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[bookmark: _Toc214722389]Introduction 
The purpose of the report is to critically evaluate challenges faced by General Electronics during the past five years in terms of financial and overall health of the entity. The report strives to discover the core problems of GE in terms of liquidity, profitability, and solvency position. General Electronics is a multinational company in the consumer electronics industry.  The financial performance of GE will be analysed using various key ratios, a cash flow statement, and suggesting a way out strategy to become sustainable. Furthermore, the broad scope of the report is to recommend a restructuring plan and potential investments through budgeting and forecasting to improve its financial performance.
[bookmark: _Toc214722390]Financial Health Check 
Ratio analysis is a tool to analyse a company’s financial health in terms of profitability, liquidity, solvency, and leverage by examining its overall financial statement. The broadly used key ratios are Liquidity ratio, Profitability ratio, Gearing or Leverage ratio, Investment ratio, Efficiency ratio, and Cash Flow ratio (Ginting, 2021). The objective of the study is to evaluate the financial strength and weaknesses of General Electronics through ratio analysis.
[bookmark: _Toc214722391]Profitability ratios 
A Profitability ratio determines a company’s ability to generate profit from its assets, total equity, and revenue sources (Fadillah et al, 2024). From Appendix 1, it can be seen that General Electronics' trend of Gross profit has been the same throughout 2020 to 2024. According to Appendix 2, GE’s gross profit is over 28% except 23% in 2023, suggesting GE’s strength in its operation to maintain a stable cost and price (Haralayya, 2021). 
By following Appendix 3, it can be found out GE’s operating profit has been downward since 2020, except in 2023. From the Appendix 2 table, it can be interpreted that GE’s total expenses outweighed its operating profit due to a negative operating profit ratio of 3.87% as of 2024. This threat indicates GE’ business operation is loss-making and has high expenses (Astuti, 2021).
From Appendix 4, it is seen that GE has a negative and downsized trend in its net profit, suggesting heavy losses over revenue. Hence, from Appendix 2, it can be interpreted that GE’s negative net profit ratio of 6.09% as of 2024 suggests a significant decline in revenue. This threat depicts GE has a poor cost strategy or inefficient price management structure (Widiasmara et al, 2022). In the DuPont model, the profit margin determines an entity’s financial performance in terms of profitability (Jani, 2021). Thus, following the DuPont model, it is seen that GE’s net profit margin position has decreased, and it is unable to generate profit as an ongoing entity. 
[bookmark: _Toc214722392]Liquidity ratios 
The Liquidity ratio helps determine a company’s liquidity position, such as its ability to pay off short-term debts with current assets (Lalithchandra and Rajendhiran, 2021). From Appendix 6, it can be seen that GE has a downward trend in its current ratio from 2020 to 2024. By looking at Appendix 5, it is understood that GE’s current ratio is 1.53 times as of 2024. As a result, it is facing the threat of reduced creditworthiness, weakened short-term paying ability, and high borrowing expenses (Kosasih and Maria, 2022).
According to Appendix 7, it can be understood that GE’s trend of Quick ratio is almost similar from 2020 to 2024. Therefore, following Appendix 5, it can be said that GE’s ability to meet short-term obligations has been slightly decreased by 0.03 (1.06 -1.03) times as of 2024 (FIDRIA, 2025). It indicates GE is facing a threat from reduced financial stability and liquidity position.
Similarly, Appendix 8 depicts that its cash ratio is facing downward trends from 2020 to 2024. Thus from the Appendix 5, it can be interpreted, GE’s reduced cash ratio was 0.17 times in 2024. It denotes that GE is facing a threat of high financial risk and cash shortage (Chairunisa et al, 2023).
[bookmark: _Toc214722393]Efficiency ratios 
Efficiency ratio describes how efficiently an entity generates revenue to earn profit using its assets (Rashid, 2021). From Appendix 10, it can be seen that GE’s asset turnover has a rising trend except in 2022, where it is 1.08 lower than ever. Thus, from Appendix 9, it can be interpreted that GE’s 1.22 increase in its Asset turnover as of 2024 suggests its strength to successfully be able to generate revenue using its assets (Gunawan et al, 2022).
Following Appendix 11, it is seen that GE’s Fixed asset turnover has a rising upward trend since 2020. From Appendix 9, it can be said that there is an increase in GE’s fixed asset turnover as of 2024. It suggests GE’s strength in effective asset management to use its property, plant, and equipment and other fixed assets to generate revenue (Dini et al, 2022).
[bookmark: _Toc214722394]Gearing ratios 
The Gearing ratio or leverage ratio helps to understand a company’s reliance on debt funds and owners’ equity (Ezennia and Amahalu , 2024). From Appendix 13, it can be seen that GE’s Interest coverage ratio has emerged from a negative to a positive trend line. Thus, from Appendix 12, it can be analysed that GE is facing a threat from very low operating income or EBIT, resulting in bankruptcy and financial instability (Setiany, 2021).
Similarly, from Appendix 14, it is seen that GE has a rising trend in its Debt to Capital ratio it depends highly on debts. Thus, from Appendix 12, it can be interpreted that GE is a highly geared or leveraged firm; although GE faces threat from high financial risks and reduced operating flexibility (Rahmawati and Hadian, 2022).
Appendix 15 indicates that GE has an upward rising trend in its Debt to Capital ratio, however; its declining trend in 2024 compared to the past years. From Appendix 12, it can be said that GE’s Debt to capital ratio is lowered from 0.06 to 0.05 in 2024. Following the trade-off theory, GE's dependence on debt is proportional to its total debt plus equity, which is highly risky for GE and reduces financial flexibility resulting in high interest on expenses. The Trade-off theory suggests using debt funds as leverage to build-up an optimal capital structure (Ai et al, 2020). 
[bookmark: _Toc214722395]Investment ratios 
Investment ratio is used to derive a company’s profitability through investing in assets, equity, and other investments (Panigrahi and Vachhani, 2021). From Appendix 17, it can be seen that GE’s ROA is reduced in a downward trend. Thus, following Appendix 16, it can be interpreted that GE’s negative 7.43% ROA, it is unable to earn profit by investing in assets and attract investors for investments (Tantra et al, 2022).
From Appendix 18, it can be viewed that GE’s ROIC has become -12% from almost 12% positive in 2020. Henceforth, it can be said that analysing Appendix 16 GE’s profit-generating ability has significantly decreased and is facing a threat due to its inability to pay dividends, and generate profit using its investments (Gaytán Cortés, 2025).
Similar to ROIC, GE’s rate of ROA has a downward falling trend since 2020, as can be seen from Appendix 19. Thus, following Appendix 16, it can be interpreted that GE is facing a threat of fewer investors and the company's overall reputation (Putri and Putri 2023). 
[bookmark: _Toc214722396]Cash flow ratios 
Cash flow ratio helps to determine a company’s ability to discharge debt obligations using its operating income (Itan and Riana, 2021). From Appendix 20, it is viewed that GE’s cash flow to debt ratio has a downward facing trend and decreased to 1.61 in 2024. From Appendix 23, it can be seen that GE is facing threat from increased financial risk, increased borrowing costs, and a low credit rating (Pompeng and Rambak, 2022).
From Appendix 21, it can be seen that GE has a significant downsizing trend of 0.04 in its Cash flow margin in 2024. Thus, from Appendix 23, it can be interpreted, similar to Cash flow to debt, GE is facing a threat from its Cash flow margin as well and decreased to 0.09 in 2024. As a result, it is facing threat from financial distress, meeting daily operating expenses, and failure in generating revenue (Itan and Riana, 2021).
Appendix 22 shows that GE has a declining trend in its Operating cash flow ratio. Henceforth, referring to Appendix 23, it is seen that GE is unable to generate profit with its operating cash flow and suffering from high threats such as reduced inventory, inability to pay debts, and daily expenses (Sugiana and Hidayat, 2023).
[bookmark: _Toc214722397]Corporate Failure Prediction: Altman Z-Score 
Altman Z-Score is a framework used to forecast a company’s chances of going bankrupt in terms of its liquidity, profitability, leverage, and solvency performance (Alcalde et al, 2021). It uses mainly five key ratios to predict the liquidity position of a given entity, and each ratio is weighted using values, starting from 1.2, 1.4, 3.3, 0.6, and 1.0 at the end. Thereafter, it categorises the company into gray (1.81 to 2.99), safe (>2.99) and distress (<1.81) areas (Rashid et al, 2023). As can be seen from Appendix 24, General Electronics’ 2.82 scoring suggests that GE is in the gray zone, indicating it is not in immediate danger, although it is not in the safe zone as well. Therefore, it requires continuous monitoring to get to the safe area and become financially stable to mitigate the probable chances of going bankrupt from a CFO’s point of view (Cındık and Armutlulu, 2021).
[bookmark: _Toc214722398]Working Capital Management Analysis 
Working capital management can be defined as an entity’s ability to meet its daily operating expenses using its current assets. An improved working capital structure is necessary for smooth business operation to maintain increased creditworthiness and flexibility of quick cash generation ability. To understand General Electronics’s quick cash generation and short-term obligation meeting ability, a Cash Conversion Cycle analysis can be done.
[bookmark: _Toc214722399]Cash Operating Cycle (COC) Analysis 
Cash Conversion Cycle (COC)is the periodic ongoing process of a company of getting its cash back from its total investments. This cycle continues from investing liquid cash assets and eventually ends with cash from operations (Aldubhani et al, 2022). 
From Appendix 25, it can be seen that GE’s Accounts receivable days or cash collection period have increased over the years. Its debtors velocity of 105 days as of 2024 suggests that GE is inefficient in cash collection from its debtors. As a result, GE suffers from strain in liquidity and increased cost (Kalyan, 2024).
Furthermore, GE’s Accounts payable days or payment to suppliers period has increased from 2020 to 2024. As of 2024, GE’s creditors velocity or time to pay off its creditors is 84 days more than in the past years, indicating GE’s inability to pay off its suppliers within due time. As a result, GE can face threats such as poor vendor relationships, decreased creditworthiness, and weakening overall financial health (Dibie, 2022).
Similarly, GE’s inventory velocity has an increasing effect compared to 2020 to 2024. It indicates GE is ineffective in its inventory management operation and in generating revenue from its speedy inventory turnover. As a result, GE faces high handling, storage costs, and reduced cash flows (Penske Logistics, 2025).
GE’s overall Cash Conversion Cycle (CCC) has increased from 53 days to 130 days from 2020 to 2024, as can be seen from Appendix 35. From the above, it can be said that the reason behind GE’s increase in Cash Cycle is due to the impact of its high receivables, payables, and inventory velocity. As a result, it impacted GE’s overall operating obligation meeting ability.
[bookmark: _Toc214722400]Reasons for inefficiency 
Reasons for GE’s high Cash Conversion Cycle:
External and Internal factors: General Electronics’ 105-day rising trend of debtors velocity suggests its poor time management in cash collection. The reason behind GE’s increased Accounts receivable days as of 2024  can be from both external as well internal inefficiencies. Internal factors such as poor cash and cost management and external factors such as environment, volatile market conditions or unsatisfied customers can affect the increase of accounts receivable days (Emagia, 2025a).
Ineffective cost management: The main reasons for high accounts payable days indicate outstanding payments (DPO) to its suppliers. GE’s increased 84-day creditors velocity compared to 35 days as of 2020 indicates its poor cost management and relationship with its vendors. It could be from disorganised cash and cost management or other financial difficulties (Basyith et al, 2021).
Poor performance and inventory management: As of 2024, GE’s increase of 109 days' average inventory period suggests it is not able to properly manage its inventory. As a result, it affects the sales and increases in handling, godown, and other incidental  costs. The increase in GE’s Average inventory days could occur from its poor market performance or fault in its products and services. Another reason behind GE’s high Average inventory days could be from a hidden series of problems, such as ineffective inventory management, sales performance, and other internal factors (Soliman, 2025).
Thus, from the above, it can be said that GE’s Cash Conversion Cycle has increased throughout the year, following various reasons that it needs to mitigate to become profitable.
[bookmark: _Toc214722401]Short-term vs long-term financing 
Short-term vs long-term financing options for GE’s turnaround strategy:
Short-term: GE ‘s should consider taking short-term loans in its capital structure, comparing its increased total current liabilities of £158,291 million, including accrued compensation, lines of credit, and trade payables in 2024. To address its immediate short-term obligations and daily operating expenses, GE should support its daily operation and sustain its liquidity position (Zheng et al, 2023). However, to go back to its previous form and mitigate all threats that exist, it needs a long-term financing option as a way-out strategy.
Long-term: GE should think of long-term financings as well, more than it has in its capital structure. Comparing its total long-term liabilities of £170,249 million, including accrued income taxes, lease obligations, and deferred income taxes as of 2024. Henceforth, GE should consider borrowing further debt options and offering equities to strengthen its capital structure (White, 2025).
Therefore, considering General Electronic’s loss-making position and negative indications, it can be said GE needs both long-term and short-term financing options for its turnaround.
[bookmark: _Toc214722402]Improvement strategies 
To improve its overall Cash Conversion Cycle (CCC), GE should improve its Accounts receivable days, Accounts payable days, and average inventory days. Improvement of the Cash cycle suggests a company’s improved cash flow management and efficient working capital management (Ishikawa et al, 2025). To improve its cash collection period or Accounts receivable days, GE should enable a worthy credit management, proper allocation of invoices, on time-collection practices, and set credit limits in its operations (Van Deventer, 2023). Similarly, to stabilise its Accounts payable days, GE would require a balanced approach of proper cost management and strong supplier relations. It should utilise the discount facilities by the creditor paying suppliers promptly, properly maintain the general ledger, negotiate payment terms, and form a strong business relationship (Odey, 2021). Lastly, GE can improve its average inventory days by using safety stock practices in different situations, tools like Just-in-Time inventory management and optimal ordering strategy (Defacto, 2025). This way, General Electronics can improve its overall Cash Conversion Cycle to become flexible and meet daily operating obligations.
[bookmark: _Toc214722403]Strategic Financial Restructuring Plan 
Analysing General Electronics’ overall financial health using financial ratio analysis and ineffective working capital management, it is certain that GE requires a restructuring strategy to improve its financial stability and become profitable. The various restructuring plan options have been presented to GE to choose suitable strategies to mitigate its financial distress.
Restructuring options and evaluating their impact 
There exist various restructuring options for companies to diversify their business operations, such as Acquisition, Merger, Divestiture, Equity Injection, and so on (Potharla, 2025). Below are the key restructuring plans that are widely used by companies to become diversified:
[bookmark: _Toc214722404]Divestiture
Divestiture is a restructuring strategy where a company liquidates or sells its part of a business unit or subsidiary. This type of restructuring strategic plan is mainly focused on reducing costs from non-performing assets or business units, paying off debts, and improving effective cost management (Pearce II and Patel, 2022). Using a divestiture strategy GE can mitigate its financial distress by meeting daily operating expenses, repaying its debts and creating a liquid reserve (Akkannavar, 2021). Moreover, it can be said that by using a divestiture strategy, GE can significantly increase its shareholders’ value to fulfil their motive to achieve profitability (M&A Community, 2025). Similarly, it can impact debt structure by repaying its borrowed funds and by adopting divestiture strategy and as a result, it can increase its overall operational flexibility (Pebl, 2025). However, adopting a divestiture strategy is more complex than mergers and acquisitions. GE can face disadvantages like loss of intellectual property, shared asset utilisation, synergy benefits, and reduced goodwill (Ansarada, 2025).
[bookmark: _Toc214722405]Acquisition 
An Acquisition strategy is a diversification plan, where a company acquires another company to achieve its organisational objectives. Acquisition strategy is integral for internationalisation as, using this strategy, companies can benefit from the local international market (ActiveDev, 2025). GE can use an acquisition strategy to build itself a competitive edge by achieving economies of scale, diversifying risks, and expanding its market presence (M&A Community, 2024). Similarly, using an acquisition strategy, GE can increase its shareholders’ value to achieve profitability through investment opportunities (Setu and Rothman, 2023). Moreover, it can help to reduce GE’s default debt risk by paying off its debts and considering taking new loans to strengthen its leverage position (Wang et al, 2021). As a result, GE sustains a flexible business operation to become profitable. However, acquisition can be costly, and even though it may purchase another entity, it would be hard to continue its existing business operations (Niedzwiedz, 2023). 
[bookmark: _Toc214722406]Equity Injection
Equity injection can be defined as an investment in a company, in the form of equity or liquid cash to provide funding. Equity injection strategy is mostly used when a company has been going through financial distress and is facing heavy losses (Chen, 2024). Following an Equity injection strategy, GE can improve its solvency and liquidity position to become financially viable (Equirus, 2025). It can have both positive and negative impacts on a business depending on its utilization of the funds. Equity injection can help GE to maximise its shareholders value and mitigate debt obligations to achieve a successful and flexible operational efficiency by achieving shareholders’ objective (PVW Partners, 2023). However, there exists risk with an equity injection, such as, Government-imposed restrictions, increased debt burden and future profit sharing with the investors (Equirus, 2025).
[bookmark: _Toc214722407]Merger
Merger is a diversification strategy where two companies come together to form a new entity to achieve their mutual goal. Companies form mergers to become financially strong, utilise common resources and share risk and rewards equally (Open Oregon, 2025). By forming mergers with financially strong companies, GE can achieve high economies of scale, share risks mutually, and establish geographical existence to build up its brand name (Corporate Counsels, 2024).  However, there is no positive or certain benefit of merger in increasing shareholders value. For a short-term period, Merger may provide benefits, although it is not really for the long run in benefiting shareholders wealth (Upadhyay, 2021). On the other hand, a merger helps to mitigate the debt obligations and improve the levels of debt structure, which could be beneficial to GE. Hence, using merger GE can improve its debt structure by increasing capacity and lowering its cost of debt, ultimately achieving flexible operational efficiency (Levine and Yu, 2021). However, the major drawbacks associated with a merger strategy are that it is not always able to meet the shareholders’ expectations. Indicating, high costs of forming merger, legal, cultural and other challenges (Aksoy, 2021).
From the above, it can be said that the most suitable restructuring strategies for GE would be Divestiture and Acquisition. These strategies are recommended due to their leveraging effect of reducing GE’s overall financial distress and ability to achieve its shareholders objective to increase their wealth. Importantly, these strategies will be beneficial to GE to improve its debt structure and maintain a flexible operational efficiency. Though a merger may be able to provide equal benefits, the effect of merger on shareholders’ value is not certain, and the benefits are time-bound. Despite the advantages of divestiture and acquisition, they have equal drawbacks as well. These strategies are costly to undertake and include high complexities such as loss of synergy benefits, resources, and brand name.
[bookmark: _Toc214722408]International and ethical consideration 
Currency Risk and Inflation
Inflation and currency have potentially impacted the consumer electronics industry on its products, and eventually the cost of living. It may have a negative impact on GE’s consumers' buying preference and their patronage (Jeffords, 2025). Due to a rise in inflation, it is increasing the price of raw materials, labour costs, and as a result, it is changing the buyers behaviour (Numerator, 2022). Currency exchange risks are equally responsible for the price hike in the raw materials of electronic companies, as for GE (Venture Outsource, 2025). In GE’s current loss-making position, as a CEO, the top priority should focus on creating a strategic plan to address these challenges to improve its effective cost management and its impact on GE. The CFO should implement a risk management plan to assess and diminish identified risks and a proper strategic plan for moving forward to achieve business goals (DeLoach, 2022). 
Ethical consideration and CSR
Adhering to Corporate Social Responsibility (CSR) and ethical considerations for consumer electronics companies, GE can strive to establish a strong customer relationship, build trust, and create brand loyalty (Datta and Singh, 2023). Henceforth, it can be said that CSR and ethical responsibilities can help GE to re-establish its market position, brand goodwill, and sustain profitability to become financially fit. Thus, as a CFO of GE, the top priority should be to abide by the legal, ethical considerations, CSR implementation, and other compliances. As a result, GE would be able to create strategic planning, risk management structure, and achieve an effective operational management (KEY ESG, 2024).
Taxation
Taxation creates a heavy impact on the product prices of the consumer electronics industry. Similarly, it can ease the burden of consumers by reducing taxation policies. Products with lower taxes encourage consumers to purchase alternative products, which may vary from product to product. Most importantly, tax on electronic products is a crucial source of revenue which could be beneficial to GE to increase its revenue stream (Sodawala and Gharpurkar, 2023). As a CFO of General Electronics, the primary focus should be on overseeing GE’s compliance with governmental tax policies to ensure that it meets GE’s timely tax requirements (Britton, 2024).
[bookmark: _Toc214722409]Investment Appraisal and Capital Budgeting 
Capital budgeting can be defined as the process of evaluating a project's cash flow generation for the long run mainly, used for equipment and other long-term investments. The basic budgeting techniques are Payback Period, Discounted Payback, Net Present Value, Profitability Index, and Internal Rate of Return (Association for Financial Professionals, 2025). By using the capital budgeting metrics, the study strives to evaluate the suitable long-term project for GE’s investment options to recover its financial viability.
[bookmark: _Toc214722410]Theoretical Overview 
Payback Period (PBP)
Payback period is one of the basic capital budgeting techniques for capital investment options. It is easy to use and evaluate a projects’ financial viability (Sinaga et al, 2023).
Accounting Rate of Return (ARR)
ARR capital budgeting tool measures a project’s profitability by dividing the average annual income by the total capital outlay (Kadam and Singh, 2025).
Net Present Value (NPV)
Adhering to the time value of money, net present value calculates a project's feasibility in terms of achieving the expected return on the invested capital. Projects are selected if they are more than or equal to one (Sinaga et al, 2023).
Profitability Index (PI)
The profitability index evaluates a project's viability by dividing the sum of discounted cash inflows by the total capital outlay or discounted outlay (Kadam and Singh, 2025). 
Internal Rate of Return (IRR)
IRR helps to evaluate a project or investment’s financial viability and calculates the discounting rate when the NPV is equal to zero (Wang, 2021).
[bookmark: _Toc214722411]Analysis of Investment Projects 
Payback Period
There’s no fixed time for a good payback period, although 3-5 years is considered a common payback period for project appraisal (CoCountant, 2025). From Appendix 26, it can be seen that using the payback period, Project A can recover its initial cost within 3.04 years or approximately 4 years. This is due to the uneven cash inflows in Project A. Thus, by choosing Project A, it will take a longer period to cover its initial investment in its current loss-making position. Similarly, it is seen project B can recover its initial investment within 1 year, due to its uniform annual cash inflows. Therefore, it can be said, if GE selects Project B that there's a chance that it can recover its investment cost within a year and pay off its financial obligations to become financially stable. It is seen that, similar to Project A, Project C also requires approximately 4 years to recover its initial cost invested. This is due to its uneven cash inflows for 5 years. Henceforth, it can be derived that, similar to Project A, Project B would take more than a year to recover its initial cost, which will be difficult for GE in its current financial distress.
Accounting Rate of Return (ARR)
ARR is selected based on the criteria of comparing each project's annual rate of return. If a project's evaluated rate of return is more than or equal to the other projects’ rate of return, then the project is selected (Emagia, 2025b). From Appendix 27, it can be seen that using the ARR method, Project A is able to secure an annual rate of 10.8%. Thus, it can be said GE can opt to choose Project A, as it would provide GE with a high rate of return to achieve its overall objective. Again, it can be interpreted that Project B has the lowest rate of return in comparison with the other projects. It can be seen that Project B would not be able to help in GEs’ overall objective of retaining growth. Thus, to recover GE’s overall financial stability, Project B is not suitable to meet its restructuring plan. However, it can be evidenced that Project C has the highest average rate of return in comparison with the other projects. Therefore, Project C can help GE recover more than its initial investment of £50m to support its restructuring plan. 
Net Present Value
Net present Value helps to evaluate the current value of the probable future cash flow on which investments are made. A project is accepted if its NPV is positive and rejected if it is less than or negative (Dai et al, 2022). From Appendix 28, it can be evidenced that Project A has a positive NPV of 1.324, indicating it is able to generate profit and is considered worth investing in. Thus, Project A can help to provide remedial actions in recovering GE’s financial distress. On the other hand, Project B’s NPV has -7.255 negative NPV as its discounted cash inflows are less than its total investment plan. Hence, it can be said that Project B would not be able to help in recovering GE’s financial health. Furthermore, it can be interpreted from Appendix 28, Project C has the potential to recover more than GE’s total investments due to the high and positive NPV of 4.225. Thus, it can be said that Project C, among others, can help it reduce its financial burden and achieve profitability.
Profitability Index (PI)
With the Profitability Index, projects are ranked on the basis of their profit-generating ability in the long run. If a project is more than 1.00, the project is selected, and if it is less than 1.00, the project is rejected (Failasufa and Mukhtaruddin, 2025). From Appendix 29, it can be interpreted that Project A has PI >1, indicating it is able to generate future cash inflows with a high probability of growth. Thus, it can help GE to recover its financial stability and restructure its organisation. On the other hand, Project B’s PI<1, which suggests it is a loss-oriented project. Thus, investing in Project B would not be suggested. However, Project C equally has the potential to generate revenue and recover total investment with its high PI of 1.085. Thus, it can be said that promisingly, GE can recover its overall financial health by investing in Project C.
Internal Rate of Return 
Projects are selected in IRR when the evaluated project's rate meets or exceeds the expected rate of return (Tipalti, 2024). From Appendix 30, it can be seen that Project A has a high IRR of 17.9%, indicating it is a profitable investment. Thus, Investment in Project A, would be highly profitable for GE to address its financial shortcomings and become profitable. Project B’s internal rate of return of 4.7% indicates it is equally able to generate profit and recover its total capital outlay. Thus, it is seen that Project B can help to mitigate GE’s financial distress; however, its IRR is significantly lower than Project A. On the other hand, Project C has second place after Project A, indicating its high IRR of 14.52%. Hence, by investing in Project C, GE can recover its financial health and meet its debt obligations.
From the above analysis, it can be said, considering the payback period, Project B is most beneficial among all. From the accounting Rate of Return, Project A and C can be beneficial for GE’s restructuring plan. Similarly, following the NPV and Profitability Index methods, Project A, after Project C, has a high profit-generating ability. Although from the IRR point of view, Project A is equally beneficial to Project C. Thus, it can be said, considering all the projects, Project C is the most suitable option for GE to achieve its organizational objective.
[bookmark: _Toc214722412]Capital Rationing decisions 
Capital rationing is the process of limiting a company's total investments. Simply stated, when there’s a limit in a company’s budget to allocate to projects. Capital rationing is done through allocating the total budget among projects selected based on Profitability factors (Becker, 2025). From Appendix 31, it is seen that the budget of £60m has been divided into Project A and Project C with the help of capital rationing. The first priority has been given to Project C due to its increased annual rate of return, high NPI, PI, and internal rate of return, and allocated £50m as per PI. Considering the profitability factor, the next priority is given to Project A and a distributed balance of £10m out of a£60m capital budget.  
[bookmark: _Toc214722413]Critical Evaluation 
It can be said that GE can invest in projects with the help of capital budgeting to increase its profitability position and build up a cost-saving management (Association for Financial Professionals, 2025). Although capital budgeting techniques cannot determine whether a project can increase its liquidity position, capital budgeting tools are generally used to evaluate long-term financial viability. Henceforth, it can be recommended that GE’s investment in Project A and C is worth investing due to their potential to generate profit and meet GE’s overall financial goal. However, there exist shortcomings with the projects evaluated using capital budgeting. For example, a project with high levels of cash flow value can increase an entity’s financial distress and cause cash flow volatility (Shubita, 2023) [Refer to Appendix 27,28,29,30]. Risk contained with A Project is moderate as compared to Project C which is less risky and highly profitable among all. Similarly, there are other risks associated with a project, such as, lack of production, and procurement, operational risks and so on (Eby, 2022).
[bookmark: _Toc214722414]Conclusion 
It can be concluded, after analysing the current overall financial health of General Electronics using ratio analysis, that GE is suffering from financial distress and a heavy burden of debts. Moreover, it is seen from analysing GE’s Cash Conversion Cycle (CCC), that it has hurdles in meeting its short-term obligations and has decreased operational efficiency. As a way out of its financial distress, an acquisition and divestiture strategy has been recommended to reorganise GE’s capital structure and its impact on shareholders’ wealth and debt obligations. Lastly, with a limited budget of £60m, two suitable projects were recommended with the help of capital budgeting tools such as IRR, PI, NPV, ARR, and Payback period. Henceforth, it can be said that using acquisition, divestiture strategy, and investing in the profitable projects, GE can become financially viable, ethically sound, and globally recognisable.
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[bookmark: _Toc214722417]Appendix 2: Profitability Ratios
	Ratios
	Formulas
	2024
	2023
	2022
	2021
	2020

	Gross Margin Ratio
	Gross Profits / Sales
	(113994 / 394879) = 28.87% 
	(97560 / 420457) = 23.30%  
	(152292 / 542751) = 28.06% 
	(173016 / 601602) = 28.76%
	(176256 / 614680) =
28.67%

	Operating Margin Ratio
	Operating Income / Sales
	(-15297 / 394879) =
-3.87%
	(-85301 / 420457) =
 -20%
	(14548 / 542751) = 2.68% 
	(23253 / 601602) = 3.87%
	(37267 / 614680) = 6.06%

	Net Profit Margin Ratio
	Net Profit / Sales
	(-24029 / 394879) = -6.09% 
	(-98238 / 420457) = -23.36%
	(407 / 542751) = 0.07%
	(5301 / 601602) = 0.88%
	(38572 / 614680) = 6.28% 


(Source: Self-created)
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	Ratios
	Formulas
	2024
	2023
	2022
	2021
	2020

	Current Ratio
	Current Assets / Current Liabilities
	(242494 / 158291) = 1.53 times  
	(258851 / 161148) = 1.61 times  
	(338040 / 216473) = 1.56 times 
	(337146 / 216473) = 1.56 times 
	(326843 / 179510) = 1.82 times 

	Quick Ratio
	Current Assets -Inventory/ Current Liabilities
	(242494-79355) / 158291 = 1.03 time
	(258851-88273 / 161148 = 1.06 times
	(338040-140181 / 216473 = 0.91 times
	(337146-134469 / 216473 = 0.94 times 
	(326843- 120430/ 179510 = 1.15 times

	Cash Ratio
	Cash / Current Liabilities
	(26783 / 158291) = 0.17 times  
	(42751 / 161148) = 0.27 times
	(66740 / 216473) = 0.31 times 
	(60813 / 216473) = 0.28 times

	(57153 / 179510) = 0.32 times



(Source: Self-created)
[bookmark: _Toc214722421]Appendix 6: Current Ratio
[image: ]
(Source: Self-created)
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(Source: Self-created)
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(Source: Self-created)
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	Ratios
	Formulas
	2024
	2023
	2022
	2021
	2020

	Asset Turnover Ratio
	Sales / Total Assets
	(394879 / 323354) = 1.22 times

	(420457 / 355872) = 1.18 times
	(542751 / 504163) = 1.08 times 
	(601602 / 510348) = 1.18 times 
	(614680 / 510290) = 1.20 times

	Fixed asset Turnover Ratio
	Sales / Total Fixed Assets
	(394879 / 80860) = 4.88 times

	(420457 / 97021) = 4.33 times
	(542751 / 166123) = 3.27 times 
	(601602 / 173202) = 3.47 times 
	(614680 / 183447) = 3.35
times


(Source: Self-created)
[bookmark: _Toc214722425]Appendix 10: Asset Turnover Ratio
[image: ]
(Source: Self-created)
[bookmark: _Toc214722426]Appendix 11: Fixed Assets Turnover Ratio
[image: ]
(Source: Self-created)
[bookmark: _Toc214722427]Appendix 12: Gearing Ratios
	Ratios
	Formulas
	2024
	2023
	2022
	2021
	2020

	Interest Coverage Ratio
	EBIT / Interest Expenses
	(-15297 / -3361) = 4.55 times
	(-85301 / -4332) = 19.69 times 
	(14548 / -2200) =  -6.61 times
	(23253 / -566) = -41.08 times
	(37267 / -1422) = -26.21 times

	Debt-Equity Ratio
	Total Debt / Total Equity 
	(9232 / 153105) =  0.06 
	(12560 / 178920) = 0.07
	(15027 / 268406) = 0.06
	(14266 / 275949) = 0.05
	(13681 / 313301) = 0.04 

	Debt-to-Capital Ratio
	Total Debt / (Total Equity + Total Debt)

	9232 / (9232+153105) = 0.05
	12560 / (12560+178920) = 0.06
	15027 / (15027+268406) = 0.05
	14266 / (14266+275949) = 0.04
	13681 / (13681+313301) = 0.04 


(Source: Self-created)
[bookmark: _Toc214722428]Appendix 13: Interest Coverage Ratio
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(Source: Self-created)
[bookmark: _Toc214722429]Appendix 14: Debt to Equity Ratio
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(Source: Self-created)
[bookmark: _Toc214722430]Appendix 15: Debt to Capital Ratio
[image: ]
(Source: Self-created)
[bookmark: _Toc214722431]Appendix 16: Investment Ratios
	Ratios
	Formulas
	2024
	2023
	2022
	2021
	2020

	Return on Assets (ROA)

	Net Income / Total Assets
	(-24029 / 323354) = -7.43%
	(-98238 / 355872) =
-27.60%
	(407 / 504163) = 
0.09%
	(5301 / 510348) = 
1.04%
	(38572 /  510290) = 7.56%

	Return on Invested Capital (ROIC)
	EBIT-Taxation / Total Equity + Net Debt
	(-15297-5431) / 153105 + (-17551) = -12%


	(-85301- 5984) / 178920 + (-30191) = 43.6%


	(14548- 10986) / 268406 + (-51713) = 1.64%


	(23253- 10779) / 275949+ (-46547) = 5.44%
	(37267-5333) / 313301+(-43472) = 11.83%

	Return on Equity (ROE)
	Net Income / Total Equity
	(-24029 / 153105) = -15%  
	(-98238 / 178920) = -55% 
	(407 / 268406) = 0.15%

	(5301 / 275949) = 
1.92%
	(38572 / 313301) = 12.31% 


(Source: Self-created)
[bookmark: _Toc214722432]Appendix 17: Return on Assets
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(Source: Self-created)
[bookmark: _Toc214722433]Appendix 18: Return on Invested Capital
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(Source: Self-created)
[bookmark: _Toc214722434]Appendix 19: Return on Equity
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(Source: Self-created)
[bookmark: _Toc214722435]Appendix 20: Cash Flow to Debt Ratio
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(Source: Self-created)
[bookmark: _Toc214722436]Appendix 21: Cash Flow Margin
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(Source: Self-created)
[bookmark: _Toc214722437]Appendix 22: Operating Cash Flow Ratio
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(Source: Self-created)
[bookmark: _Toc214722438]Appendix 23: Cash Flow Ratios
	Ratios
	Formulas
	2024
	2023
	2022
	2021
	2020

	Cash Flow to Debt Ratio
	Operating Cash Flow / Total Debt
	(14822 / 9232) = 1.61
	(25190 / 12560) = 2.01
	(10960 / 15027) = 0.73
	(40283 / 14266) = 2.82 
	(73392 / 13681) = 5.36

	Cash Flow Margin
	Operating Cash Flow / Sales
	(14822 / 394879) = 0.04 
	(25190 / 420457) = 0.06
	(10960 / 542751) = 0.02
	(40283 / 601602) = 0.07
	(73392 / 614680) = 0.12

	Operating Cash Flow Ratio
	Operating Cash Flow / Current Liabilities
	(14822 / 158291) = 0.09  
	(25190 / 161148) = 0.16 
	(10960 / 216473) = 0.05
	(40283 / 216473) = 0.19 
	(73392 / 179510) = 0.41


(Source: Self-created)
[bookmark: _Toc214722439]Appendix 24: Altman's Z score of probability of going Bankrupt
	Altman's Z score of General Electronics for 2024							

	Ratios
	Five components
(1)
	Weight 
(2)
	Calculation
(3 = 1*2)

	Working Capital / Total Assets		

	(242494-158291) / 323354 = 0.26



	A
	1.2
	0.31

	Retained Earnings / Total Assets		
	(2,08,431 / 323354) = 0.64

	B
	1,4
	0.90

	Earnings Before Interest and Taxes (EBIT) / Total Assets		
	(-15297 / 323354) = -0.04
 
	
C
	3.3
	-0.16

	Market Value of Equity / Total Liabilities
	(153105 / 170249) = 0.89
	D
	0.6
	0.54

	Net Sales / Total Assets		
	(394879 / 323354) = 1.22
	E
	1.0
	1.22

	Total Z		
	
	2.82

	Note : Here, Book value is taken as market value


(Source: Self-created)
[bookmark: _Toc214722440]Appendix 25: Cash Conversion Cycle of General Electronics
	Ratios
	Formula
	2024
	2023
	2022
	2021
	2020

	Accounts Receivables Days
	Average Accounts Receivable/ Average Daily Sales
	105 days
	98 days
	81 days
	78 days
	38 days

	Accounts Payables Days
	Average Accounts Payable / Cost of Goods Sold per day
	84 days
	73 days
	77 days
	75 days
	35 days

	Average Inventory Days
	Average Inventory / Cost of Goods Sold per day
	109 days
	129 days
	128 days
	109 days
	50 days

	Cash Conversion Cycle (CCC)
[Receivables Days-Payables Days Inventory Days]
	130 days
	154 days
	132 days
	112 days
	53 days


Notes:
1. Average Daily Sales = Total Credit Sales / 365 
2. It is assumed all sales are in Credit
3. Cost of Goods Sold per day = COGS/365
4. Average Accounts Receivable = Opening Receivable + Closing Receivable
5. Average Accounts Payable = Opening Payable + Closing Payable
6. In absence of opening balance of 2020, only closing value is considered in debtors, creditors and inventory days.
(Source: Self-created)
[bookmark: _Toc214722441]Appendix 26: Payback Period
	Annual Cash Inflow

	 
	Project A (£m)
	Cumulative Cash Inflow
	Project B (£m)
	Cumulative Cash Inflow
	Project C (£m)
	Cumulative Cash Inflow

	Initial Cash Outlay
	40
 
	30
 
	50
 

	Year
	 
	 
	 
	 
	 
	 

	1
	10
	10
	6
	6
	5
	5

	2
	12
	22
	6
	12
	10
	15

	3
	14
	36
	6
	18
	20
	35

	4
	10
	46
	6
	24
	25
	60

	5
	8
	54
	6
	30
	15
	75



Notes:
Payback period = Balance Cash Outlay/ Cumulative Cash Inflow remaining year   
            	Project A: 3+(40-36)/10 = 3.04 years or 4 years
            	Project B:  = 5 Year               	
            	Project C: 3+(50-35)/25 = 3.06 years or 4 years
(Source: Self-created)
[bookmark: _Toc214722442]Appendix 27: Accounting Rate of Return (ARR)
	Initial Cash Outlay
	40
	30
	50
	 

	
	Project A (£m)
	Project B (£m)
	Project C (£m)
	

	Year
	 
	 

	1
	10
	6
	5
	 

	2
	12
	6
	10
	 

	3
	14
	6
	20
	 

	4
	10
	6
	25
	 

	5
	8
	6
	15
	 

	Total
	54
	30
	75
	

	Average Investment
	20
	15
	25
	

	Average Annual  Profit
	10.8
	6
	15
	

	Rank
	1
	3
	2
	


Notes:
1. Average Investment = Initial Investment + Scrap value / 2
2. Here, Scrap value is NIL
3. Accounting Rate of Return (ARR) = Average Annual Profit / Average Investment 
(Source: Self-created)
[bookmark: _Toc214722443]Appendix 28: Net Present Value
	 
	Discounting Factor @ 10%
	Project A (£m)
	Present Value (£m)
	Project B (£m)
	Present Value (£m)
	Project C (£m)
	Present Value (£m)

	Initial Cash Outlay
	 
	(40)
 
	(30)
 
	(50)
 

	Year
	 

	1
	0.909
	10
	9.091
	6
	5.455
	5
	4.545

	2
	0.826
	12
	9.917
	6
	4.959
	10
	8.264

	3
	0.751
	14
	10.518
	6
	4.508
	20
	15.026

	4
	0.683
	10
	6.830
	6
	4.098
	25
	17.075

	5
	0.621
	8
	4.967
	6
	3.726
	15
	9.314

	NPV
	
	1.324
	 
	-7.255
	 
	4.225



Notes:
Net Present Value (NPV) = CF1 / (1+r) + CF2 / (1+r)2 + CF3 / (1+r)3 +…+ CFn / (1+r)n- Capital Outlay
CF = Cash Flow
r=  Rate of Return or Discounting period
(Source: Self-created)
[bookmark: _Toc214722444]Appendix 29: Profitability Index (PI) 
	 
	Discounting Factor @ 10%
	Project A (£m)
	Present Value (£m)
	Project B (£m)
	Present Value (£m)
	Project C (£m)
	Present Value (£m)

	Initial Cash Outlay
	 
	40
	30
	50

	Year
	 

	1
	0.909
	10
	9.091
	6
	5.455
	5
	4.545

	2
	0.826
	12
	9.917
	6
	4.959
	10
	8.264

	3
	0.751
	14
	10.518
	6
	4.508
	20
	15.026

	4
	0.683
	10
	6.830
	6
	4.098
	25
	17.075

	5
	0.621
	8
	4.967
	6
	3.726
	15
	9.314

	Sum of Discounted Cash Inflows
	41.324
	 
 
	22.745
	 
 
	54.225

	Profitability Index (PI)
	1.033
	
	0.569
	
	1.085

	Rank
	2
	3
	1



Notes:
Profitability Index (PI) = Sum of Discounted Cash Inflows / Initial Cash Outlay
(Source: Self-created)
[bookmark: _Toc214722445]Appendix 30: Internal Rate of Return (IRR)
Project A
	 
	Project A (£m)
	Discounting Factor @ 12%
 
	Present Value (£m)
 
	Discounting Factor @ 6%
 
	Present Value (£m)
 

	Initial Cash Outlay
	40
	
	
	
	

	Year
	

	1
	10
	0.893
	8.929
	0.943
	9.434

	2
	12
	0.797
	9.566
	0.890
	10.680

	3
	14
	0.712
	9.965
	0.840
	11.755

	4
	10
	0.636
	6.355
	0.792
	7.921

	5
	8
	0.567
	4.539
	0.747
	5.978

	Net Present Value (NPV)
	 
	 
	-0.646
	 
	45.768


(Source: Self-created)
Project B
	Initial Cash Outlay      30

	 
	Project B (£m)
	Discounting Factor @ 5%
	Present Value (£m)
	Discounting Factor @ 3%
	Present Value (£m)

	Year
	 
	 
	 
	 
	 

	1
	6
	0.952
	5.714
	0.971
	5.825

	2
	6
	0.907
	5.442
	0.943
	5.656

	3
	6
	0.864
	5.183
	0.915
	5.491

	4
	6
	0.823
	4.936
	0.888
	5.331

	5
	6
	0.784
	4.701
	0.863
	5.176

	Net Present Value (NPV)
	 
	 
	-4.023
	 
	27.478


(Source: Self-created)
Project C
	 
	Project C (£m)
	Discounting Factor @ 15%
	Present Value (£m)
	Discounting Factor @ 5%
	Present Value (£m)

	Initial Cash Outlay   50 

	Year
	

	1
	5
	0.870
	4.348
	0.952
	4.762

	2
	10
	0.756
	7.561
	0.907
	9.070

	3
	20
	0.658
	13.150
	0.864
	17.277

	4
	25
	0.572
	14.294
	0.823
	20.568

	5
	15
	0.497
	7.458
	0.784
	11.753

	Net Present Value (NPV)
	 
	 
	-3.189
	 
	63.429


(Source: Self-created)
Internal Rate of Return
	 Particulars
	Project A
	Project B
	Project C

	IRR = L+ NPVL / NPVL- NPVH (H-L)
	0.179165 or 17.9%
	0.047446 or 4.7% 
	0.145213 or 14.52%

	Rank
	1
	3
	2



Notes:
L= Lower rate
H= Higher rate
NPVL= NPV at lower rate
NPVH= NPV at higher rate
(Source: Self-created)
[bookmark: _Toc214722446]Appendix 31: Capital Rationing
	Projects 
	Investment of Projects
	Cost Allocation (Budget £60m)
	Profitability Index (PI)
	Rank as per PI

	A
	40
	10
	1.033
	2

	B
	30
	-
	0.569
	3

	C
	50
	50
	1.085
	1


(Source: Self-created)
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