit Margin 6.09% 23.36% 0.07% 0.88% 6.28%
Retum on Assets (ROA) 6.09% 23.36% 0.07% 0.88% 6.28%
Retum on Equity (ROE} 15.69% 54.91% 0.15% 1.92% 12.31%
Current Ratio 1532 16063 15616 15552 18208
Quick Ratio 10306 10585 0914 0.9349 11499
Cash Ratio 01692 0.2653 0.3083 0.2805 03184

Asset Tumover 12212 11815 1.0765 11788 12046
nventory Tumover 3639 36579 27854 31872 36406

Days Inventory Outstanding (DIO) 103,119 99,783 131.0408 1146189 100.2613
. . [[Recevables Tumover 3171 35987 45101 4482 44184
Efficiency Ratio [Days sass Outstanding (DSO) 1151054 1014257 5093 814373 52,609
Payables Tumover 38995 56616 54707 4623 5.2677

Days Payables Outstanding (DPO] 93.6017 64469 66.7193 78.9528 69,2904

Cash Conversion Cycle (CCC) 1246227 | 1367391 1452615 117,003 113.6798

Debt-to-Equity Ratio 1112 0989 08784 08494 06288
Gearmg Ratio [ Debtto-Assets Ratio 0.5265 0.4972 0.4676 0.4593 0.386
Interest Coverage Ratio 45513 19,6909 66127 41.083 262075

EPS (Basic) 185 764 003 039 278
[nvestment Ratio| EPS (Diluted) 185 764 0.03 039 272
Book Value per Share 118146 139183 211293 204938 22551

Cash Flow Ratio

‘Operating Cash Flow to Sales

0.0375

0.0599

0.0201

0.067

01194

Operating Cash Flow Ratio

0.0936

01563

0.0505

01858

0.4088





image1.png
Prifysgol Cymru
Y Drindod Dewi Sant

University of Wales
Trinity Saint David





1       Programme Name: Master of Business Administration   Module  Code : LCMB7002   Module  Name:  Financial Management      Topic: Strategic CFO Challenge: Saving a Failing Global Firm       Student Name:   Asif Mahmud Emon   Student ID:    2439438     Word Count: 5, 3 3 0 Words     

