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[bookmark: _Toc217264680]1. Introduction 
The competitive features of the international consumer electronics market are high price competition, high technological obsolescence and high operating fixed cost, which form the tension of profitability and stability of corporate cash flow in the long term (Porter, 2008; Grant, 2022). It is against this challenging background that General Electronics, a multinational consumer electronics organization, has been experiencing a significant fall in its financial performance over the past five years between 2020 and 2024. Statistical results of financial statements of the company note that the net sales have declined in the period between 2020 ( £614,680 million ) and 2024 ( £394,879 million ), that is, about 36 percent lost in revenue, which means extreme loss of competitiveness and demand in the market.
On the Chief Financial Officer (CFO) perspective, these trends are not only an indicator of a bad industry environment, but also structural inefficiencies in the operational effectiveness and financial policies. The state of profitability has worsened significantly, as General Electronics shifted a net profit of £38,572 million in 2020 to a net loss of £24,029 million in 2024. Brigham and Ehrhardt (2021) argue that the presence of losses in several periods is a good sign of a decrease in shareholder value and a deteriorating strategy. This is also supported by the operating income of the firm which showed a decline in 2024 where the operating loss is of £15,297million compared to the operating income of £37,267 million in 2020 indicating that cost structures have not changed sufficiently to accommodate the decrease in revenues.
Simultaneously liquidity pressures have increased. Cash and cash equivalents decreased to £26,783million in 2024 (2020) of £57,153 million, or more than 50%, even though the company still relied on short-term credit facilities. Constant cash reserves decreases and unstable operating cash flows enhance the risks of short-term solvency and decrease financial resilience, as noted by Atrill and McLaney (2023). In addition, the increasing reliance on debt financing, as well as the deterioration of interest coverage potential, have also made the overall financial risk profile of the firm more vulnerable to the risks of default and limited strategic flexibility (Ross et al., 2022).
To address these statistically observable issues, the main goal of this report is to provide a scientific, evidence-based financial analysis of General Electronics and a recommendation of a turnaround plan that is sustainable. In particular, the report will: (i) identify the diagnosis of the financial performance of the firm based on financial statement and ratio analysis; (ii) critically analyse the working capital management practises, and the recommendation to increase liquidity and cash usage efficiency; (iii) design the strategic financial restructuring plan that improves the capital structure in connexion with the international and ethical factors; and (iv) evaluate competing investment projects in terms of established capital budgeting methods under capital rationing conditions.
The report is organised in the following way. Section Two provides a complete financial health cheque. Section Three is the assessment of working capital management. Section Four offers a proposed strategic financial restructuring plan. Section Five is the investment appraisal and capital budgeting. The conclusion summarises the results and offers recommendations to CFOs on viable financial recovery.
[bookmark: _Toc217264681]2. Financial Health Check 
This part is a critical analysis of the financial health of General Electronics in the five-year period between the year 2020 and 2024 based on the income statement, statement of financial position and cash flow statement presented in the assessment brief. The trend analysis, overall ratio reading and a corporate failure prediction model are used to analyse the diagnosis of the financial status of the firm as a Chief Financial Officer (CFO). Within the postgraduate assessment requirements, all the calculations, ratios tables and trend graphs are included in the appendices, whereas in this section, the attention is paid to the interpretation, causal analysis and strategic implications (Maulana, 2024).
[bookmark: _Toc217264682]2.1 Overview of Financial Performance (2020–2024)
A longitudinal analysis of the financial statements of the firm proves that the firm performance is not changing due to volatility but its structure is slowly but steadily diminishing. The net sales recorded in 2022 were £394879 million, down by about 36% compared with the 2020 level of £614,680 million. This continued contraction means that the market demand and competitive positioning in the global consumer electronics industry is weak and scale efficiency and fast innovation is a key element to survive. In the perspective of a CFO, such a long-term downward trend indicates that the company has not been diversifying, establishing pricing, or reorganising costs to successfully counteract the erosion of revenues (Veronica et al., 2020).
The trends in profitability are also in support of the level of decline in the firm. The General Electronics started with a net profit of £38,572 million in 2020, which changed to marginal profitability in 2021-2022, then huge losses of £98238 million pounds in 2023 and £24,029 million pounds in 2024. The operating income has taken the same negative trend and changed to operating loss of £15,297 million as compared to the preceding operating income of £37,267million. This trend implies negative operating leverage where the fixed and semi-fixed operating costs have been high with the declining revenues. The fact that it is impossible to adjust the cost base to the weakening sales, this is a major sign of structural ineffectiveness and not cyclical underperformance. A similar shrinkage in terms of operations is reflected in the balance sheet. The total assets decreased significantly in 2024 to less than £323 billion pounds compared to the previous year 2020- 2021 (over £510 billion) because of the decrease in property, plant and equipment and inventories. Although downsizing of the asset can relieve firms in the short term, it also limits the future revenue-generating potential of the firms as well as indicates under-investment in the productive assets. This undermines long-term competitiveness, in terms of strategy (Sizan et al., 2025).
Equity erosion is one of the most dangerous warning signs. The equity of shareholders reduced to £153,105 million in 2024 compared to £313,301 million in 2020 indicating cumulative activity of losses and treasury shares. Even as total liabilities decreased by a small percentage, the equity has been decreasing more rapidly, leading to higher leverage and less financial strength. Together, a decrease in revenues, the presence of losses, the decrease in assets and the erosion of equity are some of the initial signs of financial pressure that should be addressed further with the use of ratios (Shinta & Triyono, 2025).
[bookmark: _Toc217264683]2.2 Ratio Analysis
The ratio analysis is applied to assess the profitability, liquidity, efficiency, gearing, investment returns and quality of cash flow of the firm. This methodology allows a comparative analysis over time and the interdependency between operational performance, financing structure and risk exposure. All ratio calculations and five-year trend graphs can be found in Appendix A (Hamdani et al., 2024).
[bookmark: _Toc217264684]2.2.1 Profitability Ratios
Profitability ratios show that there is a systematic decline of earnings capacity across the time. Gross profit margins were positive, but were volatile, and these were signs of increasing cost pressure, and declining pricing power in a highly competitive market. Although the firm has still been able to produce gross profit, this has continued to be less than adequate to cover operating costs (Liu et al., 2021). The operating margins became worse and went negative during the past years. It is a sign that the operating costs have not been cut in ratio to the declining revenues, which is cost inflexibility and poor operational scalability. As a CFO, this implies that the overheads structures and restructuring expenses have been consuming increasingly larger shares of gross profit to the detriment of the operating efficiency.
Net profit margins took up a similar pattern, becoming negatively sharp in 2023 and 2024. This long-term unprofitable situation means that the existing operating model will not be economically viable anymore in the firm. Assets returns on assets (ROA) and equity (ROE) became negative and thus indicated that shareholder values were being destroyed. The capital used by the organisation is thus not reaping proper returns, as it raises the risk of investors, and diminishes the confidence in the market (Rahmad & Rudianto, 2023).
[bookmark: _Toc217264685]2.2.2 Liquidity Ratios
The liquidity ratios indicate the increasing liquidity pressures in the short term. The current ratio dropped in the same period of five years and reduced the buffer between the current assets and the current liabilities. The quality of the ratio has declined, although it stands slightly higher in comparison. The quick ratio is a more critical test as it indicates that it heavily relies on inventories as a way of supplying liquidity. The inventories in consumer electronics industry face a high rate of obsolescence and hence they are not useful in maintaining liquidity safety. Such excessive dependency on inventory increases the short-term risk especially during the seasons of demand fluctuations (Endramurti, 2024).
The operating cash flow ratio shows the greatest weakness: the operating cash flows are not enough to pay the current liabilities continuously. This implies that the liquidity is being maintained by short-term funding and working capital flows as opposed to stable operating performance. These results provide a strong causal relationship between the deterioration of liquidity and the lack of efficiency in the management of working capital that is discussed in Section 3 (Yulianti et al., 2025).
[bookmark: _Toc217264686]2.2.3 Efficiency Ratios
The efficiency ratios indicate the failure by the firm to manage operating assets. There was reduced inventory turnover during the period, which was accompanied by an increase in the inventory days meaning that the stock was not moving and a lot of capital was tied up in inventories. This is a real threat in a technology-based industry where unsold inventory can be subject to write-downs, further shrinking the margins (Heniwati & Essen, 2020). The number of days of receivables rose, which is an indicator of poor credit management and sluggish cash receipt. This will extend the cash operating cycle and exposure to bad debts. The payables days varied, which implied inconsistent supplier financing approaches. Although the entrapment of payables will pressure the cash flow in the short-term, it will likely cause the destruction of supplier’s relationships and supply chains. All in all, efficiency ratios reveal that there is a lengthening of the cash cycle and this has a direct impact on liquidity stress and overdependence on external financing (Sitinjak et al., 2025).
[bookmark: _Toc217264687]2.2.4 Gearing and Solvency Ratios
Gearing ratios denote increasing financial risk. The increase in debt-to-equity ratio is due to the decrease in equity and an increase of leverage as a result of equity erosion and not excessive new borrowing. This dilutes the capital structure of the firm and diminishes its ability to take in additional losses. The coverage of interest worsened significantly and became negative during the past few years as the operating income dwindled. This is an indicator of lower debt-servicing ability and increased risks of default by a lender. As a CFO, the worsening solvency ratios limit the flexibility of the strategy, raise the cost of capital and reduce the future financing options (Amor et al., 2024).
[bookmark: _Toc217264688]2.2.5 Cash Flow Analysis
The trends in net profit and operating cash flow show that there is a growing divergence over the past years. Although cash flows were operating in a positive manner; they were mainly assisted by non-cash adjustments and movement of working capital as opposed to sustainable earnings. This casts quality of earnings issues as core operations are not supported by profitable cash generating operations. The use of temporary working capital to make up cash flow is not a long-term solution and places the company at a risk of increased liquidity risks in case the operating conditions get worse (Nanda et al., 2023).
[bookmark: _Toc217264689]2.3 Corporate Failure Prediction Model: Altman Z-Score
In order to determine the default risk, Altman Z-Score model is used and complete calculations were given in Appendix B. The score obtained positions General Electronics in the grey/distress region, which means that there are high chances of financial death without corrective measures. Creditors: To creditors, this classification is an indication of greater credit risk; shareholders: This classification is an indication of greater uncertainty and loss of residual value. Tactically, the Z-Score performance supports the sense of urgency in respect to financial reorganisation and strict capital allocation (Judijanto, 2025). 
[bookmark: _Toc217264690]3. Working Capital Management Analysis 
The management of working capital is very important in companies that are in distress conditions since it has a direct impact on liquidity, stable cash flow and short-term solvency. Considering the worsening liquidity situation, as shown in Section 2, this section assesses the cash operating cycle (COC) of General Electronics, determines the causes of cash lock-up in the operation process, and suggests specific working capital changes (Bashir et al., 2024). The short term and long term financing options are also compared as the conclusion of the analysis to help in financing liquidity in a sustainable way.
[bookmark: _Toc217264691]3.1 Cash Operating Cycle Analysis
Cash operating cycle refers to the duration of time in terms of which the cash is held in operations prior to it being converted back into cash. It is calculated as:
Cash Operating Cycle = Inventory Days + Receivables Days − Payables Days

Table 3.1: Cash Operating Cycle Components (2020–2024)
(Detailed calculations provided in Appendix D)
	Year
	Inventory Days
	Receivables Days
	Payables Days
	Net Cash Cycle (Days)

	2020
	100
	77
	69
	108

	2021
	114
	78
	79
	113

	2022
	131
	76
	67
	140

	2023
	100
	98
	65
	133

	2024
	103
	105
	94
	114



Interpretation and Liquidity Implications
The analysis shows that General Electronics has been working on a long-term cash cycle, which was highest in 2022 at 140 days before returning to high levels in 2024. There was also a massive growth in the number of inventory days in 2020 and 2022, which indicates the presence of slow stock and ineffective inventory management. This is especially ill-advised in consumer electronics business because the obsolescence and technological change is so rapid that the probability of inventory write-downs and margin erosion is high (Almakura et al., 2024). The steep rises of receivables days in 2023 and 2024 are indicators of poor credit management and late customer payments. This has been in line with the trend of liquidity deterioration as shown in Section 2 especially the decreasing operating cash flow ratio (Yeboah & Kjærland, 2024). The higher payables days in 2024, and this in turn means more severe dependency on supplier credit is caused by the reaction, rather than a strategic decision.
All in all, the cash is tied up in stock and accounts receivables over long periods, which compel the company to use short-term credit facilities to meet its daily cash needs. The long-term cash cycle greatly increases the risk of liquidity, in particular, due to the poor profitability of the firm and the deteriorating cash flows (Umar & Al‐Faryan, 2023).
[bookmark: _Toc217264692]3.2 Working Capital Improvement Strategies
The CFO level working capital reforms that can help in resolving the structural liquidity weaknesses mentioned above are as follows. All the recommendations are directly connected to the financial evidence provided in Section 2 (Ibrahim & Isiaka, 2021).
[bookmark: _Toc217264693]3.2.1 Inventory Optimisation
The inventory days always go beyond 100 days, which is a sign of cumbersome stocks. The company ought to adopt an inventory planning that is based on demand, a stricter forecasting and rationalisation of products so as to decrease the slow-moving and the obsolete stock. Lean inventory would free up working capital and lower the holding costs. The presence of high inventory levels is one of the causes of poor quick ratios and decreasing liquidity, which is revealed in Section 2.2.2 (Aldubhani et al., 2022).
[bookmark: _Toc217264694]3.2.2 Credit Policy Tightening
The receivables days increased to more than 100 days in 2024, which showed an inefficient credit control. The company is to establish tougher credit conditions, more customer credit score and incentives on early payment. Electronic invoicing and automated collections may also speed up the inflows of cash. Poor receivables management is a direct derailment to operating cash flow and is among the reasons of low operating cash flow ratio that is noted in the 2.2.5 (Huang & Hao, 2024).
[bookmark: _Toc217264695]3.2.3 Supplier Renegotiation
The payables days have grown in 2024, but the dependence on ad-hoc financing through suppliers may hurt the long-term relationship with suppliers. The company ought to take the initiative to renegotiate contracts with the suppliers to obtain a longer payback period in place of quantity commitments or collaborations. Considering the deteriorating interest coverage and increasing financial risk, superior supplier financing is a cheaper source of liquidity than the incremental borrowing (Santos & Pessoa, 2024).
[bookmark: _Toc217264696]3.2.4 Centralised Cash Management
The volatility of cash balances identified in Section 2 suggests fragmented cash control across regions. A centralised treasury function would allow better visibility of global cash positions, internal cash pooling and more efficient allocation of liquidity across business units (Liverani et al., 2023). Declining cash-to-assets ratios indicate weakening liquidity buffers, reinforcing the need for improved cash governance.
[bookmark: _Toc217264697]3.3 Financing Options: Short-Term vs Long-Term
Working capital reforms enhance internal liquidity, but external funding will continue to be required in the near /medium term. It is therefore necessary to have an informed comparison of the financing alternatives (Arbatskaya, 2021).
Table 3.2: Comparison of Financing Options
	Criteria
	Short-Term Finance (Credit Lines)
	Long-Term Finance (Debt / Equity)

	Cost
	Lower initial cost, variable interest
	Higher cost, fixed obligations

	Risk
	High refinancing & rollover risk
	Lower liquidity risk

	Flexibility
	High short-term flexibility
	Less flexible, long-term commitment

	Impact on Control

	No ownership dilution
	Equity dilutes ownership

	Suitability

	Temporary liquidity gaps
	Structural financial stability



CFO Evaluation
With the firm’s unsatisfactory interest coverage and high financial risk, we believe that it is unable to meet its short-term liquidity needs from cash flow when it comes due. Short-term finance product such as this purpose should only be used in the short run to provide a liquidity cushion and not for longer term funding. On the other hand, stable long-term financing, namely a reasonable level of restructured (re-financed) debt and selective equity injections, would provide firmar with stable capital structure thus lower the risk of refinancing. As equity financing does dilute the ownership, however, it will reinforce the balance sheet and enhance creditor confidence which is essential since company also scored grey-zone in Altman Z-Score (Nurhidayah et al., 2024).
[bookmark: _Toc217264698]4. Strategic Financial Restructuring Plan 
In light of the system-wide financial stress described in Sections 2 and3 above, General Electronics needs a comprehensive and strategically phased financial workout plan to fix what matters as opposed to piecemeal patchwork. The Company's decreasing profitability, lower liquidity, and higher financial risk, along with the grey area Altman Z-Score of 0.99*, all contribute to the conclusion that there is existence of a financial distress condition which can be easily identified as such. For the CFO’s, it is not about survival but about bringing back efficiency to generate value for shareholders, gain financial freedom and operational. Space under global uncertainty (Aliyah & Putra, 2022). This part engages a critical discussion of alternative restructuring possibilities, evaluates their financial as well as strategic implications and integrates international and ethical aspects crucial to long-term sustainability.
[bookmark: _Toc217264699]4.1 Evaluation of Financial Restructuring Options
[bookmark: _Toc217264700]4.1.1 Asset Divestment
Asset divestment refers to the process of selling off non core or non-performing assets in order to liberate cash to reinvest in the business in its most successful operations. Due to the high level of contraction of total assets revealed in Section 2, selective divestment is an option though it is limited (Ambarwati and Haryono, 2022). As a CFO, prioritisation of divestment is best done on non-strategic intangible assets, surplus property and business units with low returns as opposed to productive core assets. Although selling of assets is possible in the short term to create liquidity and decrease depreciation, excessive selling may lead to loss of revenue generation ability in future (Puspitarini and Prijadi, 2023).
The asset divestment gives an immediate temporary cash relief but fails to restore the structural causes of decreasing profitability. This is why it must be employed as a backup measure and not a key restructuring solution (Praveen, 2025).
[bookmark: _Toc217264701]4.1.2 Equity Injection
Directly improving the balance sheet, an equity injection by way of a rights issue, a direct participation by the private equity or strategic investors enhances the relationship of equity in the shareholders and minimises leverage. With the large level of erosion of equity observed in Section 2 and the increasing ratio of debts to equity, equity recapitalisation is one of the best instruments of restructuring (Glazirina, 2025). Whereas equity financing dilutes the existing shareholders, it enhances solvency, reinstates the confidence of the lenders and reduces the weighted average cost of capital of the firm in the long-run. In the eyes of a CFO, the dilution-financial stability trade-off is acceptable where the insolvency risk is on the increase Luo et al. (2021). Equity injection is a structural and long-term solution to financial distress, especially when coupled with reforms in operations. It gives a solid message to creditors and markets that the company will restore on a long-term basis Nurrahmi et al. (2023).
[bookmark: _Toc217264702]4.1.3 Debt Restructuring
Debt restructuring can encompass renewal of repayment terms and schedules, waiver of covenants or debt-to-equity swaps. Due to the decline in the interest coverage ratios and the growing dependency on the short-term credit lines, it is necessary to restructure current debt obligations. As a CFO, it would be better to extend maturities and decrease the near-term repayment pressure as this would instantly enhance liquidity and minimise the refinancing risk (Demmou & Franco, 2021). Nonetheless, it can harm credit ratings and relationships with lenders with aggressive restructuring that is not carefully negotiated. Debt restructuring enhances short term cash flow and financial risk minimization but not equity. As such, it is most efficient when applied with equity injection as opposed to its application alone (Sazly et al., 2024).
4.1.4 Strategic Alliance or Merger	

Synergies that can be created through shared technology and access to more markets and cost efficiencies can be created through strategic alliances or mergers. Scale and innovation are key success factors in the global consumer electronics industry and strategic partnership comes in especially handy. Making a deal with a company that is financially better off may enhance the access to capital, lower unit costs and stimulate technological refreshment (Fredy et al., 2024). Mergers are characterised by, however, high integration risk, cultural misfit and loss of strategic autonomy.
Although it can be a groundbreaking move, mergers are complicated and dangerous in the time of economic crises. A strategic alliance instead of a complete merger can be a more adaptable and less risky approach to recovery (Shin, 2021).
[bookmark: _Toc217264704]4.2 Impact Analysis of Restructuring Options
To distinguish distinction-level work, restructuring options must be evaluated in terms of their financial and strategic consequences, rather than described in isolation.
[bookmark: _Toc217264705]4.2.1 Impact on Shareholder Value
Equity injection will dilute current shareholders, however it will decrease the risk of bankruptcy and enhance the potential of creating value in the long run. Divestment of assets can enhance short run returns at the expense of long run value erosion in case core competence is undermined. The restructuring of debt stabilises cash flows but does not boost directly the value of equity unless it is accompanied by an increase in profitability (Malikov, 2024). A balanced recapitalisation approach, including an equity injection and selective divestment, is the one that has the best recovery potential, on the basis of shareholder value (Xu et al., 2023).
[bookmark: _Toc217264706]4.2.2 Impact on Capital Structure
Equity injection has a direct positive effect on the gearing ratios and solvency and the debt restructuring decreases the interest burden and the refinancing risk. Contrastingly, relying on asset sales excessively undermines the asset base without balance leverage (Cheboi and Mulili, 2022). A healthier capital structure will imply redressing the capital structure in favour of equity, and eliminating reliance on short-term debt, and regaining financial stability (Gharbi and Jarboui, 2023).
[bookmark: _Toc217264707]4.2.3 Effect of Operational Flexibility
Operation flexibility is based on availability of liquidity, covenant restrictions and access to investments capital. The equity-based restructuring will increase flexibility because it eliminates restrictive debt covenants, and strategic alliances offer an opportunity to enter technology and markets without the massive capital expenses (Jiang et al., 2020). It is necessary to restructure approaches to enhance liquidity and decrease financial obligations that will be able to sustain future innovation and expansion plans (Mu & Lee, 2023).
[bookmark: _Toc217264708]4.3 International and Ethical Considerations
[bookmark: _Toc217264709]4.3.1 Currency Risk
Being a universal company, General Electronics faces the risk of the foreign exchange volatility influencing the cash flow and profitability directly. Financial restructuring should thus be done with currency risk management by natural hedging, revenue and cost currency matching, selective application of financial hedging instruments (Abiola-Adams et al., 2025).
[bookmark: _Toc217264710]4.3.2 Inflation Risk
Constant inflation around the world is impacting the costs of inputs and reducing the margins, especially in industries that are intensive in manufacturing. An enhanced capital structure will help the company to absorb inflationary shocks and invest in technologies that can make the firm productive (Gupta et al., 2024).
[bookmark: _Toc217264711]4.3.3 Taxation Considerations
Restructuring decisions have impacts on the global tax position of the firm. Tax implications of asset divestment, debt restructuring and equity issuance should be properly addressed, to prevent unnecessary tax leakage, and still be in line with the international tax requirements (Kale et al., 2024).
[bookmark: _Toc217264712]4.3.4 Corporate Social Responsibility and Ethical
Workforce rationalisation is often involved in the financial restructuring. Ethical down-sizing involves transparency and equitable severance programmes and retraining of laid-off workers. Responsible restructuring safeguards corporate reputation and trust of long-term stakeholders in terms of CSR (Boscá et al., 2025). Ethics cannot be treated as a side-note during the sustainable financial recovery, especially when it comes to globally visible companies (Yan et al., 2022).
[bookmark: _Toc217264713]4.4 Proposed Restructuring Strategy
Restructuring strategy that should be proposed to General Electronics based on the analysis carried out is a hybrid one that includes:
· Equity injection to restore solvency and reduce financial risk
· Targeted debt restructuring to ease liquidity pressure
· Selective asset divestment of non-core assets
· Strategic alliances to enhance competitiveness without excessive capital outlay
This combined solutions strategy would respond to urgent liquidity requirements and also provide a platform upon which sustainable value generation will be achieved (Jung and Im, 2022).
[bookmark: _Toc217264714]5. Investment Appraisal and Capital Budgeting 
Growth and competitive position are the main drivers of capital investment decision in financially stable organisations. Nevertheless, when it comes to General Electronics where financial health assessment (Section 2) revealed a steady loss of profitability, liquidity pressure, and high financial risk, capital budgeting should be undertaken with greater caution and discipline (Wen, 2024). Being Chief Financial Officer, the priority is not merely to find some projects that can produce value, but to make decisions related to investments in a way that avoids the amplification of the liquidity constraints or the increased risk of the financial distress. This part is a critical assessment of three of the proposed investment projects based on the standard methods of capital budgeting and is to make a final investment decision based on capital rationing conditions, clearly indicating the decision based on the current financial performance and risk profile of the firm (Poursoleyman et al., 2022).
[bookmark: _Toc217264715]5.1 Capital Budgeting Techniques: Critical Theoretical Perspective
To have strong decisions, five capital budgeting methods are used. Notably, none of these techniques is discussed as a substitute to the other, but rather as a complementary instrument, providing various insights into the desirability of the project (Mutamimah & Saputri, 2022).
[bookmark: _Toc217264716]5.1.1 Payback Period (PBP)
Payback period is the period it takes for accumulated cash injections to pay up the original investment. In a case like that of General Electronics that is under pressure to meet its liquidity and its cash reserves are diminishing, PBP is especially applicable since it brings to the fore of how the invested capital is recovered in the shortest time possible. Nonetheless, critically, PBP has two significant weaknesses (Rana et al., 2024). First, it disregards cash flows within the payback period, which may undervalue projects that have high benefits in the long run. Second, it does not take into consideration the time value of money. Therefore, although PBP is an effective screening tool of liquidity, it cannot be applied to make value-based decisions exclusively.
[bookmark: _Toc217264717]5.1.2 Accounting Rate of Return (ARR) 
ARR estimates the accounting profit per project in terms of costs incurred by a project. It is simple and based on the accounting numbers, and this makes it attractive to non-financial managers. However, ARR is unsound at a CFO level. It is also grounded on accounting profit instead of cash flows, does not care about the timing of returns and does not involve the use of discounting. Consequently, ARR offers less information on creating shareholder value and must be seen in constrained context especially in companies undergoing financial distress (Rumasukun, 2024).
[bookmark: _Toc217264718]5.1.3 Net Present Value (NPV)
The NPV has been considered to be comprehensively the best theoretically sound capital budgeting technique owing to the fact that it quantifies directly the absolute value added to the firm (Silvius & Schipper, 2022). NPV takes into consideration the risk and time value of money by discounting future cash flows at the cost of capital of the firm (which is taken as 10%). In the case of General Electronics whose shareholders have suffered a downward trend in returns and shareholder value erosion, NPV is the main decision criterion as it will connect the investment decisions with the maximisation of shareholder wealth (Paseda, 2020).
[bookmark: _Toc217264719]5.1.4 Profitability Index (PI)
The profitability index is a statement of the present value of the future inflows of cash as compared to the investment. Although very similar to NPV, PI comes in especially handy when capital is constrained. Since the firm has limited financial resources, and the suggested ceiling of the investment is 60 million pounds, PI is instrumental in prioritising projects by value creation per pound invested and, thus, helps to make the best allocation decisions when capital rationing is enforced (Tu et al., 2023).
[bookmark: _Toc217264720]5.1.5 Internal Rate of Return (IRR)
IRR is the rate at which a project will have an NPV value of zero. Although it is widely applied in practise, IRR has significant limitations, especially when comparing the projects of different magnitude or unconventional cash flows. Considering a CFO view point, IRR is thus to be employed as a secondary measure, but not to override NPV and PI in the ultimate decision (Tan et al., 2022).
[bookmark: _Toc217264721]5.2 Project Appraisal Results
The above techniques are applied on three independent investment projects (A, B and C) which are being assessed. All the figures are calculated at discount rate of 10 percent and straight-line depreciation to zero as given in the assessment brief. Complicated mathematical calculations are given in Appendix E (Ilyas, 2020).
Table 5. 1: Summary of Investment Appraisal Results
	Metric

	Project A (£40m)
	Project B (£30m)
	Project C (£50m)

	Payback Period

	~3.6 years
	5.0 years
	~3.3 years

	ARR

	Moderate
	Low
	High

	NPV (£m)

	+1.7
	−7.3
	+4.9

	PI

	1.04
	0.76
	1.10

	IRR

	~11%
	~6%
	~13%


Critical Interpretation of Results
Project A is only creating a small positive NPV and IRR that is slightly higher than the cost of capital and therefore, there is not a creation of value. It also has a relatively stable cash inflow which leads to an acceptable payback period thus it is less risky when it comes to short-term liquidity. Nonetheless, the contribution of the overall value is poor and this leads to the question of whether the project is worth its capital investment of 40 million pounds (Hassan & Giouvris, 2020).
Project B is poor on the value-based measures even though it provides predictable annual cash flows. This is because it has negative NPV and IRR below the cost of capital, which implies that the project would ruin shareholder value. As a CFO, being stable is inadequate in cases where the returns do not justify the risk and capital invested (Farounbi, 2020).
Project C obviously beats alternatives on the value-creation measures. It generates the largest NPV and PI, and IRR that is comfortably larger than the discount rate. The value contribution of its cash flows is higher than of Projects A and B, despite the cash flow being back-loaded (Gulaliyev, 2025).
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Considering that General Electronics has a poor liquidity status and limited access to external funds a capital rationing limit of £60 million is in force. In this case, the projects have to be chosen in a manner that gives maximum total NPV using the available capital (Tapkliang & Chainirun, 2024).
Project Ranking (Using PI and NPV)
1. Project C – PI = 1.10, NPV = +£4.9m
2. Project A – PI = 1.04, NPV = +£1.7m
3. Project B – PI = 0.76, NPV = −£7.3m
Feasible Combinations
· Project C only (£50m) → feasible
· Project A only (£40m) → feasible
· Project A + Project B (£70m) → not feasible
· Project A + Project C (£90m) → not feasible
Final Capital Rationing Decision
At the constraint of less than £60 million, the best decision should be to invest in Project C alone. This alternative will maximise total NPV and maintain some level of financial flexibility, which is important considering that the firm is in a weak liquidity situation (Vardhan & Vanajakshi, 2025).
[bookmark: _Toc217264723]5.4 Risk Assessment and Strategic Fit
Cash Flow Volatility
Project C exhibits increasing cash inflows over time, resulting in higher exposure to long-term forecasting risk. However, the magnitude of value creation compensates for this risk. In contrast, Project B’s stable but low cash flows do not justify the capital employed, while Project A offers limited upside (Bhatnagar et al., 2025).
Liquidity and Financial Risk
Given General Electronics’ declining cash balances and weak operating cash flow ratios, projects with long payback periods pose heightened risk. Project C’s payback period remains acceptable and shorter than Project B’s, supporting liquidity preservation during the turnaround phase (Tsabita & Kitri, 2024).
Strategic Alignment with Turnaround Objectives
Project C aligns strongly with the restructuring strategy outlined in Section 4 by:
· Enhancing long-term profitability potential
· Supporting operational recovery rather than short-term cost relief
· Justifying equity-supported financing instead of increased short-term borrowing
Projects A and B provide limited strategic leverage in comparison.
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Considering the capital rationing constraint facing the firm, its poor liquidity position, high financial risk, and strategic recovery goals, the investment decision that can be recommended is to proceed with Project C alone, which would be supported by a mix of a combination of internally-released working capital and equity-based financing (Dao et al., 2023). Under the value-creation perspective, Project C has the greatest Net Present Value and Profitability Index, which means that it has an excellent shareholder value per pound invested that was higher than the other projects under consideration. This project creates maximum value within the constraints of the following capital limit of less than 60 million, without creating excessive commitments on limited financial resources (Shaharuddin et al., 2021). In spite of the fact that Project C has higher-back loaded cash flow, the payback period is still acceptable in the context of the restructuring horizon of the firm and it is justified by higher profitability potential in the long term.
Liquidity wise and because of risk, pursuing many projects would place unwanted burden on cash flows besides increase in refinancing risk especially considering the deteriorating operating margin and limited access to debt funding of firm (Fakhrunnas & Hasanah, 2022). Equity-supported financing (Project C) will help to alleviate leverage pressure, and will be supplemented with the internally released working capital (operational reforms) will strengthen the balance-sheet position. Project C fits very well into the turnaround agenda of the firm strategically since it will help to achieve sustainable growth and not cash recovery. Such disciplined investment decision is a sign of sound CFO level decisions that is both cautious with regard to finances and long term value creation in the recovery process (Tassel, 2024). 
[bookmark: _Toc217264725]6. Conclusion 
This report has presented a full CFO analysis of the financial status and strategic alternatives of General Electronics in a span of prolonged financial struggles. Structural profitability erosion, chronic liquidity stress, increasing financial risk, and decreasing shareholder value based on poor operating margins, a lengthy cash operating cycle, and grey-zone Altman Z-Score were found during the financial health analysis. All of these indicators are reliable evidence that the challenges faced by the firm are not cyclical but systemic and as such, need critical and combined financial intervention.
In turn, the report suggested a multi-layered turnaround plan, which focuses on working capital reform, capital structure realignment, and considered capital allocation. Specific inventory management, receivables control, supplier renegotiation, and centralised cash management were found to be key mechanisms that would release internal liquidity and mitigate the short-term solvency risk. These operational reforms were accompanied with a strategic financial restructuring plan focusing on equity-backed recapitalisation, selective debt restructuring and strategic alliances so as to help the firm stabilise its balance sheet without necessarily losing operational flexibility and ethical governance.
In this limited financial environment, capital budgeting decisions were reviewed strictly within capital rationing. The use of value-based techniques of investment appraisal showed that project C is the most significant contribution to shareholder value and the most rational strategic fit to the recovery goals of the firm. The firm will optimise the value creation by choosing Project C as the only investment to ensure the business is not overstrained with its liquidity and financial capacity. Moving ahead, as a Chief Financial Officer, I think that the execution of this turnaround strategy will require a disciplined financial management, effective communication with the stakeholders and sustained monitoring of the performance. When put in place properly, the suggested measures will not only enable General Electronics to regain financial stability, but also re-establish resilience, win back investor confidence and become a sustainable entity in terms of long-term growth.
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A1. Profitability Ratios
Table A1: Profitability Ratio Analysis
	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Gross Margin (%)
	(Gross Profit ÷ Sales) × 100
	28.7
	28.8
	28.1
	23.2
	28.9

	Operating Margin (%)
	(Operating Income ÷ Sales) × 100
	6.1
	3.9
	2.7
	-20.3
	-3.9

	Net Margin (%)
	(Net Income ÷ Sales) × 100
	6.3
	0.9
	0.1
	-23.4
	-6.1

	ROA (%)
	(Net Income ÷ Total Assets) × 100
	7.6
	1.0
	0.1
	-27.6
	-7.4

	ROE (%)
	(Net Income ÷ Equity) × 100
	12.3
	1.9
	0.1
	-54.9
	-15.7


A2. Liquidity Ratios
Table A2: Liquidity Ratio Analysis
	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Current Ratio
	Current Assets ÷ Current Liabilities
	1.82
	1.56
	1.56
	1.61
	1.53

	Quick Ratio
	(CA − Inventory) ÷ CL
	1.15
	0.94
	0.91
	1.06
	1.03

	Operating Cash Flow Ratio
	OCF ÷ Current Liabilities
	0.41
	0.19
	0.05
	0.16
	0.09


A3. Efficiency (Activity) Ratios
Table A3: Efficiency Ratio Analysis
	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Inventory Turnover (times)
	Cost of Sales ÷ Inventory
	3.64
	3.19
	2.79
	3.66
	3.54

	Inventory Days
	365 ÷ Inventory Turnover
	100
	114
	131
	100
	103

	Receivables Days
	(Receivables ÷ Sales) × 365
	77
	78
	76
	98
	105

	Payables Days
	(Payables ÷ Cost of Sales) × 365
	69
	79
	67
	65
	94


A4. Gearing / Solvency Ratios
Table A4: Gearing Ratio Analysis
	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Debt-to-Equity
	Total Liabilities ÷ Equity
	0.63
	0.85
	0.88
	0.99
	1.11

	Interest Coverage (times)
	Operating Income ÷ Interest Expense
	26.2
	41.1
	6.6
	-19.7
	-4.6



A5. Cash Flow Ratios
Table A5: Cash Flow Sustainability Ratios
	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	OCF to Net Income
	Operating CF ÷ Net Income
	1.9
	7.6
	26.9
	-0.26
	-0.62

	Cash to Total Assets (%)
	Cash ÷ Total Assets
	11.2
	11.9
	13.2
	12.0
	8.3



[bookmark: _Toc217264730]Appendix B — Altman Z-Score Model
Altman Z-Score Formula (Manufacturing / Industrial Firms)
Z = 1.2X₁ + 1.4X₂ + 3.3X₃ + 0.6X₄ + 1.0X₅
3. Explanation of Z-Score Variables
	Variable
	Definition
	Financial Meaning

	X₁
	Working Capital ÷ Total Assets
	Short-term liquidity and operational efficiency

	X₂
	Retained Earnings ÷ Total Assets
	Cumulative profitability and reinvestment capacity

	X₃
	EBIT ÷ Total Assets
	Operating performance independent of financing

	X₄
	Market Value of Equity ÷ Total Liabilities (book value proxy used)
	Solvency and creditor protection

	X₅
	Sales ÷ Total Assets
	Asset turnover and revenue-generating efficiency



Step-by-Step Z-Score Calculations (Latest Year: 2024)
All figures are derived from the consolidated financial statements provided in the assessment brief.
Table B1: Component Ratio Calculations (2024)
	Component
	Calculation
	Result

	X₁
	(242,494 − 158,291) ÷ 323,354
	0.26

	X₂
	208,431 ÷ 323,354
	0.64

	X₃
	−15,297 ÷ 323,354
	−0.05

	X₄
	153,105 ÷ 170,249
	0.90

	X₅
	394,879 ÷ 323,354
	1.22



Table B2: Weighted Z-Score Computation
	Component
	Weight
	Value
	Weighted Score

	1.2 × X₁
	1.2
	0.26
	0.31

	1.4 × X₂
	1.4
	0.64
	0.90

	3.3 × X₃
	3.3
	−0.05
	−0.17

	0.6 × X₄
	0.6
	0.90
	0.54

	1.0 × X₅
	1.0
	1.22
	1.22

	Total Z-Score
	
	
	2.80



B5. Z-Score Classification Criteria
	Z-Score Range
	Classification
	Interpretation

	Z > 2.99
	Safe Zone
	Low probability of financial distress

	1.81 < Z < 2.99
	Grey Zone
	Moderate financial distress risk

	Z < 1.81
	Distress Zone
	High bankruptcy risk



B6. Final Z-Score Result and Interpretation
Z-Score (2024) = 2.80
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Table C1: Profit–Cash Flow Comparison
	Year
	Net Profit (£m)
	Operating Cash Flow (£m)
	Difference (£m)

	2020
	38,572
	73,392
	+34,820

	2021
	5,301
	40,283
	+34,982

	2022
	407
	10,926
	+10,519

	2023
	−98,238
	25,190
	+123,428

	2024
	−24,029
	14,822
	+38,851



C3. Breakdown of Key Non-Cash Adjustments
Table C2: Major Non-Cash Adjustments (Selected Years)
	Adjustment (£m)
	2024
	2023

	Depreciation & amortisation
	18,058
	22,927

	Impairment charges
	333
	57,038

	Stock-based compensation
	6,700
	8,809

	Deferred tax adjustments
	−256
	−1,149



C4. Working Capital Movement Impact (2024)
Table C3: Working Capital Cash Effects
	Component
	Cash Impact (£m)
	Effect

	Accounts receivable
	−12,174
	Cash outflow

	Inventories
	+6,239
	Cash inflow

	Payables & accruals
	+15,733
	Cash inflow

	Accrued income taxes
	+1,310
	Cash inflow



[bookmark: _Toc217264732]Appendix D — Cash Operating Cycle Calculations
Component Formulae
Inventory Days = (Inventory ÷ Cost of Sales) × 365
Receivables Days = (Receivables ÷ Net Sales) × 365
Payables Days = (Payables ÷ Cost of Sales) × 365
Cash Operating Cycle = Inventory Days + Receivables Days − Payables Days
D3. Cash Operating Cycle Calculations (2020–2024)
Table D1: Cash Operating Cycle Components
	Year
	Inventory Days
	Receivables Days
	Payables Days
	Net Cash Cycle (Days)

	2020
	100
	77
	69
	108

	2021
	114
	78
	79
	113

	2022
	131
	76
	67
	140

	2023
	100
	98
	65
	133

	2024
	103
	105
	94
	114
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Comparative Evaluation of Restructuring Options
Table E1: Financial Restructuring Options Impact Assessment
	Option
	Impact on Shareholder Value
	Impact on Capital Structure
	Impact on Operational Flexibility

	Asset divestment
	Medium
	Medium
	Low

	Equity injection
	High
	High
	High

	Debt restructuring
	Medium
	Medium
	Medium

	Strategic alliance / merger
	High
	Medium
	High
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Payback Period (PBP) Calculations
Table F1: Payback Period Calculations
	Year
	Project A (£m)
	Cumulative
	Project B (£m)
	Cumulative
	Project C (£m)
	Cumulative

	Initial
	−40
	−40
	−30
	−30
	−50
	−50

	1
	10
	−30
	6
	−24
	5
	−45

	2
	12
	−18
	6
	−18
	10
	−35

	3
	14
	−4
	6
	−12
	20
	−15

	4
	10
	+6
	6
	−6
	25
	+10

	5
	8
	+14
	6
	0
	15
	+25


Payback Periods:
· Project A: 3 + (4 ÷ 10) = 3.6 years
· Project B: 5.0 years
· Project C: 3 + (15 ÷ 25) = 3.3 years
F3. Accounting Rate of Return (ARR) Calculations
Table F2: ARR Calculations
	Project
	Average Annual Cash Inflow (£m)
	Annual Depreciation (£m)
	Average Profit (£m)
	ARR

	A
	10.8
	8.0
	2.8
	7.0%

	B
	6.0
	6.0
	0.0
	0.0%

	C
	15.0
	10.0
	5.0
	10.0%



F4. Net Present Value (NPV) Calculations (10%)
Table F3: Discount Factors (10%)
	Year
	DF

	1
	0.909

	2
	0.826

	3
	0.751

	4
	0.683

	5
	0.621



Table F4: NPV Calculations
Project A
Year	Cash Flow	DF	Present Value
	1
	10
	0.909
	9.09

	2
	12
	0.826
	9.91

	3
	14
	0.751
	10.51

	4
	10
	0.683
	6.83

	5
	8
	0.621
	4.97

	Total PV
	
	
	41.31

	NPV
	
	
	+1.31


Project B
	Year
	Cash Flow
	DF
	Present Value

	1–5
	6 each year
	—
	22.74

	NPV
	
	
	−7.26



Project C
	Year
	Cash Flow
	DF
	Present Value

	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

	NPV
	
	
	+4.23



F5. Internal Rate of Return (IRR) Calculations
IRR calculated using interpolation between discount rates.
Table F5: IRR Results
	Project
	IRR

	A
	≈11%

	B
	≈6%

	C
	≈13%


F6. Profitability Index (PI) Calculations
Table F6: Profitability Index
	Project
	PV of Inflows (£m)
	Initial Investment (£m)
	PI

	A
	41.31
	40
	1.03

	B
	22.74
	30
	0.76

	C
	54.23
	50
	1.08



F7. Capital Rationing Comparison Table (£60m Limit)
Table F7: Capital Rationing Decision Matrix

	Project
	Investment (£m)
	NPV (£m)
	PI
	Feasible

	A
	40
	+1.31
	1.03
	✔

	B
	30
	−7.26
	0.76
	✔

	C
	50
	+4.23
	1.08
	✔

	A + B
	70
	—
	—
	✖

	A + C
	90
	—
	—
	✖
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