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Introduction 
Evaluation of the financial performance of a firm is an important part of corporate governance and strategic decision making especially in the sectors that are vulnerable to technological advancement and international market dynamics. General Electronics (GE) has recorded considerable change in profitability, liquidity and operating efficiency over the last five years and this shows the difficulties of multinational companies operating in the sustainable financial market. In the given report, the financial position of GE is thoroughly assessed with the help of major analytical instruments, such as ratio analysis, cash conversion cycle analysis, capital structure analysis, and investment appraisal methods (Brigham and Ehrhardt, 2022; Gitman and Zutter, 2019).
To determine the weaknesses and strengths, the analysis will look at the trend of profitability, gross and net margins, return on equity, liquidity ratios, efficiency measures and gearing. The strategic implications of these trends are discussed, based on working capital management, restructuring of debts and value-creating investments. Combining the quantitative financial information with the qualitative strategic information the report is aimed at identifying the risks of financial distress, the opportunities of operation improvement, and the potential effect of the financial restructuring on the long-term shareholder value. This analysis gives a platform to make informed decisions about the restoration of the solvency and competitiveness of GE (Altman and Hotchkiss, 2020; KPMG, 2023).
2. Financial Health Assessment
2.1 Profitability Analysis
Profitability Ratio Formulas:
Return on Equity (ROE) = Net Income / Shareholders’ Equity × 100
Gross Margin = (Gross Profit / Net Sales) × 100
Net Margin = (Net Income / Net Sales) × 100
Operating Margin = (Operating Income / Net Sales) × 100
The last five years have shown that General Electronics (GE) has been experiencing a significant drop in profitability. The net income has been above low profits in the year 2020-2022 to high losses in the year 2023-2024 mainly owing to the weaknesses in the operations, increase in costs, and loss of assets. Some of the main trends can be summarized as follows:
	Year
	Net Sales (£m)
	Net Income (£m)
	ROE (%)
	Gross Margin (%)
	Net Margin (%)

	2020
	614,680
	38,572
	12.3
	28.7
	6.3

	2021
	601,602
	5,301
	1.6
	28.8
	0.9

	2022
	542,751
	407
	0.1
	28.1
	0.07

	2023
	420,457
	–98,238
	–54.9
	23.2
	–23.4

	2024
	394,879
	–24,029
	–15.7
	28.9
	–6.1


The gross margins have been relatively steady with an average of 28-29 that means that GE has managed to maintain some efficiency on the cost of sales despite the decreasing revenues. Operating margins however dropped to -3.9% in 2024 whereas in 2020, it was 6.2%. The main factors that have contributed to this drop are an increase in operating expenses, impairment, and restructuring expenses (KPMG, 2023).
Return on equity (ROE) shows that it lost shareholder value at an unprecedented rate, reducing to -15.7% in 2024 compared to 12.3% in 2020. The drastic decline in 2023 is an indication of structural inefficiency in cost control, declining market demand, and underperforming assets. The net losses increased in 2024 compared to 2023, but the overall situation is not very promising, and immediate corrective measures are needed.
2.2 Liquidity Analysis
The liquidity ratios will give an insight on the capacity of GE to meet the short-term obligations. The liquidity indicators of 2020-2024 will be the following:
Liquidity Ratio Formulas:
Current Ratio = Current Assets / Current Liabilities
Quick Ratio = (Current Assets – Inventory) / Current Liabilities
Cash Ratio = Cash and Cash Equivalents / Current Liabilities
	Year
	Current Ratio
	Quick Ratio
	Cash Ratio

	2020
	1.82
	1.15
	0.32

	2021
	1.56
	0.94
	0.18

	2022
	1.56
	0.91
	0.20

	2023
	1.61
	0.91
	0.26

	2024
	1.53
	0.84
	0.17


The current ratio dropped to 1.53 in 2024 compared to 1.82 in 2020, which means that it has a weak buffer against short-term obligations (Investopedia, 2024). The quick ratio falls to 0.84 in 2024 which is an indication that it has been relying more on inventories to pay off obligations. Cash holdings have also decreased to PS27 billion as compared to PS57 billion due to liquidity constraints although operating cash flows are favorable. Profitability and cash flow divergence highlights the importance of the working capital management (Brigham and Ehrhardt, 2022).
2.3 Efficiency Analysis
Efficiency Ratio Formulas:
Inventory Turnover = Cost of Goods Sold / Average Inventory
Receivable Days = (Trade Receivables / Net Credit Sales) × 365
Payable Days = (Trade Payables / Cost of Sales) × 365
Working Capital Days (Cash Conversion Cycle) = Receivable Days + Inventory Days – Payable Days
Operational efficiency is the capacity of the company to convert assets into revenue and cash. The important efficiency ratios of GE within the five years period are:
	Year
	Inventory Turnover
	Receivable Days
	Payable Days
	Working Capital Days

	2020
	3.64
	77
	48
	+29

	2021
	3.19
	78
	56
	+22

	2022
	2.79
	75
	65
	+10

	2023
	3.65
	98
	61
	+37

	2024
	3.54
	105
	67
	+38


The collection of receivables has worsened into 105 days in 2024, which is poor credit management. The inventory turnover is 3.54x, which is lower than the industry turnover, indicating ineffective management of the inventory and would have an overstock of slow-moving products. Cash conversion cycle (days working capital) increased to 38 days, which put strain on liquidity and capped capital in operating assets.
2.4 Gearing and Capital Structure
Gearing Ratio Formulas:
Debt-to-Equity Ratio = Total Debt / Total Equity
Debt Ratio = Total Debt / Total Assets
Interest Coverage Ratio = EBIT / Interest Expense
The capital structure of GE has been highly leveraged which has escalated financial risk. The key indicators are:
	Year
	Debt-to-Equity
	Debt Ratio
	Interest Coverage

	2020
	0.63
	0.39
	26.2

	2021
	0.71
	0.46
	12.1

	2022
	0.88
	0.47
	6.6

	2023
	0.99
	0.50
	–0.16

	2024
	1.11
	0.53
	–4.6


The debt-to-equity ratio rose to 1.11, which is an indicator of increased dependence on debt financing (EY, 2024). Operating losses lead to negative interest coverage in 2023 and 2024, which means that the company can no longer meet the interest payments with its earnings. This increases the chances of default of covenants, possible bankruptcy and constriction of borrowing.
2.5 Investment and Cash-Flow Performance
Net Cash Flow = Cash Inflows – Cash Outflows
With the losses, GE was able to create positive operating cash flow of PS14.8 billion in 2024 and it indicates that the company can create internal cash. Nevertheless, net cash flow decreased because of capital spending of PS4.6 billion and decreased inflows of external financing (Bloomberg, 2024). Payments of dividends were put on hold to save liquidity to continue operations and turnaround (Deloitte, 2023). The question of balancing between liquidity and strategic investments has become a burning issue thus.
2.6 Trends, Strengths, and Threats
Strengths:
1. The fact that the gross margins remain stable (~28-29) speaks of good cost control.
2. Favourable operational cash flows show the potential of the company to generate cash.
3. Funding and reorganization can be done using substantial assets as collateral.
Threats:
1. Fading profitability as a result of a 36 percent decline in revenues since 2020.
2. Drain off of retained earnings and shareholder equity by accumulated losses.
3. An increase in leverage and reduction in interest coverage is an indicator of financial weakens.
4. Liquidity is worsening and the time of collection of receivables is also increasing, which raises operational risk.
2.7 Corporate Failure Prediction: Altman Z-Score
Altman Z-Score measures the risk of bankruptcy in manufacturing companies (Altman, 1968; Altman and Hotchkiss, 2020) and it is computed as follows:

Where:
· 
· 
· 
· 
· 
Calculation for 2024:
· Working capital = £242,494 – £158,291 = £84,203
· Total assets = £323,354
· 
· Retained earnings = £208,431
· 
· EBIT ≈ –15,297
· 
· Market value of equity ≈ £153,105
· Total liabilities = £170,249
· 
· Sales = £394,879
· 

GE has a Z-score of 2.19, which falls in the grey zone signifying that it is in danger of bankruptcy but not immediately. The decrease in the score of above 3 in 2020 to 2.2 in 2024 is an indicator of growing financial risk and should drive the necessary strategic intervention. 
2.8 Summary of Financial Health
GE is not bankrupt, but it is suffering organizationally in terms of finances. The drop in profitability, limited liquidity, diminished returns to shareholders, and increased leverage levels are only some of the indicators that require urgent strategic restructuring. Turnaround efforts must take advantage of positive operating cash flows, but there are risks because of inefficiency in operations and debt servicing. Some of the main short term solution measures are:
1. Economization and enhancement of work efficiency.
2. The process of debt restructuring in order to lower the financial risk.
3. Use of receivables and inventory optimization to increase liquidity.
4. Specialized investment in risk-free high-paying projects to stabilize the revenue streams.
These areas will be critical in returning solvency, regaining investor confidence and providing a platform based on sustainable recovery.
3. Working Capital Management Analysis
Corporate sustainability necessitates the working capital to be well managed, especially when the company is in distress like General Electronics (GE). The current assets and liabilities are considered as the working capital, which is the difference between them, and it offers liquidity to fulfill short-term commitments and maintain the businesses (Brigham and Ehrhardt, 2022). GE also reported a current ratio of 1.53 and quick ratio of 0.84 in 2024 indicating liquidity is limited and the ability to absorb financial shocks that occur suddenly is lower. Despite the positive operating cash flows, both the growth on accounts receivable and extended holding of inventory has put a strain on liquidity which has constrained the flexibility in operations as well as funding short-term turn around projects.
3.1 Cash Operating Cycle
The cash operating cycle, also known as the cash conversion cycle, is a metric that determines the efficiency of a company in terms of transforming its investments in resources into cash flows (Gitman and Zutter, 2019). It is calculated as:

Where:
· DIO = Days Inventory Outstanding
· DSO = Days Sales Outstanding
· DPO = Days Payables Outstanding
GE’s historical cash conversion cycle data are summarized below:
	Year
	DIO
	DSO
	DPO
	Cash Conversion Cycle (days)

	2020
	100
	77
	48
	129

	2021
	114
	78
	56
	136

	2022
	131
	75
	65
	141

	2023
	100
	98
	61
	137

	2024
	103
	105
	67
	141


Calculation example for 2024:

The cash conversion cycle has grown to 141 days in 5 years meaning their operations became less efficient. Delayed receivable collection and inventory turnover is caused by sluggish sales, poor credit management, and possible inefficiency in production planning. Long-term COC does not only tie up liquidity but it also raises dependence on outside funding, which raises the financial risk.
3.2 Receivables Management

Receivables management is important to maximize the cash conversion cycle of GE. The net sales dropped, however the receivables grew by PS112.3 to PS114.2 in 2020-2024, giving rise to the ratio of the receivables to net sales of 20.7 to 28.9. It raises the issues of poor collection policies and lack of credit checks. GE needs to use automated credit scoring systems (to assess risks in real-time) and adopt more stringent credit conditions on overdue accounts to become more efficient (Deloitte, 2023). Also, dynamic discounting will help to promote prompt payments without damaging customer relations (McKinsey, 2024). The cash availability and financial flexibility would be increased through the reduction of Days Sales Outstanding (DSO) by 20-25 days and a decrease in the short-term borrowing levels.
3.3 Inventory Management

In 2024, GE had a lower inventory of PS79 billion compared to PS140 billion in 2022, and this trend is mainly because of write-downs and production reductions and not directly because of operational improvements. The inventory turnover ratio consists of 3.5x lower than the industry average of 5.8x (PwC, 2024), which represents a lack of efficiency in managing stocks, locking them up, and increasing the risk of obsolescence. Lean concepts like Just-in-Time (JIT) and enhanced Sales and Operations Planning (S&OP) can be suggested in order to resolve this (Christopher, 2016). AI-driven demand prediction will also be able to adjust production and demand to the real demand and minimize wastage of stock and uphold service levels (Accenture, 2024). The increased efficiency of inventory will lead to the reduction of the cash conversion cycle and the increase of the working capital utilisation.
3.4 Payables and Supplier Relations

The account payable rose to PS72 billion in the year 23. Although this will bring a short-term solvent to the liquidity situation, it can affect supplier confidence and continuity of the supply chain. Supplier financing or reverse factoring is a relatively balanced solution, which enables the company to extend its payment terms without damaging relationships with suppliers (EY, 2024). Supplier alliances are very important in consumer electronics as it maintains uninterrupted production and supply of components.
3.5 Working Capital Financing Options

Financing strategies should be short-term and long-term in the process of complementing operational improvements. The immediate liquidity is offered at a higher cost, in form of short-term options such as bank overdrafts, revolving credit lines, commercial paper, and invoice discounting (KPMG, 2023). Term loans and equity financing are long-term solutions that help to stabilize the balance sheet and minimize dependency on debt as well as finance turnaround efforts. It is recommendable to use a combination strategy of short term facilities as the source of immediate liquidity and medium term equity injections as the source of solvency.
3.6 Recommended Working Capital Reforms

The main reforms to improve liquidity and efficiency in operation entail: 
1. Receivables: Introduce real-time credit analytics, tighten the terms of the high-risk clients, and reward paying on time. 
2. Inventory: Use AI based forecasting combined with production planning as a strategy to minimize the holding costs and write-downs. 
3. Payables: through the responsibly extension of payment terms, use reverse factoring and supply-chain financing. 
4. Cash Forecasting: Prepare 13-week cash flow models in order to create a better short-term liquidity visibility (Grant Thornton, 2023). 
These reforms have the potential of cutting the cash conversion cycle by 25-30 days, which would release PS25-30 billion of cash that could be used in operations and debt service.
3.7 Strategic Implications

The financial position of GE highlights the importance of effective management of cash flow and prioritization of investment. Improved productivity of operations, reduced short-term debt, and quick working capital turnover are of paramount importance in financial recovery. Greater liquidity will underpin high-paying projects. I would consider Project C that has the highest NPV, IRR, ARR, and profitability index but when implementing it in practice, the existing cash limitations should be taken into account. Value-accretive investments, vigorous cost management, and picky capital investment will restore competitiveness and shareholder trust.


4. Strategic Financial Restructuring Plan
4.1 Overview

Financial restructuring solves liquidity issues and the lack of investor confidence by restructuring capital structure by using debt management, equity recapitalization, and reallocation of assets (Altman and Hotchkiss, 2020). By 2024, the debt-to-equity ratio of GE had decreased to 1.11, and the retained earnings decreased 36 percent since 2020 because of losses and suspended dividends. The prevalence of short-term credit enhances the risk of refinancing and restricts the ability to invest. All that is required is a holistic restructuring plan, which includes financial engineering, rationalization of operations and ethical governance.
4.2 Recommended Measures
a) Debt Restructuring:
Refinancing loans with long term maturity, lower interest rate or conversion of part of debt to equity would improve liquidity and predictability of cash flows (IMF, 2024). As an illustration, debt-to-equity of 1.11 can be lowered to 0.9 by converting PS20 billion of debt into equity. It is better to redeem convertible bonds and reduce interest payments because it ensures investor confidence (Damodaran, 2023).
b) Equity Recapitalization:
A rights issue would provide PS10 billion of new shares to settle their debt and strengthen their assets and invest in strategy. It is an indicator of stability in the long run, better credit rating, and a reduced WACC (EY, 2024; Modigliani and Miller, 1963).
c) Asset Divestiture: 
The disposition of non-core or non-performers would yield PS15-20 billion, simplify business processes, and enable the company to concentrate on growth opportunities in the fields of smart devices and renewable technologies (McKinsey and Company, 2024; BCG, 2023). Ethical execution avoids loss of morale among employees and company image.
d) Mergers and Strategic Alliances: 
The company will have a chance to think over and even enter into a strategic alliance with the other companies of the same sector in the continent. Technological capabilities, market growth and access to R&D are offered by strategic alliances and acquisitions in electronics, software, and semiconductors (KPMG, 2023). Making careful decisions limits the cultural and regulatory risks (BCG, 2023).
4.3 Ethical and Social Considerations

Restructuring should be in line with moral and ESG values. GE needs to focus on retaining and reskilling employees, responsible tax reporting (OECD, 2023), FX and inflation hedging (World Bank, 2024), and ESG-related investment approaches (PwC, 2024). Ethical behavior strengthens image and confidence of the stakeholders.
4.4  Impact on Shareholder Value

Restructuring improves the shareholders value in the long term by making the company more solvent, risk-averse and more flexible in terms of long-term strategy. The equity-based restructuring would reduce WACC by 11.2 to 9.6 and short-term EPS can be affected by dilution. Strategies that are well communicated are likely to increase the stock returns with the projected ROE of over 8% and a debt ratio of less than 0.9 in three years to come (Brigham and Ehrhardt, 2022; FT, 2024).

4.5  Implementation Roadmap

The turnaround plan will involve three stages:
1. Stabilization: Strengthen the liquidity and reform the short-term debt.
2. Optimization: Enhance the working capital management and asset efficiency.
3. Strategic Investment: Invest PS40 million in a larger Project A and PS20 million in a larger Project B and strike a balance between liquidity, value creation and risk.
Such a strategy helps to boost the balance sheet, and slowly deleverage the company, and in the process, GE can be in a better position to undertake more risky innovation when financial stability is regained.
5.0 Investment Appraisal Analysis
The four capital budgeting methods are used in the evaluation of project A, B and C:
· The Accounting Rate of Return (ARR).
· Net Present Value (NPV)
· Internal Rate of Return (IRR)
· Profitability Index (PI)
With a capital rationing limit of PS60 million, GE is not able to invest into all the projects even when profitable. The initial expenditure and estimated cash flow is as follows:
	Project
	Initial Cost (£m)
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	A
	40
	15
	12
	10
	8
	6

	B
	30
	10
	8
	7
	5
	4

	C
	50
	22
	18
	12
	9
	8


· Discount rate (WACC): 10%
· Depreciation: Straight-line over 5 years
This systematic strategy enables GE to set investments priorities in terms of value creation and risk-adjusted returns and meet the larger financial restructuring goals.
5.1 Capital Structure Context
The value increase of a firm due to financial leverage, as suggested by Modigliani and Miller (1963) depends on the achievability of cost of bankruptcy, imperfect markets and agency conflicts. This theory also explains why GE uses the discount rate of 10 percent in its investment appraisal which represents its weighted average cost of capital (WACC) assuming efficient capital markets.
5.2 Accounting Rate of Return (ARR)
Accounting rate of Return (ARR) is a measure of the average accounting profitability of the project compared to its initial investment. ARR has been a popular performance measure although it is not theoretically sound compared to discounted cash flow techniques.
Step 1: Calculate Annual Depreciation (Straight-Line)

· Project A: £40m ÷ 5 = £8m per year
· Project B: £30m ÷ 5 = £6m per year
· Project C: £50m ÷ 5 = £10m per year
Step 2: Calculate Average Annual Cash Inflow

· Project A: (15+12+10+8+6)/5 = £10.2m
· Project B: (10+8+7+5+4)/5 = £6.8m
· Project C: (22+18+12+9+8)/5 = £13.8m
Step 3: Determine Average Accounting Profit

· Project A: 10.2 − 8 = £2.2m
· Project B: 6.8 − 6 = £0.8m
· Project C: 13.8 − 10 = £3.8m
Step 4: Calculate ARR

· Project A: (2.2 ÷ 40) × 100 = 5.5%
· Project B: (0.8 ÷ 30) × 100 = 2.7%
· Project C: (3.8 ÷ 50) × 100 = 7.6%
ARR Interpretation:
The highest accounting return (7.6%) can be observed in Project C which means the most profitable utilization of invested funds. Project A (5.5%), outperforms the current ROA of the company (negative at 3) which displays moderate profitability. Project B (2.7%) is not profitable because it is less than the cost of capital.
5.3 Net Present Value (NPV)
NPV compares the discounted value of the future cash flows at the cost of capital at the company (10 percent) with the initial outlay. When NPV is positive, value creation has taken place.
Present Value (PV) Factors at 10%
	Year
	PV Factor

	1
	0.909

	2
	0.826

	3
	0.751

	4
	0.683

	5
	0.621


Project A Calculation:

Stepwise:
· 15 × 0.909 = 13.64
· 12 × 0.826 = 9.91
· 10 × 0.751 = 7.51
· 8 × 0.683 = 5.46
· 6 × 0.621 = 3.73

Project B Calculation:

Stepwise:
· 10 × 0.909 = 9.09
· 8 × 0.826 = 6.61
· 7 × 0.751 = 5.26
· 5 × 0.683 = 3.41
· 4 × 0.621 = 2.48

Project C Calculation:

Stepwise:
· 22 × 0.909 = 19.99
· 18 × 0.826 = 14.87
· 12 × 0.751 = 9.01
· 9 × 0.683 = 6.15
· 8 × 0.621 = 4.97

NPV Interpretation:
1. There are positive NPV of projects A and C inventing shareholder value.
2. Project C is the one that has the highest absolute contribution to firm value.
3. The NPV of Project B is negative and it should not be included in general circumstances.
5.4 Internal Rate of Return (IRR)
The discount rate that makes the Net Present Value (NPV) of a project equal the zero-value is known as the Internal Rate of Return (IRR). It is the real forecasted rate of a project. In a case where NPV is not zero directly, interpolation is applied between two discount rates in estimating IRR.
The formula for linear interpolation is:

Where:
· = lower discount rate
· = higher discount rate

Project A
· NPV at 10% = +0.25m
· NPV at 14% = −1.50m

Step-by-step:
· Denominator: 0.25 − (−1.50) = 0.25 + 1.50 = 1.75
· Fraction: 0.25 ÷ 1.75 = 0.143
· Multiply by rate difference: 0.143 × 4 = 0.572
· Add to lower rate: 10 + 0.572 ≈ 10.57%


Project B
· NPV at 8% = +0.50m
· NPV at 12% = −2.00m

Step-by-step:
· Denominator: 0.50 − (−2.00) = 2.50
· Fraction: 0.50 ÷ 2.50 = 0.20
· Multiply by rate difference: 0.20 × 4 = 0.80
· Add to lower rate: 8 + 0.80 = 8.8%


Project C
· NPV at 12% = +1.60m
· NPV at 16% = −1.00m

Step-by-step:
· Denominator: 1.60 − (−1.00) = 2.60
· Fraction: 1.60 ÷ 2.60 ≈ 0.615
· Multiply by rate difference: 0.615 × 4 ≈ 2.46
· Add to lower rate: 12 + 2.46 ≈ 14.46%


IRR Interpretation:
Project C is the most attractive based on the IRR, which is 14.46, which is higher than the 10% hurdle rate of the company. Project A (10.57%) is just satisfactory on the rate of return. Project B (8.8%) is lower than the cost of capital hence inappropriate.
Conclusion: The IRR analysis is a strong indication that Project C is the most profitable project, then Project A, and Project B should not be considered.

5.5 Profitability Index (PI)

· Project A: 40.25 ÷ 40 = 1.01
· Project B: 26.85 ÷ 30 = 0.90
· Project C: 54.99 ÷ 50 = 1.10
PI Interpretation:
· Project C provides £1.10 per £1 invested, the highest return.
· Project A is slightly above break-even.
· Project B is below 1.0 and financially unacceptable.

5.6 Capital Rationing Analysis (£60m limit)
Possible combinations:
· A + B = £70m
· A + C = £90m
· B + C = £80m
Feasible options under the £60m limit:
1. Invest in Project A alone (£40m)
2. Invest in Project A (£40m) + scaled-down Project B (£20m)
Scaled Project B Calculation:

This option remains within the capital constraint, though Project B’s PI is below 1.0.

5.7 Strategic and Ethical Fit
The investment decisions are supposed to be in line with the strategic priorities and the ESG commitments of GE.
Project A: Builds up the already established consumer electronic business, which delivers stable cash flows and average levels of risk, within the range of current turnaround capacity.
Project B: Facilitates the consolidation of the market in the moderately growing segments and improves brand awareness. A smaller variant of Project A complements it and yet does not exceed capital limits.
Project C: Smart technology high-risk high-reward project. Capital-intensive and exposed to new market volatility, which would imply short-term insolvency.
Environmentally, Projects A and B are less harmful to the environment, carry out responsible sourcing, and reduce the interference of the workforce. Project C would involve massive operational restructuring and supply chain alterations, which would add pressure on the ethical and compliance issues.
5.8 Integration with Financial Strategy
The suggested allocation creates a balance between profitability, risk, and stability of operations. Project A provides an initial cash inflow that helps recover the liquidity and alleviate the working capital pressure and increase the debt-servicing ability. Diversification of PS20m into a smaller Project B is quantified but will not put significant strain on the resources.
This incremental strategy enhances the balance sheet and slowly diminishes leverage and prepares the firm to take more risky innovation projects such as Project C when it becomes financially stable.
5.9 Conclusion on Investment Appraisal
The best investment that GE should adopt given the current financial limitations is project A, which has the right balance of returns efficiency, reduction of risk, and compatibility in its operations. Project A in combination with a reduced Project B is the most diversified and has a positive cash flow with the minimum capital constraint of PS60m. Although the NPV of project C is very high, this project would not be suitable as it is capital intensive and has a high level of market uncertainty. Project C could be revisited as a long-term innovation strategy once GE financial position comes to a stabilized state.
6.0 Recommendations
General Electronics (GE) needs to concentrate on five strategic initiatives to realize long-term financial stability and operational strength:
1. Optimise Management of Working Capital.
GE should enhance the state of liquidity by decreasing the cash conversion cycle. This may be ensured by tightening of credit policies to reduce the time of collection of receivables, efficiency of the inventory management or demand-driven planning to reduce the compliments, and improved cash-flow forecasting aided by periodic monthly reporting. These policies will set free confined capital and enhance short term financial elasticity.
2. Reorganize Short-Run Debts and Capital Base.
A reduction in financial risk should be carried out through refinancing of short-term liabilities in longer-term loans, disposal of the non-core or underperforming assets, and selective equity injections to the company. The combination will reduce the leverage, enhance the solvency, and generate the ability to make future strategic investments.
3. Value-Creating Investments should be prioritised.
The allocation of capital to projects should be done according to projects that have the highest returns in the current budget. Project A should be fully funded because it is risk-adjusted profitable, and leftover funds can be used on a more modest scale version of Project B. Project C should only be invested in at a later stage when GE is in better financial health and liquidity.
4. Improve Operational Effectiveness.
Automation of the routine processes, the renegotiation of the contracts with the suppliers to achieve the favorable terms, and the adoption of the performance-based budgeting can be used to strengthen the operational performance and hold the accountability and the control of costs. The measures will enable it to minimize operational bottlenecks, reduce costs, and sustain profitability.
5. Develop ESG and Governance.
GE needs to uphold transparent and responsible governance through better internal control systems, better sustainability reporting, and better communication with the stakeholders. Ethical decision-making and ESG integration will not only protect the corporate image but also will be able to attract responsible investors and encourage the trust of long-term stakeholders.

Conclusion

General Electronics financial analysis demonstrates that the company is in a significantly stressed condition, although it is not bankrupt yet. The combination of decreasing profitability, decreased liquidity, increased debt, and negative coverage of interest speaks of operational inefficiencies and increased financial risk. GE lies in the grey zone of the Altman Z-score, which shows that the company might face bankruptcy unless some remedial actions are taken (Altman, 1968; Altman and Hotchkiss, 2020).
Even in the face of these issues, GE has some remarkable strengths, such as good operating cash flows, gross margins that have been maintained, and large assets that could be used to fund strategic initiatives. The recommendations aim at maximising working capital, debt restructuring, high-return project prioritization and maximization of operational efficiency. These measures are essential in the restoration of liquidity, minimization of financial risk as well as the reinstatement of shareholder confidence. To sum up, the financial trend of GE is an indication of a desperate situation that requires urgent action; however, under the control of strict managers and focused restructuring, the company is capable of successful revival and development (Brigham and Ehrhardt, 2022; Deloitte, 2023).
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