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[bookmark: _vy0rzgqkrcmz]1. Introduction
General Electronics (GE) is a multinational consumer electronics company that has been experiencing dire financial depreciation in the recent 5 years in the form of dwindling revenues, diminished profit margins and waning investor confidence within the harsh market competition and high turnover. Being the new CFO, this report will assess the financial health, working capital efficiency, and liquidity risks of GE and suggest a feasible reorganization strategy and an evaluation of investment opportunities subject to capital rationing. The study incorporates financial, strategic and ethical insights within four analytical sections using ratio analysis, the Z-score of Altman, and the capital budgeting tools (PBP, ARR, NPV, PI, IRR) that lead to turning around recommendations that are based on evidence.
[bookmark: _vimd2of7290u]2. Financial Health Check
[bookmark: _4nbdd7be61fv]2.1 Overview of Financial Position

Figure 1: Trend Analysis
Over the five-year period from 2020 to 2024, General Electronics (GE) has faced a steady financial deterioration. Net sales declined sharply from £614,680 in 2020 to £394,879 in 2024, reflecting weakened market competitiveness and declining product demand. Operating income turned negative after 2022, signalling rising costs and inefficiencies, while net income plunged to a loss of £24,029 in 2024. Total assets also fell significantly from £510,290 to £323,354, indicating asset erosion and potential divestments. This downward trend highlights a severe profitability crisis and liquidity strain. Within the global consumer electronics industry, intense price competition, technological obsolescence, and supply chain disruptions have further intensified GE’s operational and strategic challenges.
[bookmark: _qv5tmxoswef5]2.2 Profitability Analysis

Figure 2: Profitability Ratio
The profitability ratios of General Electronics indicate that there is a strong and ongoing decline in profitability. In 2020 and 2024, the net margin was 6.28 per cent and -6.09 per cent, respectively, which implies that the company increases costs, decreases revenues, and fails to implement effective pricing policy. In a similar manner, the ROCE decreased to -9.27% as compared with 11.27% indicating that the capital is currently yielding no profit but losses to the company. The sudden drop in 2023 when operating income became negative by a significant margin indicates the existence of high operation inefficiency, lack of capacity utilisation, and failure in cost control. The performance of GE is underwhelming compared to the industry average ROCE (10-15%). The causes of profitability erosion are the increasing costs of inputs, the price war with the competitors, and the lack of product innovation. Cost restructuring and enhanced production efficiency are needed to make the current model sustainable for the firm. Profitability recovery is on the list of top priorities of the strategy (Sinaga and Hermawan, 2023).
[bookmark: _mt0ltx518v80]2.3 Liquidity Analysis

Figure 3: Liquidity Ratio
The GE liquidity position is weak and reflects reduced ability to meet short-term obligations. The current ratio decreased from 1.82 in 2020 to 1.06 in 2023, with a slight improvement of 1.53 in 2024. On the same note, the quick ratio ranged between 1.15 and 0.91 implying that current liabilities are just met by the liquid assets. This degradation indicates a decline in the cash flow and excessive reliance on short-term lending. Although the inventories decreased to £79,355 as compared to the previous level of £120,430, the decreasing trend can only be attributed to the decreasing demand and not efficiency. The liquidity limits increase the chances of cash scarcity particularly during fluctuating sales. A global electronics company should have a ratio of more than 1.5; therefore, the near solvency of GE reveals the immediate necessity to pay closer attention to its receivables collection, inventory operations, and improved cash flow management (CredAble Team, 2025).
[bookmark: _n5u67j6o4yxe]2.4 Efficiency Management

Figure 4: Efficiency Ratio
The indicators of efficiency indicate inefficient use of assets and ineffective operational control. The inventory turnover days (50-57) are still high, which means that it is slow to move the stock and the holding costs increase. The number of days outstanding increased by 38 to 53 days indicating that the customers were paying at a slower rate with the payable days varying erratically. The outcome is the increased cash conversion cycle, which is consuming the liquidity and necessitating the increased dependence on the external financing. This kind of ineffectiveness in a dynamic electronic business that easily goes out of date is especially harmful. The working capital of the firm is tied up in unproductive assets which erode the cash flow and profitability. There should be better supply chain coordination, automation, and stricter management of credit that will help reduce the cycle and free working cash (Smith, 2024).
[bookmark: _xxfyme7bl7sl]2.5 Capital Structure and Gearing

Figure 5: Capital Ratio
The company's capital structure has been erratic. The debt-to-equity ratio increased to 0.99 in 2023, with the trend of increasing the dependence on debts and then reducing to 0.85 in 2024, which was a result of the erosion of equity rather than the repayment of debt. The interest coverage ratio fell to -0.41, which is lower than 1.86, indicating that GE is no longer in a position to cover interest payments using the operating income. The increasing leverage and the fact that it has incurred continuous losses has exposed the firm to default and credit downgrades. Over borrowing has also restrained financial flexibility and raised the cost of financing. It is necessary to restore a sustainable capital mix by restructuring the debt capital, injecting in equity, or disposing of the assets to lower the gearing, improve solvency, and to win the faith of the lenders (Cbonds, 2024).
[bookmark: _qy9551m5yw4i]2.6 Investment Ratios

Figure 6: Investment Ratios
The level of investment performance has declined drastically. ROA dropped at -0.02 in 2024 as compared to 0.09 in 2020, and the same can be said about ROE, which dropped to -0.16 as compared to 0.12, both of which confirm that both assets and shareholder capital are annihilating instead of generating value. Lack of utilisation of assets, sluggish innovation practices and insufficient strategic investments have reduced returns. The substantial decrease in the equity returns also indicates the loss of investor confidence. GE needs to unload unproductive assets, reinvest in high-margin segments, and implement more stringent investment appraisal techniques to rebuild value, which should be capital deployed with an efficient and effective approach and brings sustainable returns (ACCA, 2024). 
[bookmark: _qwyn36a8c7i2]2.7 Market Ratios

Figure 7: Market Ratios
Market ratios indicate a breakdown in the investor confidence. Earnings per share (EPS) dropped to -1.85 in 2024 or half of that in 2020, where the market price per share reduced by half to £11.81 or half of 22.55. The P/E ratio became negative and this indicated the pessimism of the investor and absence of visibility of profits. This is a fall which reflects financial turmoil and a non-breathing business environment. The market reaction indicates that shareholders desire restructuring or even dilution of equity. Overcoming the sentiment will need obvious signals of profitability recovery, strategic transparency, and new investment in innovation to recover the credibility and reinstate the valuation multiples (Ulbert, Takács and Csapi, 2022).
[bookmark: _g5312zlttn7o]2.8 Cashflow Ratio

Figure 8: Cashflow Ratio
Acute liquidity stress is represented by cash flow ratios. The operating cash flow ratio declined to 0.02 in 2024 as compared to 0.43 in 2020, indicating that operating cash is barely enough to pay off liabilities. The ratio became negative in 2023 and it reflects both operational losses and poor cash conversion. The sales to cash flow ratio decreased as well, falling between 0.13 to 0.01 and the cash efficiency fell at a high rate. There is incessant negative cash flows, which is an indication of protracted credit terms and waning sales receipts. The working capital discipline, expense discipline and non-performing asset divestment should be reformed immediately to generate positive cash flow and avoid insolvency (Enoch, Marston and Taylor, 2022).
[bookmark: _psmpy09o1c0w]2.9 Corporate Failure Prediction
[image: ]
Figure 9: Altman Z-Score of General Electronics
The Altman Z-Score of General Electronics is 2.98, and this results in the position of the firm being along the upper boundary of the Greys Zone, being a border region between financial stability and possible distress. It means that, so far the company is not under the threat of bankruptcy, but its financial standing is quite shaky and may only get worse without the proper intervention. The strong working capital and equity-to-assets ratio show some short-term solvency, but unfavorable profitability (X3 = - 0.06) undermines its performance. To enter the Safety Zone (Z > 2.99) and be financially sustainable in the long-term, GE needs to enhance earnings and operational efficiency as soon as possible (CFI Team, 2023).
[bookmark: _d4flhnfxcbvc]2.10 Summary of Key Findings (Trends, strengths and threats)
General Electronics demonstrates a definite negative shift in sales, profitability, and asset value over the five-year period, which is the indication of the continued decline in finances. Profit margins and all profitability ratios have become negative and liquidity ratios do not show much variation. It is a sign of short term strength, but long term weakness. Solvency position, decent asset base and re-structuring possibility are among the strengths of the company. Nonetheless, decreasing revenues, overuse of leverage, negative cash flows, and lack of investor trust can be considered as major weaknesses (Annapoorna, 2022). The rising competition in the market, coupled with the inefficiency in the operations, also pose further threats on the recovery and therefore the strategic restructuring and prioritising the investments is paramount in restoring profitability and stability.
[bookmark: _4x05n8sq1db0]3. Working Capital Management Analysis
[bookmark: _be2edwmktnst]3.1 Cash Operating Cycle Analysis

Figure 10: Cash Operating Cycle
The cash conversion cycle (CCC) of General Electronics indicates that there is a steady decrease in efficiency of operation and management of liquidity within the five years of operation. The CCC ranged between 54 days in 2020 and 70 days in 2022, but it was slightly reduced (58 days) in 2024. This trend shows that there are delays in converting operational inputs into cash receipt. The days in inventory turnover increased to 50 to 66 and then settled to 52, which indicated ineffective inventory management and may have been overstocking the products that turn slowly. The average days outstanding debtors increased to 53 versus 38 indicating poor credit collection and increased dependency on generous customer credit terms. In 2024 the payables turnover days were established at 47, but the overall cash cycle is long and limits the liquidity status of the company and makes it fully reliant on external funding to sustain operations (Huynh, 2024).



Figure 11: Working capital
On the same note, the working capital position of the company has been on the decline as the company declined to 84.2 million in 2024 compared to the period of 2020, 147.3 million. The loss comes due to decreasing current assets, especially the inventories and receivables and permanent current liabilities. The low working capital means that there is less internal liquidity available to finance the daily operations, a factor that causes a further burden on the short-term financing. This wearing is an indication of falling sales, ineffective conversion of cash and poor working capital. To regain financial stability, GE needs to improve its receivables management, optimize its inventory basis via demand forecast, and negotiate with their suppliers longer credit periods to ensure reduction in its cash conversion cycle and enhance liquidity sustainability (Woods, 2023).
[bookmark: _begbx116r3gk]3.2 Strategies to Improve Liquidity
In the effort to improve the liquidity General Electronics should aim at streamlining the working capital efficiency by undertaking vigorous reforms in inventory control and credit control. To optimize inventory control requires matching a stock level with actual demand by having accurate forecasting and automated inventory tracking systems. A Just-in-Time (JIT) strategy will assist in reducing surplus inventory, lessening holding expenses, and tying up cash. Moreover, the old or slow-moving goods can be identified and liquidated to increase the inventory turnover (Jenkins, 2024).
Concerning the receivables, credit policy needs to be revised so as to bring down the time taken to collect. These involve introduction of more stringent credit evaluation, early payment rates, and timely follow-ups to hasten influx of cash. The collection process can be optimized using digital invoicing and automated payment reminders to increase transparency (Farcas, 2023). 
Also, supplier financing or reverse factoring may be realized through GE whose suppliers will have the advantage of getting early payments with the use of third-party financing at the cost of the GE, but with the benefit of the longer payment terms. This keeps the supply chain trusted as it conserves cash. Introduction of digital payment system may also quicken the settlements and also minimize the delays in the transactions (Jean, 2024). Collectively, these measures will enhance the liquidity position, decrease the dependence on the external loans of finance, and enhance the cash flow of operations so that such GE is in a better position to be financially more resilient and have a steadier flow of working capital.
[bookmark: _79uink2wqz9m]3.3 Short-term vs Long-term Financing
	Financing Option
	Description
	Impact on Liquidity Stability
	Impact on Interest Cost

	Short Term Financing 

	Trade Credit
	Trade credit allows GE to purchase goods and pay suppliers later, typically within 30–90 days.
	Enhances short-term liquidity by deferring cash outflows and maintaining inventory availability.
	Usually interest-free if paid within the credit period, but late payments may lead to penalties or loss of supplier goodwill (Corporate, 2025).

	Bank Overdraft
	A flexible short-term borrowing facility that allows the firm to withdraw more than its account balance up to an agreed limit.
	Provides immediate access to funds for day-to-day needs. Covers cash shortfalls, improving liquidity flexibility (van Eeghen, 2021).
	Interest is charged on the overdrawn amount, often at variable rates, making it costlier during extended use.

	Long Term Financing 

	Factoring (Receivables Financing)
	GE can sell its accounts receivable to a financial institution at a discount to obtain immediate cash (The Hartford, 2025).
	Strengthens liquidity by converting receivables into cash quickly, reducing collection delays.
	Carries higher implicit costs due to discount fees, reducing profit margins but improving cash availability.

	Term Loans
	Long-term borrowing repaid over several years, generally used for major restructuring or investments.
	Provides capital stability for long-term financing but does not directly enhance short-term liquidity (Reiter and Leopold Zessner-Spitzenberg, 2023).
	Offers lower interest rates than short-term credit but increases long-term debt obligations and interest burden.



Such short-term funding sources as trade credit, overdrafts, or factoring can be used to manage the liquidities in the short term but at different prices. Term loans that are long term give stability to funding but should be balanced to not get over-leveraged and increase interest commitments.
[bookmark: _a7by9pqxkn1x]4. Strategic Financial Restructuring Plan 
[bookmark: _ur61zmclu0te]4.1 Objectives and Rationale
The main goal of the financial restructuring of General Electronics is to regain solvency, enhance efficiency of capital and regain investor confidence. Due to increasing leverage, incurred losses, and decreasing asset utilisation, the balance sheet and credit position of the firm has been undermined over the last five years. The objective of restructuring is to simplify the capital structure, decrease the level of debt, and access the liquidity that can be used to recover operations.  
[bookmark: _mbkt46imry7g]4.2 Strategic Restructuring Options
Divestiture: Disposal of Non-Core Assets to Increase Liquidity
GE needs to embark on a focused programme of divestment of non core or poor performing business divisions. This can be put into effect with instant effect to increase liquidity and lessen the financial burden through the release of funds tied up in low yielding assets. Other possible divestiture points are old product lines or local subsidiaries whose focus does not accompany that of the core focused company of technology. The revenue generated can be invested back in high-margin areas like smart devices or IoT enabled electronics, assisting growth through innovation (Choudhary et al., 2025). Also, through the divestment, the overhead cost may be lowered, such that the management can concentrate on those operations that are profitable. Although, its implementation should be carefully controlled so that the markets are not subjected to negative perception or operational effects.
Merger/Acquisition: Market Expansion and Cost Synergies
Strategic merger / acquisition (M and A) is an activity that provides GE a chance to increase its market presence, thereby tapping economies of scale. The collaboration with a complementary company, especially one that is digitally innovative or production efficient, would be able to create cost scale efficiencies and common technological benefits. These team work can increase market availability, streamline supply chain, and evade supplier bargaining power. However, M&A has to be helped by considering cultural integration, regulatory approvals and shareholder approval in order to succeed in the long term. The planning of post merger integration is vital so as to avert value dilution and inefficient operations (Fantaguzzi and Handscomb, 2024).
Equity or Debt Restructuring: Lowering Cost of Capital and Strengthening the Balance Sheet
The high gearing and a low interest coverage ratio of GE require capital structure optimisation. A part of previously obtained debt could be converted to equity, or new equity could be issued to minimize interests and enhance solvency. The cash flow pressures can be relieved also through debt restructuring, in the form of renegotiating the terms of the loans or extending the maturity or reducing the interest rates. This practice consolidates financial flexibility besides boosting the opinion of investors by indicating proactive governance (Gtreasury.com, 2025). Nonetheless, a high amount of equity issue can lead to the dilution of ownership so a balance of reduction of leverage and maintenance of value should be taken.
[bookmark: _l27tu361zrdl]4.3 Financial and Shareholder Impact
This plan of restructuring will imply substantial effects on the financial level and shareholder interests of GE.
Divestiture of non-core assets would be viewed positively in terms of liquidity in the short-term and at the same time it will reduce balance sheet risk. In the short-run, immediate losses on valuation can be recorded due to the assets being sold at less than book value. The distilled and long-term target of core operations will likely enhance profitability level, the rate of profit on assets (ROA), and bring in investors who are interested in cost-effective operations (Umi Hasanatun et al., 2025).
About the capital structure, debt- equity ratios would stabilise after equities issuance and debt renegotiation. Lower interest charges will reinforce cash flows and increase after interest and tax, earnings before interest and taxes (EBIT). Improved solvency would as well provide improved credit rating enabling GE to secure cheaper financing in days to come. All these changes reduce the weighted average cost of capital (WACC) in the company, increasing the effectiveness of capital allocation (Lynch, 2021).
In the case of earnings per share, the short term dilution can be experienced due to new equity issues. Nevertheless, the higher profitability and lower interest charges would compel the changes in the medium-long term EPS. It is important to ensure confidence through clear communication with the shareholders regarding the reasoning and possible results (Ngoc, Nguyen and Pham, 2023).
Investor confidence perspective, restructuring has been an indication to investors that management is committed to turnaround and fiscal discipline. Such measures are normally perceived to be positive by institutional investors as long as they are backed by an effective strategic implementation. GE can regain shareholder trust, boost market valuation, and get back to the safety net of financial stability by strengthening its governance, decreasing leverage and redressing its focus towards innovation-led growth (Rudevska et al., 2024).
[bookmark: _ujo5u9rkx9q2]4.4 International Financial Considerations
Since GE is a global company, foreign monetary aspects are crucial in the re-engineering effort. The compliance with transfer pricing and the effective utilisation of tax-efficient jurisdiction should be used to optimise tax planning reducing the effective tax rates. Where applicable, GE has to assess the capital gains tax position during asset divestitures or cross-border mergers and request the relief of a double tax position.
Another significant risk is exchange rate volatility, which is particularly a big risk within the context of high operations in Asia and Europe. A currency hedging instrument like forward contracts and natural hedges may be used to protect profit margins against unfavorable movement. Also the inflationary forces in the emerging markets would play down real returns and so, regional pricing strategies and cost management would have to be altered (Dekimpe and Heerde, 2023).
The restructuring process also requires that foreign-denominated debt should be managed prudently since depreciation of foreign currency will grow bad debts. By centralising the treasury control activities and consolidating global operations, there will be effective utilisation of cash flows (JP Morgan, 2025). On the whole, a globally coordinated financial policy will stabilise the results of restructuring at GE and reduce the exposure of cross-border risks.
[bookmark: _8tyvc6v1xaf2]4.5 Ethical and CSR Considerations
GE should use the principles of ethical and corporate social responsibility (CSR) to restructure the organisation so that it remains fair, transparent, and long-term stakeholder trust is secured. Asset sales, workforce cuts, or mergers should also be done prioritising the welfare of the employees, equity towards creditors and open dealings with the investors. Corporate integrity is enhanced by keeping restructuring goals and financial impact secret (Yang, Yue and Dong, 2024).
The other aspect of CSR alignment would be to make sure that the environmental and social commitments are not breached in the process of cost-cutting. The ethos of its operations should continue to center on sustainable sourcing, the adoption of green technology and practices governing the entire supply chain as a responsible entity (McQuillen, 2024). Retraining and social support programs that deal with communities impacted by divestitures or layoffs are ethical leadership. The socially responsible restructuring will improve the reputation of GE, ease the resistance of the stakeholders and achieve a sustainable financial recovery in line with the best practices of corporate governance.
[bookmark: _r2mmrhpiwf6k]5. Investment Appraisal and Capital Budgeting 
[bookmark: _du5fir4v55wa]5.1 Investment Context and Objectives 
General Electronics financial turn around strategy will include the new investment initiatives such as Project A, Project B and Project C. Individual projects are focused on reshaping the growth, reinforcing the profitability, and boosting efficiency of the operations after several years of financial downtrend. In tandem with the company restructuring goals, these investments aim at innovation, market expansion and value creation in the long term. Project A is seen as an incremental growth with moderate cash flows, Project B is seen as stable and steady returns and Project C is seen as high growth with higher volatility of cash flows. These efforts in totality will see the restoration of investor confidence and capital allocation will be optimised and GE will be positioned to secure long term competitiveness in the global electronics sector.
[bookmark: _hv50vxf9inn7]5.2 Project A Appraisal
[image: ]
Figure 12: Project A Summary Appraisal
Project A involves initial investment of 40M pounds, and it is expected to have total cash inflows of 54M pounds after five years. According to the Payback Period (PBP) the payback period equals 3.4 years, which is acceptable in terms of liquidity and risk balance as it is a reasonable period of time to expect a project to be fulfilled in a middle-term project. Accounting Rate of Return (ARR) 7 is a moderate profitability which is slightly lower than the 10 percent target rate, meaning that the project is not feasible but the accounting results are not outstanding (Vipond, 2025).
Considering the discounted cash flow, Net Present Value (NPV) at 10 percent discount rate stands at 1.32 million pounds, which will make a modest positive contribution to the shareholder value. The financial acceptability is also supported by the Profitability Index (PI) of 1.03 as much above 1 signifies that the benefits of the project will be more than the costs. Furthermore, the Internal Rate of Return (IRR) stands at 11.33, which is slightly above the cost of capital of the company (10%) and it is an indication that the project can generate a small real return (Zhang, 2022).
The NPV and ARR however are relatively low indicating that the margins have limited scope of error should the cash inflows fail to perform well. Thus, Project A can be considered financially viable- though it has mediocre returns and should be pursued provided there is a strategic fit, or operational synergies which would warrant the investment beyond mere financial consideration of the project.
[bookmark: _pi0ecufsb00l]5.3 Project B Appraisal
[image: ]
Figure 13: Project B Summary Appraisal
Project B needs a starting amount of investment of £30 million with the annual cash inflows of R 6M each year paid over five-year. Payback Period (PBP) is in fact 5 years, of which the project covers its cost right on time on the period when it concludes, thus it does not bring any liquidity benefit. Although there are predictable inflows in the project, the lack of excess cash in previous years undermines its functionality in allowing support of short-term liquidity (ClearTax, 2023). The Accounting rate of Return (ARR) stands at 0 showing no accounting profit accounting depreciation of £6 million in the year and hence no improvement in the reported profitability.
Discounted cash flow viewpoint The project displays a negative Net Present Value (NPV) of -7.26 million at a discount rate of 10% indicating the fact that the future inflows of cash do not generate the necessary number of discount rate. The Profitability Index (PI) of 0.76 is also indicative of the fact that the profitability of the project is less than the costs and thus, the project is financially unappealing. Furthermore, the Environmental Internal rate of return (IRR) =0 shows that the project barely covers on a cash basis with no actual gain on top of the cost of capital of the firm (Amir Tavangar, 2024).
Finally, although Project B is a low-risk and stable one, its overall financial performance is not viable, as it does not cause shareholder value creation or in the turn-around goal of GE, which is to recover their profitability and expansion.
[bookmark: _59ygc2ydclhf]5.4 Project C Appraisal
[image: ]
Figure 14: Project C Summary Appraisal
Project C incurs cost of an investment of £50m and realizes cash inflows within 5 years of a total of 5m, 10m, 20m, 25m and 15m respectively. Important appraisal outcomes: Payback = 3.6 years, ARR = 10 percent, NPV = 10 percent = 4.23m, PI = 1.08 and IRR = 12.72. All these metrics reveal that Project C is financially viable: NPV value is positive (value-addition), the IRR is greater than the 10% discount rate, PI is positive (greater than 1) and the payback falls within a mid-term horizon period, which are all favourable to proceed with the investment (Bajaj Finserv, 2023).
This project provides growth in advance of the second year (high Year-3/4 cash flows) which will cause a comparatively low payback and a premium on the cost of capital. It is consistent with a turnaround priority of investing capital in more growth, more profitable projects and would presumably make a good investment to investors with a credible funding source.
Although NPV is good, the positive margin is small based on lower sales compared to the longer delays (highly unfavorable base) where NPV can become negative. Project C is more vulnerable to implementation and market risk as compared to Project A/B because its cash-flow volatility is greater. Since GE is poorly liquidated and highly geared, the commitment of £50m will significantly affect the balance sheet and has limited the capacity to enter into other initiatives due to the capital ratios of not exceeding 30 percent which is the lower end of the rationing margin (Pietrovito and Michela Rancan, 2024).
Accept Project C under both secured, non-dilute or restructured financing (debt renegotiation or directed equity injection) and both rigorous and rigid stage-gates. Protect downside by doing sensitivity of runs and encircling contingency triggers (cost cap, go/no-go at the end of Year 2). In case GE would not be able to find stable funding without deepening solvency, wait for the enactment of balance-sheet repair mechanisms.
[bookmark: _uz7v7voekonw]5.5 Comparative Evaluation under Capital Rationing
The selection of one or a combination of projects within the imposed capital rationing limit of £60 million is possible only as far as this limit is a ceiling of the investment. According to the financial parameters, Project C is the best option (NPV of £4.23 million, IRR of 12.72, PI of 1.08, and payback period of 3.6 years) compared to the other two projects (Project A is averagely viable (NPV of 1.32m minus growth rate of 11.33), and Project B is not financially viable (NPV of -7.26m PI of 1.08).
Since the constraint on investment is £60m, project C (investment of£50m) would mean the use of 83 percent of the available investment but with the greatest return of the pounds invested. Alternatively, a combination of Project A (£40m) and Project B (£30m) would surpass the limit hence not feasible. Thus, Project C is of the first priority, then Project A, and Project B should be discarded. The best capital version in the existing limitations will be to allocate funds to Project C only, hence financial and strategic value generation within given resources.
[bookmark: _vzb1apamsazr]5.6 Final Investment Recommendation
Project C is the most appropriate investment General Electronics should undertake based on the comprehensive appraisal and capital rationing conditions. It produces the best NPV (£4.23m) and IRR (12.72%) as compared to the cost of capital of a firm (10%), which poses actual potential of value addition and profitability improvement. Profitability Index (1.08) indicates efficient use of the capital and its payback period of 3.6 years is a good balance between recuperated liquidity and long-term growth (CFI Team, 2025).
Project C has been strategically, in line with the turnaround goals of GE to rebuild the competitiveness in the market, diversify into new product lines in which they have a higher growth potential, and regaining the shareholders confidence. The growing cash flow of the project starting in Year 2 reflects enhanced working capital operations and future reinvestment ability. But considering the liquidity position of GE is low some form of financing is necessary so as to avoid over-leveraging; which would be better done by a combination of retained earnings, part of the divestiture proceeds or restructured low-cost debt (Speedbooks.co.uk, 2025).
Finally, Project C must take precedence as the main growth project within the capital restriction limit (60m) of the financial standing since it provides the greatest contribution to financial revival, business re-establishment and sustainability in the long term of the business of General Electronics.
[bookmark: _ubmmjqj1kfg5]6. Conclusion and Strategic Outlook
The financial analysis of General Electronics shows that the company has experienced a phase of consistent decreases in profitability, liquidity and asset efficiency which can be attributed to lack of control over cost, inability to optimally use the capital and over-leveraging. Ratio and trend analysis ratifies the falling returns, and the stress of solvency, and explicates the necessity of structural reform. The proposed financial restructuring proposal consisting of selective divestiture, debt renegotiation and increase in equity will replenish liquidity, improve balance sheet and lessen the financial risk. Investment wise, Project C can be seen as the best growth project to be executed under capital rationing with the greatest NPV and IRR that is consistent with the strategic turnaround objectives of GE. With the application of this project, the management of working capital would become more effective and dependable coupled with cash flow discipline which, in turn, is likely to generate profitability and increase solvency and shareholder value during the medium-term.
In the future, the vision of GE must focus on sustainability, ethicality, and scalability not only domestically, but internationally as well, which is possible by ensuring the digital transformation and developments of its products based on innovations, and responsible governance. With the financial prudence and social and environmental accountability, General Electronics may stop its recovery efforts and move on to leadership: becoming a robust, empirically transparent and competitive participant in the world consumer electronics market.
[bookmark: _ss8c6bs54ds3]
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Trend Analysis
Net sales	2020	2021	2022	2023	2024	614680	601602	542751	420457	394879	Operating income (loss)	2020	2021	2022	2023	2024	37267	23253	14548	-85301	-15297	Net income (loss)	2020	2021	2022	2023	2024	38572	5301	407	-98238	-24029	Total assets	2020	2021	2022	2023	2024	510290	510348	504163	355872	323354	




Profitability Ratios
Net Margin C/A	
2020	2021	2022	2023	2024	0.062751350296089	0.00881147336611248	0.000749883464056262	-0.233645771149012	-0.0608515519944084	Return on Capital Employed (ROCE) B/(D-E)	
2020	2021	2022	2023	2024	0.112664006288167	0.0792101130599773	0.0505683200667385	-0.43806105051252	-0.0926737064030098	



Liquidity Ratios
Current Ratio A/C	
2020	2021	2022	2023	2024	1.82075093309565	1.55519473031132	1.56158042804414	1.60629359346688	1.53195064785743	Quick Ratio (A-B)/C	
2020	2021	2022	2023	2024	1.14986908807309	0.934913071355755	0.914012371057822	1.05851763596197	1.03062713609744	



Efficiency Ratios
Inventory Turnover Days	
2020	2021	2022	2023	2024	50.1306383774611	57.2594356791869	65.5204067520534	49.8915211352227	51.5594905388326	Receivables Turnover Days	
2020	2021	2022	2023	2024	38.4289752391488	39.1982365417668	37.7763375839013	48.8724649607451	52.7711400201074	Payables Turnover Days	
2020	2021	2022	2023	2024	34.6452121690418	39.4763886361197	33.3596421135126	32.2348070747018	46.8008526621215	



Gearing Ratios
Debt/Equity Ratio	
2020	2021	2022	2023	2024	0.62875317984941	0.849428698781297	0.87835964918817	0.989000670690812	1.11197544169034	Interest Coverage Ratio	
2020	2021	2022	2023	2024	1.86335	0.415232142857143	0.165318181818182	-1.55092727272727	-0.41387987012987	



Investment Ratios
Return On Assest (ROA)	
2020	2021	2022	2023	2024	0.086039310980031	0.031507912248113	0.0225978502984154	-0.25923365704523	-0.0575159113541196	Return On Equity	
2020	2021	2022	2023	2024	0.123114832062458	0.0192100714262418	0.00151635954486859	-0.54906103286385	-0.156944580516639	



Market Ratios
Price/Earnings Ratio	
2020	2021	2022	2023	2024	8.11186939025761	52.5482018909423	704.31131753654	-1.82176959685253	-6.38625352723663	



Cashflow Ratios
Operating Cash Flow Ratio	
2020	2021	2022	2023	2024	0.437596791265111	0.207055773639563	0.183556378855562	-0.0574006503338546	0.0186365617754642	Sales Ratio	
2020	2021	2022	2023	2024	0.127794950218	0.0746124514213716	0.0732103671849522	-0.0219998715683173	0.00747064290580152	




Cash Conversion Cycle	
2020	2021	2022	2023	2024	53.9144014475681	56.981283584834	69.9371022224421	66.5291790212659	57.5297778968185	



Working Capital (£m)	
2020	2021	2022	2023	2024	147333	120359	121567	97703	84203	
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Company Name

General Electronics

X1 0.26

Date performed 11/7/2025

X2 1.01

X3 -0.06

Company Type

Public company (Original Z-score)

X4 0.38

X5 1.22

Total Assets

323,354                                             

Total Liabilities

170,249                                             

Z-Score 2.98

Current Assets

242,494                                              Z = 1.2 * X1 + 1.4 * X2 + 3.3 * X3 + 0.6 * X4 + 1 * X5

Current Liabilities

158,291                                             

EBIT

18,598  -                                              

Zone Grey Zone

Retained Earnings

324,990                                             

Net Sales

394,879                                             

Z > 2.99 SAFETY ZONE

Market Capitalization

64,800                                                

1.81 < Z < 2.99 GREY ZONE

Share Capital

313,301                                             

Z < 1.81 BANKRUPT ZONE

Altman Z-Score Analysis 
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Evaluation Method Result

Payback Period

3.4 years

Accounting Rate of Return 

(ARR)

7.00%

Net Present Value (NPV)

£1.32m

Profitability Index (PI)

1.03

Internal Rate of Return (IRR)

11.33%
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Result

Payback Period
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Accounting Rate 

of Return (ARR)

0.00%
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(NPV)

-£7.26m

Profitability Index 

(PI)

0.76
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Return (IRR)
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Evaluation 

Method

Result

Payback Period

3.6 years

Accounting Rate 

of Return (ARR)

10.00%

Net Present Value 

(NPV)

£4.23m

Profitability Index 

(PI)

1.08

Internal Rate of 

Return (IRR)

12.72%
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Initial Investment (£m) Year

Annual Cash 

Inflow (£m)

Cumulative 

Cash Inflow 

(£m)

Payback Period 

(Years)

1 £           10.00   £            10.00 

2 £           12.00   £            22.00 

3 £           14.00   £            36.00 

4 £           10.00   £            46.00 

3 + (4 

remaining/10) = 

3.4 years

Payback Period Project A

40
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Year Cash Flow (£m)

Initial Investment 40.00 £                          

1 10.00 £                          

2 12.00 £                          

3 14.00 £                          

4 10.00 £                          

5 8.00 £                            

Total Cash Flow 54.00 £                          

Average Annual Cash Inflow (£m)

10.80 £                          

Annual Depreciation (£m)

8.00 £                            

Average Annual Accounting Profit (£m)

2.80 £                            

ARR

7.00%

Project A

Accounting Rate of Return
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10%

Year Cash Flow (£m) Discount Factor (10%) Present Value (£m)

0 40.00 -£               1.00                                               40.00 -£                    

1 10.00 £               0.91                                               9.09 £                      

2 12.00 £               0.83                                               9.92 £                      

3 14.00 £               0.75                                               10.52 £                    

4 10.00 £               0.68                                               6.83 £                      

5 8.00 £                 0.62                                               4.97 £                      

1.32 £                      

Discount Rate

Project A

Net Present Value

Net Present Value
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10%

Year Cash Flow (£m) Discount Factor (10%)Present Value (£m)

0 40.00 -£               1.00       40.00 -£                    

1 10.00 £               0.91       9.09 £                      

2 12.00 £               0.83       9.92 £                      

3 14.00 £               0.75       10.52 £                    

4 10.00 £               0.68       6.83 £                      

5 8.00 £                 0.62       4.97 £                      

41.32 £                    

1.03                         

Profitability Index

Profitability Index

Project A

Discount Rate

Present Value
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Year Cash Flow (£m)

0 40.00 -£              

1 10.00 £              

2 12.00 £              

3 14.00 £              

4 10.00 £              

5 8.00 £                

Internal Rate of Return 11.33%

Project A

Internal Rate of Return


image11.emf
Initial Investment (£m) Year

Annual Cash 

Inflow (£m)

Cumulative Cash 

Inflow (£m)

Payback Period 

(Years)

1 £               6.00  £                  6.00 

2 £               6.00  £                12.00 

3 £               6.00  £                18.00 

4 £               6.00  £                24.00 

5 £               6.00  £                30.00 

5.0 years

Payback Period Project B

30


image12.emf
Year Cash Flow (£m)

Initial Investment 30.00 £              

1 6.00 £                

2 6.00 £                

3 6.00 £                

4 6.00 £                

5 6.00 £                

Total Cash Flow 30.00 £              

Average Annual Cash Inflow (£m)

6.00 £                

Annual Depreciation (£m)

6.00 £                

Average Annual Accounting Profit (£m)

- £                 

ARR

0.00%

Project B

Accounting Rate of Return
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10%

Year Cash Flow (£m) Discount Factor (10%) Present Value (£m)

0 30.00 -£                   1.00                                30.00 -£                    

1 6.00 £                     0.91                                5.45 £                      

2 6.00 £                     0.83                                4.96 £                      

3 6.00 £                     0.75                                4.51 £                      

4 6.00 £                     0.68                                4.10 £                      

5 6.00 £                     0.62                                3.73 £                      

7.26 -£                       Net Present Value

Project B

Discount Rate

Net Present Value
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10%

YearCash Flow (£m) Discount Factor (10%) Present Value (£m)

0 30.00 -£               1.00                                30.00 -£                    

1 6.00 £                 0.91                                5.45 £                      

2 6.00 £                 0.83                                4.96 £                      

3 6.00 £                 0.75                                4.51 £                      

4 6.00 £                 0.68                                4.10 £                      

5 6.00 £                 0.62                                3.73 £                      

22.74 £                    

0.76                         

Present Value

Profitability Index

Project B

Discount Rate

Profitability Index
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Year Cash Flow (£m)

0 30.00 -£              

1 6.00 £                

2 6.00 £                

3 6.00 £                

4 6.00 £                

5 6.00 £                

Internal Rate of Return 0.00%

Internal Rate of Return

Project B
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Initial Investment (£m) Year

Annual Cash 

Inflow (£m)

Cumulative Cash 

Inflow (£m)

Payback Period (Years)

1 £                    5.00  £                    5.00 

2 £                  10.00  £                  15.00 

3 £                  20.00  £                  35.00 

4 £                  25.00  £                  60.00 

3 + (15 remaining/25) = 3.6 years

50

Payback Period Project C
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Year Cash Flow (£m)

Initial Investment 50.00 £              

1 5.00 £                

2 10.00 £              

3 20.00 £              

4 25.00 £              

5 15.00 £              

Total Cash Flow 75.00 £              

Average Annual Cash Inflow (£m)

15.00 £              

Annual Depreciation (£m)

10.00 £              

Average Annual Accounting Profit (£m)

5.00 £                

ARR

10.00%

Project C

Accounting Rate of Return
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10%

Year Cash Flow (£m) Discount Factor (10%) Present Value (£m)

0 50.00 -£               1.00                                50.00 -£                    

1 5.00 £                 0.91                                4.55 £                      

2 10.00 £               0.83                                8.26 £                      

3 20.00 £               0.75                                15.03 £                    

4 25.00 £               0.68                                17.08 £                    

5 15.00 £               0.62                                9.31 £                      

4.23 £                       Net Present Value

Project C

Discount Rate

Net Present Value
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10%

YearCash Flow (£m) Discount Factor (10%) Present Value (£m)

0 50.00 -£               1.00                                50.00 -£                    

1 5.00 £                 0.91                                4.55 £                      

2 10.00 £               0.83                                8.26 £                      

3 20.00 £               0.75                                15.03 £                    

4 25.00 £               0.68                                17.08 £                    

5 15.00 £               0.62                                9.31 £                      

54.23 £                    

1.08                         

Present Value

Profitability Index

Project C

Discount Rate

Profitability Index
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Year Cash Flow (£m)

0 50.00 -£              

1 5.00 £                

2 10.00 £              

3 20.00 £              

4 25.00 £              

5 15.00 £              

Internal Rate of Return 12.72%

Internal Rate of Return

Project A


image1.png
Prifysgol Cymru

Y Drindod Dewi Sant
University of Wales
Trinity Saint David





