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1. Financial Health Check
1️. Profitability Ratios
Formulas:
Gross Profit Margin = Gross Profit / Sales
Operating Margin = Operating Income / Sales
Net Profit Margin = Net Income / Sales
ROA = Net Income / Total Assets
ROE = Net Income / Equity
	Year
	GPM
	OPM
	NPM
	ROA
	ROE

	2020
	176,256 / 614,680 = 28.68%
	37,267 / 614,680 = 6.06%
	38,572 / 614,680 = 6.28%
	38,572 / 510,290 = 7.56%
	38,572 / 313,301 = 12.31%

	2021
	173,016 / 601,602 = 28.75%
	23,253 / 601,602 = 3.87%
	5,301 / 601,602 = 0.88%
	5,301 / 510,348 = 1.04%
	5,301 / 275,949 = 1.92%

	2022
	152,292 / 542,751 = 28.06%
	14,548 / 542,751 = 2.68%
	407 / 542,751 = 0.08%
	407 / 504,163 = 0.08%
	407 / 268,406 = 0.15%

	2023
	97,560 / 420,457 = 23.21%
	−85,301 / 420,457 = −20.29%
	−98,238 / 420,457 = −23.37%
	−98,238 / 355,872 = −27.61%
	−98,238 / 178,920 = −00.55%

	2024
	113,994 / 394,879 = 28.87%
	−15,297 / 394,879 = −3.87%
	−24,029 / 394,879 = −6.09%
	−24,029 / 323,354 = −7.43%
	−24,029 / 153,105 = −15.69%




1.1. Liquidity Ratios
Formulas:
Current Ratio = Current Assets / Current Liabilities
Quick Ratio = (CA − Inventory) / Current Liabilities

	Year
	Current Ratio
	Quick Ratio

	2020
	326,843 / 179,510 = 1.82
	(326,843 − 120,430) / 179,510 = 1.15

	2021
	337,146 / 216,787 = 1.56
	(337,146 − 134,469) / 216,787 = 0.94

	2022
	338,040 / 216,473 = 1.56
	(338,040 − 140,181) / 216,473 = 0.91

	2023
	258,851 / 161,148 = 1.61
	(258,851 − 88,273) / 161,148 = 1.06

	2024
	242,494 / 158,291 = 1.53
	(242,494 − 79,355) / 158,291 = 1.03




1.2 Efficiency Ratios
Formulas:
Asset Turnover = Sales / Total Assets
Inventory Turnover = Cost of Sales / Inventory
	Year
	Asset Turnover
	Inventory Turnover

	2020
	614,680 / 510,290 = 1.20
	438,424 / 120,430 = 3.64×

	2021
	601,602 / 510,348 = 1.18
	428,586 / 134,469 = 3.19×

	2022
	542,751 / 504,163 = 1.08
	390,459 / 140,181 = 2.79×

	2023
	420,457 / 355,872 = 1.18
	322,897 / 88,273 = 3.66×

	2024
	394,879 / 323,354 = 1.22
	280,885 / 79,355 = 3.54×




1.3 Gearing (Leverage) Ratios
Formulas:
Debt-to-Equity = Total Liabilities / Equity
Interest Coverage = Operating Income / Interest Expense

	Year
	Debt/Equity
	Interest Coverage

	2020
	196,989 / 313,301 = 0.63
	37,267 / 1,422 = 26.21×

	2021
	234,399 / 275,949 = 0.85
	23,253 / 566 = 41.09×

	2022
	235,757 / 268,406 = 0.88
	14,548 / 2,200 = 6.61×

	2023
	176,952 / 178,920 = 0.99
	−85,301 / 4,332 = Negative

	2024
	170,249 / 153,105 = 1.11
	−15,297 / 3,361 = Negative




1.4 Investment Ratios
Formulas:
EPS = Net Income / Shares outstanding (Basic)
Book Value per Share = Equity / Shares
Dividend payout: no dividends disclosed → assume 0.
	Year
	EPS (£)
	BVPS (£)

	2020
	2.78
	313,301 / 13,893 = 22.55

	2021
	0.39
	275,949 / 13,465 = 20.49

	2022
	0.03
	268,406 / 12,703 = 21.13

	2023
	−7.64
	178,920 / 12,855 = 13.91

	2024
	−1.85
	153,105 / 12,959 = 11.82


Dividend payout ratio = 0% every year (no dividends paid).

1.5 Cash Flow Ratios
Formulas:
Operating Cash Flow to CL = CFO / Current Liabilities
Cash Conversion Efficiency = CFO / Sales
	Year
	OCF/CL
	CCE

	2020
	73,392 / 179,510 = 0.41
	73,392 / 614,680 = 11.94%

	2021
	40,283 / 216,787 = 0.19
	40,283 / 601,602 = 6.69%

	2022
	10,926 / 216,473 = 0.05
	10,926 / 542,751 = 2.01%

	2023
	25,190 / 161,148 = 0.16
	25,190 / 420,457 = 6.00%

	2024
	14,822 / 158,291 = 0.09
	14,822 / 394,879 = 3.75%




Trend Analysis (2020–2024)
In five years, the sales had reduced by 36 percent, gross profit had decreased by 35 percent, and the net income had gone down to a loss of £24 billion, compared to the previous profit of 38.6 billion. The assets were shrinking by 37% and equity was shrinking by almost 50 percent. The trend reveals contraction of the system because of competitive pressures, obsolescence of products and ineffective cost restructuring.
In 2023 (Goodwill write-downs, major impairments, total = 49 billion), the company suffered by reversing cumulative profits and lowering operating margins. This last continues to be strategic weakness and not one-time shocks since the company incurs subsequent losses even with lower operating costs in 2024.

Strengths
Out of the decline, there are still a number of strengths. It has a large asset base across the globe (£323 billion), a strong brand name and average liquidity as compared to the peers. Its cash operating cash flow is already minimal although it shows that the core business still can make cash. Moreover, the diversified nature of the operations of the firm and technological sophistication offers the firm a recovery platform in case a restructuring process is successful.

Threats and Weaknesses
Nevertheless, its weaknesses prevail. Retained earnings have been dwindled by continuous net losses and increasing debt reliance and negative interest coverage point to solvency. Decreasing efficiency of working capital (slowness of receivables recovery and slow turnover of inventory) indicates operation inefficiency. The presence of exposure to foreign markets is an added risk of currency and inflation, as the company has less cash reserves to hedge the volatilities.
In addition, declining EPS and equity value greatly contradicts the shareholder confidence. Unless it immediate turnaround steps the company will end up defaulting or taken up.


Corporate Failure Prognosis (Altman Z-Score)
In order to evaluate the risk of bankruptcy, Altman Z-score model of manufacturing companies may be used:
Z = 1.2(Working Capital/Total Assets) + 1.4(Retained Earnings/Total Assets) + 3.3(EBIT/Total Assets) + 0.6(Market Value of Equity/Total Liabilities) + 1.0( Sales/Total Assets).
Approximate 2024 ratios:
•	Working Capital = (242,494 – 158,291) / 323,354 = 0.26
/retained earnings/total assets = 208,431/323,354=.64.
•	EBIT / Total Assets = (−15,297) / 323,354 = −0.05
•	Market Value of Equity/Total Liabilities 153,105 /170,249 =0.90.
•	Sales / Total Assets = 394,879 / 323,354 = 1.22
Thus,
Z ≈ (1.2×0.26) + (1.4×0.64) + (3.3×−0.05) + (0.6×0.90) + (1.0×1.22)
Z ≈ 0.31 + 0.90 − 0.17 + 0.54 + 1.22 = 2.80.
General Electronics has a Z-score of 2.8 which is in the grey zone, which denotes moderate distress and a high level of default risks. Failure to regain profitability would soon drive down the Z-score to a point below 1.8 indicating that the company is likely to suffer bankruptcy.
The financial health of the company is consistently strong relative to other firms.<|human|>Full Financial Prognosis.
In short, General Electronics is a high leveraged, low margin, liquidity limited company that is experiencing decreasing profitability and use of assets. Financial statements show that the firm has been facing long-lasting inefficiency, cost explosion, and market saturation. The Altman Z-score shows that it is vulnerable but not that it is going into bankruptcy right now - meaning that a financial turnaround, reorganization and better management of working capital would help it regain stability.
The company needs to immediately reduce costs, sell non-core assets, renegotiate deals with debts, and redirect the capital into high-paying innovations. It has strong global presence and brand recognition which can support the recovery, but in the absence of fiscal discipline, it may end up losing shareholder value over the long run.
























2. Working Capital Management Analysis.

Cash Operating Cycle
The cash operating cycle (COC) is used to determine the duration of turnover of investments in inventory and receivables into cash inflows of sales. It is calculated as:
COC = Days Inventory outstanding (DIO) + Days Sales Outstanding (DSO) - Days payable outstanding (DPO)
Using financial data for 2024:
• Inventory turnover = (Cost of Sales)/Average Inventory) = 280, 885/83,814 = 3.35 times
• DIO = 365 / 3.35 ≈ 109 days
• Receivables turnover = Net Sales / Average Receivables 394,879/113,389 = 3.48 times.
• DSO = 365 / 3.48 ≈ 105 days
• Payables turnover = Cost of Sales/Average Payables = 280,885/ 64,532 = 4.35 times.
• DPO = 365 / 4.35 ≈ 84 days
Accordingly, Cash Operating Cycle = 109 + 105 -84 = 130 days.
It is a COC of more than four month, way beyond the industry standard (Mean of 60-75 days in the electronic manufacturing industry). Long cycle displays ineffective collection, stockworks and ineffective coordination with the suppliers - which all confines cash in the business.

Working Capital Difficulties and Liquidity Analysis.
Its liquidity status has been bad because of poor working capital discipline. Despite the current ratio (1.53) and the quick ratio being (1.03), implying marginal short-term solvency, the cash reserves have been decreasing at almost 60 percent, whereas the short-term debt has increased to at least £37bn. The reduction in the sales and the static receivables indicate slow collection and poor control of credit. Large stocks (£79bn; 33% of current assets) also limit liquidity and subject the company to the obsolescence risk, which is severe in the high-tech industries. Also, extended payables will offer short-lived relief and may destroy supplier relationships and credit ratings.


Key Liquidity Problems
1. Weak Receivables Management.
DSO has increased to 105 days which is way higher than the industry standard of 60 days. This indicates ineffective screening of credit and collection procedures, which is holding more than £40bn of working capital.
2. Excess Inventory Holdings
The 109 inventory days indicate quantity manufactured, poor forecasting, and sluggish inventory turnover. This adds storage expenses, depreciation and decreases agility in its operations.
3. Reliance on Short-term borrowing.
The dependence on short-term debts (8-10% interest) increases the risk of refinancing and interest rate and is the symptom of low management of internal liquidity.
4. Declining Cash Reserves
The cash levels plummeted to £26.8bn implying that the working cash inefficiencies have absorbed the operating cash flows.

Strategic Recommendations
1. Enhancing Receivables Management.
• Reduce credit conditions (e.g. net 45), improve credit scoring and limit high risk credit.
• Install computerized receivables and real-time tracking.
• Provide incentives of early payments (e.g. 2%/10).
Selective factoring can be used in order to obtain instant liquidity without increasing debt.
Result: DSO decreased to 70 days; approximately 30bn of liquidity discharged.


2. Inventory Optimisation
• Implement Just-in-Time procurements to reduce stocks.
• Predictive analytics: align production and demand.
• Product lines with low turnover or low profit margins rationalize.
• Introduce Vendor-Managed Inventory to major suppliers.
Result: Inventory days reduce to approximately 75; approximately 25bn released.

3. Supplier and Payables Management.
• Negotiate longer but constant payment conditions (100110 days).
• Maintain the cash flow of suppliers using Supply Chain Finance at reduced cost.
• Streamline suppliers in order to enhance bargaining power and conditions.

4. Liquidity and Treasury Management.
• Global cash pooling and centralisation of treasury operations.
• Use 13-week rolling cash forecasting in predicting deficits.
• Keep a liquid buffer (unless there is a liquidity buffer of 5% of annual revenue).
• Invest excess cash or pay off high-price short-term debt.
Result: The positive cash ratio will be increased by 0.17 to about 0.35; stakeholder confidence.

Short-term vsLong-term Financing.
Short-term borrowing is flexible without rolling over but it increases rollover, interest risk, and liquidity risk- particularly 36.9bn of short-term loans at 8-10 interest. More environmentally friendly options are:
• Commercial paper (post credit-rating recovery).
• Receivable or inventory secured asset-based lending.
Considering the asset base of the firm, a long-term financing is more suitable, which will minimize the risk of refinancing and will assist in maintaining financial stability.

Projected Impact of Reforms
Such reforms would shorten the cash conversion cycle by 130 to 80 or so days, releasing at least 55bn of working capital. Liquidity ratios will increase (current ratio will be approximately 1.8; quick ratio will be 1.2), and operating cash flows could grow by 3040 per cent. This would decrease the short term line of credit and rebuild confidence of the suppliers and investors.

Conclusion
Liquidity crisis is not based on market failure, but rather the poor working capital management which is in line with the findings in the corporate finance and operations management literature. Drawing tighter credit control, inventory optimisation, supplier financing and long-term shifting to long-term funding will enable the firm to recover liquidity, enhance operational effectiveness and long-term financial sustainability.

3. Long-term Financial Restructuring Plan.
There are three convergent goals followed in this plan:

1. Realignment of Capitals and Debts.
Current Position
By 2024 total liabilities cover forty-three percent or more of the total assets, financed by a total of 170 billion. The long-term debt is moderate, however, the short-term debt and low interest coverage (–4.5x) of the company becomes the source of refinancing risks. The increasing expense of debt along with the decreasing income has made the capital structure ineffective and risky.

Restructuring Actions
a. Debt Rescheduling and Refinancing.
GE must discuss with its key creditors and banks the conversion of a half of short term loans (£18 billion) into 3-5 year term loans with lower interest rates (intended set to be 5 to 6 percent). This will relieve the liquidity strains in the short run and lengthen the payback period to enhance the current ratio to 1.8.
b. Debt-for-Equity Swap
The retained earnings and high leverage are negative trends, and a debt-for-equity swap would help in fortifying the balance sheet. The creditors might trade away 10 billion pound of debt in equity with a discounted price, and save a £500 million of interest cost a year and enhance the equity capital. This is a dilution of the existing shareholders but it maintains solvency and increases the long-term value.
c. Recovery and Bond Issue under a credit rating.
GE needs to aim at improving its credit rating to BBB in 12 months after restructuring which will allow it to issue long term corporate bonds of 5-10 billion pounds to fund innovation and research and development. This is opposed to short-term volatile credit in that investment is substituted with stable-nxed rate financing.
Financial Impact:
All this would cut down on the annual interest bill by an estimated 1 billion and reduce the debt to equity ratio, which was 1.11 to about 0.8 and stabilize the free cash flow.

2. Portfolio Rationalization and Divestiture.
Strategic Rationale
The globalization of GE has brought about a lack of efficiency. The units that do not generate or do not generate returns (e.g., legacy home appliances and low-margin consumer devices), drain much working capital but do not result in high returns. The portfolio rationalization would release funds towards expansion that drives high development e.g. renewable electronics, AI-enabled appliances, and digital parts.
Recommended Divestitures
• Dispose Non-Core Unit: Disposes two mature and low-margin subsidiaries (proceeds of discussion £1520 billion).
• Quit the Unprofitable Markets: Pull out of three regional markets where sales have reduced more than 25 percent since 2021 with low foreign exchange.
• Sell Unutilized Assets: Sell excess facilities, outdated machines and idle real estate (running into the case of about £5 billion recoverable).
Redeployment of Funds
There should be strategic reallocation of the divestiture proceeds:
• £10 billion to pay off debt (as leverage goes down further);
• 10 billion increased in digital transformation and R&D;
• Remaining committed to liquidity buffer or share buybacks after the turnaround.
Financial Outcome:
Reduction in the operating margin of between 2-3 percent a year and increment of the free cash flow of between 3-4 billion pounds due to cost cuts and efficiency gains.
3. Equity Injection and Restructuring of ownership.
Strategic Investor Partnership.
As a stabilizer of equity capital to indicate confidence to markets, GE ought to draw a strategic equity participant, ideally a sovereign wealth fund or technology conglomerate with a £20 billion minority investment. Such an investor would create liquidity without raising debt and may have opportunities to create technological collaboration.

Private Placement or Rights Issue.
In case of improved market sentiment, GE can also issue new shares of a nominal value of £10 billion in the form of a rights issue to current shareholders and strengthen retained earnings and invest in innovation.
The joint equity injection of about £30 billion would ensure that the leverage ratio ended up below 0.7 and the solvency ratios were greatly enhanced.
Impact on Shareholder Value:
The current shareholders are likely to suffer dilution (about 10- 15 percent) but stabilized earnings along with better liquidity and revival in future growth will most likely increase market capitalization, offsetting the dilution effect in 2-3 years.

4. Business Re-organization and Cost Leadership.
Fixed Cost Rationalization
The operating costs of GE have increased to an unaffordable level of 182 billion pounds in 2023. The reorganization plan incorporates:
• Regional office consolidation, overhead administration is cut by 15%.
• A saving of up to 2 billion a year through labor optimization and automation.
• Lean manufacturing to minimize waste and enhance the capacity utilization.

Supply Chain Integration
Adoption of global supply chain integration to reduce logistics and procurement costs by up to 10 percent that can also be aligned with the working investment of capital discussed in the previous sections.
Digitalization and Technology.
When minimizing maintenance and downtimes, invest in smart systems of production, analytics, and predictive maintenance to improve asset usage.
Financial Impact:
Integrated operational changes will provide 2 financial years of annual savings of £6-8 billion and a 4-5 percentage margin enhancement in the operating margin.


5. International consideration of finance.
Taxation
Reorganization in the world should take into account the efficiency of taxation. One of the methods that GE should seek to harmonize its taxation systems is creation of the regional treasury centers in the areas with low taxes (e.g., Ireland or Singapore) to run intra-group financing. This may bring down the effective tax rate of 25 percent in the past to about 18%.
Currency and Exchange rate risk.
There is the risk of earnings due to currency volatility since the operations involve multinationals. Depending on the risk of FX exposure, a centralized currency hedging initiative on forward contracts and options would help reduce these risks especially in junior markets.
Inflation and Interest rate exposure.
The supplier markets have experienced an inflationary pressure that has increased the cost of inputs by almost 8 percent per year. Costs would be stabilized by making long term contract with suppliers with price adjustment clauses and local sourcing. At the same time, a coin-in-fixed rate debt post-structuring would protect an interest spike to the firm.

6. Ethical and CSR Reflections.
An effective turnaround should be in line with ethical governance and practices that are sustainable.
Workforce Welfare: Retraining and just severance compensation should be used in dealing with Downsizing and automation.
• Sustainability Goals: Recycle 5 percent of yearly incomes after recovery into renewable materials and electronic recycling materials.
• Open Reporting: Intensify ESG reporting as a signal of recovering investor trust and standards of International reporting (e.g., GRI, IFRS Sustainability).
These would enhance the publicity of the company, draw in socially responsible investors, as well as reduce reputational risk.

7. The anticipated Financial Distributions of Restructuring.
Financial profile of the General Electronics would be enhanced after the implementation in the following way:
Debt-to-equity ratio is lowering 1.11 to about 0.7.
• Interest coverage is no longer negative but 4-5x.
• Rebound in operating margin back to 667%.
• Net income is restored to positive value (goal of the net income is to be between £8 and 10 billion annually in three years).
The increases in the Altman Z-score to greater than 3.0 means that there is a stable financial situation.
The measures would boost investor confidence, share valuation and be capable of reinstating dividend paying ability by 2027.

Conclusion
Financial reorganization of General Electric should be a mixture of balance sheet mending, operational austerity and strategic capital investments. Rerecalibration of debts, divestitures and equity injection will stabilize solvency, rationalization of operational costs and transformation of the company to digital will regain competitiveness.
It will make the turnaround sustainable and socially responsible using ethical governance and international financial prudence. When it is done right, GE is able to transform into a troubled-conglomerate to a lean, innovative and globally resilient electronics leader.




















4. Investment Appraisal, Capital Budgeting.
The Board has three projects at hand (A, B and C) with different investment amounts and riskiness. The investment decision will be supported by a serious financial analysis based on Payback Period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI), and Internal Rate of Return (IRR) analyses.

Project Details
	Project
	Initial Investment (£m)
	Cash inflows (Years 15,26), (£m)

	A
	40
	10, 12, 14, 10, 8

	B
	30
	6, 6, 6, 6, 6

	C
	50
	5, 10, 20, 25, 15


Discount rate = 10% per annum
Depreciation = Straight-line to zero within 5 years.
Capital Rationing: = £60 million maximum total investment.

1. Payback Period (PBP)
Project A:
Cumulative cash inflows:
Year 1= 10m, Year 2= 22m, Year 3= 36m, Year 4= 46m = Payback between Year 3 and 4.
Payback = 3 + (4/10) = 3.4 years.
Project B:
Cumulative inflows: £6m, 12m, 18m, 24m, 30m 5yrs Payback.
PBP = 5 years.
Project C:
Cumulative inflows: £5m, 15m, 35m, 60m 2 Years 3-4 payback.
Payback = 3 + (15/25) = 3.6 years.

Interpretation:
Projects A and C are having a similar payback period (approximately 3.5 years) and Project B absorbs the entire time (5 years) making it the least attractable to recover the liquidity.

2. Accounting rate of Return (ARR)
ARR = Annual accounting profit averaged/Initial investment.
Suppose accounting profit = Annual depreciation -Average annual cash inflow.
Project A:
Average inflow = (10 + 12 + 14 + 10 + 8)/5 = £10.8m.
Depreciation = £40m / 5 = £8m.
Average profit = £10.8 – £8 = £2.8m.
ARR = (2.8 / 40) × 100 = 7.0%.
Project B:
Average inflow = £6m.
Depreciation = £30m / 5 = £6m.
Average profit = £0.
ARR = 0%.
Project C:
Average inflow = (5 + 10 + 20 + 25 + 15)/5 = £15m.
Depreciation = £50m / 5 = £10m.
Average profit = £5m.
ARR = (5 / 50) × 100 = 10.0%.
Interpretation:
Project C experiences the largest accounting return which means it has more potential making it profitably viable.


3. Net Present Value (NPV)
Using a 10% discount rate:
Discount factors for Years 1–5: 0.909, 0.826, 0.751, 0.683, 0.621.
Project A:
NPV = (10×0.909) + (12×0.826) + (14×0.751) + (10×0.683) + (8×0.621) – 40
= 9.09 + 9.91 + 10.51 + 6.83 + 4.97 – 40
= £1.31m.
Project B:
NPV = (6×0.909) + (6×0.826) + (6×0.751) + (6×0.683) + (6×0.621) – 30
= (5.45 + 4.96 + 4.51 + 4.10 + 3.73) – 30
= −£7.25m.
Project C:
NPV = (5×0.909) + (10×0.826) + (20×0.751) + (25×0.683) + (15×0.621) – 50
= (4.55 + 8.26 + 15.02 + 17.08 + 9.32) – 50
= £4.23m.
Interpretation:
Projects A and C are positive in terms of NPV, meanwhile, Project B will kill value. Project C will report the greatest NPV hence should be given priority.

4. Profitability Index (PI)
PI = Present of the inflows/Initial investment.
Project A:
PV of inflows = £41.31m. PI = 41.31 / 40 = 1.03.
Project B:
PV of inflows = £22.75m. PI = 22.75 / 30 = 0.76.
Project C:
PV of inflows = £54.23m. PI = 54.23 / 50 = 1.08.
Interpretation:
Projects whose PI is greater than 1 are agreeable. B and C would both qualify however C would give a high profitability index.

5. Internal Rate of Return (IRR)
IRR is the discount at which NPV =0.
Project A:
NPV(10%) = £1.31m; NPV(15%) ≈ −£3.7m → IRR ≈ 11.5%.
Project B:
NPV(0%) = £0m; NPV(10%) = −£7.25m → IRR ≈ 3%.
Project C:
NPV(10%) = £4.23m; NPV(15%) ≈ −£2.6m → IRR ≈ 12.8%.
Interpretation:
Project C has the highest IRR (12.8) and that is comfortably above the cost of capital that is 10, project B has its IRR lower than the required threshold that makes it financially unattractive.

Moving on to basic terms used in investment metrics, it must be noted that the majority of investment strategies relate to the principal and coupon rates of fixed income investments such as bonds, treasury bills, and other fixed income instruments (Krishnan 1992, p.1).<|human|>Overview of Investment Metrics It should be stated that most investment strategies are associated with the principal and coupon values of fixed investments like bonds, treasury bills and other fixed investments (Krishnan 1992, p.1).
	Measurement
	Project A
	Project B
	Project C

	PBP
	3.4 yrs
	5.0 yrs
	3.6 yrs

	ARR
	7%
	0%
	10%

	NPV (£m)
	1.31
	−7.25
	4.23

	PI
	1.03
	0.76
	1.08

	IRR
	11.5%
	3%
	12.8%



6. Decision Under Capital Rationing(60m Limit)
The maximum investment possible to the company is 60 million pound.
Possible combinations:
• A + B = £70m → exceeds limit.
• A + C = £90m → exceeds limit.
• B + C = £80m → exceeds limit.
Therefore, there can be a single selection of a project within a given budget cycle.
The project, which gives the greatest shareholder value is one with the best NPV and PI - Project C (NPV £4.23m, PI 1.08, IRR 12.8%).

7. Risk Analysis and Sensitivity Analysis.

• Cash Flow Risk: Project C has more volatility at the beginning of the project, although the risk-adjusted returns are favourable. NPV is positive even at a discount rate of 12 percent (~1.7m).
Market/Technological risk: A and C are in high-growth, high-innovation markets; B is a low-growth, and low-declining market.
• Strategic Fit: The project C helps the firm to extend its policy of technology renewals as well as global competitiveness- in line with strategic investment literature.

8. Monetary Strategy Congruency.

Project C will be in line with the restructuring and liquidity recovery goals of the firm:
• Costs 50m, in rationing.
• Cash inflows grow after Year 3, which helps to enhance liquidity after working capital reforms.
• Partially can be funded using retained earnings or asset sales, which would lower the requirements on borrowing.
• Value creation is observed in IRR (12.8) which is greater than WACC (10%).


9. Strategic Justification and Ethics.
Project C contributes to:
Long term sustainable growth.
• Technological innovation
• favourable social well-being (good energy consumption, sustainable resources)
• Improved corporate reputation and trust of stakeholders.

This is in line with the contemporary corporate governance and CSR models that have been highlighted in the IB journals and financial journals.

10. Turnaround Implications
If delivered as projected:
• Annual post-tax cash inflows: expected at around London 15m.
Contribution to earnings could increase net income by 15-20%
• Increases ROA, ROE and recovery of retained earnings.
• Promotes long term restructuring and competitiveness.

11. Recommendation
Project C is a project that should be chosen as the only investment since this provides:
· Maximum value creation (NPV, PI)
·  Highest payback in comparison with the cost of capital (IRR > WACC)
·  Innovation and turnaround priorities are aligned with the strategy.
·  Resilience to sensitivity analysis.
·  Long-term benefits, which are ethical and sustainable.

Project A and B have to be postponed. Project B will not be accepted because the NPV is negative and the profitability is bad.

Appendices Summary
Appendix 1: Ratio Analysis Survey (2020-2024)
Profitability analysis shows General Electronics has faced continuous deterioration over the five-year period. The gross profit margin declined from 28.7% (2020) to 24.7% (2024), indicating higher costs relative to sales. The operating margin turned negative, reaching –20% in 2023 and –3.9% in 2024, reflecting excessive operating expenses. The net profit margin worsened sharply from 6.3% (2020) to –6.1% (2024), confirming sustained unprofitability.
Liquidity ratios reveal a weaker short-term financial position. The current ratio fell from 1.8 to 1.5, and the quick ratio dropped to around 1.0, showing reduced ability to meet short-term obligations. The cash ratio decreased from 0.32 to 0.17, indicating growing dependence on receivables and inventory to sustain operations.
Efficiency ratios also weakened. Total asset turnover fell slightly from 1.2 to 1.1, while inventory turnover declined significantly, implying overstocking and slower sales. Receivables turnover dropped marginally, showing slower collection from customers.
In terms of gearing, leverage and equity power both declined. The debt-to-equity ratio moved from 1.1 (2020) to 0.9 (2024), partly due to debt repayments but mainly reflecting reduced equity from consistent losses. Interest coverage turned negative in 2023–2024, as operating income could no longer cover interest payments.
Investment ratios highlight severe shareholder value erosion. Earnings per share (EPS) fell from £2.78 (2020) to a loss of £1.85 (2024). ROE declined from 12% to –16%, and ROA from 7.6% to –7.4%, reflecting persistent losses and asset inefficiency. Dividend capacity vanished, and investor confidence fell sharply.
The Altman Z-score, below 1.0 in 2024, places the company in the distress zone, signaling high bankruptcy risk unless recovery measures are implemented urgently.


Appendix 2: Cash Flow Overview
Operating cash flow declined from £73 billion (2020) to £14.8 billion (2024) despite cost-cutting. The limited positive cash flow in 2024 resulted mainly from working capital adjustments (inventory reduction and extended payables) rather than operational profitability.
Investment cash flows remained negative (over £7 billion annually), showing continued investment in low-return areas. Financing cash flows fluctuated due to alternating debt issuance and repayments, while large treasury stock buybacks further strained liquidity.
The cash position fell by 53% over the period to £26.7 billion, indicating tightening liquidity and the urgent need for working capital improvements and optimized external financing.

Appendix 3: Major Investment Appraisal Finding
Three projects were evaluated using Payback Period, Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI), and Internal Rate of Return (IRR) at a 10% cost of capital:
· Project A: Payback 3.4 years, ARR 7%, NPV £1.31 million, PI 1.03, IRR 11.5%.
→ Low-risk, moderate profitability.

· Project B: Payback 5 years, ARR 0%, NPV – £7.25 million, PI 0.76, IRR 3%.
→ Value-destructive and financially unviable.

· Project C: Payback 3.6 years, ARR 10%, NPV £4.23 million, PI 1.08, IRR 12.8%.
→ Best performance, exceeding cost of capital and aligned with innovation goals.
Given capital rationing (max £60 million), Project C is the optimal investment for financial recovery and strategic growth.

Appendix 4: Visual Interpretation
Trend analyses reveal the following insights: 
· Revenue vs. Net Income (2020–2024): Sharp decline with losses in 2023–2024.
· Liquidity Ratios: Gradual deterioration, reflecting reduced short-term solvency.
· Leverage and Interest Coverage: Increasing financial risk and negative coverage ratios.
· Cash Flow Trends: Falling operating inflows, persistently high investment outflows.
· Investment Appraisal Charts: NPV positive for Projects A and C, negative for B; IRR highest in Project C (12.8%).
These visuals underscore the need for restructuring and targeted investment to restore stability.
Appendix 5: Ethical and International Considerations
In compliance with global corporate governance standards, General Electronics must adopt transparent, ethical financial restructuring and investment practices.
Project C’s sustainability focus—reducing electronic waste and improving energy efficiency—supports the firm’s ESG (Environmental, Social, Governance) profile and environmental responsibility.     
To address currency volatility and inflation, the company should employ hedging strategies and promote local sourcing. Tax management must remain legally efficient yet ethical, while maintaining fair labor and supply chain standards to rebuild stakeholder trust and global reputation.

Appendix 6: Strategic Financial Impact Summary
After implementing restructuring and Project C, the company targets the following within 3–5 years:
· Achieve net break-even by Year 3 through cost optimization and product innovation.
· Restore liquidity (current ratio >1.8) and generate positive free cash flow.
· Reduce leverage as improved cash flows enhance debt-servicing ability.
· Enhance shareholder value through stronger NPV, ROE, and profitability.
· Rebuild global reputation via ethical, sustainable, and economically sound practices.

Conclusion
The appendices collectively confirm that General Electronics has experienced severe financial decline, marked by falling profitability, liquidity pressure, inefficiency, and weakening equity. The firm is currently in financial distress, with a critical need for restructuring.
However, through disciplined operational reforms, improved cash management, and strategic reinvestment—particularly in Project C, which aligns with both financial and sustainability goals—the company can restore profitability, strengthen liquidity, and regain investor confidence.
A transparent, ethical approach to restructuring, reinforced by ESG-aligned innovation, will position General Electronics for long-term financial recovery, competitiveness, and sustainable growth.

5. Appendices
Introduction
This appendix analyses the financial performance of General Electronics from 2020 to 2024 using information from its income statement, balance sheet, and cash flow statement. The focus is on key financial ratios—profitability, liquidity, efficiency, and gearing—and investment appraisal indicators. Supporting graphs and tables illustrate financial trends and inform recommendations for restructuring and strategic investment.

Appendix 1: Ratio Analysis (2020–2024):
A. Profitability Ratios
	Ratio
	2020
	2021
	2022
	2023
	2024
	Trend/Comment

	Gross Profit Margin (%)
	28.7
	28.8
	28.1
	23.2
	24.7
	Gradual fall due to rising cost of sales relative to revenue.

	Operating Margin (%)
	6.1
	3.9
	2.7
	–20.3
	–3.9
	Turned negative as expenses outpaced sales.

	Net Profit Margin (%)
	6.3
	0.9
	0.07
	–23.4
	–6.1
	Continuous decline confirming unprofitability.

	Return on Assets (ROA, %)
	7.6
	1.0
	0.08
	–27.6
	–7.4
	Negative from 2023 onwards due to losses.

	Return on Equity (ROE, %)
	12.0
	1.9
	0.15
	–54.9
	–16.0
	Indicates erosion of shareholder value.


Interpretation: Profitability collapsed between 2022–2024, with heavy operating and net losses. Cost pressures, high operating expenses, and declining revenue reduced earnings power.



B. Liquidity Ratios
	Ratio
	2020
	2021
	2022
	2023
	2024
	Trend/Comment

	Current Ratio
	1.8
	1.6
	1.6
	1.6
	1.5
	Gradual weakening, showing reduced short-term solvency.

	Quick Ratio
	1.0
	0.9
	0.9
	0.8
	1.0
	Marginal improvement but remains tight.

	Cash Ratio
	0.32
	0.28
	0.31
	0.27
	0.17
	Significant deterioration in liquidity.


Interpretation: Short-term liquidity is tightening. Declining cash reserves and reliance on receivables suggest operational strain and dependence on external financing.

C. Efficiency Ratios
	Ratio
	2020
	2021
	2022
	2023
	2024
	Trend/Comment

	Asset Turnover (times)
	1.2
	1.2
	1.1
	1.1
	1.1
	Slight decline showing reduced asset utilization.

	Inventory Turnover (times)
	3.6
	3.2
	2.8
	3.7
	3.5
	Volatile, suggesting overstocking in some years.

	Receivables Turnover (times)
	4.8
	4.6
	4.8
	3.7
	3.5
	Slower collection from customers.


Interpretation: Asset efficiency declined, contributing to cash flow pressure and delayed working capital recovery.

D. Gearing and Solvency Ratios
	Ratio
	2020
	2021
	2022
	2023
	2024
	Trend/Comment

	Debt-to-Equity Ratio
	1.1
	0.9
	0.9
	1.0
	0.9
	Debt slightly reduced but equity also fell sharply.

	Interest Coverage (times)
	4.2
	2.8
	1.3
	Negative
	Negative
	Losses unable to cover interest payments.


Interpretation: Leverage risk remains moderate, but losses and declining equity create solvency concerns. Interest coverage becoming negative signals financial distress.

E. Altman Z-Score Estimate
Z-score < 1.0 in 2024 indicates financial distress and a potential risk of insolvency if restructuring is delayed.

Appendix 2: Cash Flow Summary:
	Cash Flow (£m)
	2020
	2021
	2022
	2023
	2024

	Operating Activities
	73,392
	40,283
	10,926
	25,190
	14,822

	Investing Activities
	(23,734)
	(17,041)
	(21,208)
	(13,877)
	(8,428)

	Financing Activities
	65,964
	(22,026)
	20,501
	(34,779)
	(19,764)

	Net Change in Cash
	(17,149)
	3,660
	5,927
	(23,989)
	(15,968)

	Closing Cash Balance
	57,153
	60,813
	66,740
	42,751
	26,783


Interpretation: Operating inflows declined by nearly 80% since 2020, mainly due to reduced profitability. Investment outflows remained high, and financing inflows turned negative due to loan repayments and share repurchases. The cash position halved, underscoring severe liquidity constraints.






Appendix 3: Investment Appraisal Summary
	Metric
	Project A
	Project B
	Project C
	Interpretation

	Payback Period (years)
	3.4
	5.0
	3.6
	A and C recover capital faster.

	Accounting Rate of Return (ARR, %)
	7
	0
	10
	Project C highest return.

	Net Present Value (NPV, £m)
	1.31
	–7.25
	4.23
	C creates most value.

	Profitability Index (PI)
	1.03
	0.76
	1.08
	C > 1 indicates viable investment.

	Internal Rate of Return (IRR, %)
	11.5
	3
	12.8
	Both A and C exceed 10% cost of capital.


Conclusion: Under capital rationing (£60m), Project C offers the best combination of profitability, risk tolerance, and strategic fit, supporting innovation and sustainability.

Appendix 4: Graphical Trends (Summary)
· Revenue & Net Income (2020–2024): Continuous decline, with losses in 2023–2024.
· Liquidity Ratios: Downward trend indicating weakening solvency.
· Leverage & Interest Coverage: Rising financial risk, negative coverage in recent years.
· Cash Flow Chart: Falling operating inflows; persistent investment outflows.
· Project Comparison: NPV and IRR highest for Project C; negative for Project B.

Appendix 5: Ethical and International Considerations
General Electronics should follow transparent and ethical restructuring aligned with global ESG standards. Project C supports environmental goals through reduced electronic waste and energy efficiency. The company should also:
· Use hedging to mitigate currency and inflation risks.
· Maintain tax compliance and fair labor practices.
· Reinforce local sourcing and sustainable supply chains to restore reputation and stakeholder trust.

Appendix 6: Strategic Financial Impact Summary
Expected outcomes from restructuring and investment in Project C (within 3–5 years):
· Achieve break-even by Year 3 through cost control and innovation.
· Strengthen liquidity (current ratio >1.8) and generate positive free cash flow.
· Improve debt-servicing via higher operating inflows.
· Enhance shareholder value through better ROE and NPV.
· Build a sustainable global image anchored in ethical and efficient business conduct.
Conclusion
The financial evidence demonstrates a sharp deterioration in profitability, liquidity, and efficiency across 2020–2024, placing General Electronics in financial distress. Despite this, a structured turnaround centered on Project C and disciplined cash management can restore solvency and profitability. Ethical practices and sustainability-driven investments will be vital for regaining investor confidence and achieving long-term stability.
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