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[bookmark: _Toc217209457]Introduction
This report provides the detailed financial turnaround plan of General Electronics, a leading consumer electronics company that has a condition of severe financial distress in the world. The Chief Financial Officer is appointed with the mandate to be able to diagnose the fundamental problems and prescribe a practical road to recovery. The analysis starts by a forensic analysis of the financial health of the company in the last five years, which will be based on ratio analysis and a failure predicting model. It then goes ahead to recommend radical changes in working capital management, suggests a strategic financial restructuring to guarantee solvency and considers new investment opportunities with a tight capital rationing. The overall goal is to provide a financially viable, ethically based and globally implementable strategy that would salvage the ailing business and bring it back to a profitable state of sustainability.





[bookmark: _Toc217209458]1. Financial Health Check
This part will conduct a comprehensive ratio analysis of financial statements of five years (2020-2024) in the key dimensions of performance namely: profitability, liquidity, efficiency, gearing, and cash flow. This is to not only go beyond the surface symptoms in order to establish the underlying pathologies tormenting the firm leading to a final quantitative measurement of the risk of bankruptcy through the Altman Z-Score model. 
[bookmark: _Toc217209459]1.1 Profitability Analysis: A Precipitous Decline
Profitability is the blood of any company, and in this case, General Electronics has the most agitating symptoms of discomfort. The trends display a drastic and fast loss of the capacity of the company to earn profits.
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Gross Profit Margin: The gross margin has been surprisingly resilient, with a range of 28-29% between 2020 and 2022, followed by a sharp decrease to 23.20 in 2023 and an increase to 28.87 in 2024. This implies that the central production and cost-of-goods-sold processes do not cause the crisis the most (Islam, 2014). The 2023 dip may be a sign of pressure on prices, inventory write-downs or a one-time spike in input costs. The rebound of 2024 is a good development, showing that the company still might have pricing power or managed to apply a strict control of costs to the production front.
Operating and Net Profit Margins: The situation becomes extremely deplorable past the gross profit line. Operating Margin which had been performing well with 6.06% in 2020 crumbled to heartbreaking -20.29% in 2023, before recovering slightly to -3.87% in 2024. This is a clear indicator of a disastrous growth in Operating Expenses. This is verified by a closer analysis of the income statement: Operating Expenses increased to 182,861m in 2023, which is more than the 137,744m in 2022, even when the sales dropped significantly. This implies gross operational inefficiencies (which may be large administrative hierarchies, high marketing expenses with a low payoff, or even, as indicated in the cash flow statement, huge impairment expenses (£49,075m in 2023) (Jihadi et al., 2021). The Net Profit Margin is on this catastrophic path, as it has fallen down to -23.36% in 2023 and -6.09% in 2024 since 2020, when its value was 6.28%. The 2023 and 2024 net losses (of (£98,238m and (24,029m), respectively) are so large that they pose a threat to the very existence of the company.
Return on Assets (ROA) and Return on Equity (ROE): These ratios will be used to compare the efficiency of the firm in its use of asset base and shareholder capital to make profits. The ROA has become very negative as compared to 7.56, becoming negative at 27.60 and 7.43 in 2023 and 2024 respectively. This means that the massive asset base of General Electronics is not utilized properly and, on the contrary, it is annihilating value (Robert et al., 2023). The ROE is even more frightening to the shareholders, having fallen down to -54.91% and -15.69% in 2023 and 2024, respectively. These devastating adverse returns destroy shareholder wealth and will mean that it becomes impossible to raise new equity capital in a typical environment (Noviyana et al., 2023). The 2020-24 trend is the only differing trend, and it is characterized by an uninterrupted decrease that indicates the fundamental failure of the profit-making model of the company.
[bookmark: _Toc217209460]1.2 Liquidity Analysis: A Tightening Noose
Liquidity is the blood of day-to-day operations and, even though the situation is not critical yet, the trends are worrying and show a narrowing safety net.
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Current Ratio: The ratio decreased consistently since its comfortable level of 1.82 in 2020 to 1.53 in 2024. Although a ratio of above 1.0 is conventional, the trend is declining steadily, which indicates that the company is experiencing a higher growth in the current liabilities than in the current assets, which will diminish the buffer of the company to fulfil the short-term commitments (Zhang et al., 2025). The 2024 figure of 1.53 is acceptable on its own but is a low of five years and needs to be monitored.
Quick Ratio: This stricter measure (excluding inventories) shows a more urgent problem. It decreased to a concerning figure of 0.91 in 2022 (down 1.15 in 2020) which means that, without the sale of inventory, the company had less liquid assets than its immediate liabilities. Even though it has since recovered to 1.03 in 2024, it is still a slim margin of call.
Cash Ratio: This is the most threatening liquidity ratio. The cash ratio has also been reduced by half, 0.32 and 0.17 respectively in 2020 and 2024 respectively. This implies that all the cash available to meet the current liabilities is only 17 pence to every pound. The cash balance alone is now down to only 26,783m when compared to the 66,740m in 2022. This intense cash drainage, which is reflected in the cash flow statement, is caused by operating losses and high financing transactions (debts repayment and share buybacks) (Palacín-Sánchez et al., 2023). This low level of cash ratio seriously limits strategic flexibility of the company and makes it more susceptible to any unexpected shocks or a narrowing of the credit lines.
[bookmark: _Toc217209461]1.3 Efficiency (Activity) Analysis: Operational Stagnation
Efficiency ratios determine the performance of the company in utilizing its major assets. The trends in this case show a lack of operational stagnation and bad working capital management.
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Inventory Turnover: It has fluctuated with a low of 2.79x in 2022 and a high value of circa 3.5-3.6x in 2023-2024. This low 2022 figure and the large inventory balance sheet (£140,181m) indicates that there was a phase of extreme inventories accumulation or that it could not sell the products, maybe through obsolete line of products or low demand. The recent positive change should be continued (Nurullah and Kengatharan, 2015).
Receivables Turnover: This ratio has been steadily and alarmingly decreasing, where the ratio was 4.75x in 2020 and 3.46x in 2024. This implies that it is becoming increasingly taking the company a long time to receive payments on its customers (Zhang et al., 2025). The collection period has gone up to a figure of more than 105 days against a figure of about 77 days. This invests important working capital and can be a sign of less restrictive credit conditions to boost sales or worsening customer quality.
Asset Turnover: This ratio has shown to be quite constant with an average of 1.2x. This implies that the decrease in sales has been approximating the same as the decrease in total asset base. Nevertheless, stability in this case is not a virtue; it means that the company became less efficient in producing sales out of its assets (Supriyanto and Darmawan, 2018). To achieve a turnaround, it will be important to improve on this ratio.
[bookmark: _Toc217209462]1.4 Gearing (Leverage) Analysis: A Growing Debt Burden
The company's financial risk has increased significantly, as evidenced by its deteriorating leverage and coverage ratios.
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Debt-to-Equity Ratio: This has increased frighteningly to 0.63x in 2020 and then 1.11x in 2024. This implies that creditors will have an increased claim of assets of the company than the shareholders. The rising leverage is the direct consequence of the growing and growing losses (which dilute equity) and the growing dependence on debt funding, which become quite apparent in the "Lines of Credit" on the balance sheet. This is a high leverage risk that raises the financial risk and future borrowing expenses (Palacín-Sánchez et al., 2023).
Interest Coverage Ratio: It is probably the most important ratio in the present situation. It has fallen sharply down to a very safe 26.21x in 2020 to seriously negative values (-19.69x in 2023 and -4.55x in 2024). When the ratio is negative, it will indicate that the company has no operating earnings to meet its interest liability (Easton et al., 2018). This is a huge solvency alarm. 
Debt Ratio: The debt-funded portion of the assets has increased to 53% in the past five years, as compared to 39%, which proves the tendency of increasing the dependence on debt and the subsequent increase of the financial risk.
[bookmark: _Toc217209463]1.5 Cash Flow Analysis: The Pulse of the Enterprise
The cash flow statement reveals the tangible consequences of the profitability and liquidity issues.
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This figure shows the analysis of the quality and effectiveness of cash generation by General Electronics between 2020 and 2024. Crucially, the overall trend of the three ratios has been of a strong and steady upward trend throughout the period which appears paradoxical when it comes to the steep losses of the firm (Zhang et al., 2025). The reason lies in the underlying numbers. The Operating Cash Flow Ratio (Operating Cash Flow / Current Liabilities) increased to 46.37 percent. This implies that the current liabilities of 158,291 million will be covered by the operations generated 46.37% of the operations generated by the company in 2024 as compared to the 40.88% in 2020 when the operations generated by the company was 73,392 million (Tyagi and Tomar, 2021). Equally, the rising Cash Flow Coverage Ratio is a good indicator of the increasing capacity of the operational cash flow (£14,822m in 2024) to meet overall debt. 
The Cash Flow Margin is the most informative, as it rose by 11.94% to 18.59%. This is a significant change of operations: even though net sales dropped to 394,879 million (compared to 614,680 million), the company became much more efficient in turning the revenue into cash. This is a strong trend, which is motivated by the non-cash impairments and working capital alterations, which is needed to offer the much-needed cash monetary life, actual cash, to implement the recommended turnaround (Schlegel et al., 2016).

[bookmark: _Toc217209464]1.6 Corporate Failure Prediction: The Altman Z-Score
Altman Z-Score is a famous model of prediction of corporate bankruptcy. In the case of manufacturing companies, a Z-Score that is less than 1.81 represents a distress zone, a score that falls between 1.81 and 2.99 represent a grey zone and above a 2.99 is safe. 
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Based on the provided calculation, the Altman Z-Score of General Electronics in 2024 will be 2.38. This puts the firm in a solid position of the Grey Zone or high risk. Although it is still not in the Distress Zone this score is a strong quantitative validation of the high levels of financial distress as has been determined in the ratio analysis (Altman, 2018). It is an indicator of high chances of the company failing in financial terms in a period of less than two years unless vigorous corrective measures are put in place. The still-significant sales volume and retained earnings are, probably, bolstering the score, but they are historic areas of strength that are being burnt off fast (Altman et al., 2019).
[bookmark: _Toc217209465]1.7 Synthesis: Core Problems Identified
The financial health check reveals a company in a deep crisis, with the following core problems:
Catastrophic Profitability Erosion: The primary issue is the explosion in operating expenses, leading to massive operating and net losses. It is being propelled by inefficiency in operations, high impairments of assets, which signify ineffective past investments and may be outdated operations (Kamaluddin et al., 2019).
Severe Cash Drain and Deteriorating Liquidity: The company is draining its cash resources at an alarming pace and cash ratio is becoming dangerously low. This is worsened by the poor working capital management, in terms of slower rate of customer collection.
Unsustainable Financial Leverage: The swift rise in the Debt-to-Equity ratio, along with the negative Interest Coverage Ratio, puts the company in an unsafe debt trap. The company is not able to service its debt in its operations (Zhang et al., 2025).
Questionable Strategic Capital Allocation: The fact that the share buybacks have continued as the company is posting huge losses and its cash reserves are getting smaller reflects a grave malfunction in its capital allocation policy that directly damages creditor and shareholder interests (Ko et al., 2017).




[bookmark: _Toc217209466]2. Working Capital Management Analysis
[bookmark: _Toc217209467]2.1 Cash Operating Cycle (COC) Analysis
The Cash Operating Cycle (COC) is used to determine how many days it takes the company to pay its suppliers and how many days its customers take to pay. The shortest cycle is better, as it means that the company does not keep its cash unutilized during long durations of operation (Aktas et al., 2015). The given figures indicate a very disturbing development in the case of General Electronics. The formula is:
COC = Inventory Days + Receivable Days – Payable Days
The given data for the period 2020–2024 show the following results:
[image: A graph with numbers and numbers

AI-generated content may be incorrect.]
Inventory Days: The inventory management is the starting point of the cycle. The number skyrocketed to 131 days in 2022, suggesting an extremely large accumulation of unsold inventory, probably as a result of low demand, obsolescence, or incompetent forecasting. Although this has increased to 103 days in the year 2024, this is still more than 100 days in 2020. This implies that the cash is continuing to be tied up in inventory more than three months.
Receivable Days: This is the most alarming part of the cycle. The customer collection period has become extremely problematic as compared to 2020 (77 days), as the 2024 customer collection performance dropped to 106 days. This addition of almost a month indicates that the company might have made its credit conditions more lenient in a desperate effort to increase its sales, or that its clients are themselves in financial distress and are paying late. This holds up an enormous sum of money as evidenced in the already high level of account receivable balance in the balance sheet (£114,182m in 2024).
Payable Days: This is in the form of the duration of time that the company takes to settle its own suppliers. This number has greatly grown compared to 69 days in 2020 to 94 days in 2024. Although extending payables may be a quick fix financing system, it is a risky practice. It is a potential harm to relationships with suppliers, early-payment discounts may be lost, and even supply chain disruptions may occur in case suppliers are not ready to grant additional credits.
Overall Cash Operating Cycle: The overall result is a COC which, although with certain improvement, is tangibly high at 140 days in 2022, and at 115 days in 2024. This implies that the General Electronics needs close to four months to recycle its investments in inventory and other resources into cash. This is an excessively long cycle, a major cause of the liquidity crisis of the company (Zhang et al., 2025). The 2024 improvement is in part because of the offensive stretching of payables (94 days), which is not sustainable.
[bookmark: _Toc217209468]2.2 Recommended Strategies for Working Capital Reform
General Electronics needs to implement an aggressive targeted working capital reform program at once to enhance liquidity. This should be aimed at lowering the COC by at least 30 days over the next 12 months which would release billions in trapped cash.
Aggressive Receivables Management (Target: Reduce Receivable Days to 80):
· GE should also promptly increase credit requirements among new clients and perform strict credit checks and impose a lower credit limit on risky accounts (Aktas et al., 2015).
· It must have an effective collections task force that is empowered to chase after overdue accounts. It must also adopt a systematic system of reminder, phone calls and as the final option, turn over of accounts to collection agencies (Enqvist et al., 2014).
· It should also provide small but significant discounts (e.g. 2%) to payments made in 10 days. This can significantly hasten the inflows of cash.
· It can also think of selling part of its receivables portfolio to a factor. This will give cash on hand but at a price and the risk of collection is also passed on.
Lean Inventory Management (Target: Reduce Inventory Days to 85):
· GE should categorize inventory as A (high-value), B (medium-value), and C (low-value) and invest efforts in reduction of stocks of A- items, which consume the greatest capital.
· It ought to do proper audit and dispose the slow-moving inventory or its obsolete inventory by way of discounted sale, or by way of online marketplace. 
· GE will have to collaborate with its suppliers to implement the use of Just-in-Time (JIT) delivery processes on its major components to reduce raw material and work-in-progress inventories.
Strategic Payables Management (Target: Stabilise Payable Days at 80):
The current period of 94-days is not sustainable though the extension of payables helped temporarily. The approach must be changed to optimisation of payables instead of stretching payables.
· GE needs to initiate free negotiations with key suppliers and clarify on the turnaround effort and negotiate on the standard payment terms of 60-80 days. It should, in its turn, ensure timely payments under these new conditions in order to restore the trust and guarantee the continuity of the supply (Baanos-Caballero et al., 2014).
· The finance department should carry out a cost-benefit analysis where early payment discount offers are being given. The annualised cost of paying 2% on 10 days is, in many cases, much less than the cost of capital, and a worthwhile investment of the limited cash.
[bookmark: _Toc217209469]2.3 Short-Term vs. Long-Term Financing Options
The cash crunch at General Electronics requires a solution as the operational reforms require time to deliver cash.
1. Short-Term Financing Options:
Lines of Credit: These are already heavily used by the company (36,960m in 2024). It is necessary to renegotiate and lock such lines before the financial situation will be aggravated (Bhattacharya, 2014). This is however a risky move; in case the bank regards a higher risk of default, the bank will not be willing to renew the credit and a liquidity crisis will erupt.
Factoring Receivables: As noted, this is a quick cash injection but a very costly method which is an indication of desperation to the market.
· Pros: Quick access to cash, flexible.
· Cons: High-interest costs, can be volatile (banks can withdraw lines), and may not be available given the firm's weak credit profile (Bhattacharya, 2014).
2. Long-Term Financing Options:
Long-Term Debt Issuance: In the present condition, new corporate bonds would be either prohibitively costly or impossible because the negative interest coverage and junk-grade credit rating (Mathuva, 2015).
Equity Injection: Long term solution that is the most viable. This may include rights issue to current shareholders or a request to investment by a private equity firm or strategic investor. This would offer an everlasting capital buffer to settle short-term debt (such as the lines of credit), less leverage, and finance the turnaround (Enqvist et al., 2014). Although it is dilutive to the current shareholders, it is a much better choice to bankruptcy.










[bookmark: _Toc217209470]3. Strategic Financial Restructuring Plan
[bookmark: _Toc217209471]3.1 Introduction: The Imperative for Restructuring
The diagnostic analyses prove that General Electronics is in a life-threatening situation, being characterised by disastrous losses, a risky cash outflow, and insoluble debt. Small changes do not work. There is need to have a total financial overhaul in order to prevent a collapse (Easton et al., 2018). The plan considers three main strategies: divestiture, equity injection and merger, besides suggesting a unified approach that would stabilise the company, help it back on its feet and position it to grow in the future, taking the international and ethical aspects into account.
[bookmark: _Toc217209472]3.2 Recommended Financial Restructuring Options
A single solution is inadequate. The best way is a multi-pronged strategy that is concerned with the balance sheet and the operational scope of the company.
1. Primary Recommendation: Strategic Divestiture (Asset Sales)
The first and the greatest intervention is to generate a significant immediate cash inflow and re-target the business. General Electronics ought to embark on a measure to undertake the identification and sale of non-core or poor performing business units.
Rationale: The balance sheet reveals that the base of Property, Plant and Equation and Intangible Assets is significant. The huge impairment loss in 2023 indicates that some of the assets are already in the books at overstated value. Their potential in the market is unlocked through their sale (Kavadis and Castañer, 2015).
Targets: Prime candidates would include a division that sells low-margin, commoditised electronics or a legacy product line that is experiencing a decrease in sales (Altman et al., 2017). The goal is to streamline the operations around a lucrative, sustainable core, including a certain high-tech product line that the company continues to have a competitive edge.
2. Concurrent Action: Emergency Equity Injection
The company needs to engage in a large equity offering to directly deal with the capital structure crisis.
Mechanism: Rights issue to current shareholders which may be at a deep discount to current market price to guarantee take up. Alternatively, and more probably due to the risk, the company ought to consider a private placement with a strategic investor or a private equity company (Schweizer and Nienhaus, 2017). These investors have the tendency of injecting capital with substantial equity and board control which may serve as a catalyst to the cause of stringent change.
Rationale: This goes right to the source of the issue, which is a lack of equity. The proceeds should be utilized directly to repay the expensive, short term "Lines of Credit" which have a value of 36,960m. This will lead to a drastic drop in the Debt-to-Equity ratio and the negative interest coverage problem will cease to be (Stošic, 2014).
A merger is not the best option in the existing circumstances but a possibility. A company that is failing has low bargaining power and a merger would most probably be a fire sale or a desperate acquisition that would provide little value to the shareholder of General Electronics.
[bookmark: _Toc217209473]3.3 Evaluation of Impact
The integrated divestiture and equity injection plan will have an extensive implication in major dimensions:
Shareholder Value: A rights issue is dilutive in the short term and divestitures can be seen as a retreat. Nonetheless, it is the only possible way to maintain any long-term shareholder value. The other option is further weakening and possible bankruptcy wipe-out (Koh et al., 2015). This plan provides the framework that a sustainable recovery and eventual increase in share price will be based upon by developing a leaner, solvent and focused company. The existing plan of investing share buybacks as the firm incinerates cash has been a disaster and should be stopped at once.
Debt Structure: The impact here is conclusively favourable. The divestiture cash and the equity capital will be used to aggressively reduce debt. The immediate target should be to eliminate the volatile "Lines of Credit" entirely.  This will:
· Reduce the Debt-to-Equity ratio from 1.11x towards a safer level below 0.5x.
· Restore the Interest Coverage Ratio to a positive figure as interest expenses plummet and operating performance (aided by the focus on core assets) improves (Palacín-Sánchez et al., 2023).
· Transform the balance sheet from high-risk to investment-grade over time, lowering the cost of capital for future growth.
Operational Flexibility: Divestiture leaves a company of the right size, free of management time and capital to concentrate on winning products. The lower cost of debt service frees up cash turnover that can be channelled into productive research and development and marketing in the core business (Michelon et al., 2020). Getting rid of unprofitable divisions immediately enhances general profit margins. The company is no longer in the defensive and preservation attitude of cash but has the operational flexibility to selective investment towards growth.
[bookmark: _Toc217209474]3.4 International and Ethical Considerations
As a global firm, any restructuring must be executed with a keen awareness of its wider implications.
Taxation: The large net operating losses (in 2023, the net operating losses are significant, and amount to £98,238m) can represent useful tax assets. The restructuring plan should be modelled in consultation with international tax experts so as to maintain such loss carry forwards in various jurisdictions which can be used to shield future profits against taxation (Palacín-Sánchez et al., 2023). Tax implications may also be significant in the decision-making on the jurisdiction of the sale of assets and it should be planned to take maximum net proceeds.
Currency Risk & Inflation: The company operates in various currencies in terms of assets, liabilities and cash flows. The existence of a large, single transaction outflow of selling an asset or equity results in a huge exposure to transactions (Robert et al., 2023). These exposures have to be hedged to safeguard the value of the proceeds by the treasury function. Moreover, during a high-inflation market the relative worth of the cash raised is dissipated in a short period of time, and hence the urgency of using it effectively, initially to pay down the debt, followed by high-return investments.
Corporate Social Responsibility (CSR): This is a critical component. Divestiture and restructuring will inevitably lead to workforce reductions and potential plant closures.
· Ethical Imperative: This process has to be handled in a transparent and humane way by the company (Tyagi and Tomar, 2021). This entail offering equitable severance packages, outplacement services and prompting information to the impacted employees and local communities.
· Strategic Imperative: The way the company will go about this downsizing will determine its brand and future talent attraction. Being socially responsible is not only ethical behaviour but it is a sound investment in the social license of the firm to operate as well as its long-term reputation (Altman et al., 2019). Otherwise, it will cause reputational damage, consumer backlash and increased regulatory attention to risk the whole turnaround.








[bookmark: _Toc217209475]4. Investment Appraisal and Capital Budgeting
Investment appraisal is a key component of the corporate financial management process as it helps to identify the capital projects that can produce the highest value to the shareholders. This analysis aims at comparing three alternative investment projects Project A, Project B and Project C based on five traditional investment appraisal techniques, the Payback Period (PBP), Accounting rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI) and Internal rate of Return (IRR). The cash flow in each project is unique, and each project has different levels of investment amount and the company has a capital limitation of 60 million pounds and therefore it needs to make optimum selection of the portfolios. Discount rate is established at 10% which is the cost of capital of the company.
[bookmark: _Toc217209476]4.1 Payback Period (PBP) Interpretation
In terms of liquidity and risk, the Payback Period gives an understanding of the speed at which a project pays back its start-up investment. The shorter payback is usually desirable since it minimizes the risk of exposure to economic risks and improves future investment cash (Alkaraan, 2017).
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Project A of the three displays the least payback as it recovers its investment after about 3.3 years. Project C comes next with a payback period of approximately 3.5 years, and Project B will take five years to pay its cost. This implies that the two Projects A and C are better in terms of liquidity, which offer faster access to the recovered capital (Andor et al., 2015). Practically, it means that Project A would help a company to increase the cash flexibility faster, which is particularly important in unstable markets or when it is impossible to access liquidity.
[bookmark: _Toc217209477]4.2 Accounting Rate of Return (ARR) Interpretation
The ARR analysis is more traditional view of accounting as they are linked on the average yearly profits to the investment at the beginning (Ko et al., 2017). It shows the impact that the project would have on the reported asset ratios of profitability e.g. return on assets or on investment.
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Project C generates the greatest ARR, then Project A but Project B generates practically no accounting profit. This finding is in line with the cash flow profiles of the projects as C has the highest average inflows, whereas B has inflows that are virtually equal to depreciation (Noviyana et al., 2023). This means that Project C would have the best contribution to the profitability ratio of the company and better the stability of the earnings within the investment period.

[bookmark: _Toc217209478]4.3 Net Present Value (NPV) Interpretation
The Net Present Value technique provides the most theoretically valid indicator of the performance of investments because it explicitly includes the time value of money. A positive NPV value implies that the discounted cash inflows of a project are higher than the start-up cost of the project, thus generating wealth among shareholders (Batra and Verma, 2014).
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Project A and Project C are both positive NPVs implying that they are value adding to the company. Project C, however, has a significantly greater NPV and can be considered as creating more wealth per pound invested than Project A. Project B, in its turn, yields a negative NPV, indicating value destruction and therefore making it a financially unappealing project. The advantages of NPV in terms of strategic decision-making are that it is directly connected to the objective of a firm to maximize the wealth of shareholders (Kengatharan, 2016). The greater NPV of Project C indicates more cash generation, as well as the use of money, which is more effective. 
[bookmark: _Toc217209479]4.4 Profitability Index (PI) Interpretation
The Profitability Index favours the NPV analysis but is concerned with the efficiency of the investment as opposed to the creation of absolute value (Kavadis and Castañer, 2015). It is the ratio of present value of inflows to the original investment, and it is particularly helpful in cases where capital rationing is a limiting factor.
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A PI of more than 1 shows that the inflows of a project are greater than its outflows on the basis of a present value. In this case, both Projects A and C exceed this mark whereas Project B fails once again (Palacín-Sánchez et al., 2023). Project C is a better project than Project B because it offers more value with each unit of investment, which is established by the superior PI of the former. In the ideal conditions, Project C is the most efficient use of funds. 
[bookmark: _Toc217209480]4.5 Internal Rate of Return (IRR) Interpretation
The IRR is the discount rate that balances the inflows and outflows of a project or the rate of returns of the project itself (Michelon et al., 2020). It is used as a comparison to the cost of capital of the company which is 10% in this instance.
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Both projects A and C have an IRR of more than 10% and that justifies that they have gained more than the minimum required rate of return (10%) and hence acceptable investment. Project C once again ranks highest in terms of IRR which means that it has better prospects of providing returns. Project B on the other hand has an IRR of less than 10 again supporting its infeasibility in terms of finances.

[bookmark: _Toc217209481]4.6 Comparative Evaluation and Synthesis
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Collectively, the appraisal techniques produce a uniform ranking. Project C is most dominant in NPV, PI, ARR and IRR whereas Project A prevails only in Payback Period. The project B is showing poor performance in all metrics, which proves that it cannot be accepted. Trade-off between Projects A and C is the conventional conflict of liquidity and profitability. Project A offers faster payback and reduced risk of facing uncertainty in future whereas Project C gives the optimal value addition by sacrificing the timeliness of inflows and intensity of capital. Strategically speaking, in case the company has fixed cash assets and long-term funding sources, then Project C is more in line with its profitability and shareholder value improvement objective (Batra and Verma, 2014). On the other hand, when liquidity pressure or working capital tightness is high, Project A would be the right choice as it will accommodate shorter cash cycles and financial stability.
[bookmark: _Toc217209482]4.7 Capital Rationing and Optimal Investment Choice
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Within the specified constraint of £60 million, the company is not able to do Projects A and C at the same time, the combined investment demand of the two (£90 million) is higher than the capital available. This is the same with other combinations. Thus, one and only project has to be selected. Considering that Project C is the most profitable in terms of NPV and IRR, it is the best option in the context of respecting long-term profitability and maximizing the wealth of shareholders as the ultimate objective of the management (Mbabazize and Daniel, 2014). The high profile of returns of the project justifies the amount of investment being 50 million pounds and the capital limit has 10 million spare. This decision is however based on the assumption that the firm is able to handle liquidity short term since the cash inflows of Project C are highly lumped in Years 3 through 5. 
[bookmark: _Toc217209483]4.8 Recommendation
Since there is a limitation of capital of £60 million, the combinations that are feasible include to pursue Project A (alone with a capital of £40m), Project C (alone with a capital of £50m) and a combination of A and B (a capital of £70m, which is greater than the budget). The mixture of B and C is also not possible.
The final recommendation is to invest solely in Project C.
This recommendation is based on a synthesis of the quantitative analysis and the strategic context of General Electronics:
1. Superior Financial Viability: Project C has the highest performance in near all the discounted cash flow measures. It is the one with the largest NPV (£4.23m), the largest PI (1.08), and the largest IRR (13%). It generates the ultimate and relative value to the company.
2. Alignment with Financial Performance:
· Profitability: The company is coming out with huge losses. It requires investments that can provide high unambiguous value. The strength in Project C NPV is a better move towards restoring profitability in comparison to a marginal NPV in Project A.
· Liquidity: Project A has a minor payback (3.4 vs. 3.6 years), but the payback of Project C is also good and its further cash flows are much higher. The huge cash flows in Years 3-5 of the Project C (£20m, £25m, £15m) will be a significant enhancement of the already critically low cash reserves of the company, which will directly aid in the turnaround.
3. Risk Considerations: The cash flows of Project C are back-loaded; that is, they are more dynamic and are realized later as compared to Project A. This is more risky in itself.
Mitigating Factors: In the case of General Electronics, such a risk profile can be favorable. The restructuring plan (divestiture, equity injection) is concerned with survival, which is the first priority of the company. Project C has a high initial outlay, but it is not much of a strain on the £60m budget. The increased pay-off is sufficient to cover the increased risk, and its success will depend on whether the company will manage to get through the next 2-3 years, which is the objective of the entire turnaround strategy. The less transformative potential of project A of higher stability yet less returns is not as exciting.
Project A is the safe but mediocre alternative although it is agreeable. Its value addition is low (NPV of £1.32m) on a 40M investment. With a turnaround situation, marginal projects cannot shift the needle. The company needs to allocate its scarce capital to the projects that have the most potential impact, which is unquestionably Project C.





[bookmark: _Toc217209484]Conclusion
Finally, the diagnosis of the General Electronics shows a very critical situation, which, nevertheless, is treatable, with decisive and coordinated action. The action plan proposed is a multi-pronged attack on the source of failure, i.e., forceful working capital changes to liberate the liquidity, a necessary financial restructuring through divestiture and a capital infusion to restore the balance sheet and a disciplined focus on value-creating investments, i.e., Project C. This combined strategy literally addresses the fact of disastrous losses, cash sink, and unsustainable leverage. This blueprint offers an effective and realistic roadmap to help General Electronics to steer towards a successful and profitable future, with responsibility to ethical implications and global risks in mind and action.
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1. Financial Health Check
	1. Ratio Analysis
	
	
	
	
	

	
	
	
	
	
	

	Ratios
	2020
	2021
	2022
	2023
	2024

	Profitability Analysis
	2020
	2021
	2022
	2023
	2024

	Gross Profit Margin
	28.67%
	28.76%
	28.06%
	23.20%
	28.87%

	Operating Margin
	6.06%
	3.87%
	2.68%
	-20.29%
	-3.87%

	Net Profit Margin
	6.28%
	0.88%
	0.07%
	-23.36%
	-6.09%

	Return on Assets (ROA)
	7.56%
	1.04%
	0.08%
	-27.60%
	-7.43%

	Return on Equity (ROE)
	12.31%
	1.92%
	0.15%
	-54.91%
	-15.69%

	
	
	
	
	
	

	Liquidity Analysis
	2020
	2021
	2022
	2023
	2024

	Current Ratio
	1.82
	1.56
	1.56
	1.61
	1.53

	Quick Ratio
	1.15
	0.93
	0.91
	1.06
	1.03

	Cash Ratio
	0.32
	0.28
	0.31
	0.27
	0.17

	
	
	
	
	
	

	Efficiency (Activity) Analysis
	2020
	2021
	2022
	2023
	2024

	Inventory Turnover
	3.64x
	3.19x
	2.79x
	3.66x
	3.54x

	Receivables Turnover
	4.75x
	4.66x
	4.83x
	3.73x
	3.46x

	Asset Turnover
	1.20x
	1.18x
	1.08x
	1.18x
	1.22x

	
	
	
	
	
	

	Gearing (Leverage) Analysis
	
	
	
	
	

	Debt-to-Equity Ratio
	0.63x
	0.85x
	0.88x
	0.99x
	1.11x

	Interest Coverage Ratio
	26.21x
	41.08x
	6.61x
	-19.69x
	-4.55x

	Debt Ratio
	0.39x
	0.46x
	0.47x
	0.50x
	0.53x

	
	
	
	
	
	

	Investment Ratios
	
	
	
	
	

	Earnings per Share (EPS)
	2.78
	0.39
	0.03
	-7.64
	-1.85

	Book Value per Share
	22.55
	20.49
	21.13
	13.92
	11.81

	Dividend per Share (est.)
	-
	-
	-
	-
	-

	
	
	
	
	
	

	Cash Flow Analysis
	
	
	
	
	

	Net Cash from Operating Activities
	73392
	40283
	10926
	25190
	14822

	Net Cash from Investing Activities
	-23734
	-17041
	-21208
	-13877
	-8428

	Net Cash from Financing Activities
	65964
	-22026
	20501
	-34779
	-19764

	Net Change in Cash
	-17149
	3660
	5927
	-23989
	-15968



	2. Altman Z-Score: Corporate Failure Prediction

	
	
	
	

	Particulars
	 
	2024

	WC = Working Capital
	84203

	RE = Retained Earnings
	208431

	EBIT = Operating Income
	-15297

	TA = Total Assets
	
	323354

	BVE = Book Value of Equity
	153105

	TL = Total Liabilities
	
	170249

	Sales
	
	
	394879

	
	
	
	

	Formula:
	
	
	

	Z = 1.2×(WC/TA)+1.4×(RE/TA)+3.3×(EBIT/TA)+0.6×(BVE/TL)+1×(Sales/TA)

	
	
	
	

	Altman Z-Score
	 
	2.38



2. Working Capital Management
	Cash Operating Cycle (COC) Analysis
	
	
	
	

	
	
	
	
	
	

	Particulars
	2020
	2021
	2022
	2023
	2024

	Inventory Days
	100 days
	115 days
	131 days
	100 days
	103 days

	Receivable Days
	77 days
	78 days
	76 days
	98 days
	106 days

	Payable Days
	69 days
	79 days
	67 days
	64 days
	94 days

	
	
	
	
	
	

	Cash Operating Cycle (COC)
	108 days
	114 days
	140 days
	133 days
	115 days



3. Investment Appraisal
	Project Cash Flow Analysis
	
	
	
	

	
	
	
	
	
	
	

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

	A
	-40
	10
	12
	14
	10
	8

	B
	-30
	6
	6
	6
	6
	6

	C
	-50
	5
	10
	20
	25
	15

	Discount rate
	10%
	
	
	
	
	



	1. Payback Period (PBP)
	
	

	
	
	

	Project A
	Cashflows
	Cumulative CFs

	Initial Investment (£m)
	40
	

	Year 1
	10
	10

	Year 2
	12
	22

	Year 3
	14
	36

	Year 4
	10
	46

	Year 5
	8
	54

	
	
	

	Payback Period
	3.4
	years



	Project B
	 
	Cashflows
	Cumulative CFs

	Initial Investment (£m)
	30
	

	Year 1
	
	6
	6

	Year 2
	
	6
	12

	Year 3
	
	6
	18

	Year 4
	
	6
	24

	Year 5
	
	6
	30

	
	
	
	

	Payback Period
	5
	years



	2. Accounting Rate of Return (ARR)
	
	
	

	
	
	
	
	

	Project
	Annual Depreciation (£m)
	Average Cash Inflow (£m)
	Average Accounting Profit (£m)
	ARR (%)

	A
	8
	10.8
	2.8
	7.00%

	B
	6
	6
	0
	0.00%

	C
	10
	15
	5
	10.00%




	3. Net Present Value (NPV)
	
	
	

	
	
	
	

	Project A
	Cashflows
	Discount factor
	PVCF

	Initial Investment (£m)
	-40
	
	

	Year 1
	10
	0.9091
	9.09

	Year 2
	12
	0.8264
	9.92

	Year 3
	14
	0.7513
	10.52

	Year 4
	10
	0.6830
	6.83

	Year 5
	8
	0.6209
	4.97

	
	
	Sum of PVCF
	41.32

	
	
	
	

	NPV
	 
	 
	1.32



	Project B
	Cashflows
	Discount factor
	PVCF

	Initial Investment (£m)
	-30
	
	

	Year 1
	6
	0.9091
	5.45

	Year 2
	6
	0.8264
	4.96

	Year 3
	6
	0.7513
	4.51

	Year 4
	6
	0.6830
	4.10

	Year 5
	6
	0.6209
	3.73

	
	
	Sum of PVCF
	22.74

	
	
	
	

	NPV
	 
	 
	-7.26



	4. Profitability Index (PI)
	
	
	

	
	
	
	

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

	A
	41.32
	40
	1.03

	B
	22.74
	30
	0.76

	C
	54.23
	50
	1.08



	5. Internal Rate of Return (IRR)

	
	

	Projects
	IRR

	Project A
	11%

	Project B
	5.5%

	Project C
	13%



	6. Capital Rationing Decision
	
	
	

	
	
	
	

	Maximum investment available
	60
	(£m)
	

	
	
	
	

	Feasible combinations:
	Amount (£m)
	Limit (£m)
	Limit Corss?

	A + B
	70
	60
	Yes

	B + C
	80
	60
	Yes

	A + C
	90
	60
	Yes

	A only
	40
	60
	No

	C only
	50
	60
	No
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