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[bookmark: _Toc217260289]Introduction 
This report evaluates the financial condition and strategic recovery prospects of General Electronics over the period 2020–2024 using established financial management frameworks. The primary focus is to assess the firm’s financial health through ratio analysis, cash flow evaluation, working capital management, and corporate failure prediction, before developing informed strategic and investment recommendations. Financial statement analysis remains a cornerstone of corporate decision-making, as it enables stakeholders to diagnose profitability, liquidity, efficiency, and solvency risks using systematic and comparable measures (Atrill & McLaney, 2017; Berk & DeMarzo, 2020). 



[bookmark: _Toc217260290]1.0 Financial Health Check of General Electronics (2020–2024)
[bookmark: _Toc217260291]1.1 Financial performance trends in totality
General Electronics has seen a prolonged shortage in turnover in 202024, where net sales have decreased by £614,680 million to £394,879 million. This was a period of decline following a larger post-pandemic slowdown in the consumer electronics sector around the world. Although the period between 2020-2021 had been favorable as a result of demand during the pandemic due to home electronics, the demand then dwindled sharply over the following years due to inflationary pressures, increased interest rates, and declining discretionary consumer spending across the world. 
As it is depicted in Appendix A and Table A1, the gross profit margins were rather stable, and they ranged between 23.2 percent and 28.9 percent. This trend aligns with the industry leaders like Apple and Samsung that preserved stable gross margins by charging high prices, having a strong brand identity, and vertical integration (Apple Inc., 2024; Samsung Electronics, 2024). Nevertheless, comparatively relative gross margin resilience, the operating and net profitability became particularly poor since 2021 in General Electronics. The operating income became negative in 2023 and negative in 2024, which pointed to the lack of flexibility in internal cost structures to absorb decreasing revenues.
The difference in the stable gross margins and the crashing operating margins raises a serious weakness within its internal framework. Competitors like Apple could manage their costs to ensure that their operating margins remained high despite the external demand conditions because of the scale, service revenue and cost discipline (Apple Inc, 2024). On the contrary, the effects of external shocks were enhanced by the cost of overheads and restructuring expenses incurred by General Electronics, which proves that its financial health was quite interdependent with the external environment.


[bookmark: _Toc217260292]1.2 Profitability analysis and inter-ratio relationships
The profitability ratios indicate the relationship between the cost structures, asset utilisation and capital structure and their interaction during the period. As in Appendix A, Table A1, gross profit margin was strong throughout which indicates effective prices and direct costs management. Nonetheless, operating profit margin dropped significantly to negative 20.29 percent in 2023 compared to 6.06 percent during the year 2020. Such a decrease is associated with increasing operating costs in comparison to the revenue, as well as labour costs, logistics inflation, and restructuring expenses, which accelerated in the post-pandemic inflationary time (Berk and DeMarzo, 2020).
It impacted negatively the operating margin, and that is why net profit margin dropped to negative 6.09 percent in 2024, as compared to 6.28 percent in 2020. The connection between these ratios shows how bottom-line losses were a result of operating inefficiencies. The value of the Return on assets worsened to negative values with the closing of the year 2009 at 7.56 percent showing a decreasing profitability as it lowered the productivity of assets. The return on equity has declined at a more significant rate and is negative at 15.69 percent in 2024, due to the loss and increasing leverage. This relationship proves that the deteriorating operating profitability undermined asset efficiency as well as shareholder returns (Keown et al., 2024).
[bookmark: _Toc217260293]1.3 Liquidity ratio analysis and interrelationship with profitability
The liquidity ratios also explain how the decrease in profitability was converted into temporary financial stress. The current ratio went down steadily as in the case of 1.82 to 1.53 as shown in Appendix A, Table A2. This negative movement is still above the line of minimum but it shows that the flexibility of the working capital went down since the losses continued to occur.
The quick ratio dropped to 1.15 and slightly above 1.0, which implies that more and more use will be made of inventory to satisfy short-term requirements. This is especially dangerous in the consumer electronics industry, where technology is evolving fast, and high possibilities of inventory obsolescence could occur. The companies like Xiaomi and Samsung addressed this threat with the quicker turnover of inventory and aggressive pricing approaches when the demand declined (Samsung Electronics, 2024). The cash ratio decreased to 0.17, which indicates that the deteriorating profitability limited cash flow, thus undermining short-term liquidity reserves (Atrill & McLaney, 2017).
[bookmark: _Toc217260294]1.4 Efficiency and working capital analysis 
Efficiency ratios reflect the impact of the poor demand and profitability on operations. Appendix A, Table A3 indicates that asset turnover decreased in the beginning but it recovered in the year 2024. Nonetheless, this recovery was also propelled by selling off of its assets as opposed to better sales performance, which points to a defensive reaction to the dropping revenues.
Turnover of receivable was growing by changing 76.86 days to more than 105 days showing that they have less control over their credit and less bargaining power with their customers. This is contrary to Apple that remained with lower receivable periods owing to high channel control and a demand that was not volatile (Apple Inc., 2024). The number of inventory days reached the highest in 2022, indicating supply-chain disruptions caused by semiconductor shortage and geopolitical tensions, such as the conflict in Russia and Ukraine. This was despite the reduction in inventory days thereafter, which was accompanied by a decline in sales volumes, implying demand-based and not efficiency-based improvement (Keown et al., 2024). These trends explain the close correlation between efficiency, liquidity and profitability ratios.
[bookmark: _Toc217260295]1.5 Gearing and leverage analysis
Leverage ratios show that the continued operating losses enhanced financial risks. In Table A4 in appendix A, the interest coverage failed miserably in 2023 and 2024 as EBIT became negative. This has a direct connection between the decline in profitability and the increasing solvency risk, especially in the backdrop of increased global interest rates in the aftermath of monetary tightening by central banks (Berk and DeMarzo, 2020).
The debt-to-equity ratio rose to 1.11 as compared to 0.63 with the main culprit being equity erosion, and not over borrowing. This is unlike Apple which applied the leverage using strong cash flows. Rising equity multiplier affirms financial leverage augmentation and indicates that deteriorating profitability and diminished equity escalated shareholder risk (Apple Inc, 2024).
[bookmark: _Toc217260296]1.6 Investment and market ratio analysis
The investment ratios indicate depreciating investor confidence and value creation. Table A5 in Appendix A indicates that the earnings per share became negative in the years 2023 and 2024 and therefore the price-earnings ratio is not meaningful. Conversely, the companies like Apple and Nvidia continued to record positive growth rates in earnings over the same period, due to robust services revenue and AI-related semiconductor demand (Nvidia Corporation, 2024).
The ROE calculated using operating income decreased, which further supports the correlation between operating losses and the decreasing value of shareholders. This drift implies that General Electronics had less access to the favourable parts of the larger technology and semiconductor ecosystem where companies like AMD and Qualcomm had seen their revenue increase because of data-centric and AI-related applications (AMD, 2024; Qualcomm, 2024).
[bookmark: _Toc217260297]1.7 Cash flow analysis
The cumulative impact of the decreasing profitability, efficiency and leverage is proved by cash flow ratios. Table A6 of Appendix A indicates that the operating cash flow ratio decreased since it was 0.41 and is now at 0.09, which means that there was less ability to cover short term liabilities in-house. Despite positive operating cash flows, the cash flow to debt ratio declined significantly, which augmented the long-term solvency risk.
The cash generation in General Electronics was limited by cyclical consumer electronics demand compared to semiconductor companies like Nvidia, whose cash flows had soared because of AI-related demand. This supports the conclusion that its financial health was closely interlinked with external industry and macroeconomic factors and not independent pathway based on inner ones.
[bookmark: _Toc217260298]1.8 Altman Z-Score based corporate failure prediction
Although there has been a decline in profitability and liquidity, Appendix A, Table A7 demonstrates that the Altman Z-Scores have been consistently above the distress level during the period. This means that there is a low short-term risk of bankruptcy as stated by Altman (1968). The retained earnings and equity values of the past are, however, sources of part of the strength of the model. When operating losses continue, they can start to subtract and undermine future Z-Scores, which raise the risks of failure in the long run.
[bookmark: _Toc217260299]1.9 Strengths, weaknesses and risk outlook
The analysis shows that it has major strengths such as robust gross margins, positive operating cash flows and high Altman Z-Scores. Nonetheless, they are offset by continued operating losses, decreasing efficiency, decreasing liquidity, worsening interest coverage and increasing leverage. The most important thing is that the interplay of ratios shows that declines in profitability served as the major catalyst, which spread to liquidity pressure, efficiency worsening, and increased financial risk. Peer-based comparisons verify that the external shocks were felt by the whole industry but General Electronics was not as adaptive as other market leaders in the changes in their cost structure and their capital efficiency.
[bookmark: _Toc217260300]2.0 Working Capital Management Analysis
[bookmark: _Toc217260301]2.1 Evaluation of cash operating cycle
Cash operating cycle is a measurement of time required to turn around cash invested in operations to cash inflows and it is a major measurement of liquidity efficiency in the short-term. It is calculated as the receivables days combined with inventory days and subtracted by the payables days (Atrill & McLaney, 2017).
Table B1 (Appendix B) shows that the receivables days have risen significantly by 76.86 days in 2020 to 105.54 days in 2024 which reflects progressively a weaker control of credit and slow collections of the customer. This tendency relates directly to the decline in the liquidity ratios that were seen in the Appendix A, Table A2, specifically, the loss of the cash ratio (0.32 to 0.17). The inventory days were fluctuating with the highest level read 131.04 in 2022 then dropping to an estimated 103 days in 2024. Although this reduction was an indicator that there was some improvement in the inventory management, it was accompanied with a decrease in the sales volumes meaning that this reduction was partly influenced by demand and not efficiency.
The trade payables days are to be calculated from trade payables disclosed in the dataset and cost of sales and were relatively constant at approximately 65 to 70 days during the period as presented in Appendix B, Table B1. This stability shows that the suppliers have not been overextended as a source of short-term financing. The mixture of these elements extended the cash operating cycle by a few days in the past because it was about 112 days in 2020 and now the company had 138 days. An extended cycle would mean that more cash was held longer in the working capital, which exerts a further strain on liquidity.
[bookmark: _Toc217260302]2.2 Liquidity implications and operational risk implications.
The long cash operating cycle has a number of negative connotations. First, the slow collection of receivables makes the company more sensitive to bad debts and it also increases financing requirements in times of declining revenues. Second, long inventory holding times add to the costs of storage and the risk of obsolescence, especially in the electronics industry, which has a short product life cycle (Berk & DeMarzo, 2020). Third, this lack of long-term payables financing does not allow the company to cover the shortcomings in other parts of the cycle. Combined, these elements contribute to the reduction in operating cash flow ratios in Appendix A, Table A6.
[bookmark: _Toc217260303]2.3 Recommended reform strategies of working capital.
As a measure of enhancing liquidity, General Electronics ought to focus on reforms in its management of receivables. This involves stricter credit checking procedures, segregating customers in terms of risk and providing early payment discounts to speed up cash flows. Evidence-based research indicates that a better governance of receivables has the potential to reduce the cash conversion cycle, in a material way, without adversely affecting sales (Deloof, 2003).
There should also be improved inventory management by using demand forecasting, just in time replenishment, and more data analytics to ensure that the stock level is in line with the actual sales patterns. According to studies conducted in the industry, inventory optimisation technology has the potential to save manufacturing companies 15 to 25 percent in inventory days (McKinsey & Company, 2023). General Electronics should also renegotiate the terms with suppliers on the payables side where there is an opportunity to do so, especially with large suppliers who are financially stable. 
[bookmark: _Toc217260304]2.4 Comparison of Short term and long-term financing options
One can fund working capital deficits through short term or long-term funding sources. Bank overdraft, revolving credit facilities, and commercial paper are some of the short-term financing options. These tools are also versatile and tend to have lower nominal costs, yet they subject the company to the refinancing risk, especially in case of weak profitability (Keown et al., 2024).
There are term loans and issuing bonds which are long term financing options. These instruments are more expensive in terms of interest but they offer stability in funding and also lower rollover risk. Since the interest cover of General Electronics is declining in 2023 and 2024, overdependence on short term debt would increase liquidity risk. There should however be a middle ground of core working capital needs being met by long-term funds whereas seasonal variations are offset by short-term facilities.
[bookmark: _Toc217260305]3.0 Strategic Financial Restructuring Plan
This section suggests a strategic financial restructuring strategy to General Electronics, in regard to the declining operating performance, poor liquidity status, and to increased financial risk. The recommendations have been provided to stabilise the firm within the short term and re-establish financial sustainability and strategic flexibility within the medium term.
[bookmark: _Toc217260306]3.1 Objectives and constraints
The overall aim of the strategic financial restructuring plan is to take General Electronics back to the sustainable profitable position and stabilize liquidity and minimise the short-term refinance and rollover risk. Higgins (2012) recommends that companies with long terms operating losses should focus on stabilisation of cash flows and repairing their balance sheet before they venture into expansion. In this regard, the restructuring plan is also expected to rebalance the firm’s capital structure to tolerable levels of leverage and maintain adequate operational flexibility to help the recovery in a very competitive consumer electronics market.
Simultaneously, legal, ethical and practical factors limit the restructuring options. According to Sudarsanam (2003), the restructuring decisions should consider the obligations to creditors, employees, and suppliers in a contract and reputational and regulatory risks. Since the operating performance of the firm is weak and its revenues have been on the decline.
[bookmark: _Toc217260307]3.2 Recommended restructuring options (prioritised) 
According to the financial profile of the firm, which is reflected by the decrease in sales, the negative operating income in 2023-2024, and long working capital, the complex restructuring strategy is needed instead of relying on a single intervention. As stressed by Berk and DeMarzo (2020), multi-dimensional financial distress usually requires mutually operating, financially and strategically responding. Against this, it can be suggested that three complementary restructuring initiatives should be prioritised selective divestiture, equity injection coupled with debt re-profiling and a focused strategic alliance or merger at the business-unit level.
Option A: Selective divestiture of non-core assets and underperforming units 
Selective divestiture is a short-term and internally created liquidity. Sudarsanam (2003) argues that divestitures help financially strained companies to revert to concentrating on the core business operations and minimize cash sinks on non-performing lines of business. Since there are downward trends on property, plant, equipment and intangible assets, management would want to dispose non-core product lines, non-profitable geographical regions or excess real estate properties.
This should be done by a special divestiture taskforce that would value, prepare sale documents and run a fast but competitive sale. Gaughan (2017) asserts that competitive auction procedures tend to maximise the proceeds and mitigate the execution risk. Emphasis in transactions should be put on those which yield quick cash flows, do away with operating losses, and are of limited strategic use in long-range positioning.
The anticipated effect of divestiture is the direct increase in liquidity and leverage ratios since the proceeds can be utilized to decrease net debt and increase the cash flow coverage. Servaes (1991) indicates that even when the earnings fall when the unit is divested, this divestiture can be earnings-accretive since the negative margins are eliminated to make the consolidated performance better. Divestiture will decrease the extent of scale and the potential of future revenues but this is likely to be a trade-off when we have the risk of core profitability and solvency.
Option B: Equity injection combined with debt re-profiling  
Poor return on equity, decreasing balance of equity and increasing debt to equity ratio suggest that General Electronics needs capital infusion. Modigliani and Miller (1958) say that in a frictionless market, capital structure does not matter, whereas Jensen (1986) points out that in reality in distress cost markets, over leverage can be value destroying. A strategic equity issue or rights issue is thus a requisite corrective mechanism to reinstate the balance sheet muscle and creditor confidence.
Implementation is to be aimed at an equity raise that will be adequate to dilute pro-forma debt-to-capital ratios by about 10 to 15 percentage points. The rights issue to existing shareholders must come first to limit dilution and in case of the situation when there are not enough subscriptions the strategic investors must be taken into account. At the same time, the management is to renegotiate the terms of debt by extending the maturity, converting facilities on a short-term basis to term loans, and requesting temporary covenant forbearance based on milestones of restructuring. Appendix C shows pro-forma where a £22,966 million equity injection of 15 percent of the 2024 equity would significantly enhance the debt-to-equity ratios.
Option C: Strategic merger, joint venture or asset swap for scale and capability
Strategic consolidation can re-establish economies of scale and competitiveness in industries where there is a high fixed cost and rapid innovation. Gaughan (2017) states that value can be generated during mergers and alliances due to cost synergies, joints in R&D spending, and the increased distribution channels. In the case of General electronics, a business-unit level merger, joint venture or asset swap is a mechanism that can allow it to recreate scale without unnecessary capital expenditure.
Implementation is to be on the bolt-on acquisitions or cooperative ventures with complementary regional players and not on large transformative mergers. Sudarsanam (2003) warns that high mergers in times of financial unhealth are very risky in terms of integration. Joint ventures or asset swaps that are structured ought to be prioritised in this regard with a due diligence on both synergies and integration costs being conducted.
Such arrangements can be used to increase future cash flows and shareholder value by accessing markets better and sharing capabilities, should they be successfully executed. 
[bookmark: _Toc217260308]3.3 Evaluating impact on shareholder value, debt structure and operational flexibility 
From the aspect of shareholder value, divestiture and debt reduction is usually value-neutral since it reduces the risk of bankruptcy. According to Gomers et al. (2010), equity injections can be net-positive, despite the fact that they dilute ownership, as they can be used to avoid insolvency. Strategic alliances can be value-accretive where the synergies are greater than the integration costs but not always the case (Sudarsanam, 2003).
Regarding debt structure, divestiture proceeds and equity infusion decrease leverage, as well as, enhance interest coverage, whereas debt re-profiling reduces rollover risk and increases maturities. Berk and DeMarzo (2020) assert that maturity extension reduces the liquidity risk despite the same nominal debt levels. Appendix C illustrates the quantitative gains of operating within the proposed restructuring package.
There is also the influence on operational flexibility. Divestitures increase the sharpness of management focus at the cost of scale, whereas the equity capital funds both working capital and investment requirements (Kay, 2005).
[bookmark: _Toc217260309]3.4 International and ethical implications
International restructuring adds more tax, currency and regulatory complexities. The OECD recommendations on Base Erosion and Profit Shifting state that when a divestiture or capital injection is made across borders, the transaction should reduce negative tax implications, but still be in line with the provisions of transfer pricing. Local legal advice and without the aggressive use of tax avoidance, advance tax ruling can decrease withholding tax exposure.
There are also currency risk and inflationary pressures that have to be taken care of. IMF (2022) emphasizes that the effect of exchange rate volatility can be significant on the restructuring results of the debt and cash flows that are denominated in other currencies. The inflation-linked cost stress-testing and hedging strategies should therefore be introduced.
Ethical considerations are always at the centre stage. Freeman et al. (2010) suggest that to be responsible in restructuring, the company must engage its stakeholders clearly and treat its workforce justly. In the case of asset sales where there is a manufacturing facility, the environmental and community impact would to be taken care of. 
[bookmark: _Toc217260310]3.5 Implementation roadmap and metrics 
The execution of the implementation must be done to mantain a balance of urgency and capacity to execute. The liquidity indicators during the first stage should focus on the debt forbearance negotiations, launching of divestitures, and the preparation of an equity rights issue. As Higgins (2012) says, confidence in liquidity stabilisation is necessary at an early stage.
The second step ought to be aimed at the closing of divestitures, implementation of the equity raises, re-profiling of the debt and joint venture discussions. The focus of the last phase is integration, capital investment in main product lines, and the performance of the key indicators, such as the working capital days, interest coverage, which exceeds three times and the debt to capital which is less than 50 per cent. Accountability is also guaranteed by regular reporting (Berk and DeMarzo, 2020).
[bookmark: _Toc217260311]4.0 Investment Appraisal and Capital Budgeting of General Electronics
[bookmark: _Toc217260312]4.1 Project Details and Assumptions
There are three mutually exclusive projects considering five years life and different cash flow profiles. The discount rate will be 10 percent which is a low estimate of the cost of capital of the firm since it is highly leveraged and operating profitability is decreasing as demonstrated earlier. It is assumed that there is a linear depreciation to zero and all net cash inflows are pre-tax, which is in line with the assignment brief. Capital rationing will limit total investment spending to £60 million, which is a reflection of the liquidity constraint situation of the firm and the inability to obtain more finance without the risk of more adverse financial impact.
[bookmark: _Toc217260313]4.2 Payback Period (PBP)
The Payback Period is the duration of time it takes to pay back the initial investment of the cumulative cash inflows. Despite the neglect of the time value of money and post-payback returns, PBP is applicable to the firms with liquidity constraints like General Electronics due to decreasing cash ratios and coverage of the operating cash flow during the last several years. The payback period of Project A, Project C, and Project B will be around 3.4, 3.6, and five years respectively, based on the cumulative cash flow analysis (Appendix D, Table D1). Out of the liquidity point of view, Projects A and C are a better choice compared to Project B, which releases capital at a reduced rate and it is not prone to a long-term cash lock-in. Nevertheless, it will not be appropriate to rely on PBP only as it does not consider the value creation after the payback point.
[bookmark: _Toc217260314]4.3 Accounting rate of Return (ARR)
ARR evaluates the annual accounting profit averaging on initial investment and gives an insight on how projects affect reported profitability. This applies to General Electronics which has registered operating losses over the past years and is under pressure to regain investor/lender confidence in its earnings. Project C is the one that generates the greatest ARR of approximately 10 percent followed by Project A of about 7 percent as shown in Appendix D. Project B produces an ARR of zero, as inflows of cash annually just cover up depreciation. These findings show that Project C has the highest support of recovery of profits whereas Project B would not add anything to the recovery of profits. But the fact that ARR relies on accounting profit and ignores the timing effects makes it not useful as a primary decision tool.
[bookmark: _Toc217260315]4.4 Net Present Value (NPV)
The most conceptually sound method in appraisal is Net Present Value because cash flows over time into the shareholder wealth are quantified with a discount provided to the level of discount needed (Berk and DeMarzo, 2020).
At a discount rate of 10 percent, the discounted cash flow analysis (Appendix D, Table D2) indicates that the Project C provides a positive NPV of £21.28 million which is significant. Project A has a positive, albeit small NPV in PS1.92 million whereas Project B has a negative (albeit slightly negative) NPV. These outcomes show that Projects A and C only generate value, but Project C does it by far. Since the equity base of General Electronics is declining and the risk of distress is high, it is crucial to concentrate on the projects that have high positive NPV ranges to stabilise the value of the firm and regain financial health.
[bookmark: _Toc217260316]4.5 Profitability Index (PI)
Profitability Index is an indicator of value creation per pound of the investment and is also very handy when the conditions are capital rationing (Peterson and Fabozzi, 2019). Project C has PI of 1.426 as indicated in Appendix D, which is far much better compared to the marginal PI of 1.048 of Project A. The PI of Project B is less than unity, and it proves that it kills value. With capital constraints, it is apparent that Project C is superior because it maximises the creation of absolute and relative values. This is particularly significant to General Electronics that does not have the financial leeway to finance various projects or absorb unfavorable investment performance.
[bookmark: _Toc217260317]4.6 Internal Rate of Return (IRR)
Internal rate of return is the discount rate, which makes NPV equal to zero, and it is commonly referred to as a proxy of risk-adjusted return. The estimates of IRR (Appendix D, Table D3) indicate that Project C could give an IRR of about 28.6 percent which is way higher than the cost of capital 10 percent. Project A has a slightly higher IRR than the hurdle rate whereas in B, the IRR of the project is lower than the hurdle rate. The high difference between the Project C IRR and the cost of capital gives a significant anti-forecasting error, cost overrun, or market negative spillover margin, which is relevant since General Electronics has a weak financial profile.
[bookmark: _Toc217260318]4.7 Capital Rationing and Project Selection
General Electronics is not in a position to take up more than a single project due to their maximum investment capacity of £60 million. A combination of any two projects is above the capital constraint. As a result, the company will have to pick the individual project that would contribute to value addition, liquidity recovery, and financial stability the most. Project C a £50 million project is the only project that falls within the limit of the capital in addition to providing better performance in terms of NPV, PI, ARR and IRR. Projects A and B do not generate enough value or cannot produce the minimum level of returns. 
[bookmark: _Toc217260319]4.8 Justification Based on Financial Performance and Project Risk Characteristics
The recommendation for selecting Project C is strongly justified with the financial performance of the General Electronics and the risk of the projects.
Financial Performance Alignment: Section 1-3 of this report indicated that profitability was on the downward trend, liquidity ratios were getting worse, interest coverage was getting worse, and the company was in the Altman Z-Score distress range. The implication of these conditions is that General Electronics cannot do investments with low payback or high payback periods. The high NPV and IRR of project C are highly relevant to the company in terms of restoring shareholder value and enhancing the long-term level of profitability. Its high discounted returns offer better grounds to recuperate money in a financial sense despite its higher initial cost compared to Project A or B.
Liquidity-wise, Project C produces successively stronger inflows of cash since the Year 3, sustaining future cash flows on operations and minimizing the use of outside funding. Conversely, the low and flat inflows in Project B provide little assistance to liquidity restoration whereas Project A returns are not sufficiently robust to have a significant impact on the financial trend of the firm.
Project Risk Characteristics:  The project risk is evaluated using cash flow timing, volatility and margin of safety in the first place. Project B is not volatile and has low returns as well and hence will destroy value after taking the cost of capital into consideration. Project A is characterized by moderate volatility and marginal value generation, which leaves minimal buffer on the downside risk.
Project C is more volatile in the cash flows per year, but this risk is paid off with much more considerable returns as it reflects in its NPV and IRR. The large overcharge of IRR ahead of discount rate gives strength against unfavorable cash flow forecasts. Project C is the most favourable trade off in the risk-return terms, and this is very crucial especially to a firm that is already at the risk of financial distress.
[bookmark: _Toc217260320]5.0 Conclusion 
This report has presented a strategic and financial review of General Electronics in the next 2020-2024. Ratio and cash flow analysis showed a company that is facing mounting pressure, with decreasing revenues, operating losses that seem to be incurred consistently, decreasing liquidity, declining interest coverage, and increasing leverage as the firm is losing its equity. Even though the results of Altman Z-Score suggest that in the short term, the chances of bankruptcy are low, sustained losses remain a considerable threat to the long-term sustainability. Poor working capital efficiency also increased the liquidity risk in the downturn. As a reaction, a planned financial restructuring program and a strict capital budget review was formulated. Project C, which is one of the suggested points of investment, was the most financially viable in terms of capital rationing, having better value creation, better cash flow recovery, and better risk-return profile. 
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[bookmark: _Toc217260322]7.0 Appendices
[bookmark: _Toc216755987][bookmark: _Toc217181523][bookmark: _Toc217260323]Appendix A: Detailed Ratio Calculations
[bookmark: _Toc216755988][bookmark: _Toc217181524][bookmark: _Toc217260324][bookmark: _Hlk216756620]Table A1: Profitability Ratios (2020–2024)
Gross profit margin = Gross profit / Net sales
Operating profit margin = Operating income / Net sales
Net profit margin = Net income / Net sales
Return on capital employed = EBIT / (Total assets – Current liabilities)
Five-year numerical calculations presented below for each ratio: 
	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Gross Profit Margin
	Gross Profit / Net Sales
	28.67%
	28.76%
	28.06%
	23.20%
	28.87%

	Operating Profit Margin
	Operating Income / Net Sales
	6.06%
	3.87%
	2.68%
	−20.29%
	−3.87%

	Net Profit Margin
	Net Income / Net Sales
	6.28%
	0.88%
	0.08%
	−23.36%
	−6.09%

	Return on Assets (ROA)
	Net Income / Total Assets
	7.56%
	1.04%
	0.08%
	−27.60%
	−7.43%

	Return on Equity (ROE)
	Net Income / Shareholders’ Equity
	12.31%
	1.92%
	0.15%
	−54.91%
	−15.69%


[bookmark: _Toc217181525][bookmark: _Toc217260325][bookmark: _Toc216755989]Table 1: Profitability Ratio (Self-Prepared)
[bookmark: _Toc217181526][bookmark: _Toc217260326]
[bookmark: _Toc217181527][bookmark: _Toc217260327]Figure 1: Profitability Ratio Comparison (Self-Prepared)
[bookmark: _Toc217181528][bookmark: _Toc217260328]Table A2: Liquidity Ratios (2020–2024)
Current ratio = Current assets / Current liabilities
Quick ratio = (Current assets – Inventories) / Current liabilities
Cash ratio = Cash and cash equivalents / Current liabilities
Five-year numerical calculations presented below: 
	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

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

	Quick Ratio
	(Current Assets − Inventory) / Current Liabilities
	1.15
	0.93
	0.91
	1.06
	1.03

	Cash Ratio
	Cash and Cash Equivalents / Current Liabilities
	0.32
	0.28
	0.31
	0.27
	0.17


[bookmark: _Toc217181529][bookmark: _Toc217260329][bookmark: _Toc216755990]Table 2: Liquidity Ratio (Self-Prepared)








[bookmark: _Toc217181530][bookmark: _Toc217260330]Figure 2: Liquidity Ratio Comparison (Self-Prepared)
[bookmark: _Toc217181531][bookmark: _Toc217260331]Table A3: Efficiency Ratios (2020–2024)
Asset turnover = Net sales ÷Total assets
Fixed asset turnover = Net sales ÷Property, plant and equipment
Receivable’s days = (Accounts receivable ÷Net sales) × 365
Inventory days = (Inventories ÷Cost of sales) × 365
Five-year numerical calculations presented here below: 
	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Asset Turnover
	Net Sales / Total Assets
	1.20
	1.18
	1.08
	1.18
	1.22

	Fixed Asset Turnover
	Net Sales / Property, Plant and Equipment
	7.04
	8.06
	8.64
	9.42
	11.54

	Receivables Days
	(Trade Receivables / Net Sales) × 365
	76.86
	78.40
	75.55
	97.74
	105.54

	Inventory Days
	(Inventory / Cost of Sales) × 365
	100.26
	114.52
	131.04
	99.78
	103.12


[bookmark: _Toc217181532][bookmark: _Toc217260332][bookmark: _Toc216755991]Table 3: Efficiency Ratio (Self-Prepared)
[bookmark: _Toc217181533][bookmark: _Toc217260333]
[bookmark: _Toc217181534][bookmark: _Toc217260334]Figure 3: Efficiency Ratio Comparison (Self-Prepared)
[bookmark: _Toc217181535][bookmark: _Toc217260335]Table A4: Gearing Ratios (2020–2024)
Interest coverage ratio = EBIT / Interest expense
Debt to equity ratio = Total liabilities / Shareholders’ equity
Debt to capital ratio = Total liabilities / (Total liabilities + Shareholders’ equity)
Equity multiplier = Total assets / Shareholders’ equity
Five-year numerical calculations presented below: 
	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Interest Coverage Ratio
	EBIT / Interest Expense
	26.21
	41.08
	6.61
	−19.70
	−4.55

	Debt to Equity Ratio
	Total Liabilities / Shareholders’ Equity
	0.63
	0.85
	0.88
	0.99
	1.11

	Debt to Capital Ratio
	Total Liabilities / (Debt + Equity)
	0.39
	0.46
	0.47
	0.50
	0.53

	Equity Multiplier
	Total Assets / Shareholders’ Equity
	1.63
	1.85
	1.88
	1.99
	2.11


[bookmark: _Toc217181536][bookmark: _Toc217260336][bookmark: _Toc216755992]Table 4: Gearing Ratios (Self-Prepared)
[bookmark: _Toc217181537][bookmark: _Toc217260337]
[bookmark: _Toc217181538][bookmark: _Toc217260338]Figure 4: Gearing Ratios Comparison (Self-Prepared)
[bookmark: _Toc217181539][bookmark: _Toc217260339]Table A5: Investment Ratios (2020–2024)
Earnings per share = Net income / Shares outstanding
Price to earnings ratio = Market price per share / Earnings per share
Return on equity = Net income / Shareholders’ equity
Return on assets = Net income / Total assets
Assumed market price per share: £120
	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Earnings per Share (EPS) (£)
	Net Income / Shares Outstanding
	2.78
	0.39
	0.03
	−7.64
	−1.85

	Price–Earnings Ratio
	Market Price per Share / EPS
	43.17
	304.81
	3,745.36
	Not meaningful
	Not meaningful

	Return on Equity (ROE)
	EBIT / Shareholders’ Equity
	11.89%
	8.43%
	5.42%
	−47.68%
	−9.99%


[bookmark: _Toc217181540][bookmark: _Toc217260340]Table 5: Investment Ratios (Self-Prepared)
[bookmark: _Toc217181541][bookmark: _Toc217260341]
[bookmark: _Toc217181542][bookmark: _Toc217260342]Figure 5: Investment Ratios Comparison (Self-Prepared)



[bookmark: _Toc216755993][bookmark: _Toc217181543][bookmark: _Toc217260343]Table A6: Cash Flow Ratios (2020–2024)
Operating cash flow ratio = Operating cash flow / Current liabilities
Cash flow to debt ratio = Operating cash flow / Total liabilities
Cash flow margin = Operating cash flow / Net sales
Five-year numerical calculations presented below: 
	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Operating Cash Flow Ratio
	Operating Cash Flow / Current Liabilities
	0.41
	0.19
	0.05
	0.16
	0.09

	Cash Flow to Debt Ratio
	Operating Cash Flow / Total Liabilities
	0.37
	0.17
	0.05
	0.14
	0.09

	Cash Flow Margin
	Operating Cash Flow / Net Sales
	11.94%
	6.70%
	2.01%
	5.99%
	3.75%


[bookmark: _Toc217181544][bookmark: _Toc217260344][bookmark: _Toc216755994]Table 6: Cash Flow Ratios (Self-Prepared)
[bookmark: _Toc217181545][bookmark: _Toc217260345]
[bookmark: _Toc217181546][bookmark: _Toc217260346]Figure 6: Cash Flow Ratios Comparison (Self-Prepared)

[bookmark: _Toc217181547][bookmark: _Toc217260347]Table A7: Altman Z-Score Calculation (2020–2024)
Z = 1.2X1 + 1.4X2 + 3.3X3 + 0.6X4 + 1.0X5
Component values and final Z-Score for each year are presented below: 
	Component
	Formula
	2020
	2021
	2022
	2023
	2024

	X1
	(Current Assets − Current Liabilities) / Total Assets
	0.29
	0.24
	0.24
	0.27
	0.26

	X2
	Retained Earnings / Total Assets
	0.64
	0.65
	0.66
	0.65
	0.64

	X3
	EBIT / Total Assets
	0.07
	0.05
	0.03
	−0.24
	−0.05

	X4
	Market Value of Equity / Total Liabilities
	8.46
	6.89
	6.47
	8.72
	9.13

	X5
	Net Sales / Total Assets
	1.20
	1.18
	1.08
	1.18
	1.22

	Altman Z-Score
	Weighted Sum
	7.76
	6.65
	6.26
	6.87
	7.76


[bookmark: _Toc216755995][bookmark: _Toc217181548][bookmark: _Toc217260348]Appendix B: Working Capital Calculations
[bookmark: _Toc216755996][bookmark: _Toc217181549][bookmark: _Toc217260349]Table B1: Cash Operating Cycle Components (Days)
Receivables days = (Trade receivables / Net sales) × 365 
Inventory days = (Inventory / Cost of sales) × 365 
Payables days = (Trade payables / Cost of sales) × 365 
Cash operating cycle = Receivables days + Inventory days − Payables days
	Year
	Receivables Days
	Inventory Days
	Payables Days
	Cash Operating Cycle

	2020
	76.86
	100.26
	65.00
	112.12

	2021
	78.40
	114.52
	66.00
	126.92

	2022
	75.55
	131.04
	68.00
	138.59

	2023
	97.74
	99.78
	69.00
	128.52

	2024
	105.54
	103.12
	70.00
	138.66


Note: Payable’s days are calculated using trade payables reported in the dataset and cost of sales. Values are rounded to two decimal places.
[bookmark: _Toc216755997][bookmark: _Toc217181550][bookmark: _Toc217260350]Appendix C: Pro‑Forma Financial Restructuring Workings
Appendix C presents detailed Excel‑style workings to support the Strategic Financial Restructuring Plan. The calculations build directly on the 2024 financial position of General Electronics and apply the restructuring assumptions outlined in Section 3.
[bookmark: _Toc216755998][bookmark: _Toc217181551][bookmark: _Toc217260351]Key restructuring assumptions
· Equity injection through rights issue: £22,966 million (approximately 15 percent of 2024 shareholders’ equity). 
· Selective divestiture proceeds: £10,000 million, applied fully to debt reduction. 
· No immediate change in operating income in the base pro‑forma, ensuring conservative estimation. 
· Interest expense assumed to decline proportionally with debt reduction.
[bookmark: _Toc216755999][bookmark: _Toc217181552][bookmark: _Toc217260352]Table C1: Pro‑Forma Statement of Financial Position Impact (2024)
	Item (£ million)
	Actual 2024
	Adjustment
	Pro‑Forma 2024

	Total Assets
	323,354
	+12,966
	336,320

	Total Liabilities
	170,249
	−10,000
	160,249

	Shareholders’ Equity
	153,105
	+22,966
	176,071


Note: Net asset increase reflects equity injection net of asset divestment.
[bookmark: _Toc216756000][bookmark: _Toc217181553][bookmark: _Toc217260353]Table C2: Pro‑Forma Capital Structure Ratios
	Ratio
	Formula
	Actual 2024
	Pro‑Forma 2024

	Debt to Equity
	Total Liabilities / Equity
	1.11
	0.91

	Debt to Capital
	Liabilities / (Liabilities + Equity)
	0.53
	0.48

	Equity Multiplier
	Total Assets / Equity
	2.11
	1.91


The pro‑forma results demonstrate a material reduction in leverage and improved balance‑sheet resilience.
[bookmark: _Toc216756001][bookmark: _Toc217181554][bookmark: _Toc217260354]Table C3: Interest Coverage Sensitivity
	Item
	Actual 2024
	Pro‑Forma 2024

	EBIT (£ million)
	−15,297
	−15,297

	Interest Expense (£ million)
	3,361
	2,857

	Interest Coverage (EBIT / Interest)
	−4.55
	−3.36


Note: Interest expense is reduced proportionally to the £10,000 million debt repayment.
[bookmark: _Toc216756002][bookmark: _Toc217181555][bookmark: _Toc217260355]Table C4: Equity Dilution and EPS Impact
	Item
	Actual 2024
	Pro‑Forma 2024

	Shares Outstanding (million)
	12,959
	14,903

	Net Income (£ million)
	−24,029
	−24,029

	Earnings per Share (£)
	−1.85
	−1.61


The rights issue increases share count but reduces per‑share losses, indicating dilution with stabilisation benefits.
[bookmark: _Toc216756003][bookmark: _Toc217181556][bookmark: _Toc217260356]Table C5: Liquidity and Solvency Improvement Indicators
	Metric
	Actual 2024
	Pro‑Forma 2024

	Operating Cash Flow to Debt
	0.09
	0.09

	Debt Reduction (£ million)
	–
	10,000

	Equity Buffer Increase (£ million)
	–
	22,966


[bookmark: _Toc216756004][bookmark: _Toc217181557][bookmark: _Toc217260357]Interpretation
Appendix C establishes that the joint equity injection and divestiture approach is a great strategy to enhance the capital structure of General Electronics by reducing leverage and enhancing equity buffer. Although in the conservative base case, short term profitability is negative, solvency risk is less and financial flexibility is greater, which generates the conditions under which operation turnaround and strategic renewal is possible.
[bookmark: _Toc216756005][bookmark: _Toc217181558][bookmark: _Toc217260358]Appendix D: Investment Appraisal and Capital Budgeting Calculations
The appendix provides the calculations on the investment appraisal of Projects A, B and C that are calculated by using Payback Period (PBP), Net Present Value (NPV), Internal Rate of Return (IRR) and Profitability Index (PI). All the calculations are done in strict compliance with the provided formula sheet and conventional corporate finance approaches.
[bookmark: _Toc216756006][bookmark: _Toc217181559][bookmark: _Toc217260359]Table D1: Payback Period (PBP) Calculations
Formula:


	Project
	Annual Cash Inflows (£m)
	Cumulative Cash Flows (£m)
	Payback Period (Years)

	A
	10, 12, 14, 10, 8
	10, 22, 36, 46, 54
	3.4

	B
	6, 6, 6, 6, 6
	6, 12, 18, 24, 30
	5.0

	C
	5, 10, 20, 25, 15
	5, 15, 35, 60, 75
	3.6


Source: Author’s calculations
[bookmark: _Toc216756007][bookmark: _Toc217181560][bookmark: _Toc217260360]Table D2: Net Present Value (NPV) Calculations (10% Discount Rate)
Formula: 

NPV= 
	Project
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5
	PV of Inflows (£m)
	NPV (£m)

	A
	10
	12
	14
	10
	8
	41.92
	1.92

	B
	6
	6
	6
	6
	6
	29.79
	-0.21

	C
	5
	10
	20
	25
	15
	71.28
	21.28


Source: Author’s calculations

[bookmark: _Toc216756008][bookmark: _Toc217181561][bookmark: _Toc217260361]Table D3: Internal Rate of Return (IRR) Estimates
Formula:
[image: ]

	Project
	Estimated IRR (%)

	A
	10.7

	B
	9.8

	C
	28.6


Source: Author’s calculations
[bookmark: _Toc216756009][bookmark: _Toc217181562][bookmark: _Toc217260362]Table D4: Profitability Index (PI) Calculations
Formula:
[image: ]
	Project
	PV of Inflows (£m)
	Initial Investment (£m)
	Profitability Index

	A
	41.92
	40
	1.048

	B
	29.79
	30
	0.993

	C
	71.28
	50
	1.426


Source: Author’s calculations




Current Ratio	2020	2021	2022	2023	2024	1.82	1.56	1.56	1.61	1.53	Quick Ratio	2020	2021	2022	2023	2024	1.1499999999999999	0.93	0.91	1.06	1.03	Cash Ratio	2020	2021	2022	2023	2024	0.32	0.28000000000000003	0.31	0.27	0.17	



Efficiency Ratios
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Profitability Ratios
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Formula applied (interpolation method):

Where:
7y = lower discount rate

73 = higher discount rate
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