[image: ]
Programme: Master of Business Administration 
Module: Financial Management 
Module code: LCMB7002 
Assignment Title: Financial Analysis of General Electronics

Student Name: Minuddin Sarker
Student ID: 2503533
Lecturer: Isaiah Oino



Table of Contents
1.0 Introduction	4
2.0 Critical financial Health check and Ratio Analysis	5
2.1 Dynamics of Profitability and Efficiency	5
2.2 Liquidity and Cash Flow Dynamics	6
2.3 Gearing, Solvency, and Risk	7
2.4 Investor Confidence and Performance of Market.	9
2.5 Prediction of Corporate Failure	9
3.0 Strategic Working Capital Management Analysis	11
3.1 Cash Operating Cycle (COC) Diagnosis	11
3.2 Liquidity Enhancing Policies.	12
3.3 Financing Mix Evaluation	13
4.0 Strategic Financial Restructuring Plan	14
4.1 Analysis of Restructuring Alternatives	14
4.2 Stakeholder and Operation Impact	15
4.3 International and Community Concerns	15
5.0 Investment Appraisal and Capital Budgeting	17
5.1 Investment Appraisal Method	17
5.2 Comparative Projects Analysis of Projects A, B, and C	17
5.3 Capital Rationing Decision (£60m Constraint)	18
5.4 risk assessment and Final recommendation	19
6.0 Conclusion and Recommendations	20
References	21
Appendices	25
Appendix A: Financial Statement Analysis	25
Appendix B: Comprehensive Financial Ratio Analysis	27
Appendix C: Corporate Failure Prediction (Detailed Altman Z-Score)	31
Appendix D: Working Capital Management Cycle	33
Appendix E: Investment Appraisal and Capital Budgeting	35
Appendix F: Methodology and Data Verification	40



[bookmark: _Toc217265189]1.0 Introduction
The Chief Financial Officer position at General Electronics is a turning point in the history of the corporation as the combination of falling revenues, ineffective operations, and lack of strategic direction is posing a risk to the company functioning as a going concern. In the prevailing unstable economic situation, troubled organizations have only a few days to turn negative trends around before it is too late and the companies end up in bankruptcy, which is becoming more and more common even in the consumer electronics industry (Ferreira et al., 2024). The report is a comprehensive strategic roadmap, and the Board commissioned it to identify the actual root causes of the financial bleeding that defines the past 5 fiscal years and more than 2023 and 2024 accounted the catastrophic net losses. The ultimate goal is to get well past the surface analysis of the financial reports and identify the structural flaws, including the breakdown in the operating margins and the threatening liquidity drain, that have put the company in the‘Grey Zone’ of bankruptcy peril. Through a stringent financial health assessment, a working capital dynamics assessment, and a radical restructuring proposal, this report will help to regain shareholder trust and business stability (Boudia and Slevogt, 2025). Moreover, this analysis will be expanded to critical analysis of future growth direction, which is capital budgeting, namely, evaluation of three possible investment projects within a strong capital rationing constraint. The analysis is solid, but restricted by the retrospective nature of historical accounting information and the use of book values in that case of a lack of current market capitalization information, but is useful in providing a statistical basis on the urgent strategic actions needed to save General Electronics (Setyopurnomo et al., 2025).



[bookmark: _Toc217265190]2.0 Critical financial Health check and Ratio Analysis
[bookmark: _Toc217265191]2.1 Dynamics of Profitability and Efficiency
The sharp decrease in the General Electronics profitability indicators, namely, the collapse of Net Sales by 35.8% as of £ 614,680 million in 2020 down to £ 394,879 million in 2024, cannot be considered in isolation, but it should be interpreted as the inability to adjust to the post-pandemic correction that has devastated the world consumer electronics industry. In 2020-2021, the sector has seen an artificial demand boom in the wake of the "stay-at-home" economy, which made record sales of companies of laptops to home appliances (Apple Inc, 2020). But due to the reopening of global economies and high inflation in 2022-2023, discretionary expenditure on electronics disappeared, a situation that had a disastrous effect on the large players, such as Samsung, which recorded a loss of 95% in the operating profit in the Q2 2023 because the economy demanded a low chip and smart phones were slow (Samsung Electronics Co., 2024). The pattern of General Electric has been reflective of this external shock, but the manner in which it has managed this shock has been highly subpar to its counterparts. Although the Gross Margin has recovered to 28.87 per cent in 2024 as cost stabilization across the industry is noted due to normalization in supply chain freight rates, the collapse in the Operating Margin to negative 3.87 per cent and a disastrous -20.29 per cent in 2023 reveals a severe inflexibility in the cost structure of the firm. In comparison to its competitors including Apple or Xiaomi, which feature adaptable operating frameworks and ecologies-based income flow to offset hardware declines, General Electronics endured poor operating expenses Stickiness (Nvidia Corporation, 2024). These costs would actually be reduced by only 7% over the five years even with the 36% decrease in revenues, and it resulted in the negative operating leverage effect whereby the fixed costs incurred all the gross profits in 2024 resulting in the net losses amounting to£24,029 million (Berk and DeMarzo, 2020).

Such decline in profitability is inherently associated with the Asset Turnover Ratio of the firm which gives an illusion of efficiency. On the face of it, Asset Turnover seems to be healthy, with the increase to 1.22 times in 2024. Though a critical cross-ratio analysis shows this is a mathematical illusion caused by the denominator effect; total Assets have more than decreased by almost 37% since 2020 (£ 510bn to £323bn) and that is caused by colossal impairments and retained losses punting away the equity base, and not because the sales velocity actually improved (Mauboussin and Callahan, 2024). Rapid inventory turnover and high-capacity utilization is essential in the semiconductor and electronics business in order to keep up with the efficiency of assets. General Electronics is showscasing the contrary; it is showing decreased asset base and flat sales. This is reflective of the pain of legacy tech companies such as Toshiba prior to its reorganization where the sale of assets was a measure to conceal operational inefficiencies (Qualcomm Incorporated, 2024). The -9.27% negative Return on Capital Employed (ROCE) in 2024, therefore, proves that the company is eliminating value on all units of capital committed. Although AI-boom players such as Nvidia have used their position to push ROCE to unprecedented highs, the relatively weak financial performance of General Electronics is clearly not caused by the technological transformation itself but rather an inverse relationship with the AI and high-performance computing adoption, as the company continues to rely on legacy hardware market segments that are already showing signs of decline (Arm Holdings plc, 2025).
[bookmark: _Toc217265192]2.2 Liquidity and Cash Flow Dynamics
The organizational interdependence between the liquidity crisis and the operating failures of the firm is the most apparent in the phenomenon of the Bullwhip Effect which has put General Electronics in a vicious cycle of its inventory. Current Ratio of 1.53 as reported in 2024 is optimistically deceptive as it is highly dependent on£79,355 million of inventory which is a toxic asset in the current market scenario. To comprehend this liquidity trap, it is necessary to refer to the global crisis in the supply chain of semiconductors and components in 2021-2022. In the shortage, manufacturers such as General Electronics must have panicked to buy parts to ensure production lines in the fear of stock-outs in the supply that were the bane of the automobile and the technology industry (Samsung Electronics Co, 2024). Nonetheless, when the shortage became a glut in 2023-2024 as the demand slowed down, the company was left with enormous amounts of declining components and finished products (Ferreira et al., 2024). This is supported by the difference between the Current Ratio and the Cash Ratio; the former appears to be safe, but the Cash Ratio has disintegrated to 0.17. The divergence confirms that the liquidity in the balance sheet is illiquid inventory that cannot be readily turned into cash without major write-downs, similar to the inventory predicaments that Intel is experiencing in 2023 when the PC market began to collapse (iRobot Corp, 2025).
In addition, the fact that the accrual accounting and actual cash flow generation are not tied together seriously affects the quality of the liquidity of General Electronics. Although the Cash Flow Statement indicates positive cash out of operations which is 14.8 billion in 2024, it was not a natural generation of cash but a high level of working capital manipulation: in other words, the postponement of the payment to suppliers. It is a typical survival trick used in troubled companies, but it cannot be feasible in the long-term. With reference to the Quick Ratio of 1.03, and the Inventory Days of 103, it is evident that the liquidity position of the firm is very sensitive to the semiconductor cycle. Physical supply chain risks weigh down General Electronics, unlike software-based companies such as Microsoft which make instant cash. When geopolitical tensions increase or their products are made obsolete due to a new technology, the £79 billion inventory buffer will be useless and they go insolvent overnight. Therefore, the liquidity crisis is not just a mismanagement problem, but a direct victim of the failure of the firm to predict and maneuver in the turbulent post-pandemic electronics cycle (Flammer and Ioannou, 2021).
[bookmark: _Toc217265193]2.3 Gearing, Solvency, and Risk
The increasing solvency risk at General Electronics is a direct result of the changing global macroeconomic environment, namely the low-interest-rate regime to a higher-for-longer monetary policy environment that has been put in place by the central banks such as Federal Reserve and ECB to fight inflation. Borrowing costs were insignificant in 2020, when the Interests to Equity Ratio of the company was a robust 26.21x, which promoted the debt-loading of firms with inexpensive debt. Nevertheless, with trends in the world interest rates in 2022-2023 soaring, the cost of servicing variable-rate debt, including the £36.9 billion of Lines of Credit owned by General Electronics, has shot up. This exogenous macroeconomic shock together with the internal breakdown in EBIT pushed the Interest Coverage Ratio to a disastrous negative figure of 4.55x in 2024. This ratio means that the company cannot mathematically cover its operations to service its debt, a definition of a zombie company popular in the distressed turnaround literature (Boudia and Slevogt, 2025).
The comparison of this leverage profile with the industry peers demonstrates the degree of the risk. Top technology companies such as Alphabet or Apple normally have net cash balances or very low leverage in order to be flexible in investing in R&D (Apple Inc., 2024). General Electronics on the other hand has a Debt-to-Equity ratio of 30.17 but this is increasing not due to them borrowing to grow but due to the fact that their Equity base is being lost to retained losses down to £153bn in 2020 compared to £313bn in 2020. This has destroyed equity buffer leaving the company powerless to other external shocks. Moreover, this dependence on short-term Lines of Credit puts the company in refinancing risk on a credit market that in response to the banking turmoil of 2023 has become highly risk-averse, for instance, Silicon Valley Bank (Pfister et al., 2024). Lenders are now tightening terms of hardware companies that have fading margins. Banks would recall these loans forcing General Electronics to immediately run out of liquidity, as it happened with Bed Bath and Beyond, should General Electronics violate its debt covenants, which is very likely in the case of such negative EBITDA. In that way, solvency crisis is a mutually dependent result of failure in operations and the most austere cost-of-capital environment since 20 years ago (Tsai et al., 2020).



[bookmark: _Toc217265194]2.4 Investor Confidence and Performance of Market.
The full loss of investor trust, as any negative Earnings Per Share of -£1.85 in 2024 and no dividends indicate, should be put in the framework of the larger 2022-2024 "Tech Valuation Correction." Under the conditions of the pandemic boom, investors accepted the unprofitable situation in favor of growth. Nevertheless, with capital being costly, the market regime changed radically towards profitability and free cash flow yield (Mauboussin and Callahan, 2024). General Electronics is failing both these measures: it is neither a hyper-growing Nvidia, nor a castle balance sheet Apple. The depleting of the Retained Earnings (£ 330bn in 2022 to £208bn in 2024) is an indication to the market that the company is at a period of consuming capital and not creating it. The institutional investors of this setting are actively moving money out of the hardware manufacturers with a weak AI or services strategy, continuing to decline the implied valuation of the firm and putting it at risk of activist investment or hostile takeover (McKinsey & Company, 2020). This withholding of dividends is wise amid the liquidity crisis, yet it leaves the income-oriented investors with no more reason to hold the stock, which the share price will be at the mercy of volatility and short-sellers (Khatwani et al., 2024).
[bookmark: _Toc217265195]2.5 Prediction of Corporate Failure
Altman Z-Score model offers a multivariate predictive model where liquidity, profitability, leverage and activity ratios are determined to offer an objective measure of the imminent risk of insolvency by combining these values into a single score. In the case of General Electronics, the 2024 calculation gives the Z-Score of 2.82, which falls in the range of 1.81 to 2.99 (Grey Zone), which means that this firm is highly likely to go bankrupt in the next 2 years unless action is taken to correct the situation (Boudia and Slevogt, 2025). This is a drastic decline of the 3.64 score of the Safe Zone in 2020. A granular breakdown of the Z-Score elements indicates that the main pull on the score is the X3 variable, or the efficiency of operation and profitability of the company; this element was negative in 2024 (-0.156 weighted impact), which implies that the company is unable to make profit using its assets (Altman Z-Score Appendix).
Although the element of X2 (Retained Earnings/Total Assets) offers a bit of goodwill (in this case of Accumulation of historical profits during good years) it is a lagging indicator that is being destroyed at a very fast rate. The component of X 1 (Working Capital/Total Assets) is positive but is endangered with the lower quality of inventory mentioned above. The trend of the Z-Score, a downward movement since 3.06 in 2022, followed by the low level of 2.24 in 2023 and the slight recovery to 2.82 in 2024, proves that the company is unsound, structurally speaking (Ferreira et al., 2024). Such statistical confirmation of distress makes it clear that the radical plan of Strategic Financial Restructuring suggested in Section 4.0 is necessary since even small steps will be not enough to bring the company back into the Safe Zone (Keown et al., 2024).


[bookmark: _Toc217265196]3.0 Strategic Working Capital Management Analysis
[bookmark: _Toc217265197]3.1 Cash Operating Cycle (COC) Diagnosis
The lengthening of the Cash Operating Cycle to 115 days by the year 2024 is a deplorable operational bottleneck that is worsening the reliance of the firm on outside funding. A critical look at the Receivable Days which has inflated to 106 days (as compared to 77 in 2020) shows that General Electronics is funding the balance sheets of its customers. This tendency depends probably on the impact of the economic decline; since B2B clients and retailers have their own liquidity tightening, with high interest rates and a slowing consumer market, they are postponing payments to their suppliers such as General Electronics. The supply chain has seen this trend in 2023, with retailers de-stocking their shelves and extending their payment duration to save their own cash. Nonetheless, that General Electronics would consider a payment cycle of 106 days or almost twice that of 60 days in the electronics industry implies poor competitive standing in which the company has no bargaining power to impose a superior payment cycle (Setyopurnomo et al., 2025).
At the same time, the Inventory Days of 103 days validates the fact that the company is experiencing a huge legacy products overhang. The three-month inventory is economically poisonous in the highly dynamic electronics industry where product lifespan is decreasing at a rapid rate with the intense release of AI-powered gadgets. It indicates that the stock at hand might be technically outdated than the newer models of other manufacturers such as Samsung or Xiaomi which means that it has inevitably resulted in future write-downs. The company has tried to conceal this lack of efficiency by extending Payable Days to 94, which in the effect is compelling the suppliers to finance the operations. Although this is synthetically reducing the cash cycle, it is a risky strategy in the prevailing political geopolitical environment. The suppliers, especially those in the semiconductor segment with high leverage, could focus on customers paying sooner (as in the case of Apple), and those ahead of the queue when it comes to receiving or procuring critical components include General Electronics (Infosys BPM, 2023).
[bookmark: _Toc217265198]3.2 Liquidity Enhancing Policies.
General Electronics will have to make drastic changes in its working capital to mitigate the liquidity paralysis, which will mainly focus on supply chain nimbleness and receivables monetization. Theoretically the best option is to apply the Just-in-time (JIT) inventory system to minimize the holding period of 103 days and free the £79 billion in inventory. Nevertheless, JIT is associated with a high degree of geopolitical risks in the post-pandemic era. The disruption of global supply chains caused by COVID-19 and the current trade conflicts associated with semiconductor manufacturing centers such as, Taiwan or China were a lesson to the industry that "Just-in-Time" can all too easily become Just-Too-Late in case of a disruption in logistics (BARKER ET AL., 2022). Thus, even as the company ought to shift towards JIT in order to release cash, the CFO should consider striking a balance between this efficiency and resilience, possibly embracing a hybrid situation in which the most important and difficult-to-source components are inventoried, and the generic components are transferred to JIT. This tactic is critical since any halt of the production process caused by the lack of parts would be lethal to a company that has already entered the "Grey Zone" of the bankruptcy (Ferreira et al., 2024).
Concerning receivables, the factoring should be implemented instantly. The firm is sitting on £114 billion paper asset which is zero liquidity with 106 days to sale. When selling this book to a financial institution even at a discount the firm would be able to inject liquidity directly into the firm and use the money to pay off the risky short term credit lines. This is a plan usually employed by troubled companies to cover liquidity gaps without diluting the stock. In addition, the company should reposition its credit conditions to the industry. In case competitors are getting cash within 60 days, General Eletronics cannot possibly afford to give 106 days. This might involve renegotiating agreements with large retailers, which might potentially cut down revenue volume in favor of quality and faster-paying revenue, and this type of trade-off fits the change in focus of current market environment of growth to value (Baliouskas et al., 2023, 2024).
[bookmark: _Toc217265199]3.3 Financing Mix Evaluation
The existing financing structure of General Electronics subjects the company to undue refinancing risk, which is a weakness that should be eliminated in the working capital strategy. The use of short-term to finance the long-term working capital, by relying on the short-term Lines of Credit (£36,960 million), breaks the Matching Principle of finance, which stipulates that long-term asset should be financed through long-term sources (Berk and DeMarzo, 2020). The first lenders to withdraw funds in the case of a distress situation are short-term lenders and the dependence of the firm on such facilities exposes the firm to the wrath of market sentiments and bank covenants. It is suggested to substitute this aggressive financing policy with a more conservative one, in accordance with which permanent part of working capital should be financed with the help of long-term debts or equity, and seasonal fluctuations should be covered by short-term credit (Jeyasingh, 2023).
Nevertheless, the company has a low credit rating and negative interest coverage, so the cost of accessing long-term debt markets will be prohibitively high or unattainable. The financing mix analysis, thus, indicates that the restructuring explained in Section 4.0, namely, turning short-term debt into equity or longer-term debt, will have to be considered to expand the maturity profile (Carlyle Investment Management LLC, 2025). This minimizes the cash outlay needs in the short-term to settle the principal and it streamlines the financing structure to the long-term cash conversion cycle. The CFO should be aggressive in negotiating with banking syndicates to roll over the current lines of credit by claiming that a longer runway gives a greater opportunity of full payback than crashing the bank (The IFT, 2021). This balance sheet rebalancing of the liability side is equally crucial as the changes made to the asset side to guarantee that the firm comes out of the turnaround phase.


[bookmark: _Toc217265200]4.0 Strategic Financial Restructuring Plan
[bookmark: _Toc217265201]4.1 Analysis of Restructuring Alternatives
With the interest coverage ratio being negative and the impending maturity of the short-term debts, General Electronics cannot easily grow out of its problems; the balance sheet needs some surgical restructuring. Although an Equity Injection (for instance, a Right Issue) would be the preferable way of injecting new capital to deleverage the company, the present market situation makes this impossible. In post-2023 technology valuation correction, equity capital markets have closed successfully to distressed and loss-making hardware companies (Advanced Micro Devices, Inc, 2024). The investors are risk-averse who would not subscribe to new shares when EPS is negative (-£ 1.85) and when the Z-Score is a distress sign. Any collapsed right issue would send out a disaster of lack of trust, and this would hasten insolvency (Tsai et al., 2020). This is a reflection of the plights of firms such as Toshiba that have languished over a number of years before being privatized, which demonstrates that the capital markets are in many cases ruthless toward troubled conglomerates.
Among others, therefore, there is a Debt-for-Equity Swap as the only mathematically possible survival route. This will entail persuading the syndicate of the lenders who have provided the£36.9 billion in short-term credit lines to convert the claims on the debt into equity ownership. This is a typical troubled asset relief measure applied in immediate de-risking the balance sheet. Using debt to equity will allow the company to eliminate the interest payments due sooner, immediately raising the Interest Coverage Ratio and eliminating the cash leak. To the lenders, even though they might want cash back, it is a superior measure of recovery as compared to cents-on-the-dollar recovery they will have had in a formal liquidation (Carlyle Investment Management LLC, 2025). The plan is also consistent with the present trend of the so-called Private Equity-like interventions in the stock exchange that employs financial restructuring as an approach to reestablishing the operational level. The non-core asset divestitures must occur in parallel, although one should avoid selling valuable Intellectual Property that is needed by the Project C innovation strategy (McKinsey & Company, 2020).
[bookmark: _Toc217265202]4.2 Stakeholder and Operation Impact
The intended reorganization will be far reaching in terms of implications to the stakeholders of the firm and its operational flexibility. To lenders, the debt-for-equity swap makes them the owners and not creditors of the firm, and their interests are similar with the long-term recovery of the firm and not the short-term payment (Keown, Martin, and Petty, 2024). This removes the burden of the negative Interest coverage ratio and the operating cash flow formerly used to service the debt is not used to settle debt but to invest in the vital working capital amendments and the innovation of new products (Project C). To the current shareholders, dilution will be harsh, albeit it offers a price floor to the share price since it will eliminate the bankruptcy discount currently embedded in the stock (Mauboussin and Callahan, 2024).
Operationally, the decrease in debt service liabilities brings about the flexibility of the firm. In present times, the cash management and covenant compliance concerns of the management are entirely short-term; with restructuring, the executive team will shift the emphasis back to strategic growth and operational excellence (Jeyasingh, 2023). It further enhances the Z-Score by making Equity (X 4) and decreasing Liabilities, which could potentially put the firm out of the Grey Zone and rebuild the confidence of suppliers, who subsequently may relax payment terms, which further simplifies the working capital cycle (Setyopurnomo et al., 2025). This selfless circle of stabilizing the finances is the fundamental goal of the restructuring strategy, which establishes a stable base on which the new investment projects can be released.
[bookmark: _Toc217265203]4.3 International and Community Concerns
The reorganization of an international corporation such as General Electronics contributes to a weak geopolitical ecosystem being upset by the crisis in Ukraine and Middle East. These conflicts have structurally increased the cost of energy and logistics, for example, any restructuring plan that depends on the movement of goods across the borders has to consider increased costs of friction than during the pre-2022 period (Radjawane and Anas, 2025). Moreover, the regulatory framework in relation to Transfer Pricing and Base Erosion and Profit Shifting (BEPS) on the global scene has become more restrictive. When General Electronics considers the possible assets divestiture or debt restructuring in various jurisdictions, it has to be careful that it does not run afoul of the OECD guidelines that would impose huge tax penalties to destabilize the liquidity recovery. Any misstep, including the creation of a capital gains tax event in one of the relatively high-tax jurisdictions to settle the debt in another, would eat up the liquidity the restructuring is supposed to maintain (Ipaki and hosseni, 2025).
In contrast to the shareholder-primacy period of the past, current stakeholders, such as governments and investors with an interest in ESG, question the manner in which a troubled firm treats its employees (Briggs, 2025). Uncooperative layoff might result in strike or government rescue, especially in areas such as Europe where labor has a high protection. Thus, the reorganization should also consider ethical offboarding and retraining so that the downsizing does not appear as a liquidation of labor but rather as a change that has to be done to rescue the jobs left. This type of Just Transition is critical to its sustenance of the "Social License to Operate (Arm Holdings plc, 2025), as it prevents the needless brand backlash that may tend to drive the company out of its intended market consumers of its future Project C products (Flammer and Ioannou, 2021).


[bookmark: _Toc217265204]5.0 Investment Appraisal and Capital Budgeting
[bookmark: _Toc217265205]5.1 Investment Appraisal Method
The decision on the type of investment appraisal methodology is the most critical in deciding the best direction to be taken going forward. Due to the delicate financial status of the firm and the expensive cost of capital, Discounted Cashflow models, namely Net Present Value and Internal Rate of Return are put at the forefront compared to non-discounted approaches such as Payback Period and Accounting Rate of Return (Baliouskas et al., 2023, 2024). This reasoning is based on the principle of Time Value of Money; a pound to which a firm can receive today is much more valuable to the firm that has liquidity constraints than a pound that it can receive five years down the line (Berk and DeMarzo, 2020). NPV gives the direct estimate of shareholder wealth creation which is a final goal of turnaround. Although Payback Period provides an understanding of the speed of liquidity recovery, which is an essential consideration at General Electronics, it does not consider the cash flows after the payback point and does not take into account the risk-adjusted cost of capital, which is a secondary limitation of the tool over a primary decision-making tool (Setyopurnomo et al., 2025).
[bookmark: _Toc217265206]5.2 Comparative Projects Analysis of Projects A, B, and C
The relative comparison of the five investment projects should be put in the context not only as a financial decision, but as a strategic choice of the future identity of the company in a fast-changing industry. Project B (Maintenance) with the negative NPV of -£ 7.26m and the zero IRR is a strategy of a managed decline. To spend£30m to keep things the same is similar to the approach that saw a company such as Kodak or Nokia relegated to obsolescence; it does not take into account the technological changes in the field of AI and 5G that are defining the consumer electronics (Sharma, 2025). Through an industry that rival firms such as Apple and Huawei are investing billions in research and development to incorporate AI into their hardware, staying on par with them is tantamount to regression. Project B will ensure General Electronics is a "zombie company" - a company that is alive, but not economically significant (Keown, Martin, and Petty, 2024).
Project A (Expansion) is a good£1.33m NPV which is a mere more-of-the-same strategy. The decision to increase existing product lines in a market environment that is already saturated in the post-pandemic market, where demand is declining (as observed in Section 2.1) is a low-conviction bet. It is not a solution to the underlying problem that the products of the firm might be losing their relevance (Gotteiner et al., 2019).
The only project which suits the existential need of the current tech situation is project C (Innovation). Its NPV in£4.23m, and the IRR of 12.85 yields the highest financial returns, however, its strategic value is greater than the numbers. Its possible project, called Innovation, probably has to do with penetrating high-growth markets that include AI-enabled home appliances or energy-saving electronics, the one that the wider downturn has not yet led to but the demand in which continues to rise. Although the cash flows are fluctuating (£ 5m to£25m), the volatility is caused by the type of bets that are made in venture style to transform a legacy tech company (Nyagiloh and Kilika, 2020). The same way Microsoft managed to transition off Windows and into Cloud to jump-start growth, General Electronics needs to transition off old hardware and new innovative solutions. In absence of Project C, the restructuring process in Section 4.0 is meaningless as a debt free company with out-dated product has no future. Consequently, Project C is not only an investment, but the driver of the whole turnaround (Mauboussin and Callahan, 2024).
[bookmark: _Toc217265207]5.3 Capital Rationing Decision (£60m Constraint)
Strict £60 million capital rationing limit compels a mutually exclusive option of the viable alternatives. Project A (£40m) and Project C (£50m) cannot be financially managed by the firm since the sum total (£90m) is higher than the limit. This decision is hence based on the maximization of the total NPV subject to the £60m constraint (McKinsey & Company, 2020).
Option 1: Select Project A only. Cost: 40m. Total NPV: £1.33m. Residual Cash: £20m.
Option 2: Select Project C only. Cost: £ 50m. Total NPV: £4.23m. Residual Cash: £10m.
Combination: There is not a possibility of a combination within the cap.
The mathematical choice is undisputed: Project C. It produces more shareholder value of the project than Project A (£4.23m vs£1.33m) and manages the money at hand more effectively. Although it has less cash left over (£10m vs£20m), it is more strategic to invest in high growth innovation that would potentially transform the future of the company than a modest scale-up (Project A) that will barely move the needle (Infosys BPM, 2023).
[bookmark: _Toc217265208]5.4 risk assessment and Final recommendation
The last suggestion to go ahead with Project C should be balanced with the risk appraisal that is critical in accordance with the failing position of General Electronics. The first risk is the liquidity; Project C has periods of payback of 3.6 years, a little bit longer than 3.4 years under Project A. To a company in the Grey Zone, it is a huge risk to tie up£50m (The IFT, 2021). But the other- stagnation, or low-return investment, is sure to bring a slow death. Project C is the "Innovation" to turn around the sales drop which was observed in Section 2.1. This investment should be limited on the effective implementation of the Working Capital reforms (Section 3.0) and Debt Restructuring (Section 4.0) in order to avoid the liquidity risk. The £50m outlay is unpayable by the firm without the liquidity that the receivables will provide, as well as the breathing room the debt re-definancing will provide (Sinha and Mehta, 2023). Thus, it is proposed to have a coordinated implementation: to have strict gates to Project C funding release based on working capital milestones (Ipaki and Hosseni, 2025). This strikes a balance between the desperate need of long-term growth (NPV) and the existential need of short-term solvency.



[bookmark: _Toc217265209]6.0 Conclusion and Recommendations
The financial diagnosis of General Electronics shows a corporation at the later stages of distress where the operating profitability is at a disaster, and the cash reserves are at the lowest levels ever, and the capital structure is no longer sustainable. The Z-Score value of 2.82 can be used as a statistical alert that time is running out. Nevertheless, the situation can be recovered. The suggested turnaround plan is a three-party plan. First, Financial Stabilization by debt-to-equity swap in order to remove the negative interest coverage and solvency risk. Second, Operational Liquidity reform, which focuses on the reduction of Cash Operating Cycle through the factorisation of receivables and JIT inventory to unlock trapped cash (Ferreira et al., 2024). Third, Strategic Growth with the immediate approval of Project C, maximizing the returns on the small£60m capital investment in order to initiate the recovery of the future revenues. Such a roadmap needs a firm leadership and no unethical performance, yet it is the only possible way to keep General Electronics out of any insolvency and allow it to add value to its stakeholders (Boudia and Slevogt, 2025).
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A1. Horizontal Analysis (Trend Analysis)
Tracks the percentage growth or decline of key line items against the 2020 base year (Index = 100).
	Line Item
	2020 (Base)
	2021
	2022
	2023
	2024
	5-Year Trend Insight

	Net Sales
	100.0%
	97.9%
	88.3%
	68.4%
	64.2%
	Revenue has collapsed by ~36% since 2020.

	Cost of Sales
	100.0%
	97.8%
	89.1%
	73.6%
	64.1%
	Variable costs have tracked sales decline efficiently.

	Operating Expenses
	100.0%
	107.8%
	99.1%
	131.6%
	93.0%
	Fixed costs are "sticky"; expenses fell only 7% while sales fell 36%.

	Operating Income (EBIT)
	100.0%
	62.4%
	39.0%
	(228.9%)
	(41.0%)
	Profitability has been completely wiped out.

	Net Income
	100.0%
	13.7%
	1.1%
	(254.7%)
	(62.3%)
	The firm is now structurally loss-making.


A2. Vertical Analysis (Common Size Income Statement)
Expresses each line item as a percentage of Sales to isolate cost structure changes.
	Line Item (% of Sales)
	2020
	2021
	2022
	2023
	2024
	Critical Strategic Insight

	Net Sales
	100.0%
	100.0%
	100.0%
	100.0%
	100.0%
	

	Cost of Sales
	71.3%
	71.2%
	71.9%
	76.8%
	71.1%
	Gross margins have recovered to historical norms (28.9%).

	Operating Expenses
	22.6%
	24.9%
	25.4%
	43.5%
	32.7%
	CRITICAL ISSUE: OpEx has bloated from 22% to 33% of sales.

	Operating Income
	6.1%
	3.9%
	2.7%
	(20.3%)
	(3.9%)
	The loss is driven by the bloated OpEx ratio.
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Table B1: Profitability Ratios
	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Gross Margin
	GP / Sales
	28.67%
	28.76%
	28.06%
	23.20%
	28.87%

	Operating Margin
	EBIT / Sales
	6.06%
	3.87%
	2.68%
	(20.29%)
	(3.87%)

	Net Profit Margin
	Net Income / Sales
	6.28%
	0.88%
	0.07%
	(23.36%)
	(6.09%)

	ROCE
	EBIT / (Total Assets - Curr Liab)
	11.27%
	7.92%
	5.06%
	(43.81%)
	(9.27%)



Table B2: Liquidity Ratios
	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Current Ratio
	CA / CL
	1.82
	1.56
	1.56
	1.61
	1.53

	Quick Ratio
	(CA - Inventory) / CL
	1.15
	0.94
	0.91
	1.06
	1.03

	Cash Ratio
	Cash / CL
	0.32
	0.28
	0.31
	0.27
	0.17



Table B3: Asset Efficiency Ratios
	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Inventory Days
	(Inv / COGS) * 365
	100
	115
	131
	100
	103

	Receivable Days
	(Rec / Sales) * 365
	77
	78
	76
	98
	106

	Payable Days
	(Pay / COGS) * 365
	69
	79
	67
	64
	94

	Asset Turnover
	Sales / Total Assets
	1.20
	1.18
	1.08
	1.18
	1.22



Table B4: Gearing (Leverage) Ratios
Note: Debt Definition = Interest-Bearing Debt (Lines of Credit + Leases)
	Ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Debt-to-Equity
	Total Debt / Equity
	10.75%
	25.46%
	38.38%
	37.76%
	30.17%

	Interest Coverage
	EBIT / Interest Exp
	26.21x
	41.08x
	6.61x
	(19.69)x
	(4.55)x
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Model: Z = 1.2X1 + 1.4X2 + 3.3X3 + 0.6X4 + 1.0X5
	Component
	Metric
	2020
	2021
	2022
	2023
	2024
	Impact

	X1 (Weighted)
	Liquidity (1.2 * WC/TA)
	0.347
	0.283
	0.289
	0.330
	0.312
	Stable contribution.

	X2 (Weighted)
	Profit Accum. (1.4 * RE/TA)
	0.892
	0.906
	0.918
	0.915
	0.902
	Past profits masking failure.

	X3 (Weighted)
	Efficiency (3.3 * EBIT/TA)
	0.241
	0.150
	0.095
	(0.791)
	(0.156)
	MAJOR DRAG: Op. Losses.

	X4 (Weighted)
	Solvency (0.6 * Eq/TL)
	0.954
	0.706
	0.683
	0.607
	0.540
	Declining solvency buffer.

	X5 (Weighted)
	Activity (1.0 * Sales/TA)
	1.205
	1.179
	1.077
	1.182
	1.221
	Turnover consistent.

	TOTAL Z-SCORE
	
	3.64
	3.22
	3.06
	2.24
	2.82
	

	Status
	
	Safe
	Safe
	Safe
	Grey
	Grey
	High Risk
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Formula: COC = Inventory Days + Receivable Days - Payable Days
	Year
	Inventory Days (+)
	Receivable Days (+)
	Payable Days (-)
	Cash Operating Cycle (=)

	2020
	100
	77
	(69)
	108 Days

	2021
	115
	78
	(79)
	114 Days

	2022
	131
	76
	(67)
	140 Days

	2023
	100
	98
	(64)
	134 Days

	2024
	103
	106
	(94)
	115 Days
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Parameters: Discount Rate (r) = 10% | Capital Rationing Limit = £60,000,000
Project A: Expansion (Investment: £40m)
	Year
	Cash Flow (£m)
	Discount Factor (10%)
	Present Value (£m)
	Cumulative Cash Flow (£m)

	0
	(40.00)
	1.000
	(40.00)
	(40.00)

	1
	10.00
	0.909
	9.09
	(30.00)

	2
	12.00
	0.826
	9.91
	(18.00)

	3
	14.00
	0.751
	10.51
	(4.00)

	4
	10.00
	0.683
	6.83
	6.00

	5
	8.00
	0.621
	4.97
	14.00

	Total
	14.00 (Net Profit)
	
	NPV: £1.31m
	


Key Metrics & Formulas:

1. Net Present Value (NPV): £1.31m
Formula: Σ(PV Inflows) - Initial Investment = 41.31 - 40.00

2. Payback Period (PBP): 3.4 Years
Formula: Full Years + (Unrecovered Amount / Cash Flow in Next Year)
Calculation: 3 Years + (4 / 10) = 3.4

3. Accounting Rate of Return (ARR): 14.0%
Formula: (Average Annual Profit / Average Investment) × 100
Calculation: ((14 ÷ 5) / ((40 + 0) ÷ 2)) = 2.8 / 20 = 14.0%

4. Profitability Index (PI): 1.03
Formula: PV of Inflows / Initial Investment = 41.31 / 40.00

5. Internal Rate of Return (IRR): 11.41%
Formula: Linear Interpolation between 10% (NPV +1.31) and 15% (NPV -3.32)
Project B: Maintenance (Investment: £30m)
	Year
	Cash Flow (£m)
	Discount Factor (10%)
	Present Value (£m)
	Cumulative Cash Flow (£m)

	0
	(30.00)
	1.000
	(30.00)
	(30.00)

	1
	6.00
	0.909
	5.45
	(24.00)

	2
	6.00
	0.826
	4.96
	(18.00)

	3
	6.00
	0.751
	4.51
	(12.00)

	4
	6.00
	0.683
	4.10
	(6.00)

	5
	6.00
	0.621
	3.72
	0.00

	Total
	0.00 (Net Profit)
	
	NPV: (£7.25m)
	


Key Metrics & Formulas:

1. Net Present Value (NPV): (£7.25m) [REJECT]
Formula: Σ(PV Inflows) - Initial Investment = 22.75 - 30.00

2. Payback Period (PBP): 5.0 Years
Calculation: 30 Investment / 6 Annual Inflow = 5 Years (Breakeven at end of life)

3. Accounting Rate of Return (ARR): 0.0%
Calculation: ((0 ÷ 5) / 15) = 0%


4. Profitability Index (PI): 0.76
Formula: 22.75 / 30.00

5. Internal Rate of Return (IRR): 0.0%
Note: Total inflows exactly equal initial investment (undiscounted).
Project C: Innovation (Investment: £50m)
	Year
	Cash Flow (£m)
	Discount Factor (10%)
	Present Value (£m)
	Cumulative Cash Flow (£m)

	0
	(50.00)
	1.000
	(50.00)
	(50.00)

	1
	5.00
	0.909
	4.55
	(45.00)

	2
	10.00
	0.826
	8.26
	(35.00)

	3
	20.00
	0.751
	15.02
	(15.00)

	4
	25.00
	0.683
	17.08
	10.00

	5
	15.00
	0.621
	9.32
	25.00

	Total
	25.00 (Net Profit)
	
	NPV: £4.23m
	


Key Metrics & Formulas:

1. Net Present Value (NPV): £4.23m [ACCEPT]
Formula: Σ(PV Inflows) - Initial Investment = 54.23 - 50.00

2. Payback Period (PBP): 3.6 Years
Calculation: 3 Years + (15 Unrecovered / 25 Cash Flow in Year 4) = 3.6

3. Accounting Rate of Return (ARR): 20.0%
Calculation: ((25 Profit ÷ 5) / ((50 + 0) ÷ 2)) = 5.0 / 25.0 = 20.0%

4. Profitability Index (PI): 1.08
Formula: 54.23 / 50.00

5. Internal Rate of Return (IRR): 12.86%
Formula: Linear Interpolation between 10% (NPV +4.23) and 15% (NPV -3.17)
Final Decision Summary
	Metric
	Project A
	Project B
	Project C
	Decision Criteria

	Initial Cost
	£40m
	£30m
	£50m
	Must be < £60m

	NPV
	£1.31m
	(£7.25m)
	£4.23m
	Maximize Wealth

	IRR
	11.41%
	0.00%
	12.86%
	Highest Efficiency

	PI
	1.03
	0.76
	1.08
	Value per £ Invested

	Recommendation
	Reject
	Reject
	ACCEPT
	Select Project C
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The following notes detail the source data and formulas used to ensure strategic accuracy.
1. Profitability & ROCE
· Operating Income: Uses "Operating income (loss)" line from the Income Statement (EBIT).
· ROCE Calculation: The denominator used is Capital Employed, defined as Total Assets minus Current Liabilities. This accurately measures the long-term capital invested in the business.
Verification (2024): (15,297) / (323,354 - 158,291) = -9.27%.
2. Gearing (Debt-to-Equity)
· Definition of Debt: "Total Debt" is strictly defined as Interest-Bearing Liabilities (Lines of Credit + Leases).
· Formula Inputs: Total Debt = Lines of Credit (Current) + Operating Lease Obligations (Long-Term).
· Justification: Including Accounts Payable in "Total Debt" would distort the leverage ratio, as trade credit is non-interest bearing.
Verification (2024): (£36,960 + £9,232) / £153,105 = 30.17%.
3. Efficiency Ratios (Days Calculation)
· Convention: A 365-day year is used for all "Days" calculations.
· Receivable Days: Calculated as (Accounts Receivable / Sales) × 365.
Verification (2024): (114,182 / 394,879) * 365 = 105.5 (rounded to 106).



Liquidity Ratios

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	0.94	0.91	1.06	1.03	Cash Ratio	2020	2021	2022	2023	2024	0.32	0.28000000000000003	0.31	0.27	0.17	



Asset Effciency Ratios

2020	Inventory Days	Receivable Days	Payable Days	Asset Turnover	100	77	69	1.2	2021	Inventory Days	Receivable Days	Payable Days	Asset Turnover	115	78	79	1.18	2022	Inventory Days	Receivable Days	Payable Days	Asset Turnover	131	76	67	1.08	2023	Inventory Days	Receivable Days	Payable Days	Asset Turnover	100	98	64	1.18	2024	Inventory Days	Receivable Days	Payable Days	Asset Turnover	103	106	94	1.22	Inventory Days	Receivable Days	Payable Days	Asset Turnover	



Gearing Ratios

Debt-to-Equity	2020	2021	2022	2023	2024	0.1075	0.25459999999999999	0.38379999999999997	0.37759999999999999	0.30170000000000002	Interest Coverage	2020	2021	2022	2023	2024	0	0	0	0	0	



Altman Z score

X1 (Weighted)	2020	2021	2022	2023	2024	0.34699999999999998	0.28299999999999997	0.28899999999999998	0.33	0.312	X2 (Weighted)	2020	2021	2022	2023	2024	0.89200000000000002	0.90600000000000003	0.91800000000000004	0.91500000000000004	0.90200000000000002	X3 (Weighted)	2020	2021	2022	2023	2024	0.24099999999999999	0.15	9.5000000000000001E-2	-0.79100000000000004	-0.156	X4 (Weighted)	2020	2021	2022	2023	2024	0.95399999999999996	0.70599999999999996	0.68300000000000005	0.60699999999999998	0.54	X5 (Weighted)	2020	2021	2022	2023	2024	1.2050000000000001	1.179	1.077	1.1819999999999999	1.2210000000000001	TOTAL Z-SCORE	2020	2021	2022	2023	2024	3.64	3.22	3.06	2.2400000000000002	2.82	



Working Capital Management Cycle

2020	Inventory Days (+)	Receivable Days (+)	Payable Days (-)	Cash Operating Cycle (=)	100	77	-69	0	2021	Inventory Days (+)	Receivable Days (+)	Payable Days (-)	Cash Operating Cycle (=)	115	78	-79	0	2022	Inventory Days (+)	Receivable Days (+)	Payable Days (-)	Cash Operating Cycle (=)	131	76	-67	0	2023	Inventory Days (+)	Receivable Days (+)	Payable Days (-)	Cash Operating Cycle (=)	100	98	-64	0	2024	Inventory Days (+)	Receivable Days (+)	Payable Days (-)	Cash Operating Cycle (=)	103	106	-94	0	



Profitability Ratios

Gross Margin	2020	2021	2022	2023	2024	0.28670000000000001	0.28760000000000002	0.28060000000000002	0.23200000000000001	0.28870000000000001	Operating Margin	2020	2021	2022	2023	2024	6.0600000000000001E-2	3.8699999999999998E-2	2.6800000000000001E-2	-0.2029	-3.8699999999999998E-2	Net Profit Margin	2020	2021	2022	2023	2024	6.2799999999999995E-2	8.8000000000000005E-3	6.9999999999999999E-4	-0.2336	-6.0900000000000003E-2	ROCE	2020	2021	2022	2023	2024	0.11269999999999999	7.9200000000000007E-2	5.0599999999999999E-2	-0.43809999999999999	-9.2700000000000005E-2	
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