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[bookmark: _Toc211978695]Executive summary
The revenue of General Electronics has decreased by 36 percent in the past five years, and the operating losses in 2023-2024 are expected to be enormous due to cost overruns and impairments. The liquidity is marginally sufficient (current ratio 1.5) however, the cash reserves are reduced by half compared to 2022. It has become leveraged (debt-equity ratio of 1.11), and its metrics of returns have become negative; working capital is lying in stagnant inventory and increasing accounts payable. The Altman Z-Score has shifted to the grey/moderate risk zone (2023-2024) (as compared to the safe zone (2020-2022)) which indicates a high level of risk of default. The urgent steps should involve minimizing the costs of operation, freeing up the working capital, and rebalancing the portfolio. It is suggested to have a financially viable, globally scalable and ethically sound turnaround: divest non-core assets, refocus on profit making product lines, renounce value-destructive buyback, renegotiate credit lines, and seek a focused equity injection and/or strategic partnership. With capital rationing (60m) to have Project C (50m) on NPV/IRR/PI grounds to be in line with the recovery priorities but with liquidity gates that are highly punitive.

[bookmark: _Toc211978696]Introduction
The report evaluates the financial position and performance of General Electronics in the year 2020-2024 in four segments i.e., Ration Analysis, Working Capital Analysis, Going Concern Analysis, and Cash Flow Analysis. It then proposes an integrated turnaround plan, e.g. on financial redesigning and governance practices of an international consumer electronics company. Finally, it performs an a priori evaluation of three investment projects, with 10 percent cost of capital and 60m capitals constraint to the PBP, ARR, NPV, PI and IRR through establishing correlations between the decision and the risk profile and capital constraints of the firm. The nature of the analysis relies on the already available literature on finance regarding financial ratios, working capital cycles, predicting failure, restructuring, and capital budgeting.​
[bookmark: _Toc211978697]Financial Health Check
[bookmark: _Toc211978698]Profitability
The good structural point is that the gross profit margin has also been stable at approximately 28-29% (except that it has decreased to 23.2 in 2023), meaning that there is pricing power and/or solid product mix even in the face of decreasing revenues. GE began on a good footing beginning in the year 2020. Nevertheless, its profitability has sharply decreased and dropped to (20.3) and then to 3.9% in 2023 and 2024 respectively. 
[image: ]
These problems suggest severe structural deficiencies instead of just cyclical recession; the business model needs to be examined and redesigned. The same trend is reflected in negative net profit margins, the ROA decreasing to -27.6% in 2023 and -7.4% in 2024. ROE records even more dramatic decreases of 12.3% to -54.9% and -15.7% indicating that the shareholders have had an unfair share of losses and shattered equity (Corporate Finance Institute, 2023; Jariah & Budiwati, 2021).
[bookmark: _Toc211978699]Liquidity
The current ratio is the capacity to pay current commitments using current assets and has been somewhat above 1.5 throughout the time but declined between 1.82 and 1.53 in 2020 and 2024, respectively. There are similar trends of the quick ratio (without inventories) of about 1.0 to 1.15. On the other hand, cash ratio indicates immediate liquidity which made it a crucial aspect, as it decreased to 0.17 in 2024.

According to liquidity literature, ratios of above 1.0 are low levels; weak balances in such cases are compounded by high levels of inventory and receivables, which add to the execution risk whereby the ratio becomes even higher as these continue to worsen during weak times (HighRadius, 2024; Hasanaj & Kuqi, 2019)).​
[bookmark: _Toc211978700]Efficiency
The asset turnover experienced a slight change only between 1.08 and 1.22 indicating that there was a slight decrease in turnover and relatively recovered revenue per unit of asset. The level of inventory turnover was also on an improving course (3.66x 2023 to 3.54x 2024), though it is clear that there is some improvement in inventory management; the level of days of inventory on hand is high (approximately 100-131 days). There was less receivables turnover, and the days sales outstanding which had been on the rise of between 76-98 days declined to 105.5 days in 2024 which suggests a slow cash collection due to weakening customer credit policy or channel stress.
	Years
	AT x
	InvT x
	RecT x
	Inv Days
	Rec Days
	Pay Days
	COC Days

	2020
	1.2
	3.64
	4.75
	100.3
	76.9
	69.3
	107.8

	2021
	1.18
	3.19
	4.66
	114.5
	78.4
	79
	114

	2022
	1.08
	2.79
	4.83
	131
	75.6
	66.7
	139.9

	2023
	1.18
	3.66
	3.73
	99.8
	97.7
	64.5
	133.1

	2024
	1.22
	3.54
	3.46
	103.1
	105.5
	93.6
	115.1


The payable days were recently lengthened to 93.6 days, which is useful in slowing out cash flow, but has the potential to cause tension between suppliers without care. The cash operating cycle has remained high (108-140 days), therefore, tying up lots of capital and compromising free cash flow generation (Corporate Finance Institute, 2025a; Husna & Satria, 2019).​
[bookmark: _Toc211978701]Gearing and coverage
The debt-to-equity increased consistently between 0.63 in 2020 and 1.11 in 2024 indicating dependence on debt financing as opposed to shareholder equity financing. Debt-to-assets also went up to 0.53, up to 0.39. Interest coverage became negative (-19.7x in 2023, -4.6x in 2024), indicating that operating losses are not covering interest receivables, and indicating the increased refinancing risk.

Although there are no disproportionate liabilities to assets, equity cushions decrease and increasingly poor coverage ratios are some of the biggest red flags of the solvency; it is more likely to enter into financial distress or grief violation of restrictions(Shopify, 2025; Brigham & Houston, 2019).
[bookmark: _Toc211978702]Cash flow quality
[bookmark: _Hlk211812149]Working cash flow (OCF) is an important indicator of the liquidity and prominent cash-generating ability of a firm. OCF of General Electronics has been a positive figure since 73.4 billion in 2020 but could not maintain the positive amount of 14.8 billion in 2024. This steep fall poses questions with regards to the viability of the firm in generating internal cash to finance the firm operations, invest in growth, and cover the liability (HSBC Group, 2024). Nevertheless, the 2023 increase in OCF was motivated in part by working capital adjustments that are directly in the form of a decrease in inventory and the postponement of payments to suppliers which are timing effects and not business systematic increases.
On the investing side, cash outlays have stabilized due to the reduction of capital expenditures and spending on intangible assets compelling them to either take a strategic break or investor constrained growth initiatives and innovation projects (Jariah & Budiwati, 2021). Although it is important to save cash during cash straining times, overtime decreases in investing undertakings may adversely affect long and future competitiveness, product innovation and capacity.
The financing of the cash flow became negative over the last years and particularly 2023-2024 with net repayment of credit facilities which may reflect the attempts to deleverage. But at the same time, the company was on a spirited treasury stock buying spree where PS1.96 billion was deployed in 2024. This is contrary to best practices of distress management, that typically suggests ending equity repurchases when they are strained by liquidity in order to maintain cash as operating flexibility and debt service (Kliestik et al., 2020). This kind of buyback when the company is in dire circumstances is likely to increase liquidity strains and limit the capacity of the company to overcome economic hardships.​
[bookmark: _Toc211978703]Default risk: Altman Z-Score 
Using a manufacturing-appropriate model for public firms, the Z-score deteriorated from “safe” to “grey”:

[bookmark: _Hlk211812158]The estimated trajectory in the case of General Electronics indicates that the company has left the safe zone of Z-score above 3.0 (2020-2022) and got in the moderate default risk (Z-score 2.24 in 2023 and 2.82 in 2024). This weakness is primarily caused by negative EBIT ratios (negative changes in earnings component by reduced operating losses), and negative change in equity to liabilities which negatively impact leverage and solvency buffer as captured by the model (Kliestik et al., 2020). Although the constituents of working capital and sales have not been volatile, but the profitability and equity erosion have reduced the total score, which is indicative of increased susceptibility to financial distress.
Despite some assumptions and data available in the original Altman model that was developed in the 1960s and applied later on to the operation of the private companies or the appearance of the new markets, the tool is still a powerful and extensively used early warning tool. It is strong because it combines various financial perspectives in a bid to provide a standing of the risk. Notably, the fact that it was moving into the grey zone implies that unless it was remedied through operational means and balance sheet regeneration, chances of going bankrupt or defaulting on debts rose in a most significant way (Soboleva et al., 2018).
[bookmark: _Toc211978704]Trends, strengths, threats
[bookmark: _Hlk211812169]The existing strengths in its current state, the company shows its capacity to have strong gross margins that do not sensitise in an adverse environment, with the exception of the 2023 setback. This implies that pricing strategies of products and the mixes of the portfolio is hold strong enough to sustain some level of pressure on sales (Kamaluddin, Ishak & Mohammed, 2019). Also, the presence of positive operating cash flow signifies that core operations continue to make cash and this is one of the most important indicators of liquidity and operational wellness. Inventory turnover is better than it is in 2022, which indicates that inventory has been managed better to release cash held in inventory. The company has also taken advantage of the lengthy supplier payment terms, which gives it a little room in cash payment and has a current and quick ratio which exceeds the minimum levels of safety, reflecting moderate short-term liquidity assistance.
The fact is though, these strengths are neutralised by severe threats. The further narrowing of revenue is a signal of the market share or a diminished demand which endangers the size economies and profitability. The operations cost is more volatile, and the heavy impairments of the operating cost shows the presence of structural shocks which might be due to outdated stock, changes in technology, or unsuccessful projects (Jaafar, Hassan & Ismail, 2021). The long history of the debts in outstanding increases the chances of insufficiency of liquidity and bad debts that causes additional stresses on the liquidity. This growing leverage and negative margin ratios of interest covering indicates growing financial risk that has influenced the solvencies of the firm and ultimately, the cost of refinancing increased. The declining cash reserves also worsen such issues, as they restrict the flexibility of the operations. Beyond that, the industry is rapidly evolving as well, the pace of technology advancement is faster, sustainability and regulation demands such as right-to-repair laws, as well as, complicated supply chains are increasingly common (Altman et al., 2017). This type of dynamics increases the necessity to embrace agile cost to serve model and improve the rigour of working capital to keep in competition.​
[bookmark: _Toc211978705]Implications
The economic consequences are generally dramatic. This trend and ratios show an organization that is more inclined to leave behind a healthy financial situation to an almost bankrupt situation. In spite of the fact that the liquidity ratios are not quite adequate, the declining tendencies mean loss of financial cushions. Solvency level problems also ring alarm of growing stress in debts and low coverage (Samo & Murad, 2019). The decrease in asset turnover denotes the unproductivity of the rightful productivity, in comparison with the diminishing base of sales, the state of decline in the deterioration of operating profitability points to the loss of the strength of core earnings. Such dynamics changes emphasize the fact that there must be a large-scale operational and financial reengineering strategy. Major areas of concern should be tight cost management to curb the cost fluctuation, portfolio clean-up to eliminating non-core liabilities and creating better focus, and workable working capital management to hasten cash turnover and increase liquidity. In the absence of such bold measures, expansion in the growth investments or capital expenditure considerations would be a fiscal unwise move based on the risk profile at hand (Kliestik et al., 2020).
[bookmark: _Toc211978706]Working Capital Management Analysis
[bookmark: _Toc211978707]Cash operating cycle assessment
COC averaged roughly 108–140 days over the period and stood near 115 days in 2024. Decomposed:
· Inventory days ~100–131, suggesting SKU complexity and forecasting challenges.
· Receivables’ days rose to ~105.5 days in 2024, implying weaker credit control, channel push, or geographic collection inefficiencies.
· Payables’ days ~66–94, reflecting some leverage of supplier terms.
The COC is long for a consumer electronics business with significant retail/wholesale exposure; best practice seeks to compress DIO and DSO while prudently extending DPO to relieve cash pressure.​
[bookmark: _Toc211978708]Root causes and benchmarks
The supply chain of General Electronics is characterised with unique challenges that have a big effect on the working capital requirements. The variability of components, typically induced by changes in the supply of, and price of, vital components such as semiconductors, provides volatility to the production schedules and inventory plans. Also, multi-tiered distribution will add complexity and extend supply chain which in turn will add levels of inventory in various stages and ultimately working capital requirements will also increase (Kimmel, Weygandt & Kieso, 2020).
The promotions and marketing activities also affect the levels and demand changes in the region and may also cause overstocking in specific channels. Electronics business is no exception, as there are high product returns being caused by defective products, warranty claim, or obsolescence, and this makes the inventory management even more complex as the amount of returns containing a defect or wastage of old products grows as well as the substitutions.
Research in academia and in the industry has pointed at lengthy operating cycles as increasing the working capital requirements due to capital long periods in raw materials, work in progress, finished goods and receivables (Samo & Murad, 2019). This decreases free cash flow and flexibility, and that is especially bad at slower growth or economic downturns. The reported spike in inventory and extension of receivable collection (DSO) at General Electric is consistent with these dynamics of the supply chain after 2021, which represents fluctuating demand and channel overstocks of the consumer electronics down turn.
[bookmark: _Toc211978709]Liquidity improvement strategies
[bookmark: _Toc211978710]Collections (receivables)
As a way of enhancing collections, the company is advised to enhance its credit policy by establishing risk-based credit limits and reduced credit payment durations, particularly in the volatile regions. The risk of defaults can be minimized by employing the dynamic credit insurance. It is also important to speed up the cash application; it can be facilitated using digital applications such as e-invoicing, automated dispute resolving, standardized deductions workflows, and artificial intelligence in follow-ups to prompt payment. With such efforts, Days Sales Outstanding (DSO) may be cut by 10-20 days. Also, one should consider the early-payment incentive like the payment of 1-2 percent discount on the payments made by the customer within 10-15 days, but these should be offset with the expenses of offering discounts like this (Osadchy et al., 2018). Receivables’ financing sources such as factoring or securitization are available to larger and creditworthy customers to keep their business going in the seasonal cash slow periods at a cheaper rate than unsecured borrowing.
[bookmark: _Toc211978711]Inventory
Inventory management is extremely important. The company ought to rationalize its SKUs, dropping SKUs with low velocity and slow-moving as well as prioritize on high-margin, profitable platforms to lower Days Inventory Outstanding (DIO) and limit write-downs. Point of sale (POS) data and collaborative Sales and Operations Planning (S&OP) with sophisticated forecasting methods is capable of minimizing the stock safety level and mitigating the bullwhip effect in the supply chain. Adopting the Just-in-time (JIT) inventory and near-sourcing of some of the volatile parts will boost the lead times and inventory in the pipeline and will assist in increasing the cash flow and mitigate dependency risks (Samo & Murad, 2019). Moreover, stricter return policies and the creation of certified channels of refurbished products will not only serve in utilizing returns to generate revenue; it will also fit the sustainability promises that have become key issues in the consumer electronics market (HSBC Group, 2024).
[bookmark: _Toc211978712]Payables
On the payables front, the company ought to pursue optimal payment terms; where it has power, they ought to switch to longer terms, e.g. net 60 or net 90 days, which will enhance Days Payable Outstanding (DPO). Supply chain finance (SCF) programs will allow suppliers to receive paid up front on the quality of the buyer and enhance the health of suppliers and prolong discretion of payables (Brigham & Houston, 2019). Concentrating on spending is also recommended with a consolidation of the vendor to have better terms and improve supplier relationship, in case of critical components, to ensure stability in the supply chain.
[bookmark: _Toc211978713]Cash governance
Working capital can only be handled through good cash governance. This involves rolling 13-week cash flow projections 1-a week, as well as establishing a cash war room that will combine Treasury, Accounts Payable, Accounts Receivable, Sales, and Operations so that it may monitor and actually manage its liquidity. Key performance indicators (KPIs) based on receivables (DSO), inventory (DIO), and payables (DPO) are expected to monitor performance at the business unit level where incentives should be in line with cash performance (Almamy, Aston & Ngwa, 2016). Notably, share buybacks as discretionary commitments must be deferred until cash is conserved to focus on recovery of operation cash flow and less dependence on credit lines and increase financial leeway.
[bookmark: _Toc211978714]Short-term vs long-term financing options
[bookmark: _Toc211978715]Short-term
A balance in financing and inventory management is one of the options that electronics manufacturing firms should take into consideration in order to make the working capital effective. Flexible options should be used in the short-term to meet the urgent working capital needs. Quick access to liquidity is through revolving credit lines or overdrafts where the interest is paid on the amount that has been drawn. They are much sensitive but they are also vulnerable to covenant limits and interest rate changes (Hasanaj & Kuqi, 2019). Trade credit availability is yet another alternative, and it usually carries no interest charged, but this should be managed with caution, as the supplier-company relationships are prone to suffer loss of early-pay discounts. Factoring and invoice discounting are convenient methods to increase the cash flow. Instead of waiting to collect the debt, companies can sell down receivables at a discount, which is very useful when they immediately need money in high seasonal periods or when there is a cash flow crunch. 
[bookmark: _Toc211978716]Long-term
In the long run, working capital requirements of the company are supported by the long-term stable sources of funding. Term loans, which are usually amortizing and covenant intensive, would be appropriate in structuring structural and long-lasting requirements such as expansion of the facility or upgrade technology in stable segments (Jariah & Budiwati, 2021). Asset-backed facilities, that is, using an asset like inventory and receivables as the security, enhances capacity and are frequently of lower rates than unsecured debt. They also fit well with the manufacturers that are heavy in assets and offer a stable financing model.
The best practice when it comes to working capital management is the company dealing with tenure of its financing instruments as compared to its cash flow profile. Timing gaps like seasonal spikes or delayed receivables should be bridged by short term funding and stable and core activities may be supported by long term capital (Hasanaj & Kuqi, 2019). Through this moderate position, the electronics firms are able to maintain liquidity, mitigate risks and manage their resources effectively to maintain their competitive advantage.
[bookmark: _Toc211978717]Strategic Financial Restructuring Plan
[bookmark: _Toc211978718]Objectives
The financial restructuring plan is a strategic plan that is expected to resume General Electronics to sustainable profitability and positive cash flow alongside lowering balance sheet risk. It is aimed at reallocating resources to profitable and defensible product platforms with gross margin stability and scalable benefits. Some of the strategies to consider in restructuring are selling off non-core and low-margin businesses or selling off complete businesses altogether. These rationalizations of portfolio support can be justified based on evidence that the break-up transactions tend to improve share-holders value by adding to higher level of transparency, strategic focus and elimination of costly cross subsidies.​
[bookmark: _Toc211978719]Portfolio actions
Other than divestitures, strategic partnerships or joint venture in new and high profitable segments can highly benefit General Electronics in picking up their pace. To cover the vast cost of R&D they can cooperate with technology experts, AI companies, sensor manufacturers, and smart home solutions manufacturers. Indicatively, design innovators and manufacturing specialists working together can be used to speed up development cycles, maximize product quality and time to market. This is because of sharing of R&D and production knowledge thus ends up minimizing capital outlay on any one party so that each of the partners can focus on its areas of core competencies more efficiently (Ko, Fujita & Li, 2017).
These partnerships are also helpful in accelerating the innovation pathways so that General Electronics can be in the forefront to future changing market and regulatory processes, including rising demand of connected and sustainable products. Strategic partnerships reduce technological and market risks by diversifying through pooling resources and knowledge, thereby increasing resilience to disruptions in supply chains and quick alterations of consumer tastes and preferences (Altman et al., 2017). In addition, joint ventures also give access to new markets and access to customers which would be costly or inaccessible without the venture. As a result, such alliances are becoming a well-known strategy in the industry as a means of sustainable development, competitive distinctiveness, and sustainable profitability in such a multi-dimensional and dynamic electronic environment.
[bookmark: _Toc211978720]Operating Model and Cost Structure
As part of the financial restructuring, the basics of the redesign of the General Electronics operating model and cost framework is required. The company will also use zero-based budgeting (ZBB) to initiate cost discipline in selling, general and administrative (SG&A) costs and research and development (R&D). ZBB will force each department to defend expenses on zero basis yearly that aids in eliminating redundancy and redistributing the resources to the strategic priorities (Husna & Satria, 2019). Within the next one year, the company intends to drop the operating expense ratio by 300 to 500 basis points through consolidation of vendors, streamlining facility footprints and through implementation of shared services in the main functions of the business such as finance, human resources and information technology (Plutus Education, 2025).
[bookmark: _Toc211978721]Redesigning Supply Chain
General Electronics will near-source major assembly operations through the process of near-shoring its supply chain, thereby, cutting back on and enhancing it. The method lowers lead times and inventory, makes it more responsive to changing customer demand, and reduces carrying costs. It also eliminates geopolitical upheavals, tariffs and foreign exchange risks, and this leads to more consistent earnings and forecastable cash flow. These advantages contribute to improving shareholder returns by maximizing the capital efficiency and operation performance (Jariah & Budiwati, 2021).
The debt profile of the company is also improved by the supply chain redesign. Working capital efficiency will be enhanced by reducing inventory and shortening the cash conversion cycle, which will allow cash to be used to pay off debt or make strategic investments (Shopify, 2025). Such advances can help to enhance credit scores which might lead to a reduction in the interest rates charged by borrowers and the availability of such credit facilities.
Operational-wise, near-shoring offers greater flexibility so that it could readily change the quantities of production and product mix when the market changes. It also helps in abiding by regulatory norms, including the right-to-repair laws. Despite the potential increase in labour expenses associated with near-shoring in comparison with offshore manufacturing, it can be compensated by an increase in productivity and automation, as well as the decreasing level of logistical complexity, which result in maintaining the margins and improving supply chain resilience (Soboleva et al., 2018).
[bookmark: _Toc211978722]Integrated Impact
Zero-based budgeting, in combination with the reshaping of the supply chain, will make General Electronics leaner, more flexible, and more financially resilient. There will be material cost reduction and cash efficiency which will resume profitability and cash outflow, supply-chain enhancements will minimize operational risks and increase customer satisfaction (Samo & Murad, 2019). Such a combined strategy should produce a significant decrease in operating costs and cash operating requirements in 12-18 months facilitating an improved balance sheet, better interest coverage and shareholder value.
[bookmark: _Toc211978723]International and ethical considerations
Globally and ethically, the reorganization plan should be keen in structuring taxes to maximize tax leakage which should follow the rules of transfer pricing in line with the OECD guidelines to avoid conflicts. Layered hedging and regionally matching sourcing and sales are the means to deal with currency risk and reduce it. The exchange rate volatility can be compensated by changing the price at geographies that are of low margins (Brigham & Houston, 2019). Under inflation pressure, it will be wise to include clauses of future escalation in supply contacts and focus more on energy saving and logistics enhancement in its operations. Such CSR provisions like modular design, publication of repair manuals, availability of spare parts, etc. make brands trusted, which coincides with trends of sustainability, giving possible access to green financing. Enhancement of the governance by aligning executive compensation with cash flow, confidence ratio of invested capital (ROIC) and working capital performance indicators and more extensive auditing and transparent reporting will enhance accountability in the restructuring.
[bookmark: _Toc211978724]Expected financial impact
The projected financial results involve the improvement of the operating margin of 300-500 basis points in 12 to 18 months due to the operation of SG&A and cost-of-goods-sold (COGS) efficiencies, and the further beneficial effect of the portfolio refocusing and the decrease in the returns. The cash conversion cycles are to be enhanced by 20 to 40 days by enhancing the management of the receivables, inventory, and payables and supply chain financing (SCF) (Hasanaj & Kuqi, 2019). The working capital release is likely to be helpful in operating cash flow. Reduced net debt, enhanced interest coverage and return on positive EBIT and enhanced base, which comes as a consequence of retained cash and/or new equity injection will enhance financial resilience. Within two years, these changes must propel the Altman Z-Score above 3.0, which would be an indication of reduced risk of default as well as improved credit (Corporate Finance Institute, 2023).


[bookmark: _Toc211978725]Investment Appraisal and Capital Budgeting
[bookmark: _Toc211978726]Methods and Assumptions
General Electronics investment projects are also examined based on five basic capital budgeting methods at the discount rate of 10% and the linear depreciation rate to zero. The approaches provide the complementary perspectives to make sound decisions. The most important metric is the Net Present Value (NPV) since it takes into account the time value of money and directly quantifies the value that is expected to be created. Internal Rate of Return (IRR) offers a convenient heuristic rate of return, but it should be used with caution when the cash flows are not normal (Nobanee & Al Hajjar, 2014). Capital rationing considers profitability Index (PI), in which it is crucial to allocate the funds to the project yielding the most benefits based on the amount of investment. Payback Period (PBP) lays emphasis on liquidity risk because it makes one see how initial investments will be reimbursed, which is important in cash management. Accounting Rate of Return (ARR) displays profit in the accounting earnings view as a ratio of investment and is popular because of its simplicity among management (Richards & Laughlin, 1980).
[bookmark: _Toc211978727]Payback Period (PBP)
Project A has a payback period of 3.4 versus 3.6 years in Project C, meaning that it breaks even faster and this could be a better liquidity profile. Project B on the other hand would take 5 years, the highest of all the three, hence, great cash flow risk. 

Although PBP is simple to comprehend and helpful in short term liquidity management, it ignores cash flows outside payback window and discounts neither cash flows nor time risk and this restricts its applicability in long term value assessment. PBP is also beneficial as it is easy and concentrates on liquidity, and it also has drawbacks such as neglecting to consider the time value of money and cash lapse after the payback period (Ko, Fujita & Li, 2017).
[bookmark: _Toc211978728]Accounting Rate of Return (ARR)
With the accounting perspective, Project C is seen to have the highest ARR of 30 percent, then Project A (27 percent) and Project B (20 percent). This measure represents the average yearly earnings in relation to investment without taking into account the timing of cash flow or the time worth of money that are crucial in the capital budgeting process. Some managers might like the simplicity of ARR although it needs to be used together and not instead of more rigorous measures of discounted cash flow. 

The main strengths of ARR are that it is simple to compute and simple to interpret with accounting information, is concerned with the profitability and comparing themselves with internal scorecards. Nevertheless, the cons of ARR are: ignoring the time value of a dollar, use of accounting profits as opposed to cash flows, sensitive to accounting policy, and non-existent time-based decision rule (Almamy, Aston & Ngwa, 2016).
[bookmark: _Toc211978729]Net Present Value (NPV)
NPV is a direct measurement of the value increment of a firm that can be accredited to each project, which is discounted at 10%. The most valuable-added investment is clearly identified through project C that has a positive NPV (4.23 million). Project A has also a value addition of modest value (1.32 million), whereas, Project B has NPV of negative value (-7.26 million), which is a value destruction, and therefore justifies rejection. 

Also, NPV provides the best measure of the decision because it integrates the risk of the decision with the discount rate and sums up all projected cash flows in the decision-making. The benefits of NPV are that the time value of money is taken into consideration, it is a direct measure of value creation and it is able to capture all cash flows. Its greatest weakness is that it may be sensitive to discount rate (Richards & Laughlin, 1980).
[bookmark: _Toc211978730]Profitability Index (PI)
PI also aids in the decision-making process by capital rationing as it is an indicator of value generated per unit of investment. The PI of project C is better than the PI of project A, which is 1.033 and project B which has a poor PI of 0.758. A PI greater than 1 implies that the discounted amount of cash inflows of a project will be greater than the initial expenditure, which verifies its financial feasibility. With a capital cap of 60 million, 

PI assists in picking up projects that have maximum value returns on limited funds. One of the benefits of PI is the fact that it can be used in cases of capital rationing to determine which project is the most efficient, however, one of the problems includes that it uses the NPV to compare project efficiency and misleading ranking of projects when they have varying lifespans (Ko, Fujita & Li, 2017).
[bookmark: _Toc211978731]Internal Rate of Return (IRR)
Project C has the largest IRR of 12.72 which is higher than the 10% hurdle rate in the company and shows that the company is using the capital effectively. The IRR of Project A is also above the threshold, 11.33% is also not as appealing. Project B is a flop with a virtually zero payback value indicating why the project should be rejected. IRR is a handy complementary tool that is deceptive in non-conventional cash flows or mutually exclusive options. 

These are benefits such as being able to easily communicate intuitive percentage and rates. Cons include that, it will have several IRRs of non-normal cash flows, will assume reinvestment at IRR, and may conflict with NPV in the ranking of a project (Nobanee & Al Hajjar, 2014).
[bookmark: _Toc211978732]Capital Rationing and Strategic Considerations
General Electronics will not be able to consider combinations of projects given the current capital constraint of 60 million since any pair (A+B=70m, A+C=90m, B+C=80m) would be above this constraint. As such, every project should individually be analysed in terms of financial payoff and strategic fit criterion to agree on the most appropriate investment in limited resources.
Project C is the most interesting investment out of these three projects. It has the highest Net Present Value (NPV) of about 4.23 million and represents the highest incremental value it contributes to the firm when the cost of capital has been considered. It has an Internal Rate of Return of 12.72% much higher than the 10 percent minimum hurdle rate of the corporate level indicating the efficient use of capital with good profitability during the five years period. The Profitability Index (PI) of 1.085 also supports the fact that, this project results in PS1.085 of discounted cash inflows, per PS1 invested which is higher than the other alternatives, and is most economical in the utilization of the limited capital (Calcagnini & Iacobucci, 1997).
Project C has slightly larger Payback Period (3.6 years) when compared to Project A (3.4 years), but this difference is not substantial as a statistical difference, and is clinically insignificant because Project C has better financial overall statistics. The Accounting rate of Return (ARR) also prefers Project C at 30% as it is more profitable in its average annual than its investment base in comparison with Projects A and B.
Since the liquidity position of General Electronics was laid-out and the cash operating cycle is long, cash flow management in project implementation should be handled with a lot of care. The inflows of cash in project C are back-loaded and it will generate significant returns in three and four years old (Almamy, Aston & Ngwa, 2016). This trend brings in execution and liquidity risk that has to be addressed by judicious releasing of the funds in milestones and financing of suppliers to make sure the timing of the cash flow is not difficult. This financial discipline will be maintained to address the short-term liquidity strains whilst maximizing on long-term returns.
Tactically, Project C is very related to the restructuring and expansion needs of the firm. Its core approaches of AI-enabled devices and energy-efficient smart home solutions are in line with emerging trends in the industry and regulatory requirements, including sustainability and right-to-repair requirements (Jaafar, Hassan & Ismail, 2021). These synergies also boost the opportunities of competitive differentiation, increase in revenue, and growth in margin of the project, and hence the financial appeal of the project on its own.
[bookmark: _Toc211978733]Final Recommendation
Based on the capital rationing constraint, quantitative and qualitative analysis, Project C is the decision to be made to invest at PS50 million. The allocation will maximize the shareholder value, as it implements the highest NPV and crosses the IRR hurdle rate, having the most suitable profitability index. In addition, PS10 million as the liquidity buffer in managing working capital and contingency is sufficient to give it financial flexibility to operate towards a sustainable turnaround.


[bookmark: _Toc211978734]Conclusion
Since 2022, General Electronics has suffered a drastic loss of earnings power, liquidity cushions, and the headroom of solvency, and 2023-2024 losses will bring Altman Z to a moderate-risk category. Although the company has strong gross margins and a good operating cash flow, its long cash operating cycle and high receivables days and declining cash balance require radical changes. It is suggested to move speedily to extract cash through working capital, re-orientate the portfolio by selling, re-capitalize the balance sheet by pausing buybacks and judicious equity raise, and re-engineer the supply chain to be fast and economical. Project C is preferred by capital rationing because it has the largest NPV, IRR over the hurdle and the most optimal PI which fits well with strategic recovery when stringent stage-gates and liquidity protection measures are observed. Implemented to high standards of governance and ethical investment in right-to-repair, supplier health, and open reporting, this plan is cost effective, can be global, and is responsible and sound in the current state of corporate finance practice.​
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Appendix A: Five-Year Financial Ratios (2020–2024)
GPM: Gross Profit Margin; OPM: Operating Profit Margin; NPM: Net Profit Margin; AT: Asset Turnover; InvT: Inventory Turnover; RecT: Receivables Turnover; COC: Cash Operating Cycle; D/E: Debt-to-Equity; D/A: Debt-to-Assets; Eq R: Equity Ratio; IntCov: Interest Coverage.
	NPM %
	ROA %
	ROE %
	Curr. R
	Quick R
	Cash R
	AT x
	InvT x
	RecT x

	6.28%
	7.56%
	12.31%
	1.82
	1.15
	0.32
	1.2
	3.64
	4.75

	0.88%
	1.04%
	1.92%
	1.56
	0.93
	0.28
	1.18
	3.19
	4.66

	0.07%
	0.08%
	0.15%
	1.56
	0.91
	0.31
	1.08
	2.79
	4.83

	-23.36%
	-27.60%
	-54.91%
	1.61
	1.06
	0.27
	1.18
	3.66
	3.73

	-6.09%
	-7.43%
	-15.69%
	1.53
	1.03
	0.17
	1.22
	3.54
	3.46

	Inv Days
	Rec Days
	Pay Days
	COC Days
	D/E
	D/A
	Eq R
	IntCov x

	100.3
	76.9
	69.3
	107.8
	0.63
	0.39
	0.61
	26.21

	114.5
	78.4
	79
	114
	0.85
	0.46
	0.54
	41.08

	131
	75.6
	66.7
	139.9
	0.88
	0.47
	0.53
	6.61

	99.8
	97.7
	64.5
	133.1
	0.99
	0.5
	0.5
	–19.69

	103.1
	105.5
	93.6
	115.1
	1.11
	0.53
	0.47
	–4.55


Appendix B: Altman Z-Score Components & Results
X₁: Working Capital/Total Assets; X₂: Retained Earnings/Total Assets; X₃: EBIT/Total Assets; X₄: Equity/Total Liabilities; X₅: Sales/Total Assets.
	Multipliers 
	        1.2000 
	       1.4000 
	           3.3000 
	      0.6000 
	      1.0000 
	 
	 

	Year
	X₁ (WC/TA)
	X₂ (RE/TA)
	X₃ (EBIT/TA)
	X₄ (Eq/TL)
	X₅ (Sales/TA)
	Z-Score
	Risk Zone

	2020
	0.2887
	0.6369
	           0.0730 
	1.5904
	1.2046
	3.6379
	Safe (Z ≥ 3.0)

	2021
	0.2358
	0.6472
	           0.0456 
	1.1773
	1.1788
	3.2246
	Safe (Z ≥ 3.0)

	2022
	0.2411
	0.6559
	           0.0289 
	1.1385
	1.0765
	3.0625
	Safe (Z ≥ 3.0)

	2023
	0.2745
	0.6532
	         (0.2397)
	1.0111
	1.1815
	2.2411
	Grey (1.8–3.0)

	2024
	0.2604
	0.6446
	         (0.0473)
	0.8993
	1.2212
	2.8196
	Grey (1.8–3.0)



	Year
	CA
	CL
	WC
	TA
	EBIT
	Equity
	TL
	Sales
	RE

	2020
	      326,843 
	     179,510 
	         147,333 
	    510,290 
	      37,267 
	 313,301 
	         196,989 
	 614,680 
	 324,990 

	2021
	      337,146 
	     216,787 
	         120,359 
	    510,348 
	      23,253 
	 275,949 
	         234,399 
	 601,602 
	 330,291 

	2022
	      338,040 
	     216,473 
	         121,567 
	    504,163 
	      14,548 
	 268,406 
	         235,757 
	 542,751 
	 330,698 

	2023
	      258,851 
	     161,148 
	           97,703 
	    355,872 
	    (85,301)
	 178,920 
	         176,952 
	 420,457 
	 232,460 

	2024
	      242,494 
	     158,291 
	           84,203 
	    323,354 
	    (15,297)
	 153,105 
	         170,249 
	 394,879 
	 208,431 


Appendix C: Investment Appraisal Summary
Capital Rationing (≤£60 m)
Only single-project selections are feasible. Project C is recommended: highest NPV (£4.23 m), IRR above hurdle (12.72%), strongest PI (1.085), and acceptable payback (3.6 yrs), leaving £10 m for contingencies.
	Project
	Inv. (£m)
	NPV (@10%) (£m)
	IRR %
	PBP (yrs)
	ARR %
	PI
	Decision (NPV/IRR/PI)

	A
	40
	      1.32 
	11.33%
	           3.4 
	27%
	1.033
	Accept / Accept / Accept

	B
	30
	    (7.26)
	0.00%
	           5.0 
	20%
	0.758
	Reject / Reject / Reject

	C
	50
	      4.23 
	12.72%
	           3.6 
	30%
	1.085
	Accept / Accept / Accept

	
	Interest rate
	
	
	10%
	

	Years
	A
	Cum
	B
	Cum
	C
	Cum

	0
	-40
	-40
	-30
	-30
	-50
	-50

	1
	10
	-30
	6
	-24
	5
	-45

	2
	12
	-18
	6
	-18
	10
	-35

	3
	14
	-4
	6
	-12
	20
	-15

	4
	10
	6
	6
	-6
	25
	10

	5
	8
	14
	6
	0
	15
	25



Curr. R	2020	2021	2022	2023	2024	1.8207509330956493	1.5551947303113194	1.5615804280441441	1.6062935934668752	1.5319506478574272	Curr. R	2020	2021	2022	2023	2024	1.8207509330956493	1.5551947303113194	1.5615804280441441	1.6062935934668752	1.5319506478574272	Quick R	2020	2021	2022	2023	2024	1.1499999999999999	0.93	0.91	1.06	1.03	Cash R	2020	2021	2022	2023	2024	0.32	0.28000000000000003	0.31	0.27	0.17	



D/E	
2020	2021	2022	2023	2024	0.63	0.85	0.88	0.99	1.1100000000000001	D/A	
2020	2021	2022	2023	2024	0.39	0.46	0.47	0.5	0.53	Eq R	
2020	2021	2022	2023	2024	0.61	0.54	0.53	0.5	0.47	




Z-Score	
2020	2021	2022	2023	2024	3.6379331307893743	3.2245899619088951	3.0625144129984099	2.2411126260460481	2.8195764888970398	



PBP (yrs)	
A	B	C	3.4	5	3.6	



ARR %	
A	B	C	0.27	0.2	0.3	



NPV (@10%) (£m)	
A	B	C	1.324176813555944	-7.2552793835493183	4.2253696034175334	



PI	
A	B	C	1.0331044203388986	0.75815735388168937	1.0845073920683506	


IRR %	
A	B	C	0.11327177468961591	1.9499957204516249E-12	0.12719763370558868	
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