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Executive Summary
The study has reflected the struggle of General Electronics in the international landscape considering the financial evaluation and corporate restructuring. Here, the financial statements have been interpreted for the company, along with the ratio interpretation to determine the strength and threat and applied the corporate failure prediction model. Furthermore, the cash operating cycle has been analysed in the working capital management along with the recommendation to improve liquidity through capital reforms and compared the short-term with the long-term options. In addition to this, restructuring options have been suggested in the study along with its influence on shareholder value, operational flexibility, and debt structure. Also, project C has been suggested to GE for the investment, due to its higher NPV, IRR, PI, and ARR. 
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[bookmark: _heading=h.x3mdl7fhlo2u]Introduction
General Electronics (GE) is a leading consumer electronics company, which is facing intense challenges and requires strategic management. In this evaluation, the study has been focused on the financial statements of the company to analyse its market position, performance, and threats. The analysis includes ratio calculations, as well as working capital management of the company to demonstrate the business reforms, strengths, and challenges. Furthermore, a strategic plan has been provided for the company to strengthen its financial structure and include the investment appraisal and capital budgeting for proposing efficient investment projects. Here, NPV, IRR, AR, PI, and payback period have been considered to recommend the financial investment project for the business. 
[bookmark: _heading=h.ccwepy44fhp7]1. Financial Health Check
[bookmark: _heading=h.68gp8or8ur0r]Analysis of financial statements of the company.
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Figure 1: Income statement of GE
(Source: Provided dataset)
Figure 1 reflects the income statement of General Electronic, demonstrating a reduction in the net sales from £614,680 million in 2020 to £394,879 million in 2024. This creates a major concern in managing cash flows, as well as reduces funds for investment in R&D and expansion. According to Nohýnková (2022), a drastic reduction in revenues and increased costs has a measurable impact on an increase in net loss. Here, the company has faced a net loss of -£24,029 million in 2024 from £38,572 million in 2020. This is signalling poor performance of GE in the consumer goods industry, as well as deterring investors and potentially creating layoffs or restructuring. 
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Figure 2: Balance sheet of the company
(Source: Provided dataset)
An excess in liabilities creates a tendency of bankruptcy for a business, which is followed by negative cash flow and high debt. According to Amoa-Gyarteng (2021), financial health and prevention of financial distress within a business have been managed through the optimisation of working capital by increasing current assets. The above figure illustrates a measurable decrease in the total assets from £510,290 million in 2020 to £323,354 million in 2024. This signals financial concerns for General Electronics, along with the creation of poor efficiency administration for the firm. In addition to this, the total shareholder’s equity of the company has also declined to £153,105 million in 2024, reflecting limited growth and raising investor caution due to heavy dependency on debt. 
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Figure 3: Cash flow statement of GE
(Source: Provided dataset)
The conceptualisation of the cash flow statement is considered as a bridge between the balance sheet and the income statement through representing the inflow and outflow of the business. As per the comment of Sugiana and Hidayat (2023), the phenomenon of operating cash flow develops through operating activities, which determines a business ability to obtain cash flow as a financing option. The figure reflects the declining operating cash flow of GE from £73,392 million in 2020 to £14,822 million in 2024, articulating damaging supplier relations. Additionally, the cash and cash equivalents of GE have also been associated with a substantial decline to £26,783 million in 2024, representing operational failures and missed opportunities for development. 
[bookmark: _heading=h.z9s5a34u7pxw]Performing ratio analysis 
	“Financial Ratio Calculation for General Electronics

	Please Note: All numbers are in £m expect ratios

	Profitability Ratio
	2020
	2021
	2022
	2023
	2024

	Gross Profit
	176,256
	173,016
	152,292
	97,560
	113,994

	Revenue
	614,680
	601,602
	542,751
	420,457
	394,879

	Gross Profit Margin: (Gross Profit/Revenue) * 100
	28.67%
	28.76%
	28.06%
	23.20%
	28.87%

	Net Profit
	38,572
	5,301
	407
	-98,238
	-24,029

	Revenue
	614,680
	601,602
	542,751
	420,457
	394,879

	Net Profit Margin: (Net Profit/Revenue) * 100
	6.28%
	0.88%
	0.07%
	-23.36%
	-6.09%

	Liquidity Ratios
	2020
	2021
	2022
	2023
	2024

	Current Assets
	326,843
	337,146
	338,040
	258,851
	242,494

	Current Liabilities
	179,510
	216,787
	216,473
	161,148
	158,291

	Current Ratio: Current Assets/Current Liabilities
	1.82
	1.56
	1.56
	1.61
	1.53

	Current Assets
	326,843
	337,146
	338,040
	258,851
	242,494

	Inventories
	120,430
	134,469
	140,181
	88,273
	79,355

	Current Liabilities
	179,510
	216,787
	216,473
	161,148
	158,291

	Quick Ratio: (Current Assets - Inventories) / Current Liabilities
	1.15
	0.93
	0.91
	1.06
	1.03

	Efficiency Ratios
	2020
	2021
	2022
	2023
	2024

	Cost of Sales
	438,424
	428,586
	390,459
	322,897
	280,885

	Inventory
	120,430
	134,469
	140,181
	88,273
	79,355

	Inventory Turnover: COGS/Inventory
	3.64
	3.19
	2.79
	3.66
	3.54

	Net Sales
	614,680
	601,602
	542,751
	420,457
	394,879

	Accounts Receivables
	129,433
	129,215
	112,346
	112,596
	114,182

	Receivables Turnover: Net Sales/Accounts Receivables
	4.75
	4.66
	4.83
	3.73
	3.46

	Gearing Ratio
	2020
	2021
	2022
	2023
	2024

	Total Liabilities
	196,989
	176,952
	235,757
	176,952
	170,249

	Shareholder's Equity
	313,301
	178,920
	268,406
	178,920
	153,105

	Debt-to-Equity Ratio: Total Liabilities/Shareholder's Equity
	0.63
	0.99
	0.88
	0.99
	1.11

	Operating Income
	37,267
	-85,301
	14,548
	-85,301
	-15,297

	Interest Expenses
	-1,422
	-4,332
	-2,200
	-4,332
	-3,361

	Interest Coverage: Operating Income/Interest Expenses
	-26.21
	19.69
	-6.61
	19.69
	4.55

	Investment Ratios
	2020
	2021
	2022
	2023
	2024

	EPS
	2.78
	0.39
	0.03
	-7.64
	-1.85

	Net Income
	38,572
	5,301
	407
	-98,238
	-24,029

	Total Equity
	313,301
	275,949
	268,406
	178,920
	153,105

	Return on Equity: Net Income/Total Equity
	0.12
	0.02
	0.00
	-0.55
	-0.16

	Cash Flow Ratios
	2020
	2021
	2022
	2023
	2024

	Operating Cash Flow
	73,392
	40,283
	10,926
	25,190
	14,822

	Current Liabilities
	179,510
	216,787
	216,473
	161,148
	158,291

	Operating Cash Flow Ratio: OCF/Current Liabilities
	0.41
	0.19
	0.05
	0.16
	0.09

	Operating Cash Flow
	73,392
	40,283
	10,926
	25,190
	14,822

	Net Sales
	614,680
	601,602
	542,751
	420,457
	394,879

	Cash Flow Margin: OCF/Net Sales
	0.12
	0.07
	0.02
	0.06
	0.04”


Table 1: Financial ratio calculation for GE
(Source: Self-Calculated)
[bookmark: _heading=h.uw8tmt7ve97f]Identification of trends, strengths and threats.
· Trends
The financial ratios of General Electronics over the 2020-2024 period exhibit a prominent trend of progressive deterioration in profitability, mainly after 2022. The calculation examines a measurable decline in the liquidity position, yet it is higher than the industry baseline of 1.00, indicating an effective approach of the firm to manage its obligations. A ratio of 1 attribute the competency of a company to pay off all its current liabilities with its assets (CFI, 2025). Also, measurable decline in the efficiency, investment and cash flow defines missed opportunities of GE and dealing with operational challenges, leading to business failure. 
· Strengths
Apart from significant issues within General Electronics, there have been several strengths associated with the financial position. Table 1 reflects the recovery in the gross profit margin of GE from 28.67% in 2020, then 28.06% in 2022, to 28.87% in 2024, initiating an effective outcome for yielding. As per the statement of Pratiwi et al. (2024), only gross profit has been eligible to change the cash flow in the future, whereas net profit and operating profit lack the ability. In addition to this, the operating cash flow of the company has been driving a positive status in all five years, which means core operations have been cash-generative. Moreover, Arsyad et al. (2021) explained that the liquidity ratios show the concept of an extent to which the assets of a company are effectively available for completing the short-term obligations. Here, the current and quick ratios have been higher than the benchmark of 1, including 1.53 and 1.03 in 2024, respectively. This demonstrates the inclusivity of GE to meet its short-term debts without the risk of immediate insolvency. Thus, the identified elements have been associated with a proficient approach to build a structured turnaround approach.
· Threats
Efficiency ratios reflect the effectiveness of operational management of the company to generate sufficient income. Based on the ratio calculation, it has been determined that the efficiency of GE has been reducing and increasing functional challenges. As per the comment of Wajo (2021), lower inventory turnover within industrial companies creates concerns regarding the working capital management, leading to poor administration. Here, the weak inventory turnover of 3.54 from 3.64, as well as 3.46 from 4.75, in 2024 and 2020, respectively, highlighting the risk of financial distress. Furthermore, a drastic increase in the gearing metrics, including D/E ratio (from 0.63 to 1.11) and interest coverage (from -26.21 to 4.55), exhibits an increase in sensitivity to economic downturns and higher reliance on debt. On the other hand, Dewi et al. (2023) stated that financial hardship has been the perception of firms going through before liquidation or bankruptcy, creating poor financial situations. A negative EPS of -1.85 and ROE of -0.16 reflects the sustained erosion of shareholder value and potential business failures. This improper operational performance of General Electronics created a drastic threat, as well as instability in the marketing context, escalating the liquidity and solvency issues. 
[bookmark: _heading=h.wsw18ibsgzl6]Application of corporate failure prediction models (e.g., Altman Z-Score) to assess default risk
The model of corporate failure prediction involves the use of financial data and ratios for the forecast of a company’s risk of financial distress and bankruptcy. According to Braunsberger and Aschauer (2025), Altman Z-score has been a framework integrated into the strategic consideration of companies for the achievement of financial recovery. This involves the combination of financial ratios into one score, which enables investors to classify firms as safe (Z > 3.0), Gray (1.8 < Z < 3.0), or distressed (Z < 1.8). Consideration of the declining profitability, weak liquidity, and negative retained earnings demonstrates that General Electronics would score below the safe threshold of 3.0, articulating in the grey or distressed zone. This signals stakeholders to re-interpret the creditworthiness and decisions for fund raising on the company. The shrink in the company’s performance leads to financial distress, bankruptcy, and instability in the cash flow, assessing the default risk. 
[bookmark: _heading=h.w5walqfojevl]2. Working Capital Management Analysis
[bookmark: _heading=h.i7k09prhte80]Assess the cash operating cycle.
The perception of the cash operating cycle or the cash conversion cycle, demonstrates the effectiveness of General Electronics to convert the funds related to inventory and receivables into cash. As per the statement of Asman et al. (2022), the concept of cash conversion cycle incorporates the performance-based evaluation for the determination of the wellness of a company to manage its working capital. In the context of GE, the duration of 2020-2024 reflects the lengthened cash operating cycle and indicates less efficiency to manage the working capital.
“Cash Operating Cycle = Inventory Period + Receivable Period - Payable Period”
The above formula demonstrates the inclusivity of GE to manage its short-term assets, such as inventories and receivables, along with liabilities, such as payables. The ratio calculation reflects a measurable decline in the inventory turnover from 3.64 times in 2020 to 3.54 times in 2024. According to Gao (2025), a reduction in the receivable turnover indicates poor collection efficiency of a company, and a corresponding lower asset turnover. Here, the weak receivable turnover from 4.75 times to 3.46 times, suggests slower collection of payments from customers. Thus, the cash operating cycle reveals that GE has been inefficient in converting its investment into actual cash for the optimisation of working capital. 
[bookmark: _heading=h.ncnihas1u0tj]Recommend strategies to improve liquidity through working capital reforms. 
Focus on the acceleration of cash inflows and optimisation of cash outflows, along with a reduction in inventory ties, can be helpful to boost liquidity via working capital reforms. This can be helpful for General Electronics to streamline its financial strength and shorten the cash conversion cycle. 
· Recommendation 1: Consideration of accounts receivable management to get faster cash
An inclusive implementation of strong credit policies and offering early payment discounts can be helpful for GE to speed up its liquidity through working capital reforms. According to Abdiaziz and Makori (2025), an application of accounts receivable management practice helps in the optimisation of financial performance, through trade credit policies and debtor screening, which ensure steady cash flows. This can be helpful for GE to revise its credit policy through the conduct of strict customer credit evaluation and communicating payment terms. The company can consider the digital streamlined invoicing and leveraging payment application for the reduction in processing time. 
· Recommendation 2: Accounts payable management to manage cash outflows
An establishment of accounts payable management can be effective for GE to boost liquidity through negotiating longer payment conditions and streamline procedure using automation. As per the statement of Tobazaa and Gatsi (2025), accounts payable is a core element of working capital, leveraging an improvement in liquidity through allowing companies to pay cash outflows, along with the maintenance of supplier trust. This can be an effective approach for General Electronics to extend the terms of payment to preserve cash without damaging connection with the supplier. Also, the context initiates strong purchase volume for better terms, which requires the avoidance of excessive payment delays to manage the supply chain. 
[bookmark: _heading=h.foor0b50ujvq]Compare short-term vs long-term financing options. 
Relevant working capital management requires organisations to carefully balance short-term and long-term funding options. To maintain liquidity by limiting financial risks, both short and long-term financial options are pivotal to organisations for funding daily operations. Common short-term financing sources include bank overdrafts, trade credit options and commercial papers (Gandhi and Nasit, 2022). Similarly, these instruments are flexible and quickly accessible making them suitable for fluctuation management in cash operating cycles within a year. Besides, short-term financing options contain low interest rates compared to long-term debts. However, short-term financing sources often carry refinancing risk as obligation has to be paid or renewed in short notice. During fluctuations and tight cash inflow situations, companies can experience difficulty in renewing or paying obligations in the short-term that increases liquidity risks in future. 
Compared to short-term, long-term financial sources are designed to provide enough time in interest payment and obligation clearance. The stable funding requirements in long-term assets investment provide secured but high interest rates for the long run. As per Choudhary and Limodio (2022), long-term financing ensures higher certainty of funding and reduces liquidity risks of shortfall that can arise within a year. This inflexibility acts as a benefit for businesses with longer cash cycle operations and seasonal revenue patterns. However, long-term financing from bank loans, debentures and bonds often increases expenses due to higher interest rates and issue expenses. Based on a working capital perspective, optimal financing strategy involves balancing the financing maturity with life of assets. The matching of financing source maturity and asset life is known as matching principle (Xuezhou et al., 2022). Based on this context, working capital should be supported with short-term financing if the firm has liquidity growth and lower financing expenses in a situation. The use of bank overdrafts can act as a flexible option to fund operations for short-term. 
[bookmark: _heading=h.xfb4yh3tgocc]3. Strategic Financial Restructuring Plan 
[bookmark: _heading=h.rf5lfj3czi5q]Recommend financial restructuring options.
Based on the declining profitability and asset base with increasing leverage of weak cash flow in General Electronics (GE), the comprehensive financial restructuring is required. This needs to restore stability and improve liquidity performance to limit default risk in the company. Based on the financial analysis and ratio calculations, combination of divestiture and strategic merger and equity inflow is recommended.
Divestiture of non-beneficial and underperforming business units: The divestment of non-performing or underperforming business units needs to be prioritised. A sharp decline in net assets from £510,290 million in 2020 to £323,354 million in 2024 indicated ineffective asset usage and capital lock-up in low returning segments. Besides, selling unimportant assets and discontinuing the loss-making segments can help provide GE with immediate cash flows for operations. Divestment procedures can be used to limit debt obligations and improve debt-to-equity ratio in business (Bhussar et al., 2025). The same process will help GE to ease the interest obligations reflected in volatile interest coverage ratio in the company. 
Injecting equity: Through equity injection, the right issues and private equity participation of investors can help improve the D/E ratio of GE. For instance, the increasing DE ratio from 0.63 in 2020 to 1.11 in 2024 shows extra reliance on debt funding which increases financial risk. Inclusion of equity in capital will help balance the debt and equity flow and improve the solvency position of GE. Unlike debt, equity financing helps reduce solvency issues with regular capital inflow in operations (Fikri and Yolanda, 2023). Thus, injecting equity to balance working capital in GE will ensure higher productivity and solvency position.  
Strategic merger/ partnership: The consideration of strategic merger of partnership helps provide long-term recovery benefits in a company (Pitelis et al., 2024). The merger with a financially stable firm can help sharing assets and funds to operate in a competitive environment. Besides, GE can scale the cost synergies and improve accessibility in the market with better economies of scale. The merger or partnership can improve inventory turnover in GE and management efficiency with optimised supply chains. Thus, GE’s weakness in efficiency and turnover ratio decline can be reversed with merger and partnership with promising companies. In addition, mergers will ensure knowledge transfer and technical innovation with risk sharing possibilities among merged groups to support long-term competition. 
[bookmark: _heading=h.ew4d55qgccs]Impact on shareholder value, debt structure, and operational flexibility. 
Divestiture of non-beneficial units has had a measurable impact on the shareholder values, which creates a strong structure for debt management, along with an improvement in operational flexibility. As per the comment of Sorensen and Yasuda (2023), private equity funds have been applicable for companies to ensure high-powered incentives and focus on maximisation of shareholder values through a variety of platforms. An equity injection enables the dilution of existing valuation of shareholders in General Electronics, along with an optimisation of debt structure. Also, strategic mergers and acquisition exhibits values through improved market power and inclusive efficiency. 
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Figure 4: Impact of restructuring options 
(Source: Self-Developed)
Shareholder value: Management can focus on resources, expertise, and timeframe through considering the divestiture of underperforming business units to enable high-growth areas of the company, which leads to higher returns on investment. According to Nary (2024), divesting firms depends on divestitures of corporate renewals, which reallocate resources for the optimisation of corporate scope and improve performance. Moreover, injecting new equity helps in issuing shares that increase the total number of outstanding shares, which improves shareholder values. Also, strategic mergers and partnerships of GE create shareholder values from realised synergies and access to new technologies. This phenomenon enhances shareholder values through enhancing financial stability, by eliminating loss-making segments for better profitability and EPS. 
Debt structure: Divestiture has a positive influence on debt structure, which proceeds to pay down the debt for the reduction in the company’s leverage and financial challenges. As per the statement of Teschner and Paul (2021), companies often divest the assets when the strong outside pressure due to heavy losses and debt burdens affect the operations. A lower debt level and a healthier financial position of General Electronics leads to improved credit rating, which reduces WACC through divestiture of underperforming business units. Equity injection lower financial leverages for debt structure through increasing the company’s equity base and reducing D/E ratio of GE. As stated by Davydiuk et al. (2024), equity injection has been a publicly good phenomenon for all creditors, which are entitled to some compensation. The new entity’s capital reshapes the debt structure through the combination of stable cash flow and larger base of assets to improve the creditworthiness. 
Operational flexibility: Divestment initiates the corporate structure and streamline the operational dynamics through the elimination of inefficiencies and complications associated with the management of business units. In addition to this, injecting equity has a significant influence on the operational and strategic flexibility through eliminating fixed obligations for periodic interest. According to Mutambik (2024), strategic partnership draws on the resource-based view theory, enabling a competitive advantage through leveraging resources and capability, considering collaborative alliances. Strategic partnership with suppliers improves the quality and maintains material supply stability of General Electronics to enhance operational quality within a specific period. 
[bookmark: _heading=h.e3m8up30tjwd]Include international and ethical considerations (taxation, currency risk, inflation, CSR).
The global consumer electronics industry has been dealing with various international and ethical considerations, related to complications in taxation rules, as well as management of currency risk. General Electronics needs to focus on international and ethical initiatives along with an implementation of financial restructuring. 
Taxation and regulatory compliance: Divestitures and mergers have been reflecting GE to differentiate the corporate tax compliances and regulatory phenomenon. Based on the OECD, the share of corporate tax revenues in total tax revenues has been increased by 2%, from 15.9% to 17.8% in 2022 (OECD, 2025). Transparency in the tax activities reduces the regulatory challenges and protects the reputation of General Electronics in the consumer electronics sector. However, the ESG regulations across the international landscape creates a fragmented and inconsistent global tax perception. The use of complex corporate determination facilitates an avoidance of tax and prompts the requirement of inclusive cooperation across the international standard. 
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Figure 5: Global inflation rate
(Source: Statista, 2025)
Currency risk and inflation: Fluctuations in the currency have a significant impact on international business sales and profits, along with product pricing. Operational dynamics across the multiple currencies leads GE to deal with exchange rate volatility, which has a drastic impact on asset valuations and cash flow administration. There has been a conservative increase in the global inflation rate from 3.3% in 2020 to 8.7% in 2022, which is projected to reduce to 3.2% in 2030 (Statista, 2025). Additionally, the pressure due to inflation can enhance the operational cost and disrupt supply chain management, as well as increase in the price of goods and services. 
Corporate Social Responsibility: A major ethical concern has been associated with fair wages, safe conditions for working, and reasonable working duration. Ethical consideration has been vital for General Electronics to enable turnaround approach, including divestiture and restructuring leading to workforce reduction and fair severance policies. As per the statement of Zakaria (2025), companies aligned with ethical business practices and sustainability are better positioned for the protection of their reputation and improve stakeholder trust. These aspects initiate sustainable global operations for GE through maintaining ESG standards during mergers and partnerships.
[bookmark: _heading=h.weqch6dpx3yc]4. Investment Appraisal and Capital Budgeting 
[bookmark: _heading=h.ugk8xejfuby]Calculation of investment appraisals and proposing the investment project
	“Investment Appraisal for Project A (in million)

	Particulars
	Cash Flow
	Cumulative Cash Flow
	Discount Factor (10%)
	Present Value

	Year 0
	-£40
	-£40
	1
	-£40.00

	Year 1
	£10
	-£30
	0.909
	£9.09

	Year 2
	£12
	-£18
	0.826
	£9.91

	Year 3
	£14
	-£4
	0.751
	£10.51

	Year 4
	£10
	£6
	0.683
	£6.83

	Year 5
	£8
	£14
	0.621
	£4.97

	Net Present Value
	£1.31

	IRR
	11.33%

	Payback Period
	3.40

	
	3 Years 5 Months

	Profitability Index
	1.03

	Total Cash Flow
	54.00

	Total Profit
	14.00

	Average Annual Profit
	2.80

	Average Investment
	20.00

	ARR
	14.00%”


Table 2: Investment appraisal for Project A
(Source: Self-calculated)
A positive net present value of a project derives a profitable margin, through generating more valuation for a business than its cost. As per the comment of Sinaga et al. (2023), the perception of NPV involves the measurement of feasibility of a business, considering the present value of the net cash flow. Here, the calculation represents a positive NPV of £1.31 for the Project A, as well as 11.33% of IRR, which is higher than the cost of capital. In addition to this, the payback period of the project has been around 3 years and 5 months, whereas PI metric has been 1.03 and ARR is 14.00%. These aspects signal a financially sound investment, which boost the overall valuation of GE and enable positive influence on stock prices. 
	“Investment Appraisal for Project B (in million)

	Particulars
	Cash Flow
	Cumulative Cash Flow
	Discount Factor (10%)
	Present Value

	Year 0
	-£30
	-£30
	1
	-£30.00

	Year 1
	£6
	-£24
	0.909
	£5.45

	Year 2
	£6
	-£18
	0.826
	£4.96

	Year 3
	£6
	-£12
	0.751
	£4.51

	Year 4
	£6
	-£6
	0.683
	£4.10

	Year 5
	£6
	£0
	0.621
	£3.73

	Net Present Value
	-£7.26

	IRR
	0.00%

	Payback Period
	5.00

	
	5 Years 0 Months

	Profitability Index
	0.76

	Total Cash Flow
	30.00

	Total Profit
	0.00

	Average Annual Profit
	0.00

	Average Investment
	15.00

	ARR
	0.00%”


Table 3: Investment appraisal for Project B
(Source: Self-calculated)
The above table represents a negative net present value of Project B, including -£7.26, as well as 0.00% of IRR, driving a lower margin than the discount rate, making the investment unattractive for the business. As per the statement of Shou (2022), a negative net present value of a project, resulting in financial losses and indicates value destruction. In addition to this, the payback period of 5 years has been reflecting a long and inadequate liquidity perception. Also, the PI of 0.76 and ARR of 0%, indicates that the present value of inflows has not been able to cover the initial investment and generate profits. 
	“Investment Appraisal for Project C (in million)

	Particulars
	Cash Flow
	Cumulative Cash Flow
	Discount Factor (10%)
	Present Value

	Year 0
	-£50
	-£50
	1
	-£50.00

	Year 1
	£5
	-£45
	0.909
	£4.55

	Year 2
	£10
	-£35
	0.826
	£8.26

	Year 3
	£20
	-£15
	0.751
	£15.02

	Year 4
	£25
	£10
	0.683
	£17.08

	Year 5
	£15
	£25
	0.621
	£9.32

	Net Present Value
	£4.22

	IRR
	12.72%

	Payback Period
	3.60

	
	3 Years 7 Months

	Profitability Index
	1.08

	Total Cash Flow
	75.00

	Total Profit
	25.00

	Average Annual Profit
	5.00

	Average Investment
	25.00

	ARR
	20.00%”


Table 4: Investment appraisal for Project C
(Source: Self-calculated)
Among the three investments, Project C has been associated with the largest initial cost, yet delivers a strong margin and inflows over time. As stated by Shham and Bouri (2023), the NPV of a project is derived through the present value of cash flows at the required return rates based on the initial investment. Here, the NPV of £4.22 and IRR of 12.72%, driving a most valuable option for General Electronics, which indicates a stronger financial position. In addition to this, the payback period of 3 years and 7 months, as well as PI of 1.08 reflecting the superior inclusivity to generate profits for the company per pound invested. Also, the ARR of 20% has been the strongest return for the business project. Based on the overall findings, it has been analysed that Project C has been the most profitable investment for General Electronics, due to its higher NPV, IRR, PI, and ARR. The cash flow of the project has been back-loaded, indicating an efficient return margin, along with an exposure to financial wealth and operational management. 
[bookmark: _heading=h.j3ys0x1y8s2s]Final investment recommendation assuming capital rationing
	“Capital Rationing Decision (Maximum Investment: £60 million) for Project A

	Particulars
	Cash Flow
	Discount Factor (10%)
	Present Value

	Year 0
	-60
	1
	-60.00

	Year 1
	10
	0.909
	9.09

	Year 2
	12
	0.826
	9.91

	Year 3
	14
	0.751
	10.51

	Year 4
	10
	0.683
	6.83

	Year 5
	8
	0.621
	4.97

	Net Present Value
	-£18.69

	IRR
	-3.54%”


Table 5: Capital rationing decision for Project A
(Source: Self-calculated)
The maximum investment suggested by GE has been around £60 million, forcing choices between the opportunity with positive valuation. The perception of capital rationing is the strategic derivation used by companies to limit the number of projects through restricting investments (CPI, 2025). Based on the capital rationing, the initial investment for Project A has driven the negative NPV of -£18.69 million and IRR of -3.54%. This suggests that the project has been associated with an accounting loss, leading to destruction of value for the business. Apart from the standalone performance, Project A has been associated with financial instability due to limited capital. 
	“Capital Rationing Decision (Maximum Investment: £60 million) for Project B

	Particulars
	Cash Flow
	Discount Factor (10%)
	Present Value

	Year 0
	-60
	1
	-60.00

	Year 1
	6
	0.909
	5.45

	Year 2
	6
	0.826
	4.96

	Year 3
	6
	0.751
	4.51

	Year 4
	6
	0.683
	4.10

	Year 5
	6
	0.621
	3.73

	Net Present Value
	-£37.26

	IRR
	-19.40%”


Table 6: Capital rationing decision for Project B
(Source: Self-calculated)
Based on the calculation for project B, the net present value has also been negative, including -£37.26, which is lower than Project A. According to Hazen and Magni (2021), IRR has been associated with the most undesirable properties, which is the most substantial measurement of worth. In addition to this, the IRR of -19.40% indicates insufficient cash flow for the justification of enlarged investment perception. The result depicts that Project B has failed to meet the profit margin of the company and is unsuitable for the investment. 
	“Capital Rationing Decision (Maximum Investment: £60 million) for Project C

	Particulars
	Cash Flow
	Discount Factor (10%)
	Present Value

	Year 0
	-60
	1
	-60.00

	Year 1
	5
	0.909
	4.55

	Year 2
	10
	0.826
	8.26

	Year 3
	20
	0.751
	15.02

	Year 4
	25
	0.683
	17.08

	Year 5
	15
	0.621
	9.32

	Net Present Value
	-£5.79

	IRR
	6.74%”


Table 7: Capital rationing decision for Project C
(Source: Self-calculated)
Considering the £60 million capital for the investment by General Electronics, Project C has also been producing negative NPV of £5.79. However, it has been relatively lower than the other projects, both A and B, indicating a superior capital incentive. Additionally, IRR has been the method used to analyse the rate of return earned on a project (CFI, 2025). Here, the calculated IRR of the project has been 6.74%, which remains below the discount rate of 10%, yet exhibits the least value erosion. Thus, Project C has been more valuable than other projects, and incorporates the most efficient capital inclusivity for investment. 
[bookmark: _heading=h.kk136dbzubmh]Justification of recommendation using the company’s financial performance and project risk 
Based on the findings, it has been recommended that Project C is suitable for the investment due to its most favourable balance between profitability, liquidity management, and capital efficiency. Here, the positive NPV of £4.22 million, strongest IRR of 12.72%, and ARR of 20%, reflect the superiority in delivering profitability and improved valuation for shareholders compared with projects A and B. In addition to this, Project C recovers the investment within 3.6 years (liquidity), which is inclusively acceptable by General Electronics considering its assumed stable operating cash flows. However, the risk has been derived through the substantially higher returns. Project A and B have been associated with lower volatility, yet weaker profit margin, resulting in limited strategic improvements. Thus, Project C represents the most inclusive capital generation efficiency and aligns with the long-term goals of the company to enhance profits and revenue streams. 
[bookmark: _heading=h.u9sy6r3676my]Conclusion
[bookmark: _heading=h.xd9gx6bhihws]The study has concluded that Project C has been more suitable for GE to invest in than the other projects, due to its higher NPV, effective IRR, PI, and ARR. In addition to this, the analysis identified several strengths of the company using ratios, such as positive operating cash flow, stable liquidity, and efficient gross profit margin. However, significant threats are negative net profit margin, increasing gearing ratios, lower investment ratios and efficiency ratios. Thus, investment in the relevant projects has been helpful for GE to improve its commitment to profit generation and focus on the turnaround strategy to ensure financial viability. 
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Consolidated Financial Position (£m)

2024 2023 2022] 2021 2020
Assets

Current assets

Cash and cash equivalents 26.783] 42,751 66.740| 60.313] 57.153
Accounts receivable 114,182) 112,596 112,346 129.215) 129.433
Contract assets 10,346 7.996| 5.012] 9.685
Inventories 79.355| 88.273) 140,181 134.469) 120,430
Other current assets 9478 7325

Income tax receivable 2,350] 3.666| 4.130) 348 3314
Total current assets 242,494 258,851 338,040 337,146 326,843
Property, plant, and equipment, net 34,207 44.619| 62,791 74.647] 87.285
Intangible assets 24,03 25.349| 24470 20.169| 19.710
Operating lease right-of-use assets 14,322 18.693) 21,59 19.847] 19,522
Deferred income taxes 6425 6.787] 6.242] 7.729)| 5.564
Other assets 1.868| 3 1.936] 2,347] 2,752
Total assets 323,354 355,872 504,163 510,348 510,290
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Liabilities and Equity

Current liabilities

Accounts payable 72,031 57,033 71,373 92.707| 83,229
Lines of credit 36.960| 55,000 88,000 56,000 20.000|
Accrued compensation 20.927| 20,305 20.904| 24.217] 28931
Accrued sales discounts, rebates and| 5.204| 5.796| 6.477| 9.286| 10,758
Other accrued liabilities 21,008 21181 24.134] 30.840| 33,057|
Total current liabilities 158,201 161,148| 216,473 216,787 179,510|
Long-term liabilities

Operating lease obligations 9.232| 12,560 15,027| 14,266 13,681
Deferred income taxes 1931 1.992| 2,724| 2.394| 1.913]
Income tax payable 72| 435 723 939 1.054|
Other long-term liabilities 723 817| 810 13| 539
Total liabilities 170,249 176,952 235,757 234,399 196,989
Sharcholders” Equity.

Common stock 257 253 250| 247| 244|
Paid-in capital 344.697| 336.938| 326,839 314.094| 302.084|
Treasury stock -371.930| -369.973| -368.194| -355.159)| -295.495|
Accumulated other comprehensive i -28.350| -20.758| -21,187| -13,524| -18,522|
Retained eamings 208.431 232.460| 330.698| 330,291 324.990|
Total shareholders’ equity 153,105 178,920 268,406 275,949 313,301
Total Liabilities and Equity 323,354/ 355,872 504,163 510,348 510,290|
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Consolidated Cash Flow Statement (£m)

2024 2023 202 2021] 2020)
Cash flows from operating activities

Net income (loss) 24,00 58238 407, 5301 38,572
‘Adjustments to reconcile net income (loss) to net cash provided by (used for) operating activities

Depreciation and amortization. 18,058 22,927] 24,033 26,747] 29.733]
Provision for credit losses 1,081 182 332
Deferred income taxes 256 1377 1,560 73]
3’;‘“ issued for employee benefit 1,063 1,199) 1,092] 1,136
Employee and director stock-based 6.700) 8.809) 10013 9.969| 9.122|
compensation

Tmpairment of goodwill 49,075

Tmpairment of long-lived assets 333, 7,963 2,888 3333 134]
Changes in operating assets and liabilities

Accounts receivable and contract 12,174 5.040| 12,765 2,007 14,884
assets

Tnventories 6.239)] 51458 9913 14,985 28295
Prepaid expenses and other assets 764 2,860] 517, ~630) 23]
::m payable and accrued 15.733] 21379 -28.670| 70| -33.543]
Accrued income taxes 1310) 3,539) 2,074 2,860] 6,436
::;:f;:;‘:::s"y (used for) 14.822| 25,190) 10.926| 40,283 73.392)|
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Cash flows from investing activities

Purchase of term deposit 7487,
Redemption of term deposit 7,803

‘Acquisition of the net assets -939)

Acquisition of property, plant and, 4572 -8.116| -14,006| -12.586 -16.362)
equipment

‘Acquisition of intangible assets 3,856 761 6,579 4455 637
Net cash provided by (used for) -8.428 -13.877) -21.208 -17.041 -23.734)
investing activities

Cash flows from financing activities

Borrowings under lines of credit 102,193] 78,000) 133,000) 112,000) 75,000
Repayments on lines of credit 120000 -111,000[  -101,000] 76,000 123,000
Proceeds from stock option. 1536 1638

exercised

Treasury stock purchased 1,957, 1779) 13,035 -59.664] 17,678
Net cash provided by (used for) -19.764) 34,779 20,501 -22,026| 65.964)
financing activities

Effect of forcign currency exchange

rate changes on cash and cash 2,598 -523] 429 2,444 -843]
equivalents

et increase (decrease) in cash and -15.968 -23,989| 5.927] 3.660) -17.149)
cash equivalents

Cashand cash equivalents at the 42,751 66,740 60813 57,153 74302|
beginning of period

(Cash and cash equivalents at the 26,783 42,751 66,740 60813 57,153

end of period
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Financial Ratio Calculation for General Electronics

Please Note: All numbers are in £m expect ratios

Profitability Ratio 2020 2021 2022 2023 2024
Gross Profit 176,256] _ 173016] 152,202 97,560 113,994
Revenue 614,680 601602]  542,751] 420457 394,879
Gross Profit Margin: (Gross ProfitRevenue) * 100 28.67%) _ 28.76%| _ 28.06%| _ 23.20%| _ 28.87%
Net Profit 38,572 5,301 407] 98238  -24,029)
Revenue 614,680 601,602]  542,751] 420457 394,879
Net Profit Margin: (Net Profit/Revenue) * 100 6.28% 0.88%| 0.07% __-23.36%| -6.09%|

Liquidity Ratios 2020 2021 2022 2023 2024
Current Assets 326,843 337,146] _ 338040] 258,851 242,494
Current Liabilties 179510 216,787] 216473 161,148] 158,291
Current Ratio: Current Assets/Current Liabilities 1.82| 1.56] 1.56] 1.61 1.53]
Current Assets 326,843 337,146] _ 338040] 258,851 242,494
Inventories 120,430 134469 140,181 88,273 79,355
Current Liabilities 179510 216,787] 216473 161,148] 158,291
Quick Ratio: (Current Assets - Inventories) / Current 15 0.93 0.1 106 103
Liabilities

Efficiency Ratios 2020 2021 2022 2023 2024
Cost of Sales 438424 428586  390459]  322897| 280,885
Inventory 120,430 134469 140,181 88,273 79,355
Inventory Turnover: COGS/inventory 3.64 3.19) 279 3.66] 3.54
Net Sales 614680 601,602]  542,751] 420457 394,879
Accounts Receivables 129433 120215]  112,346]  112,59| 114,182
Receivables Turnover: Net Sales/Accounts Receivables 4.75| 4.66| 4.83] 3.73] 3.46|
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Gearing Ratio 2020 2021 2022 2023 2024
Total Liabilities 196989 176952 235757  176,952] 170,249
Shareholder's Equity 313301 178,920]  268,406] _ 178,920] 153,105
Debt-to-Equity Ratio: Total Liabilities/Shareholder’s Equity 0.63] 0.99| 0.88] 0.99| 1.411]
Operating Income: 37,267] 85,301 14548 85,301 15,297
Interest Expenses -1,422] -4,332] -2,200) -4,332] -3,361
Interest Coverage: Operating Income/Interest Expenses -26.21) 19.69) -6.61] 19.69) .55
Investment Ratios 2020 2021 2022 2023 2024
EPS 278 0.39) 0.03) 764 -1.85|
Net Income 38,572 5,301 407] 98238  -24,029)
Total Equity 313301 275949]  268,406] _ 178,920] 153,105
[Return on Equity: Net Income/Total Equity 0.12] 0.02| 0.00| -0.55] -0.16]
Cash Flow Ratios 2020 2021 2022 2023 2024
Operating Cash Flow 73,392 40,283 10,926] 25,190 14,822|
Current Liabilties 179510 216,787] 216473 161,148] 158,201
Operating Cash Flow Ratio: OCF/Current Liabilities 041 0.19] 0.05] 0.16] 0.09|
Operating Cash Flow 73,392 40,283 10,926] 25,190 14,822]
Net Sales. 614680  601602| 542751  420457| 394,879
Cash Flow Margin: OCF/Net Sales 0.12| 0.07] 0.02] 0.06] 0.04]
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Investment Appraisal for Project A (in million)

Particulars Cash Flow | Cumulative Cash Flow | Discount Factor (10%)| Present Value
Year 0 -£40) -£40 1 -£40.00
Year 1 £10) -£30 0.909 £9.09
Year2 £12 -£18 0.826 £9.91
Year 3 £14) -£4 0.751 £10.51
Year 4 £10) £6 0.683 £6.83
Year 5 £8 £14 0.621 £4.97
Net Present Value £1.31
IRR 11.33%
Payback Period 340
3 Years 5 Months
Profitability Index 1.03
Total Cash Flow 54.00
Total Profit 14.00
Average Annual Profit 2.80
Average Investment 20.00
ARR 14.00%
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Investment Appraisal for Project B (in million)

Particulars Cash Flow | Cumulative Cash Flow |Discount Factor (10%) | Present Value
Year 0 -£30 -£30 1 -£30.00
Year 1 £6 -£24 0.909 £5.45
Year 2 £6 -£18 0.826 £4.96
Year 3 £6 £12 0.751 £4.51
Year4 £6 -£6 0.683 £4.10
Year 5 £6 £0 0.621 £3.73
Net Present Value £7.26
IRR 0.00%
Payback Period 500
5 Years 0 Months
Profitability Index 0.76
Total Cash Flow 30.00
Total Profit 0.00
Average Annual Profit 0.00
Average Investment 15.00
ARR 0.00%
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Tnvestment Appraisal for Project C (in million)

Particulars Cash Flow | Cumulative Cash Flow | Discount Factor (10%)| Present Value
Year 0 -£50) -£50 1 -£50.00
Year 1 £5 -£45 0.909 £4.55
Year2 £10) -£35 0.826 £8.26
Year 3 £20 -£15 0.751 £15.02
Year 4 £25 £10 0.683 £17.08
Year 5 £15 £25 0.621 £9.32
Net Present Value £4.22
IRR 12.72%
Payback Period 360
3 Years 7 Months
Profitability Index 1.08
Total Cash Flow 75.00
Total Profit 25.00
Average Annual Profit 5.00
Average Investment 25.00
ARR 20.00%
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Capital Rationing Decision (Maximum Investment: £60 million) for Project A

Particulars Cash Flow Discount Factor (10%) | Present Value
Year 0 -60 1 -60.00
Year 1 10| 0.909) .09
Year 2 12| 0.826] 991
Year 3 14] 0751 10.51
Yeard. 10| 0.683] 6.3
Year 5 8| 0.621 497
‘Net Present Value £18.60

IRR 354%
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Capital Rationing Decision (Maximum Tnvestment: £60 million) for Project B

Particulars Cash Flow Discount Factor (10%) | Present Value
Year 0 -60 1 -60.00)
Year 1 6| 0.909) 5.45
Year 2 6| 0.826] 4.96]
Year 3 6| 0751 451
Yeard. 6| 0.683] 4.10)
Year 5 6| 0.621 3.73)
‘Net Present Value £37.26

IRR -19.40%
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Capital Rationing Decision (Maximum Investment: £60 million) for Project C

Particulars Cash Flow Discount Factor (10%) | Present Value
Year 0 -60 1 -60.00)
Year 1 B 0.909) 455
Year 2 10| 0.826] 8.26
Year 3 20) 0751 15.02
Yeard. 25 0.683] 17.08
Year 5 15 0.621 932
‘Net Present Value £5.79

IRR 6.74%
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Consolidated Income Statement (£m)

2024 2023 2022 2021 2020
Net sales 394,879 420,457 542,751 601,602 614,680
Cost of sales 280,885 322,897 -390,459 428,586 438,424
Gross profit 113,994 97,560 152,202 173,016 176,256
Operating expenses -129,291 -182,861 -137,744 -149,763 -138,989
Operating income (loss) -15,297 85,301 14,548 23253 37,267
Interest income (expenses) -3,361 4,332 2,200 -566 1,422
Other income (expenses) 60 2,621 955 6,607 8,060
Income (loss) before income taxes -18,598 92254 11,393 16,080 43,905
Income taxes 5,431 5,984 -10,986 -10,779 5,333
Net income (loss) 24,029 98,238 407 5,301 38,572
Earnings (Loss) per Share

Basic -1.85 -7.64 0.03 039 278
Diluted -1.85 -7.64 0.03 039 272
Shares Used in Computing Earnings (Loss) per Share

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





