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[bookmark: _Toc216975066]1. Introduction
Financial management is an important operation that companies need to perform to be able to manage resources for achievement of organisational goals. The report aims at performing financial evaluation, corporate restructuring, investment appraisal and working capital management. Financial health of General Electronics has been evaluated using ratio analysis. The cash operating cycle of the company has been evaluated to determine its management of working capital. A plan has been prepared for strategic financial restructuring. Calculation has been included for investment appraisal of three projects to select the most profitable option. Final recommendation has been made for investment assuming capital rationing. 
[bookmark: _Toc216975067]2. Financial Health Check 
[bookmark: _Toc216975068]I. Financial Statement Analysis
Analysis of financial statements is an important element of effective business decision-making as it offers valuable insights into financial performance and health of an organisation (Mishra, 2025). Analysis of three financial statements have been done below:
Income Statement
[image: ]
[bookmark: _Toc216974940][bookmark: _Toc216975069]Figure 1: GE’s Income Statement
(Source: Assignment Briefings)
GE reported net sales of 394879 million in 2024 showing a decrease from the previous year as mentioned in Figure 1. Gross profit also decreased to 113994 million in 2024 indicating poor profitability. On one hand, expenses are increasing and on the other hand, incomes are decreasing leading to lower profit. Operating profit of the business was negative in both 2023 and 2024 which means operating expenses are greater than gross profit. In the same way, net profit of the business was negative in 2023 and 2024 which is not desirable for the business. Negative returns at the end of the year show that non-operating expenses are greater than operating income of the business. Also, this reduces its ability to pay dividends. 
Balance Sheet
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[bookmark: _Toc216974941][bookmark: _Toc216975070]Figure 2: GE’s Balance Sheet
(Source: Assignment Briefings)
The Balance Sheet prepared in Figure 2 shows that GE's assets were 323354 million in 2024. This shows a decrease from previous years which is bad for the company’s financial position. Total liabilities of the company were 170249 million in 2024 which is also decreasing but less compared to assets. Equity of GE was 153105 million in 2024 showing a decreasing trend from the previous years. The above trend makes it evident that the company is operating with decreasing resources which is not desirable for its financial position.
Cash Flow Statement
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[bookmark: _Toc216974942][bookmark: _Toc216975071]Figure 3: GE’s Cash Flow Statement
(Source: Assignment Briefings)
Operating cash of the business has decreased to 14822 million showing a significant decrease from that of 73392 million in 2020. This is because of a decrease in sales and other operating activities of the business. Investing cash of the business was negative in all the financial years but has decreased in 2024 showing less investment made by GE in the current year. Financing cash was also negative indicating that the company has repaid its debts. Cash balance at the end of the year also decreased significantly from 57153 million in 2020 to 26783 million in 2024. This decrease in balance of cash is not desirable for the company and its financial health.
[bookmark: _Toc216975072]II. Ratio Analysis 
Profitability
Financial ratios have become important in explaining values in financial statements (Fadillah et al. 2024). Figure 4 shows profitability ratios for GE indicating decreasing trends in all. GPR is 29% which is quite good but NPR is -6% and OPR is -4%. The negative ratios are an indication that expenses of the business are greater than income. This makes it difficult for the business to sustain competition within the industry. The ability of the business to pay dividends to its shareholders has decreased which is bad for its profitability performance. 

[bookmark: _Toc216974943][bookmark: _Toc216975073]Figure 4: Profitability Ratios
(Source: Self-Created)
Liquidity 

[bookmark: _Toc216974944][bookmark: _Toc216975074]Figure 5: Liquidity Ratios
(Source: Self-Created)
Liquidity ratios of GE are quite good indicating good financial performance in Figure 5. Current ratio being greater than 1 shows current assets being greater than current liabilities. Also, the quick ratio is greater than 1 indicating that GE possesses sufficient liquid assets to pay off current obligations of the business. However, the cash ratio is very low which means the balance of cash is not sufficient to repay short-term obligations of the business. The company is keeping its investors satisfied with such a strong liquidity position within the industry by paying dues on time. 
Efficiency

[bookmark: _Toc216974945][bookmark: _Toc216975075]Figure 6: Efficiency Ratios
(Source: Self-Created)
The efficiency ratio of GE is decreasing and is very low compared to the idle ratio indicating poor performance in Figure 6. Stock turnover is 3.54 times which is indicating lesser sales made by the business. Inventories are not being converted into sales quickly which is leading to lower sales and also wastage of resources. Asset turnover is also very low at 1.22 times which shows that sufficient returns are not being earned through assets. Resources within the business show poor usage leading to low efficiency and wastage.
Gearing

[bookmark: _Toc216974946][bookmark: _Toc216975076]Figure 7: Gearing Ratios
(Source: Self-Created)
Gearing ratio shows a poor financial position because the D/E ratio is very high as reflected in Figure 7. Debt capital is significantly high compared to equity showing a greater portion of assets being acquired through creditors which is not good. The company is subject to high leverage and risk. GE is enjoying greater tax shields but the risk of increasing cost of capital is very high. Also, interest coverage has decreased indicating a reduction in the ability of the business to pay interest expenses to the investors. Gearing performance requires attention so that the company achieves long-term sustainability.
Investment
EPS is an indicator of investment performance of a business because it shows returns that an organisation has earned over its outstanding shares. EPS was negative in 2023 and 2024 because of net loss earned by the company as reflected in Figure 8. The company is earning negative returns over its outstanding shares which is not good for its long-term sustainability. This is creating a negative impact on the shareholders of the company because it shows the inability of the business to earn returns.

[bookmark: _Toc216974947][bookmark: _Toc216975077]Figure 8: Investment Ratios
(Source: Self-Created)
Cash Flow

[bookmark: _Toc216974948][bookmark: _Toc216975078]Figure 9: Cash Flows Ratios
(Source: Self-Created)
Cash Flow ratios have decreased and are very low as reflected in Figure 9. This is because both operating cash and closing cash balance of the company have decreased in 2024 compared to the previous years. This is creating a shortage of cash within the business which affects the ability of the business to perform operations and pay obligations. Financial health of the business is being negatively affected because of shortage of cash which is not desirable. It would become difficult for the business to pay expenses out of the existing cash balance.
[bookmark: _Toc216975079]III. Trends, Strengths and Threats
Financial performance of a company is a critical indicator that is used for assessing financial health as well as operational efficiency of a commercial entity (Hasidi et al. 2024). Based on ratio analysis, the below-listed strengths, threats and trends have been identified. 
	Trends
	Strengths
	Threats

	· Financial position and performance mostly reflect negative or decreasing trends. 
· Sales, assets, liabilities, equity, profits and EPS have reported negative trends in all five years.
· Buy back of shares were done in 2924.
	· Liquidity is very strong in all financial years. 
· Working capital is positive indicating a proper balance between current liabilities and current assets. 
· Operating cash balance is positive in all the years.
· Gross profit is positive in all the years
	· The biggest threat for the business is increasing competition which makes sustainability difficult. 
· Amid rising competition, sales are decreasing which is worsening its condition.
· EPS and net profit are negative. 
· Debt capital is very high, increasing leverage and risk.
· A decreased cash balance is bad for the business in ensuring success. 


[bookmark: _Toc216974998][bookmark: _Toc216975080]Table 1: Trends, Strengths and Threats
(Source: Self-Created)
[bookmark: _Toc216975081]IV. Altman Z-Score for Default Risk
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[bookmark: _Toc216974949][bookmark: _Toc216975082]Figure 10: Altman Z-Score for Default Risk
(Source: Self-Created)
Altman's Z-Score has come up as a prominent analytical instrument used in evaluating financial soundness of companies and, eventually, their possibilities of survival. In the views of Chishti et al. (2024), Z-Score can be defined as a measure of predicting corporate distress as introduced by ‘Edward I. Altman’ in late 1960s. The score was 3.15 times in 2024, 2.47 times in 2023, 2.74 times in 2022, 2.85 times in 2021 and 2.96 times in 2020. Figure 7 shows a moderate bankruptcy risk during 2021 to 2023 as the score ranges between 1.81 and 2.99. Since then, the company has enhanced its performance achieving a score of 2.99 in 2024. Currently, the company is not subject to bankruptcy even after having poor financial performance. The company possesses sufficient resources for performing business operations successfully which is efficient in preventing liquidation and bankruptcy for General Electronics ensuring long-term sustainability. Currently, the business is operating in a safe zone. 
[bookmark: _Toc216975083]3. Working Capital Management Analysis 
[bookmark: _Toc216975084]I. Cash Operating Cycle

[bookmark: _Toc216974950][bookmark: _Toc216975085]Figure 11: Cash Operating Cycle
(Source: Self-Created)
Working capital management or liquidity management is a critical choice in the short-term for any business. As commented by Karim et al. (2024), components of WCM such as CCC are the most significant variables to ensure liquidity, solvency as well as profitability of the business. The first element of CCC is inventory days which shows an increase in 2024 resulting in 103.12 days. This shows that the company requires 103.12 days to convert inventories into sales which is significantly high indicating poor performance. Also, inventory days are increasing in the last 5 years which is not desirable. The second element of CCC is receivable days which was 105.54 days in 2024. The ratio can be seen increasing which is not good for Working Capital Management. This indicates that the company is allowing customers with an extended period to clear off dues leading to shortage of cash within the business. This also increases the risk of the company to achieve bad debts. The last element of CCC involves payable days which was 93.60 days in 2024. The ratio is increasing indicating that the company is making late payments to the suppliers. CCC of GE was positive in all 5 years indicating poor management of working capital. In other words, the company is clearing payables sooner than receivables which leads to decrease in balance of cash. Therefore, it can be said that the Working Capital Management of the company is poor.
[bookmark: _Toc216975086]II. Strategies to improve liquidity through working capital reforms
Working capital is a lifeblood for a business which fuels regular operations and ensures fulfilment of financial obligations (JP Morgan, 2025). It helps in improving cash flow, increasing cash balance and achieving better position for the business. Working capital reforms that can be used for improving liquidity are: 
· Accelerating accounts receivable is the best way of improving liquidity and enhancing working capital of the business. This involves making customers clear off their dues as soon as possible against their purchase. In order to encourage customers for early payments, GE is required to offer them with early payment discounts and implement digital invoicing systems. 
· GE must tighten its accounts payable to optimize its working capital. This can be done by creating efficient payable processing through electronic workflows and negotiating favourable payment terms with the suppliers. Based on the views of Habib and Dalwai (2024), WCM includes management of payables, inventories, as well as receivables. Thus, the company must take advantage of early payment discounts.
· Reduction in operating expenses would help in increasing working capital. This would require optimisation of processes, outsourcing particular functions and renegotiating contracts. 
· Controls and visibility must be improved by creating accurate forecasts of cash flow so that the company can plan for future cash requirements as well as use stock management tools for forecasting and tracking demand accurately. 
· GE is required to manage and measure working capital by tracking receivable and payable turnover along with cash conversion cycle, quick ratio and current ratio. In the views of Cosima et al. (2025), cash flow is generally maximized by decreasing CCC and improving efficiency. Measuring performance through these ratios would help the organisation in determining issues in Working Capital Management. 
· GE must consider financing options by decreasing dependence on external capital as well as improving prediction of actual requirements. Different financing and investment options must be considered such as term loans, lines of credit and invoice financing.
[bookmark: _Toc216975087]III. Short-Term vs Long-Term Financing Options
Short-Term Financing
Short-term financing of GE is being done through lines of credit. Lines of credit were 36960 pounds million in 2024, 55000 million pounds in 2023, 88000 million pounds in 2022, 56000 million pounds in 2021 and 20000 million pounds in 2020. A decrease in balance can be seen indicating less funds being collected. Accounts Payable is offering GE with some time period to clear off dues instead of spot payment. 
Long-Term Financing
Long-term financing of the company is being done through debt and equity. Total shareholders' equity was 153105 million pounds in 2024, 178920 million pounds in 2023, 268406 million pounds in 2022, 275949 million pounds in 2021 and 313301 million pounds in 2020. The benefit of equity financing for the business involves no burden of repaying the principal value. Also, the business is earning loss due to which there is no obligation of paying dividends. On the contrary, total debt capital was 170249 million pounds in 2024, 176952 million pounds in 2023, 235757 million pounds in 2022, 234399 million pounds in 2021 and 196989 million pounds in 2020. The benefit of debt financing is reduction in tax that GE needs to pay to the shareholders. However, the capital structure of the business becomes risky. 
[bookmark: _Toc216975088]4. Strategic Financial Restructuring Plan 
Three options of strategic financial restructuring can be recommended to GE which includes divestiture, merger as well as equity injection.
[bookmark: _Toc216975089]I. Financial Restructuring Options
Divestiture: Divestiture is an option of financial restructuring which requires spinning off or selling business units as well as assets not aligning with core objectives of the organisation or with an aim of earning suboptimal returns. GE can consider this option for its poorly performing business units, especially those earning very low ROCE. With this strategy, the company would improve its working capital and liquidity due to the immediate inflow of cash. As commented by Colliard and Gromb (2025), ‘optimal capital structure’ creates a trade-off between cost of every instrument as well as its effect on restructuring delays. Along with this, the focus of management would shift towards activities of business generating higher profits. Operational complexity would decrease improving efficiency and cost control.
Merger: Merger is an option of financial restructuring which requires a company to collaborate with another operating in either similar industry or a different industry. In the views of Udeoji and Udeoji (2025), the incentive of restructuring mostly arises due to market value of a firm falling significantly below its intrinsic value or full potential. Merger would provide GE with the ability to access capital of the company it is merging with. With the help of this strategy, the company will be able to improve its profitability and acquire more resources. The company would also get access to knowledge and expertise present in the firm it is merging with, without any significant investment. An improvement in Goodwill of the business can also be seen post-merger.
Equity Injection: Equity Injection is an option of financial restructuring which requires rights issues to increase equity balance. GE can also look for strategic investors who can improve the capital base of the company without contributing to debt obligations. However, as argued by Shem and Mupa (2024), legal challenges, such as litigation, creditor disputes, and regulatory issues can complicate the process of restructuring. This option would be very suitable for the company because of strict credit situations and increasing interest rates in the market. In this way, the company would improve its creditworthiness and create a better balance between equity and debt. In addition, the ability of the firm to finance international expansion, digital transformation and innovation would improve.
[bookmark: _Toc216975090]II. Impact of Financial Restructuring Options
Shareholder Value: Divestiture would create value for shareholders via taking out capital from low-return assets as well as reallocating the same towards activities with opportunity of higher growth. As suggested by Akinsola and Kingsley Onu (2024), corporate spin-offs, and divestitures are important strategic initiatives to be used by companies in adapting to market demands, unlocking shareholder value and streamlining operations. Mergers would also create value for shareholders because of the increase in price of shares along with enhanced goodwill. Injection of equity might dilute current shareholdings for a short time period but the impact on long-term value would be positive significantly if the collected capital earns returns greater than cost of equity. 
Debt Structure: Divestiture would generate proceeds which can be successfully used in retiring debt with high cost. This in-turn would decrease risk of interest coverage and leverage ratios. This option of financial restructuring is very beneficial when it comes to creating a balance between debt and equity as well as managing cost of capital. As per the views of Erl et al. (2025), divestiture is a main strategic tool for companies willing to streamline operations as well as enhance financial performance. Merger would help the company in combining both debt and equity of both companies. If the other company possesses a lower level of debt capital in its capital structure, then GE will be able to improve its debt structure. Equity injection would decrease financial leverage, burden of interest as well as bankruptcy risk. The company would not be subject to the pressure of repaying shareholders with the collected funds.
Operational Flexibility: Divestiture would ensure operational flexibility by creating a strong balance sheet as well as improving borrowing capacity in the future. Management of limited resources would also improve because of this financial restructuring option. As commented by Nguyen et al. (2025), restructuring is inevitable for driving sustainability of companies and economic landscape. Equity injection would provide better operational flexibility to GE by ensuring that the management focuses on strategic initiatives in place of breaching liquidity constraints or debt covenants. Merger improves operational flexibility by improving capital structure and resource base. The company will be able to acquire skilled workforce for performing business operations.
[bookmark: _Toc216975091]III. International and ethical considerations
Taxation: Equity injection and international divestiture has been found to trigger tax liabilities internationally which includes transfer pricing scrutiny, withholding tax and capital gain tax. GE would have to comply with the changing international regulations associated with taxation. Along with this, tax-efficient jurisdictions must be used to reduce regulatory and reputational risks ensuring achievement of the desired benefits. 
Currency Risk: Companies with international operations are subject to currency risk if they decide to restructure their business financially. This is why GE is required to consider volatility of foreign exchange. Exchange losses or gains can be crystallized with foreign asset divestment. On the other hand, debt denominated in foreign currency makes the firm subject to risk of repayment. In this situation, GE must consider hedging strategies to be able to control the impact of fluctuating exchange rates.
Inflation: In the views of Adriana et al. (2024), market boundaries have been found to influence the decision of a firm to exit via divestiture spin-off. Interest and inflation rates increase cost of financing for a business along with decreasing returns. In this situation, equity financing becomes more attractive as the cost and risk remains lower compared to debt. GE must consider instruments that are inflation-indexed or fixed-rate so that the cash flows can be stabilized in the future.
CSR: It is important to consider the CSR aspects while taking the decision to perform financial restructuring. Strong ethical framework is required for maintaining sustainability and stakeholder trust in the long-term while performing financial restructuring. As analysed by Malapur (2024), CSR programs have been found to possess a huge impact on reputation as well as perception of a company, drawing in socially-conscious customers and investors while boosting brand loyalty. Equity investors have been found to prefer ESG performance which means GE must take initiatives to become a responsible citizen. Restructuring plans must incorporate practices which support value creation in the long-term, ethical governance and sustainable operations to be able to attract institutional investors as well as decrease cost of capital of the firm.
[bookmark: _Toc216975092]5. Investment Appraisal and Capital Budgeting 
[bookmark: _Toc216975093]I. Calculation of Investment Appraisal Techniques
It is given that:
· Project A has initial investment of £40m along with Year 1 to Year 5 net cash inflows of £10m, £12m, £14m, £10m, and £8m.
· Project B has initial investment of £30m along with Year 1 to Year 5 net cash inflows of £6m.
· Project C has initial investment of £50m along with Year 1 to Year 5 net cash inflows of £5m, £10m, £20m, £25m, and £15m. 
PBP:
Based on the views of Adriana et al. (2024), payback period offers the time it is required for projects to return invested capital. It has been computed using the equation: “Initial investment / average annual cashflow” for Project B as it had regular cash flows. For other two projects with irregular cash flows, the formula used is “Years prior-breakeven + Unrecovered Cost / Recovery Year Cash Flows”. It is a non-discounting technique of decision making because of which scholars do not consider payback as an effective technique of selecting projects. Thus, it is used as a complimentary tool for NPV indicating liquidity. A project with the shortest payback period is good for selection because it indicates that the investor will be able to re-earn the initial investment. Projects with longer payback periods must not be selected because their liquidity is low. Table 2 shows that project a has a payback of 3.4 years, project B has 5 years and projects C has 3.6 years. Project A has the highest liquidity whereas project B has the lowest liquidity making the former more feasible for investment.
	
	Project A
	Project B
	Project C

	Payback Period
	3.4 years
	5 years
	3.6 years


[bookmark: _Toc216974999][bookmark: _Toc216975094]Table 2: Payback Period for the 3 projects
(Source: Self-Created)
ARR:
ARR offers yearly accounting profits that arise from an investment and is represented in the form of a percentage of total investment made (ACCA Global, 2025). It has been computed using the equation: “average annual accounting profits / investment) x 100%”. ARR is a non-discounting technique of investment appraisal just like payback because of which scholars do not consider it as an effective technique of selecting projects. Thus, it is used as a complimentary tool for NPV indicating accounting profit. ARR is an indication of accounting profit because of which the project with highest percentage must be selected whereas that with the lowest percentage should be rejected. ARR of project A is 14%, of project B is 0% and project C is 20%. On the basis of ARR, project C is the most profitable option whereas project B is the least profitable option. 
	
	Project A
	Project B
	Project C

	ARR
	14%
	0%
	20%


[bookmark: _Toc216975000][bookmark: _Toc216975095]Table 3: ARR for the 3 projects
(Source: Self-Created)
NPV:
NPV is a technique where PV of future gains and costs are compared to determine feasibility of projects. As per the ideas of Ridwan et al. (2025), NPV is computed using ‘estimated net cash flows’ and an ‘estimated cost of capital’. It has been computed using the equation: “-CF0 + CF1 x (1/1+r)^1 + CF2 x (1/1+r)^2 + CF3 x (1/1+r)^3 + CF4 x (1/1+r)^4 + CF5 x (1/1+r)^5”. NPV is one of the most important investment appraisal techniques because of its accuracy in determining feasibility of investment. It is a discounting technique of decision making considering ‘time value of money’ because of which scholars support NPV as an effective technique of selecting projects. Projects with negative NPV are rejected whereas those with positive NPV are selected. NPV of project A is 1.32 million pounds, project B is -7.26 million pounds and project C is 4.23 million pounds. Table 3 shows that based on NPV, project C is the most feasible option whereas project B is the least feasible option.
	
	Project A
	Project B
	Project C

	NPV
	1.32 million pounds
	-7.26 million pounds
	4.23 million pounds


[bookmark: _Toc216975001][bookmark: _Toc216975096]Table 4: NPV for the 3 projects
(Source: Self-Created)
PI:
Profitability Index is a measurement of a proposed project's benefits and costs by dividing ‘projected capital inflows’ by cost of investment. PI must be chosen if a possibility of decrease in future cash flow is there (Sokolov, 2024). It has been computed using the equation: “Projected Capital Inflows / Cost of Investment”. It is a discounting technique of decision making because of which scholars consider PI as an effective technique of selecting projects. It is used as a complimentary tool for NPV indicating profitability. PI indicates profitability because of which the projects with highest value must be selected and projects with the lowest value must be rejected. PI of project A is 1.03, project B is 0.76 and project C is 1.08. PI of project C is the highest whereas that of project B is the lowest.
	
	Project A
	Project B
	Project C

	PI
	1.03
	0.76
	1.08


[bookmark: _Toc216975002][bookmark: _Toc216975097]Table 5: Profitability Index for the 3 projects
(Source: Self-Created)
IRR:
A discount rate reducing NPV of a project to 0 is IRR (Rugthaicharoencheep et al. 2024). It has been computed using the equation: “0 = CF₀ + CF₁ / (1+IRR)¹ + CF₂ / (1+IRR)² + CF₃ / (1+IRR)³ + CF4 / (1+IRR)4 + CF5 / (1+IRR)5”. It is a discounting technique of decision making because of which scholars consider IRR as an effective technique of selecting projects in support of NPV. Projects with greatest IRR are selected whereas projects with lowest IRR are rejected. It is important that IRR is greater than the cost of capital of the project. IRR of project A is 11%, project B is 0% and project C is 13%. As IRR of project C is greatest, the same must be selected. 
	
	Project A
	Project B
	Project C

	IRR
	11%
	0%
	13%


[bookmark: _Toc216975003][bookmark: _Toc216975098]Table 6: IRR for the 3 projects
(Source: Self-Created)
[bookmark: _Toc216975099]II. Selection of Project
Out of all the options, project 3 must be selected because of highest NPV, IRR PI and ARR. The above discussion shows that project 3 is profitable because cash inflows are greater than cash outflows as shown by NPV. Along with this, ARR is the greatest which means the company would generate the highest percentage of accounting profit even after deducting non-cash expenses like depreciation. IRR of project 3 is the highest indicating that the return rate is greater compared to the discounting rate. PI also supports that project 3 is the most profitable option for investment purposes. However, the payback period of this project is the highest. As NPV is the most reliable technique of decision making, project 3 must be selected.
[bookmark: _Toc216975100]III. Recommendation via Capital Rationing
Capital rationing is a process of allocating investment in different projects if investors have limited funds to invest. As per the views put forward by Sekhar (2025), companies facing capital rationing might favour Payback Period despite conceptual rigor of NPV. The company has 60 million pounds which can be invested in the three projects. Project A has initial investment of £40m, Project B has initial investment of £30m and Project C has initial investment of £50m. If Project A and Project B are combined then initial investment required would be £ 70 million which is greater than £ 60 million. Thus, this option is not feasible. Similarly, if Project A and Project C are combined then initial investment would be £ 90 million which is greater than £ 70 million making this option not feasible. In the same way, if Project B and Project C are combined then initial investment required would be £ 80 million which is greater than £ 70 million making it not feasible. This means the company can invest in only one project at a time and thus investment must be done in project C with the highest NPV. 
[bookmark: _Toc216975101]IV. Justification Based on Financial Performance and Project Risk
Calculation of investment appraisal techniques help businesses in considering quantitative factors such as profitability. However, there are other factors that require equal importance at the time of decision making. 
Profitability: One of the most important aims behind performing investment involves increasing profitability. In other words, profitability is one of the most attractive factors when it comes to investment. Profitability of GE currently is very low because of which the company is in the requirement of profitable investment options. Projects with greatest return earning potential would be suitable for the company to be able to improve with existing profitability. Based on this factor, project C is the best option for the business.
Liquidity: Liquidity of an investment is associated with the ability of the investors to earn back the investment. Liquidity of GE currently is good which means the company possesses sufficient liquid assets that can be invested in clearing dues. As the liquidity performance is already strong, GE is not required to consider investment options with greater liquidity. Based on this perspective, the company must proceed with project C.
Project risk characteristics - cash flow volatility: Volatility of cash flows is an important factor to be considered at the time of decision making. It is important that the company is investing funds in projects with lowest volatility of cash flows. Project B has the least amount of volatility in the cash flows which makes it suitable for the purpose of investment. However, cash flow volatility cannot become a sole decision maker when it comes to selecting investment projects. Project B does not satisfy other criteria of selection.
[bookmark: _Toc216975102]6. Conclusion
GE has reported very poor financial performance in terms of profitability, efficiency, gearing, cash flows, and investment. The company is earning losses and reduction in cash balance can be identified creating a negative impact on its sustainability. However, liquidity of the business is very strong leading to satisfied investors. Risk of bankruptcy is absent but working capital management requires improvement. Financial restructuring options must be considered by the company for improving its financial performance. Calculation of investment appraisal helps in concluding that project 3 must be chosen. Capital rationing concludes that the company can invest only in one project.
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PROFITABILITY

i. Gross Profit Ratio	
2020	2021	2022	2023	2024	0.28674432224897506	0.28759212901552855	0.28059275800505207	0.23203324002216635	0.28868083640811487	ii. Net Profit Ratio	
2020	2021	2022	2023	2024	6.2751350296089026E-2	8.8114733661124791E-3	7.4988346405626153E-4	-0.23364577114901167	-6.0851551994408414E-2	iii. Operating Profit Ratio	
2020	2021	2022	2023	2024	6.0628294397084663E-2	3.8651799694814845E-2	2.6804188292605634E-2	-0.20287686969178775	-3.8738448993235905E-2	


LIQUIDITY

i. Current Ratio	
2020	2021	2022	2023	2024	1.8207509330956493	1.5551947303113194	1.5615804280441441	1.6062935934668752	1.5319506478574272	ii. Quick Ratio	
2020	2021	2022	2023	2024	1.1498690880730877	0.93491307135575474	0.9140123710578224	1.0585176359619728	1.0306271360974408	iii. Cash Ratio	
2020	2021	2022	2023	2024	0.31838337697064228	0.28051958835170004	0.30830634767384385	0.26529029215379651	0.16920102848551086	


EFFICIENCY

i. Stock Turnover Ratio	2020	2021	2022	2023	2024	3.6404882504359377	3.1872476184101912	2.7853917435315769	3.6579361752744326	3.5396005292672168	ii. Asset Turnover Ratio	2020	2021	2022	2023	2024	1.2045699504203493	1.1788074020080415	1.0765387384635525	1.1814837919251866	1.2211972018283368	



GEARING

i. D/E Ratio	2020	2021	2022	2023	2024	0.62875317984941004	0.84942869878129657	0.87835964918817011	0.98900067069081155	1.1119754416903431	ii. Interest Coverage Ratio	2020	2021	2022	2023	2024	-26.20745428973277	-41.083038869257948	-6.6127272727272723	19.690904893813482	4.5513240107110979	



investment

i. EPS	2020	2021	2022	2023	2024	2.78	0.39	0.03	-7.64	-1.85	


CASH FLOW

i. Operating Cash Flow Ratio	
2020	2021	2022	2023	2024	0.40884630382708487	0.18581833781545942	5.0472807232310728E-2	0.15631593317943754	9.3637667334213567E-2	ii. Cash Flow Margin Ratio	
2020	2021	2022	2023	2024	0.11939871152469578	6.6959551331278816E-2	2.0130778202159E-2	5.9911001600639308E-2	3.7535548864335661E-2	



Cash Operating Cycle	2020	2021	2022	2023	2024	107.82880289513599	113.96256716966801	139.87420444488399	133.05835804253201	115.059555793637	
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Consolidated Financial Position (Em)

2020 2021 2022 2023 2024
Assets
Current assets
Cash and cash equivalents 57,153 60,813 66,740 42,751 26,783
Accounts receivable 120433  1,20215] 1,12,346]  1,12,59|  1,14,182
Contract assets 9,685 5,012 7,99 4,240 10,346
Inventories 1,20.430]  1,34,469]  1,40,181 88,273 79,355
Other current assets 7,325] 9,478
Income tax receivable 3314 348 4,130 3,666 2,350
[Total current assets 326843 337,146 338,040 258,851 242,494
Property, plant, and equipment, net 87,285 74,647 62,791 44,619 34,207
Intangible assets 19,710] 20,169 24,470 25,349 24,038
Operating lease right-of-use assets 19,522 19,847] 21,509 18,693] 14,322
Deferred income taxes 5,564 7,729] 6,242 6,787 6,425
Other assets 2,752 2,347 1,936 1,573 1,868
Total assets 510200 510,348 504,163| 355872 323,354
Liabilities and Equity’
Current liabilities
Accounts payable 83,229 92,707 71,373 57,033 72,031
Lines of credit 20,000 56,000 83,000 55,000 36,960
Accrued compensation 28,931 24,217 20,904 20,305 20,927
Accrued sales discounts, rebates and royatties 10,758] 9,285 6,477 5,796 5,204
Other accrued liabilities 33,057 30,840 24,134 21,181 21,008
[Total current liabilities 179510 2,16,787] 2,16,473] 1,61,148]  1,58,201
Long-term liabiltties
Operating lease obligations 13,681 14,266 15,027 12,560) 9,232
Deferred income taxes 1,913 2,304 2,724 1,992 1,931
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939

723

435

12

Income tax payable 1,054

Other long-term liabilities 539 13| 810| 817] 723
Total liabilities 196,989 2,34399] 2,35757| 1,76952|  1,70,249]
Shareholders’ equity

Preferred stock

Common stock 244 247] 250) 253] 257|
Paid-in capital 302084 314004 326839 336938 344,607
Treasury stock 05,495 3,55,150] _3,68,194] 3,60,073] 3,711,930
Accumulated other comprehensive income (Ioss) 18522 13524]  21,187| _ 20,758] 28,350
Retained earnings 324,990 330201 330,698 2,32,460]  2,08,431
Total shareholders’ equity 313301 275949 268,406 1,78,920] 153,105
[Total liabilities and equity 510,290] 510,348] 504,163]  3,55872|  3,23,354
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Consolidated Cash Flow Statement (£m)

2020 2021 2022 2023 2024
Cash flows from operating activities

Net income (loss) 38,572 5,301 07| 98,238 24,029
Adjustments to reconcile net income (loss) to net cash provided by (used for) operating activities

Depreciation and amortization 29,735 26,747 24,033 22,927 18,058]
Provision for credit losses 332 182 70 1,081
Deferred income taxes 478 1,560 1,377 1,149 -256)
Shares issued for employee benefit plan 1,136 1,002 1,199 1,203 1,063
Employee and director stock-based compensation 9,122 9,969 10,013] 8,809) 6,700
Impairment of goodwill 49,075

Impairment of long-lived assets 134 3,338 2,388 7,963] 333
Changes in operating assets and liabilities

Accounts receivable and contract assets 14,884 2,007 12,765] 5,040) 12,174
Inventories 28,205 14,985 9,913 51,458 6,239
Prepaid expenses and other assets 245 630 917 2,860 764
Accounts payable and accrued liabilities -33,543] 870| 28,670 21,379 15,733]
Accrued income taxes 6,486 2,860 2,074 3,539 1,310
Net cash provided by (used for) operating activities 73,392 40,283 10,926 25,190 14,822
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Cash flows from investing activities

Purchase of term deposit 7,487

Redemption of term deposit 7,803]

Acquisition of the net assets -939)

Acquisition of property, plant and equipment 16,862 12,586 ~14,006] 8,116 4,572
Acquisition of intangible assets 6,372 4,455 6,579 5,761 3,856
Net cash provided by (used for) investing activities 23,734 17,041 ~21,208] 13,877 8,428
Cash flows from financing activities

Borrowings under lines of credit 75000]  1,12,000 _ 1,33,000] 78,000 1,02,193]
Repayments on lines of credit 1,23,000 76,000 1,01,0000  1,11,000] _1,20,000
Proceeds from stock option exercised 2,805 1,638 1,536

Treasury stock purchased 17,678 50,664 13,035 1,779 1,957
Net cash provided by (used for) financing activities 65,964 22,026 20,501 34,779] 19,764
Effect of foreign currency exchange rate changes on cash and cash equivalents -843) 2,444 4,202 523 2,508
Net increase (decrease) in cash and cash equivalents 17,149 3,660) 5,927 23,989 15,968
Cash and cash equivalents at the beginning of period 74,302 57,153 60,813 66,740 42,751
Cash and cash equivalents at the end of period 57,153 60,813 66,740 42,751 26,783
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[ 2020 | 2021 | 2022 | 2023 | 2024 |

A. Liquidity

i. Current Ratio 1.82 1.56 1.56 1.61 1.53

ii. Quick Ratio 1.15 0.93 0.91 1.06 1.03

iii. Cash Ratio 0.32 0.28 0.31 0.27 0.17
B. Profitability

i. Gross Profit Ratio 29% 29% 28% 23% 29%

Net Profit Ratio 6% 1% 0% -23% 6%

iii. Operating Profit Ratio 6% 4% 3% -20% -4%
C. Efficiency

i. Stock Turnover Ratio 3.64 3.19 279 3.66 3.54

ii. Asset Turnover Ratio 1.20 1.18 1.08 1.18 1.22
D. Cash flow

i. Operating Cash Flow Ratio 0.41 0.19 0.05 0.16 0.09

ii. Cash Flow Margin Ratio 0.12 0.07 0.02 0.06 0.04
E. Investment

i. EPS [ 278] 039] 0.03] -7.64 -1.85|

F. Gearing
i. D/E Ratio 0.63 0.85 0.88 0.99 1.1
ii. Interest Coverage Ratio -26.21| -41.08 -6.61 19.69 4.55
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Altman Z-Score

2020 | 2021 | 2022 2023 2024
1.2 * Working Capital / Total Assets 0.346| 0.283] 0.289| 0.329] 0.312
1.4 * Retained Earnings / Total Assets 0.892| 0.906| 0.918 0.914| 0.902
3.3 * EBIT / Total Assets 0.095| 0.059] 0.038] -0.312| -0.061
0.6 * Market Value of Equity / Total Liabilities 0.42 0.42 0.42 0.36 0.78
1.0 * Sales / Total Assets 1.20 1.18 1.08 1.18 1.22
Altman Z-Score 2.96 2.85] 2.74] 247 3.15





image10.png
Cash Operating Cycle

2020 2021 2022 2023 2024
Inventory Days 100.26] 114.52| 131.04] 99.78| 103.12
(Add): Accounts Receivable Days 76.86 78.40 75.55 97.74| 105.54
(Less): Accounts Payable Days 69.29 78.95| 66.72| 64.47| 93.60
Cash Operating Cycle 107.83] 113.96] 139.87| 133.06| 115.06





image11.png
Payback Period

Project 1 Project 2 Project 3
Cumulative
Cash Cash  |Cumulative Cumulative
Years Cash Flows| _Flows Flows _|Cash Flows|Cash Flows  Cash Flows
O£ 4000 |£ 4000 |% 3000 £ 3000 [% 5000 £ 5000
1€ 1000 3000[f 600|f 2400|f 500 £ 4500
2|£ 1200|£ 1800 6.00|f 1800[%£ 1000 £ 3500
3[£ 1400[% 400|f 600 |% 1200]f 2000 £ 1500
4l£ 1000|f 600[f 600|F 600[f 2500 £ 10.00
5/£ 800|f 1400|f 600|f - |€ 1500 £ 2500
PBP 3.4 5 3.6
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IRR

Years Project1 |Project2 |Project3
O£ 4000 |£ 3000 |% 50.00
1 1000[f 600[f 500
2|£ 1200|f 600 |f 10.00
3[£ 1400[f 600|€ 2000
4l£  1000|€ 600 |f 2500
52  800|f 600|f 1500
IRR 1% 0% 13%
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ARR

Items Project 1 | Project2 | Project3
Cash Flow 1 £ _1000[f£ 600]f 500
Cash Flow 2 £ 1200[£  600]f 1000
Cash Flow 3 £ 1400[£  6.00|f 2000
Cash Flow 4 £ 1000[£ 600|f 2500
Cash Flow 5 £ 800[f 600|f 1500
Total £ 5400 £ 3000|£ 7500
(Less): Depreciation £ 4000 £ 3000|£ 50.00
Profit £ 1400[f - |e 2500
Average Profit £ 280[f - | 500
(Div): Average Investment | £ 20.00 | £ 15.00 | £ 25.00
ARR 14% 0% 20%
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Project 1 Project 2 Project 3
Discounted Discount
WACC Cash Discounted| Cash | WACC | ed Cash
Years _|CashFlows| 10% Flows _|Cash Flows|WACC 10%|Cash Flows ' Flows | 10% | Flows
o[£ 000 1e 4000]% 3000 1€ 3000 £ 50.00 1[£ 50.00
1e 1000 0909/ £ 009[f 600 0909/ £ 545 £ 500| 0909/ £ 455
2]8 1200 0826 002|f 600 0826|£ 496 £ 1000| 0826|£ 826
3[2  14.00 0751|£ 1052 £ _ 6.00 0751|£ 451 £ 2000| 0.751| £ 15.03
ale 1000 0683|£ 683 |f 600 0683| £ 410 £ 2500| 0683 £ 17.08
5[ 800 0621|£ 497  6.00 0621|£ 373 £ 1500| 0621 £ 931
Pl 1.03 0.76 1.08
NPV
Project 1 Project 2 Project 3
Discounted Discount
WACC Cash Discounted Cash | WACC | ed Cash
Years _|CashFlows| 10% Flows _|Cash Flows|WACC 10%|Cash Flows' Flows | 10% | Flows
o[£ 000 12 4000]% 3000 1€ 3000 £ 50.00 1/ 50.00
1e 1000 0909/ £ 009[f 600 0909/ £ 545 £ 500| 0909/ £ 455
2]8 1200 0826 002|f 600 0826|£ 49 £ 1000| 0826£ 826
3[2  14.00 0751|£ 1052 £ _ 6.00 0751|£ 451 £ 2000| 0.751| £ 15.03
ale 1000 0683|£ 683 |f 600 0683| £ 410 £ 2500| 0683 £ 17.08
5[ 800 0621|£ 497  6.00 0621|£ 373 £ 1500| 0621 £ 031
NPV £ 132 £ 726 £ 423





image1.png
Prifysgol Cymru

Y Drindod Dewi Sant

University of Wales
Trinity Saint David




image2.png
Consolidated Income Statement (£m)

2020 2021 2022 2023 2024
Net sales 6,14,680]  6,01,602] 542,751  4,20457| 3,94,879]
Cost of sales 4,38,424] 428586 3,00450| 3,22,897| 280,885
Gross profit 176,256  1,73016] 152,202 97,560 1,13,994
Operating expenses 138,980 149,763 137,744  1,82,861| 1,20,201
Operating income (loss) 37,267 23,253 14548] 85301 15207
Interest income (expenses) 1,422 566 2,200 4332 3361
Other income (expenses) 8,060 6,607 955 2,621 60
Income (loss) before provision for income taxes 43,905 16,080) 11393  02,254] 18508
Income taxes 5333 10,779] 10,986 5984 5431
Net income (loss) 38,572 5,301 407] 08,238 24,029
Earnings (loss) per share

Basic (£) 2.78| 0.39] 0.03] 764 1.85
Diluted (£) 2.72 0.39] 0.03] 764 1.85
Shares used in computing earnings (loss) per share

Basic 13,893] 13,465] 12,703] 12,855] 12,959
Diluted 14,166 13,742 12,779) 12,855]  12,959]





