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[bookmark: _Toc217162959]Introduction:
General Electronics is a multinational electronics company. It used to have a good market position. The decline in performance has been evident in recent years. This report will evaluate its performance within a period of five years. The decline in revenue between 2020 and 2024 was enormous. Revenue fell from £614.7bn in 2020. It dropped to £394.9bn by 2024. There was an increase in operating losses in 2023 and 2024. In 2023, the company reported a tremendous £49bn impairment. Cash flow has fallen to a drastic level. GE has become a creditor of short-term credit. The report aimed at finding out the underlying issues. It expounds the ways and reasons why the position of the firm has been undermined. It will determine the causes of this financial downfall. It also evaluates the problem of working capital. It then outlines a strategic restructuring initiative in order to stabilise it. It also analyses three major investment projects. This involves the entire capital budgeting procedures. Collectively, these passages create a precise and viable plan that would enable GE to recover. 
Financial Health Check
[bookmark: _Toc217162960]Analysis of Financial Statements 
Income Statement
Sales have been decreasing over the past five years. The trend is declining when compared to the yearly trend since 2020. In 2020, the amount of sales decreased to £614.7bn and in 2024, it dropped to £394.9bn. This is a five-year decline of 36%. It exhibits a decrease in demand and a pressure in the market.Additionally, the cost of sales in declining albeit slowly.However the gross profit declined more sharply. Additionally,operating income shifted to a loss.In 2020 the business made £37 billion.However,it declared losses in 2023 and 2024.The 2023 results had a significant event.GE suffered a significant £49 billion impairment. This aggravated the final performance. Profit was transformed by the consistent losses. The losses indicate that the business can no longer cover its costs.


Balance Sheet
The financial position of GE got weaker every year. There is an evident decline in current assets. The cash decreased to £26bn as compared to £57bn in 2020. Balances of accounts receivable stood still. This implies a sluggish collection or poor credit policies. Total assets are reducing at a high speed. These went down to approximately £510 billion to £323 billion. It represents taking impairment, selling of assets and poor investment. The value of equity has been highly degenerated. This represents shareholder loss of long-term value.
Cash Flow
There is an interesting trend in the cash flow information. Profits have no connection with operating cash flow. Here, there is a difference between profit and cash. Cash flow remained positive in all years of operation. However, profit was -2023 and -2024. Store movement has a significant impact on the cash flow. The capital expenditure decreased as well. GE minimised on new asset investment. This may harm future growth. The corporation is one that hugely relies on credit lines. Their other use of cash was to purchase treasury stocks. The cash flow direction is, in general, stressed and poorly planned with an increasing funding risk.
[bookmark: _Toc217162961]Full Ratio Analysis of GE
[bookmark: _Toc217162962]Profitability Ratios 
Profitability ratios depict the ability of GE to convert sales and assets into profit. They demonstrate efficiency in the transformation of sales to profit (Rashid, 2021). 
1. Gross Profit Margin (GPM) 
Formula: (Gross Profit / Net Sales) x 100.
The Gross Profit Margin muscle between 2020 and 2024 is, respectively, 28.67%, 28.76%, 28.06%, 23.20% and 28.87%. Calculation in the Appendix. The margin remained solid until 2022. It fell sharply in 2023. This decline is an indicator of core cost issues (Sardar & Singh, 2023). The cost pressure and weak pricing are more evident this fall. Prices did not decrease as quickly as sales. This caused margin erosion. It recovered slightly to 28.87% in 2024. However, in general, there is erratic cost management.
2. Operating Profit Margin (OPM) 
Formula: (Operating Income / Net Sales) × 100.
The Operating Profit Margin of GE for the past five years are, 
	Year
	OPM

	2020
	6.06%

	2021
	3.87%

	2022
	2.68%

	2023
	–20.29%

	2024
	–3.87%


The performance of the operation dropped annually. In 2023, the margin went deep into huge losses. It shows the impairment of £49bn. This was more than 20% of the sales value lost. The 2024 margin is still negative. The cost of operation increased at a higher rate than the sales. It portrays bad cost management and operations. This demonstrates a great inefficiency. GE is not able to meet sales out of core expenses. 
3. Net Profit Margin (NPM)
Formula: (Net Income / Net Sales) × 100.
The Net Profit Margin of GE for the past five years are, 
	Year
	NPM

	2020
	6.28%

	2021
	0.88%

	2022
	0.07%

	2023
	–23.36%

	2024
	–6.09%


The trend shows a decline in net profit. GE changed the situation from profit to loss. The 2023 loss is catastrophic. This is an indication of impairments, poor sales and poor cost control. There are two years of negative net income. This is an indicator of long-term solvency problems (Taebi, Zeinali & Beytollahi, 2022). This kills the shareholder value. Continuous losses in the margins weaken financial soundness and damage investor confidence. It is also a threat to the going concern of the firm. 
4. Return on Assets (ROA)
Formula: (Net Income / Total Assets) × 100.
The Return on Assets (ROA) of GE for the past five years is, 
	Year
	ROA

	2020
	7.56%

	2021
	1.04%

	2022
	0.08%

	2023
	–27.60%

	2024
	–7.43%


ROA demonstrates the efficiency of GE in utilising its assets. Since 2023, the ratio has been witnessing an unpleasant negative trend. There is unhealthy usage of assets, as divulged by the fall of 7.56% to negative results. GE is unable to make returns out of its assets. The big impairment is associated with the fall of 2023. The use of the asset base is inefficient. The negative ROA implies that the assets are not producing value. The productivity of assets has been a failure.
5. Return on Equity (ROE)
Formula: (Net Income / Total Shareholders' Equity) × 100.
The Return on Equity (ROE) of GE for the past five years are, 
	Year
	ROE

	2020
	 12.31%

	2021
	 1.92%

	2022
	 0.15%

	2023
	 –54.91%

	2024
	 –15.69%


ROE is essential to shareholders. It demonstrates shareholder returns. It has colla£ed. Shareholders' value was destroyed by the losses. Revenue decline fueled this. ROE was strong in 2020 with 12.31%. It then fell off a cliff. The 2023 figure is catastrophic (-54.91%). Declining stock and excessive losses enhance risks in the long run.
[bookmark: _Toc217162963]Liquidity Ratios
These ratios are helpful in determining whether a business can pay off its long-term debt (Kumar, 2019). They also indicate cash and credit line dependability.
1. Current Ratio
Formula: Current Assets ÷ Current Liabilities.
The Current Ratio of GE for the past five years is,

This is an extremely downward trend that has been ongoing since 2020. In this fall, the capacity to finance the short-term debts is less. Even a ratio of above 1 will provide short-run cover. Current liabilities are marginally higher than the current assets. It is analysed that short-term credit lines are extensively utilised by GE. The shrinking participation indicates increased liquidity danger.



2. Quick Ratio
Formula: (Current Assets – Inventory) ÷ Current Liabilities
The Quick Ratio of GE for the past five years are,

The quick ratio fell below 1 in 2021 and 2022. GE is dependent on borrowing from outside. This is a critical weakness. This implied that the company was unable to make quick payments of debts without selling stock. It rose slightly in 2023 and 2024. It has been attained through a significant decrease in the number of inventories. The short-term cash risk is still high. 
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These ratios determine the efficiency of GE in the use of its assets. They include operational efficiency and cash cycle performance (Rashid, 2021).
1. Inventory Turnover
Formula: Cost of Sales ÷ Average Inventory
The Inventory Turnover of GE for the past five years is,

Turnover fell sharply in 2022. This occurred as the stock had increased to £140bn. It validates the existence of massive inventory accumulation. Goods were not selling. The ratio improved in 2023 and 2024. Nevertheless, it was a result of huge sales.
2. Receivables Turnover
Formula: (Net Sales ÷ Accounts Receivable)
The accounts Receivables Turnover  of GE for the past five years is,
	Year
	Receivables Turnover

	2020
	4.75

	2021
	4.66

	2022
	4.83

	2023
	3.73

	2024
	3.46


Early years were stable in terms of receivables. Turnover dropped sharply from 2022 to 2024. Receivables remained high amid a declining level of sales. This implies that the collection is getting slower. During the fall of GE, customers can make their payments late. Cash is held up in unpaid invoices.


3. Payables Turnover
Formula: Cost of Sales ÷ Accounts Payable
The Payables Turnover of GE for the past five years is,
	Year
	Payables Turnover

	2020
	5.27

	2021
	4.63

	2022
	5.47

	2023
	5.66

	2024
	3.90


The ratio decreased in 2024. GE paid faster in 2022 and 2023. Cash stress was elevated by fast payments. A high turnover means GE is paying suppliers quickly. This instability implies shifting payment patterns. The 2024 fall enhances the preservation of cash. This may be a strength tactic, but this may as well depict weak supplier relationship.
4. Total Asset Turnover
Formula: Net Sales ÷ Total Assets
The Total Asset Turnover of GE for the past five years is,
	Year
	Total Asset Turnover

	2020
	1.20

	2021
	1.18

	2022
	1.08

	2023
	1.18

	2024
	1.22


Total asset turnover remains stable at around 1.2. It has gotten better in 2023 and 2024 due to the decline in assets. This rise is not a strength. It increased due to the writing down of assets (impairment) exceeding the decrease within sales. This is improved by reducing the assets rather than increasing sales.
[bookmark: _Toc217162965]Gearing Ratios
Gearing ratios are used to measure financial structure and risk in the long run (Taebi, Zeinali & Beytollahi, 2022). They gauge the debt pressure, the safety of interest, and the solvency.
1. Debt-to-Equity Ratio
Formula: Total Liabilities ÷ Total Equity
The Debt-to-Equity Ratio of GE for the past five years is,
	Year
	Debt-to-Equity Ratio

	2020
	0.63

	2021
	0.85

	2022
	0.88

	2023
	0.99

	2024
	1.11


The ratio increased dramatically following 2022. Equity has declined to a lower position than debt. This increase is primarily attributed to a decline in equity, but not an increase in liabilities. It is one of the weaknesses, particularly when 51% of the equity was lost. GE has become more of a debt than an equity. It also lowers the confidence of investors.
2. Interest Coverage Ratio
Formula: Operating Income ÷ Interest Expense
	Year
	Interest Coverage Ratio

	2020
	26.21

	2021
	41.08

	2022
	6.61

	2023
	-19.69

	2024
	-4.55


The ratio became negative in 2023. Negative ratio portrays that GE is unable to meet interests. This is a major risk. It should employ cash funds or take a loan to make payments.
3. Long-Term Debt Ratio
Formula: Long-Term Liabilities ÷ Total Assets
	Year
	Long-Term leverage Ratio

	2020
	0.03

	2021
	0.03

	2022
	0.04

	2023
	0.04

	2024
	0.04



The gross debt ratio remained at 3-4%. In 2024, the ratio declined due to the decrease in assets and debts. GE uses the short-term debt (credit lines) as opposed to the long-term debt. It leads to over-dependence on short-term debt, which raises the risk of cash flow.
[bookmark: _Toc217162966]Investment Ratios
Such ratios are the measures of returns to equity investors or shareholders (Sardar & Singh, 2023). They influence the confidence in the market and capital cost.
1. Earnings Per Share (EPS)
GE shows the following past five (2020-2024) years E£, which are £2.78, £0.39, £0.03, -£7.64 and -£1.85. It made a transition from high profit to heavy loss. A demerit EPS will decrease investor confidence. It increases perceived risk. Negative or low EPS also increases the cost of equity of the firm.
[bookmark: _Toc217162967]Cash Flow-Based Assessment 
Cash flow is essential for the survival of the company. The cash flow analysis involves examining GE in generating and utilising cash. It also depicts the level of GE funding for its activities and investments. 


1. Operating Cash Flow Adequacy
Cash flow operating remained positive annually. This is vital towards survival. The operating Cash Flow or net cash used during the operating activities of GE in the last five (2020-2024) years stands respectively at £73,392m, £40,283m, £10,926m, £25,190m and £14,822m. Weaker business activity is indicated in this decline. OCF declined 80% from 2020. Not enough to grow and pay the debt. It also indicates that GE is no longer in a position to sustain its operations.
2. Capital Expenditure Trends
	Year
	Acquisition cost of property, plant and equipment

	2020
	£16,862m

	2021
	£12,586m

	2022
	£14,006m

	2023
	£8,116m

	2024
	£4,572m



Increase/Decrease in the capital expenditure of GE on a year-on-year basis dropped to £4.5bn as opposed to £16bn. CAPEX fell 64% over five years. It demonstrates that GE is reducing asset and expansion investment. GE is now playing the survival game, not the expansion game.
3. Free Cash Flow 
Formula: Operating Cash Flow – Capital Expenditure
	Year
	Free Cash Flow

	2020
	£56,530m

	2021
	£27,697m

	2022
	–£3,080m

	2023
	£17,074m

	2024
	£10,250m


FCF is cash which cannot be invested in essential investments. There are positive FCFs with cash remaining after investment. It became negative in 2022. GE was not able to finance its investments that year using cash. This hurts future growth.
[bookmark: _Toc217162968]Corporate Failure Analysis (Altman Z-Score)
Altman Z-Score is used to predict the risk of corporate bankruptcy. The model does show that a Z score of above 2.99 is a safe zone in the firms. It implies that it is not prone to bankruptcy. The Z score between 1.88 and 2.99 is the grey zone of companies. There is a need to take some steps which can mitigate bankruptcy risk. Lastly, there is the Z score less than 1.80, which is the distress zone, with the company experiencing high risk. 
The formula is:
Z = 1.2X₁ + 1.4X₂ + 3.3X₃ + 0.6X₄ + 1.0X₅.
Here, 
· X₁ = Working Capital / Total Assets, 
· X₂ = Retained Earnings / Total Assets
· X₃ = EBIT / Total Assets
· X₄ = Market Value of Equity / Total Liabilities
· X₅ = Sales / Total Assets 
The difference between current assets and current liabilities is known as working capital (Kiymaz, Haque & Choudhury, 2024). So, for GE, the working capital in 2024 is £84,203m. The total assets according to the financial statement are £323,354m. 
Here, the retained earnings of GE in 2024 are £208,431m, and the EBIT or Operating Income (loss) of GE in 2024 is £–15,297m. Market Value of Equity is referred to as the Book Value of Equity, which is £153,105m in 2024, and the total sales in 2024 were £394,879m. So,
· X₁ = 84,203/323,354= 0.260
· X₂ = 208,431 ÷ 323,354 = 0.644
· X₃ = –15,297 ÷ 323,354 = –0.047
· X₄ = 153,105 ÷ 170,249 = 0.899
· X₅ = 394,879 ÷ 323,354 = 1.221
Now, putting value to the formula, 
Z= 1.2(0.260)+1.4(0.644)+3.3(–0.047)+0.6(0.899)+1.0(1.221)
Z = 2.82. 
Using Excel, we can calculate the Z score for each year (see Appendix).
Hence, this analysis reveals that GE is in the grey zone. GE was within the safe zone between the years 2020 and 2022, but the 2023 and 2024 points indicate that this company is close to bankruptcy. It reduces the operating profit and equity, which undermines the 2023 and 2024 scores. A declining equity will make the firm appear more risky. The other factor that led to the low score is the Low current ratio. The working capital is good, but the amount of working capital surpassing the overall assets is insignificant. The GE, however, has a high level of sales volume which justifies the Z score. Nevertheless, the score upholds the idea of the urgent restructuring. At that moment, a risk of bankruptcy emerges. GE should take action in order to prevent this scenario.
Working Capital Management Analysis
[bookmark: _Toc217162969]Cash Operating Cycle
Cash Operating Cycle (COC) indicates the length of time that the cash is held up in the daily operations (Ahmad, Bashir & Waqas, 2022). All of the calculations are based on averages in 2023 and 2024. 
We know, 
Cash Operating Cycle (COC)=Days Inventory Held+Days Sales Outstanding-Days Payables Outstanding
Here, 
Days Inventory Held=(Average Inventory ÷ Cost of Sales) × 365
Average Inventory = (2023 Inventory + 2024 Inventory) ÷ 2
= (88,273 + 79,355) ÷ 2
= £83,814m
and Cost of Sales in 2024 = £280,885m. So, 
Days Inventory Held = (83,814 ÷ 280,885) × 365
= 108.85 days
GE has a holding period of approximately 109 days. This is excessive and damaging to the cash flow.
Similarly, 
Days Sales Outstanding = (Average Accounts Receivable ÷ Net Sales) × 365
Average Accounts Receivable
= (2023 Accounts Receivable + 2024 Accounts Receivable) ÷ 2
= (112,596 + 114,182) ÷ 2
= £113,389m
and Net Sales in 2024 is £394,879m. So, 
Days Sales Outstanding = (113,389 ÷ 394,879) × 365
= 104.80 days
GE gathers payment of customers within 105 days. This is very slow and harmful.
Similarly, 
Days Payables Outstanding = (Average Accounts Payable ÷ Cost of Sales) × 365
Average Accounts Payable
= (2023 Accounts Payable + 2024 Accounts Payable) ÷ 2
= (57,033 + 72,031) ÷ 2
=£64,532m
and Cost of Sales in 2024 = 280,885. So, 
Days Payables Outstanding = (64,532 ÷ 280,885) × 365
= 83.88 days
GE is paying suppliers a period of 84 days. This relieves part but could have an impact on trust.
Now, after putting value to the Cash Operating Cycle (COC) formula we find, 
Cash Operating Cycle (COC)= 108.85 + 104.80 – 83.88
= 129.77 days
Upon considering the cash operating cycle, we see that, Upto four months' cash is unavailable. GE holds stock for about 109 days. It is held in stock and in unpaid customer bills. A 130-day cycle is very inefficient. It demonstrates inefficiency in the working capital control. Companies that are well run schedule cycles of less than 60 days (Carmona et al., 2023). It is a long cycle that gives continuous cash strains. To plug this colossal cash shortfall, GE takes short-term loans.
[bookmark: _Toc217162970]Diagnosis of Working Capital Problems and Recommendations
The long cash cycle of GE is harmful to liquidity. The major problems are inventory and receivables. Ineffective management of working capital enhances credit reliance (Ahmad, Bashir & Waqas, 2022). Also, it compels GE to borrow more. The successful reforms will liberate cash, decrease interest payments and offer GE a base for the larger turnaround.
A. Inventory Management Problems and Recommendations
GE maintains a long duration of inventory. Inventory increased to £140million in 2022. Overstocking is indicated by slow turnover. Uncontrolled inventory levels will lower working capital and liquidity levels. The inventory holding period of 109 days is too high. 
GE ought to minimise stocks in order to enhance inventory performance. GE has to apply Just-in-Time (JIT). This will minimise large inventory levels. They need to apply data analytics to demand prediction.


B. Receivables Management Problems and Recommendations
Days Sales Outstanding is extremely high at 111 days. Waiting for customers is too long. It exposes itself to bad debt and suffocation of cash flow. At the low point of sales, receivables are still high. Weak enforcement increases the bad debt risk.
GE should enhance its credit policy in order to improve its receivables. They need to provide a little discount so that they can take early payments and do more follow-up of the outstanding payments. GE is also able to shorten credit periods gradually. These measures will enhance liquidity and fewer Days Sales Outstanding.
C. Payables Management Problems and Recommendations
The payment period of 84 days is quite minimal. This offers some support. In the previous years, however, GE usually paid suppliers too quickly. This augmented cash pressure when there was a loss in finances. It implies low bargaining power.
GE can also enhance the payables through the negotiation of extended payment terms. They are only able to participate in supplier financing schemes as well as dynamic discounting when money is good. The suppliers can be partnered with to offer more favourable terms. This will bring in a balance between cash economy and cash outlays.
D. Cash Management Problems and Recommendations
Cash dropped to £26 million compared to £57 million. GE relies on short-term credit extensions to a large extent. Cash flow operations have reduced drastically. This indicates poor cash planning, as well as a lack of a cash buffer.
GE would require cash flow forecasting on a weekly basis. Liquidity will be safeguarded by a minimum cash balance. It will require that they reduce unwarranted expenditure and eliminate stock buybacks. Increased stability will be supported by higher cash planning within the teams.
E. Working Capital Structure Problems and Recommendations
The fundamental issue is the 130-day cash cycle. This is very long and harmful. It compels it to rely on foreign loans. The company uses credit lines to make ends meet. Poor short-term safety has been indicated in terms of liquidity ratios. It should also ensure that working capital controls are enhanced.
COC must be reduced. They should establish a goal of lowering the cash cycle to 90 days. This is possible through lowering Days Inventory Held and Days Sales Outstanding. Credit provisions to customers and suppliers need to be checked.
[bookmark: _Toc217162971]Comparison of Short-Term and Long-Term Financing Options
GE needs to select sources of financing that facilitate liquidity and minimise risk. Short-term ones take care of short-term cash requirements. The overdrafts, trade credit, and short-term bank loans are also used in GE. Fast loans are offered through overdrafts. Quick capital comes in as short-term loans. They must be renewed often. This enhances refinancing risk. Nonetheless, the short-term debts expose them to the risk of refinancing in case they are not renewed by creditors. GE has to reissue these loans on an ongoing basis. One can withdraw overdrafts anytime. This creates liquidity risk. Long-term deals are more stable. It enhances liquidity ratios and lowers the refinancing risk. Such alternatives make the process of refinancing less intense due to the distribution of repayments. They are generally very expensive. It waters down the current stockholders. Since GE has a negative interest coverage and increasing leverage, solutions required in the long term are necessary.
The financial risk of GE is high based on weakened ratios. The recovery is the quick ratio. The ratios become worse in short-term borrowing. Use of short-term credit becomes heavy, making refinancing risky. GE must reduce this risk. GE must get structural liquidity solutions. Long-term funding should be the priority. Nevertheless, it would do nothing to correct the structural issues of GE. The dwindling profits and the long cash cycle are something that needs long-term and stable solutions. They should augment the long-term loans and bonds to enhance the reliability of cash flow. 
[bookmark: _Toc217162972]Strategic Financial Restructuring Plan
GE is under great financial pressure. The losses are still on the increase, liquidity is poor, and leverage is increasing. Its capital structure is excessive. The debt-to-equity ratio is 1.11. It will require a restructuring approach to the company so as to recover the stability and reestablish performance. There is an increasing risk in the solvency ratios. Cash flow is unstable. The cash cycle is long. The ratios of GE indicate evident financial deterioration. Its business is consistently non-profitable. Business ventures consume money and thereafter interest. The company is relying on short-term credit to conduct its operations. Equity has fallen. Such circumstances require a powerful operational strategy. GE can continue to incur more losses or even collapse without significant transformation. GE needs a combined strategy. They have to sell off non-core assets and raise cash. Reorganise debt in order to minimise risks and increase equity in order to recover solvency. 
[bookmark: _Toc217162973]Restructuring Options 
[bookmark: _Toc217162974]Divestiture of Non-Core Assets
Divestiture refers to the process of disposing non non-core business units or assets. GE needs to dispose of non-core business departments. This can generate quick cash. GE ought to pursue the people who have low turnover of assets. This may entail legacy hardware departments. There are product lines that provide low margins at GE. It should concentrate only on divisions that are profitable. There are also markets where GE is experiencing poor demand. Elimination of weak units enhances the focus of operations. Return on assets can also be enhanced by means of the sale of assets. This cash can settle up costly short-term debt. It minimises complexity to a great extent. GE has the capacity to concentrate its management. 
Divestiture could result in an increase in shareholder value. It eliminates a burden on the total company value. Another implication of divestiture is on the debt structure. This reduces the gearing ratio considerably. The interest coverage ratio will be enhanced. This decreases refinancing risk. It minimises interest payments as well. Selling lucrative units can however lower the future income. 
[bookmark: _Toc217162975]Debt Restructuring & Equity Injection
Debt restructuring denotes transformation of loan conditions. Equity injection indicates to the raising of new capital by the shareholders or the investors (Li et al., 2023). Debt restructuring may be done either with longer maturities, or with lower rates, or with refinancing. First, GE will be advised to refinance the short-term credit lines on a long-term loan. Short-term borrowing that is refinanced to long-term will lower the risk. GE has now significantly declined in equity. There is a need to have a stronger equity base. Secondly, they should issue rights to current shareholders. Reduced interest facilitates the flow of cash. This strikes the capital structure issue to the core. It enhances economic prosperity. Investment can also be supported with the help of equity, devoid of debt. Debt restructuring can also lead to credit ratings in the long run. It lowers short-term repayment stress significantly.
Reduced cost of interest augments future profit. This aids in the recovery of the share price. The immediate dilution among the shareholders at GE is a result of new shares. The profits per share will reduce over the short run.On the other hand, saving the company establishes a over the long run value. Greater equity provides GE with the capacity to invest. Long-term planning is facilitated by stable funding. The management will be able to concentrate on turnaround and not on monthly refinancing. Nonetheless, certain restructuring might raise long-term expenditure. Boosting equity in bankruptcy will reduce share value.
[bookmark: _Toc217162976]Operational Restructuring
Restructuring is about operations restructuring to enhance cost and efficiency. GE must adopt an arduous cost-cutting agenda. GE's operating costs are high. There is instability in stock levels. They should think about supply chain renegotiation, workforce streamlining, and the reduction of overheads. They should trim down the lines of products. These will address the underlying issue in terms of profitability. It renders the current business model sustainable. Liquidity is supported by better operations. Well-built supply chains minimise delays. The speedy operations enable GE to compete in the world.
Profit is augmented by cost savings. This encourages the growth of the value of shareholders in the long run. The value is on sustainable profits. Gettier have lower profit, which can decrease borrowing. Better operations minimise the cash pressure. Nevertheless, layoffs can be required. This raises ethical issues. Ambitious cuts may damage morale and innovation. It needs to be not blanket but strategic.
[bookmark: _Toc217162977]International and Ethical Considerations
GE operates globally. Restructuring the finances should take into account the overseas risks. Capital gains taxes are imposed locally in reaction to divestiture (Akgün & Karataş, 2023). GE will have to make sure it complies with taxes. Rules in the sphere of transfer prices should be adhered to. Currency exposure should be taken into consideration during debt refinancing. The fluctuations in the exchange rates will have an impact on sales as well as costs. GE has to look at the restructuring option that takes into consideration hedging strategies. The world is facing high inflation that raises expenses at an accelerated rate (Akgün & Karataş, 2023). GE must update prices. Inflation clauses are to be provided in long-term contracts. Working capital is pressured by inflation pressures. The restructuring should safeguard the international market share. GE has to concentrate on good markets. 
Restructuring has an impact on human beings and on society. GE must act responsibly. These layoffs and reductions of expenses should also be done in a proper way. The shutting down of plants or even product lines can be devastating to the local economies. GE needs to handle this influence in a responsible manner. Ethical handling of the supplier payments should be ensured so as not to degrade the small businesses. 
GE has a pressing need to restructure. General Electronics can only be rescued by the daring, multi-faceted restructuring. Divestiture brings cash. Restructuring eases pressure on the debt. Equity enhances solvency. It will refocus the capital structure, reinstate the liquidity and establish a way back to profitability. This all-inclusive strategy is the key to life.
Investment Appraisal & Capital Budgeting
Summary of Project Data
	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


All project is straight-line to zero with respect to depreciation. The discount rate is 10%.
Payback Period (PBP)	
Project A
Initial investment: £40m
Cash inflows: £10m, £12m, £14m, £10m, £8m
Investment recovers in the 4th year. So,
Payback Period (PBP)= Years before full recovery + (Unrecovered cost at the start of the year / Cash flow during the year)
PBP = 3 + (4/10) = 3.4 years.
Project B
Initial investment: £30m
Cash inflows: £6m, £6m, £6m, £6m, £6m
Investment recovers in the 5th year. So,
Payback Period (PBP) is 5 years
Project C 
Initial investment: £50m
Cash inflows: £5m, £10m, £20m, £25m, £15m
Investment recovers in the 4th year. So,
Payback Period (PBP)= Years before full recovery + (Unrecovered cost at the start of the year / Cash flow during the year)
PBP = 3 + (15/25) = 3.6 years.
Fast payback is important to GE which has liquidity problems. Project A has the most feasible liquidity.

[bookmark: _Toc217162978]Accounting Rate of Return (ARR)
We know, 
ARR = (Average annual accounting profit / Initial investment) × 100
Total Accounting Profit=(Total Cash Inflow - Total Depreciation) 
Average Annual Accounting Profit = (Total Cash Inflow - Initial Investment) / 5.
Project A
Depreciation: £40m ÷ 5 = £8m
Total Accounting Profit = £54m - £40m = £14m. 
Avg. Annual Profit = £14m / 5 = £2.8m. 
ARR = (£2.8m / £40m) x 100% = 7.0%.
Project B
Depreciation: £30m ÷ 5 = £6m
Total Accounting Profit = £30m - £30m = £0 
ARR = 0%.
Project C
Depreciation: £50m ÷ 5 = £10m
Total Accounting Profit = £75m - £50m = £25m. 
Avg. Annual Profit = £25m / 5 = £5m. 
ARR = (£5m / £50m) x 100% = 10%.
ARR presents the percentage of investment in terms of accounting profit. Project C is the most favorable profit alternative. 


[bookmark: _Toc217162979]Net Present Value (NPV)
NPV = Σ (Cash inflow ÷ (1+ Discount rate)^t) − Initial cost
Discount Factors (10%) = Y1: 0.9091, Y2: 0.8264, Y3: 0.7513, Y4: 0.6830, Y5: 0.6209.
Project A
Total PV of Inflows = £9.091 + £9.917 + £10.518 + £6.830 + £4.967 = £41.323m 
NPV = £41.323m - £40.000m = +£1.323m.
Project B
Total PV of Inflows = £5.45m+£4.96m+£4.51m+£4.10m+£3.73m = £22.75m
NPV = £22.745m - £30.000m = -£7.255m.
Project C
Total PV of Inflows = £4.546 + £8.264 + £15.026 + £17.075 + £9.314 = £54.225m 
NPV = £54.225m - £50.000m = +£4.225m.
Value created by NPV is worth that has been discounted. Value creation is required of GE, because of low profit. Project C presents the optimal cash flow.
[bookmark: _Toc217162980]Profitability Index (PI)
Profitability Index = Present Value of Inflows / Initial Investment.
Project A
Present Value of Inflows = £41.323m
Initial Investment = £40m
PI = £41.323m / £40m = 1.033.



Project B
Present Value of Inflows = £22.745m 
Initial Investment = £30m
PI = £22.745m / £30m = 0.758
Project C
Present Value of Inflows = £54.225m 
Initial Investment = £50m
PI = £54.225m / £50m = 1.085
PI demonstrates the per plauris par share. PI has a great preference to Project C particularly with limited capital.
[bookmark: _Toc217162981]Internal Rate of Return (IRR)

	Cash Flow Year
	Project A
	Project B
	Project C

	0
	-40
	-30
	-50

	1
	10
	6
	5

	2
	12
	6
	15

	3
	14
	6
	20

	4
	10
	6
	25

	5
	8
	6
	15

	IRR
	11.33%
	0%
	15.43%



The maximum amount of discount that is accepted in the computation of IRR. The highest return buffer is across project C.


[bookmark: _Toc217162982]Results Summary & Final Investment Recommendation:
	Metric
	Project A
	Project B
	Project C

	Payback Period (Years)
	3.4
	5.0
	3.6

	ARR (%)
	7.0
	0.0
	10.0

	NPV  10% (£m)
	+1.323
	-7.255
	+4.225

	Profitability Index (PI)
	1.033
	0.758
	1.085

	IRR (%)
	11.33%
	0.0%
	15.43%



GE is under severe financial pressure. Liquidity is weak. Cash fell from £57bn to £26bn. Operating cash is declining. Debt pressure is rising. Profit margins are negative. The company requires a project which enhances long term strength and not short term cash. The last consultation is that GE needs to invest £50m in Project C. When the amount of capital limiting its selection is less than £60m, the single best project is selected as a matter of necessity. Project C fairs off well in all significant value-based approaches (NPV, PI, IRR). It is able to maximize shareholder value. It is in tandem with the financial performance of GE. It introduces huge monetary inflows during the later years contributing to the future stability. Project A is acceptable with a better NPV and PI making Project C the best project to be used under limited capital. The cash flows of project C are lumpy. Nevertheless, the crisis of GE is not short-term, it is a long-term crisis. High subsequent flows aid in reducing future liquidity and reducing debts. 


[bookmark: _Toc217162983]Conclusion
GE is operating in dire financial health, which is evidenced by poor solvency as well as a negative Altman Z-Score. Working capital problems were also evaluated in the report. There was a weakness of inventory, receivables, and payables. An immediate turnaround strategy should be based on the structural financial reforms. The strategy involved selling assets, debt reorganisation, equity income, and operations. It will normalise the balance sheet. This should be done in an ethical and global understanding. The three projects were compared through PBP, ARR, NPV, PI and IRR. The obvious selection in rationing is Project C. GE is now required to exercise good financial management and tactical leadership.
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[bookmark: _Toc217162986]Ratio Analysis of GE
Gross Profit Margin
	
	2024
	2023
	2022
	2021
	2020

	Net sales
	394,879
	420,457
	542,751
	601,602
	614,680

	Gross profit
	113,994
	97,560
	152,292
	173,016
	176,256

	Gross Profit Margin = (Gross Profit / Net Sales) × 100.
	28.87%
	23.20%
	28.06%
	28.76%
	28.67%



Operating Profit Margin (OPM)
	
	2024
	2023
	2022
	2021
	2020

	Net sales
	394,879
	420,457
	542,751
	601,602
	614,680

	Operating income (loss)
	(15,297)
	(85,301)
	14,548
	23,253
	37,267

	Operating Profit Margin = (Operating Income / Net Sales) × 100.
	-3.87%
	-20.29%
	2.68%
	3.87%
	6.06%



Net Profit Margin
	
	2024
	2023
	2022
	2021
	2020

	Net sales
	394,879
	420,457
	542,751
	601,602
	614,680

	Net income (loss)
	(24,029)
	(98,238)
	407
	5,301
	38,572

	Net Profit Margin = (Net Income / Net Sales) × 100.
	-6.09%
	-23.36%
	0.07%
	0.88%
	6.28%



Return on Assets
	
	2024
	2023
	2022
	2021
	2020

	Net income (loss)
	(24,029)
	(98,238)
	407
	5,301
	38,572

	Total assets
	323,354
	355,872
	504,163
	510,348
	510,290

	Return on Assets = (Net Income /Total Assets) × 100.
	-7.43%
	-27.60%
	0.08%
	1.04%
	7.56%



Return on Equity
	
	2024
	2023
	2022
	2021
	2020

	Net income (loss)
	(24,029)
	(98,238)
	407
	5,301
	38,572

	Total shareholders' equity
	153,105
	178,920
	268,406
	275,949
	313,301

	Return on Equity = (Net Income /Total Shareholders' Equity) × 100.
	-15.69%
	-54.91%
	0.15%
	1.92%
	12.31%



Current Ratio
	
	2024
	2023
	2022
	2021
	2020

	Total current assets
	242,494
	258,851
	338,040
	337,146
	326,843

	Total current liabilities
	158,291
	161,148
	216,473
	216,787
	179,510

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



Quick Ratio
	
	2024
	2023
	2022
	2021
	2020

	Total current assets
	242,494
	258,851
	338,040
	337,146
	326,843

	Inventories
	79,355
	88,273
	140,181
	134,469
	120,430

	Total current liabilities
	158,291
	161,148
	216,473
	216,787
	179,510

	Quick Ratio = (Current Assets – Inventory) ÷ Current Liabilities
	1.03
	1.06
	0.91
	0.93
	1.15



Inventory Turnover
	
	2024
	2023
	2022
	2021
	2020

	Cost of sales
	280,885
	322,897
	390,459
	428,586
	438,424

	Inventories
	79,355
	88,273
	140,181
	134,469
	120,430

	Inventory Turnover = Cost of Sales ÷ Average Inventory
	3.54
	3.66
	2.79
	3.19
	3.64



Receivables Turnover
	
	2024
	2023
	2022
	2021
	2020

	Net sales
	394,879
	420,457
	542,751
	601,602
	614,680

	Accounts receivable
	114,182
	112,596
	112,346
	129,215
	129,433

	Receivables Turnover = Net Sales ÷ Accounts Receivable
	3.46
	3.73
	4.83
	4.66
	4.75





Payables Turnover
	
	2024
	2023
	2022
	2021
	2020

	Cost of sales
	280,885
	322,897
	390,459
	428,586
	438,424

	Accounts payable
	72,031
	57,033
	71,373
	92,707
	83,229

	Payables Turnover = Cost of Sales ÷ Accounts Payable
	3.90
	5.66
	5.47
	4.62
	5.27



Total Asset Turnover
	
	2024
	2023
	2022
	2021
	2020

	Net sales
	394,879
	420,457
	542,751
	601,602
	614,680

	Total assets
	323,354
	355,872
	504,163
	510,348
	510,290

	Total Asset Turnover = Net Sales ÷ Total Assets
	1.22
	1.18
	1.08
	1.18
	1.20



Debt-to-Equity Ratio
	
	2024
	2023
	2022
	2021
	2020

	Total liabilities
	170,249
	176,952
	235,757
	234,399
	196,989

	Total shareholders' equity
	153,105
	178,920
	268,406
	275,949
	313,301

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






Interest Coverage Ratio
	
	2024
	2023
	2022
	2021
	2020

	Operating income (loss)
	(15,297)
	(85,301)
	14,548
	23,253
	37,267

	Interest income (expenses)
	3,361
	4,332
	2,200
	566
	1,422

	Interest Coverage Ratio = Operating Income ÷ Interest Expense
	-4.55
	-19.69
	6.61
	41.08
	26.21




Long-Term Debt Ratio
	
	2024
	2023
	2022
	2021
	2020

	Total Long-term liabilities
	11,958
	15,804
	19,284
	17,612
	17,187

	Total assets
	323,354
	355,872
	504,163
	510,348
	510,290

	Long-Term Debt Ratio = Long-Term Liabilities ÷ Total Assets
	0.04
	0.04
	0.04
	0.03
	0.03



	Long-term liabilities
	2024
	2023
	2022
	2021
	2020

	Operating lease obligations
	9,232
	12,560
	15,027
	14,266
	13,681

	Deferred income taxes
	1,931
	1,992
	2,724
	2,394
	1,913

	Income tax payable
	72
	435
	723
	939
	1,054

	Other long-term liabilities
	723
	817
	810
	13
	539

	Total
	11,958
	15,804
	19,284
	17,612
	17,187




Free Cash Flow
	
	2024
	2023
	2022
	2021
	2020

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

	Capital Expenditure
	(4,572)
	(8,116)
	(14,006)
	(12,586)
	(16,862)

	Free Cash Flow = Capital Expenditure - Operating Cash Flow £/m
	10,250
	17,074
	-3,080
	27,697
	56,530



[bookmark: _Toc217162987]Altman Z-Score
	
	2024
	2023
	2022
	2021
	2020

	Total current assets
	242,494
	258,851
	338,040
	337,146
	326,843

	Total current liabilities
	158,291
	161,148
	216,473
	216,787
	179,510

	Working Capital
	84,203
	97,703
	121,567
	120,359
	147,333

	Total assets
	323,354
	355,872
	504,163
	510,348
	510,290

	Retained earnings
	208,431
	232,460
	330,698
	330,291
	324,990

	Operating income (loss)
	(15,297)
	(85,301)
	14,548
	23,253
	37,267

	Total liabilities
	170,249
	176,952
	235,757
	234,399
	196,989

	Total shareholders' equity
	153,105
	178,920
	268,406
	275,949
	313,301

	Net sales
	394,879
	420,457
	542,751
	601,602
	614,680

	
	
	
	
	
	

	X₁
	0.26
	0.27
	0.24
	0.24
	0.29

	X₂
	0.64
	0.65
	0.66
	0.65
	0.64

	X₃
	-0.05
	-0.24
	0.03
	0.05
	0.07

	X₄
	0.90
	1.01
	1.14
	1.18
	1.59

	X₅
	1.22
	1.18
	1.08
	1.18
	1.20

	
	
	
	
	
	

	Z Score
	2.82
	2.24
	3.06
	3.22
	3.64




[bookmark: _Toc217162988]Investment Appraisal
1. Payback Period (PBP)
Project A – Payback Table
	Year
	Cash Inflow
	Cumulative Cash Flow

	0
	–40
	–40

	1
	10
	–30

	2
	12
	–18

	3
	14
	–4

	4
	10
	6

	5
	8
	14



Project B – Payback Table
	Year
	Cash Inflow
	Cumulative Cash Flow

	0
	–30
	–30

	1
	6
	–24

	2
	6
	–18

	3
	6
	–12

	4
	6
	–6

	5
	6
	0


Project C – Payback Table
	Year
	Cash Inflow
	Cumulative Cash Flow

	0
	–50
	–50

	1
	5
	–45

	2
	10
	–35

	3
	20
	–15

	4
	25
	10

	5
	15
	25



2. Accounting Rate of Return (ARR)
Project A – 
	Year
	Cash Inflow
	Depreciation
	Accounting Profit

	1
	10
	8
	2

	2
	12
	8
	4

	3
	14
	8
	6

	4
	10
	8
	2

	5
	8
	8
	0

	
	
	Total
	14



Project B – 
	Year
	Cash Inflow
	Depreciation
	Accounting Profit

	1
	6
	6
	0

	2
	6
	6
	0

	3
	6
	6
	0

	4
	6
	6
	0

	5
	6
	6
	0

	
	
	Total
	0



Project C –
	Year
	Cash Inflow
	Depreciation
	Accounting Profit

	1
	5
	10
	–5

	2
	10
	10
	0

	3
	20
	10
	10

	4
	25
	10
	15

	5
	15
	10
	5

	
	
	Total
	25



3. NPV Calculations
Project A –
	Year
	Cash Inflow
	Discount Factor
	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
	41.31


Project B –
	Year
	Cash Inflow
	Discount Factor
	Present Value

	1
	6
	0.909
	5.45

	2
	6
	0.826
	4.96

	3
	6
	0.751
	4.51

	4
	6
	0.683
	4.10

	5
	6
	0.621
	3.73

	
	
	Total
	22.75



Project C –
	Year
	Cash Inflow
	Discount Factor
	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
	54.23





Quick Ratio	
2020	2021	2022	2023	2024	1.1499999999999999	0.93	0.91	1.06	1.03	




 Inventory Turnover	
2020	2021	2022	2023	2024	3.64	3.19	2.79	3.66	3.54	




Current Ratio	
2020	2021	2022	2023	2024	1.82	1.56	1.56	1.61	1.53	



3

image1.png
Prifysgol Cymru

Y Drindod Dewi Sant
University of Wales
Trinity Saint David





