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[bookmark: _Toc214851160]Executive Summary
General Electronics has been a longstanding global player in the consumer electronics sector but is presently experiencing severe financial distress. The company has been suffering from a five-year continuous decline in sales, profitability, and shareholder value. The year 2023 and 2024 major losses of £98 billion and £24 billion, respectively, indicate the requirement for immediate strategic intervention. The surge in liquidity pressures, given the falling cash balance and increase in reliance on short-term borrowing, along with operational inefficiencies, has pushed the organization towards excess inventory and increased account receivables. These weaknesses collectively add to the firm's probability of default.
The report, developed from the perspective of a newly appointed CFO, offers an overall comprehensive turnaround strategy based on four core components:
1. Financial health check through ratio analysis and failure-prediction models to identify the root causes of decline.
2. Working Capital Reform to release trapped liquidity and improve the cash operating cycle.
3. Strategic Financial Restructuring to stabilize capital structure, restore profitability, and strengthen global competitiveness.
4. Investment Appraisal of three major projects using NPV, IRR, ARR, PI, and Payback metrics that allow value-driven capital allocation under a funding constraint of £60 million. The proposed approach focuses on cost optimization, portfolio rationalization, long-term refinancing solutions, and select investment in high-growth product technologies. When well implemented, it should restore strong cash generation, rebuild investor confidence, and lay the basis for further sustainable growth into international markets. This plan places General Electronics in a position to move from near failure to strategic recovery and long-term value creation.
[bookmark: _Toc214851161]Introduction 
General Electronics is a well-established multinational player within the fiercely competitive environment of consumer electronics. Over the past ten years, the industry has undergone rapid structural changes due to disruptive technologies, shortened product life cycles, shifting supply chains, and growing price competition from low-cost producers. While market demand continues to increase, profitability has remained among firms with robust innovation, cost efficiency, and differentiated brand ecosystems.
However, General Electronics has faced increasing financial adversity, reflected through weakening margins, liquidity pressures, rising leverage and continuous losses over recent years (Atrill and McLaney, 2023; Ahmad, 2021). As financial instability threatens long-term sustainability, the Board of Directors appointed a new Chief Financial Officer (CFO) to stabilize performance and restore competitiveness. The CFO’s immediate priority will be conducting a comprehensive five-year financial analysis focusing on profitability, liquidity, asset utilisation, capital structure, investors’ returns, and cash flow generation (Pike and Neale, 2020; Pal and Bhattacharjee, 2020). In addition, the organisation’s insolvency risk will be assessed using established corporate failure prediction models such as Altman’s Z-score (Altman, 1968; Rashid et al., 2023; Chen and Han, 2022).
Evaluation itself is not enough and must be supplemented with a valid turnaround strategy. The CFO will thus be recommending reforms to working capital management as well as operational restructuring to increase liquidity and efficiency (Munyaka and Yadavalli, 2022; Alvarez et al., 2021). Wider financial restructuring would be needed to give the company a better global standing. This will include optimization of capital structure, efficiency in taxation, and stability of foreign exchange (Myers, 2001; de Oliveira Neto, 2021; Williams, 2022; Martin, 2023). The company has to apply a disciplined framework in capital allocation to ensure that limited funds are committed to ethical and globally scalable investments through formal appraisal techniques like NPV and IRR (Sudacevschi et al., 2024; Crane and Matten, 2020; Song, 2023).
[bookmark: _Toc214851162]1. Financial Health Check
Overview of Five – Years Performance
General Electronics was once a global leader in the consumer electronics sector but has now reported significantly worse results for the period 2020-2024. Revenue declined steeply from £614.7 billion in 2020 to £394.9 billion in 2024, reflecting both a loss of market share and industry-wide pressures (Brigham & Ehrhardt, 2019). Net income moved from meager profits at the beginning of the period to significant losses of -£98.2 billion in 2023 and a further loss of -£24.0 billion in 2024. Operating income followed a similar trend, showing negative income in 2023 and remaining in deficit in 2024.
Cash and cash equivalents are seen to have fallen from £66.7 billion in 2022 to £26.8 billion in 2024, while total shareholders' equity dropped from its high of £313.3 billion in 2020 to £153.1 billion in 2024, which indicates the erosion of shareholders' value. These trends contextualize deeper ratio analysis which shall now look at profitability, liquidity, efficiency, leverage, and investment performance. In addition, corporate failure prediction models such as the Altman Z'' score will be applied in assessing default risk. Altman (1968)
1.1 Profitability Ratios
Profitability indicators are considered indispensable factors for measuring the degree of profitability that a company achieves in relation to its sales, assets, and equity (Sudacevschi et al. 2024).
Gross profit margin = Gross profit / Net sales
· 2020: 176,256 / 614,680*100 = 28.68% 
· 2021: 173,016 / 601,602*100 = 28.75% (28.8%)
· 2022: 152,292 / 542,751*100 = 28.06% (28.1%)
· 2023: 97,560 / 420,457*100 = 23.21% (23.2%)
· 2024: 113,994 / 394,879*100 = 28.87% (28.9%)
Operating margin = Operating income / Net sales
· 2020: 37,267 / 614,680 = 6.06% (6.1%)
· 2021: 23,253 / 601,602 = 3.87% (3.9%)
· 2022: 14,548 / 542,751 = 2.68% (2.7%)
· 2023: -85,301 / 420,457 = -20.29% (-20.3%)
· 2024: -15,297 / 394,879 = -3.88% (-3.9%)
Net profit margin = Net income / Net sales
· 2020: 38,572 / 614,680 = 6.28% (6.3%)
· 2021: 5,301 / 601,602 = 0.88% (0.9%)
· 2022: 407 / 542,751 = 0.075% (0.08%)
· 2023: -98,238 / 420,457 = -23.37% (-23.4%)
· 2024: -24,029 / 394,879 = -6.09% (-6.1%)
Return on Assets (ROA) = Net income / Total assets
· 2020: 38,572 / 510,290 = 7.56% (7.6%)
· 2021: 5,301 / 510,348 = 1.04% (1.0%)
· 2022: 407 / 504,163 = 0.081% (0.08%)
· 2023: -98,238 / 355,872 = -27.60% (-27.6%)
· 2024: -24,029 / 323,354 = -7.44% (-7.4%)
Return on Equity (ROE) = Net income / Total equity
· 2020: 38,572 / 313,301 = 12.31% (12.3%)
· 2021: 5,301 / 275,949 = 1.92% (1.9%)
· 2022: 407 / 268,406 = 0.152% (0.15%)
· 2023: -98,238 / 178,920 = -54.89% (-54.9%)
· 2024: -24,029 / 153,105 = -15.70% (-15.7%)






Table 1: Profitability Ratios, 2020–2024
	Year
	Gross Profit Margin (%)
	Operating Margin (%)
	Net Profit Margin (%)
	ROA (%)
	ROE (%)

	2020
	28.68
	6.06
	6.28
	7.56
	12.31

	2021
	28.75
	3.87
	0.88
	1.04
	1.92

	2022
	28.06
	2.68
	0.08
	0.08
	0.15

	2023
	23.21
	-20.29
	-23.37
	- 27.60
	-54.89

	2024
	28.87
	-3.88
	-6.09
	-7.44
	-15.70



Interpretation:
Gross profit margin remained quite stable at around 28%-29% from 2020-2022, plunged sharply to 23.2% in 2023 due to cost pressures, and achieved a partial recovery to 28.9% in 2024. This means that, even so, the company could still maintain markups on products (Brigham & Ehrhardt, 2019).
The operating and net margins collapsed in 2023 and in 2024, indicating high operating expenses and huge losses, hence suggesting that the firm is having difficulties in yielding profits from core operations. (Atrill & McLaney, 2019)
The ROA became negative in 2023 and 2024, which shows that the firm is destroying the asset value and fails to exploit resources effectively. ROA = (Brigham & Ehrhardt, 2019)
ROE has fallen dramatically from 12.3% in 2020 to -54.9% in 2023 and -15.7% in 2024, signalling severe erosion of shareholder value and poor returns to equity investors. (Atrill & McLaney, 2019)
Overall, the company still retains some operational capability as shown by gross margins, but financially, performance is under severe pressure: Profitability and returns have sharply deteriorated, which indicates urgent need for corrective actions.
1.2 Liquidity Ratios
Liquidity refers to the firm's ability to meet short-term obligations.
Current ratio = Current assets / Current liabilities (1.2:1 or 1:2.1)
· 2020: 326,843 / 179,510 = 1.82
· 2021: 337,146 / 216,787 = 1.56
· 2022: 338,040 / 216,473 = 1.56
· 2023: 258,851 / 161,148 = 1.61
· 2024: 242,494 / 158,291 = 1.53
Quick ratio = (Current assets − Inventories) / Current liabilities
· 2020: (326,843 − 120,430) / 179,510 = 1.15
· 2021: (337,146 − 134,469) / 216,787 = 0.94
· 2022: (338,040 − 140,181) / 216,473 = 0.91
· 2023: (258,851 − 88,273) / 161,148 = 1.06
· 2024: (242,494 − 79,355) / 158,291 = 1.03
Cash ratio = Cash / Current liabilities
· 2020: 57,153 / 179,510 = 0.32
· 2021: 60,813 / 216,787 = 0.28
· 2022: 66,740 / 216,473 = 0.31
· 2023: 42,751 / 161,148 = 0.27
· 2024: 26,783 / 158,291 = 0.17


Table 2: Liquidity Ratios, 2020–2024
	Year
	Current Ratio
	Quick Ratio
	Cash Ratio

	2020
	1.82
	1.15
	0.32

	2021
	1.56
	0.94
	0.28

	2022
	1.56
	0.91
	0.31

	2023
	1.61
	1.06
	0.27

	2024
	1.53
	1.03
	0.17



Interpretation:
The current ratio was above 1.5 during the two years 2020–2024, indicating that this firm has adequate current assets to meet its short-term liabilities.
The quick ratio, from which inventory is excluded, has lower values that range from 0.91 to 1.15, thus revealing that a big fraction of current assets is tied up with inventory and perhaps not readily available to meet immediate obligations.
Cash ratio decreased from 0.32 in 2020 to 0.17 in 2024, indicating a decrease in cash reserves as against short-term debt, with increasing dependence on external financing for its liquidity needs (Brigham & Ehrhardt, 2019).
Overall: Though the company seems capable of meeting its short-term obligations on paper, the falling cash level and reliance on inventory indicate potential liquidity stress, especially when access to short-term credit is restricted.
1.3 Efficiency Ratios
Efficiency ratios measure a firm's ability to use its assets effectively.
Inventory turnover = Cost of sales / Average inventory
(average inventory = (opening + closing) / 2; where opening = previous year closing)
· 2020: 438,424 / 120,430 = 3.64
· 2021: (120,430 + 134,469) / 2 = 3.36
· 2022: (134,469 + 140,181) / 2 = 2.84
· 2023: (140,181 + 88,273) / 2 = 2.83
· 2024: (88,273 + 79,355) / 2 = 3.35
Receivables days = (Accounts receivable / Net sales) × 365
· 2020: 129,433 / 614,680 ×365 = 77 days
· 2021: 129,215 / 601,602 ×365 = 78 days
· 2022: 112,346 / 542,751 ×365 = 76 days
· 2023: 112,596 / 420,457 ×365 = 98 days
· 2024: 114,182 / 394,879 ×365 = 106 days
Asset turnover = Net sales / Total assets
· 2020: 614,680 / 510,290 = 1.20
· 2021: 601,602 / 510,348 = 1.18
· 2022: 542,751 / 504,163 = 1.08
· 2023: 420,457 / 355,872 = 1.18
· 2024: 394,879 / 323,354 = 1.22







Table 3: Efficiency Ratios, 2020–2024
	Year
	Inventory
Turnover (times)
	Receivables Days (days)
	Asset
Turnover (times)

	2020
	3.64
	77
	1.20

	2021
	3.36
	78
	1.18

	2022
	2.84
	76
	1.08

	2023
	2.83
	98
	1.18

	2024
	3.35
	106
	1.22



Interpretation:
The inventory turnover declined from 3.64 times in 2020 to 2.83–2.84 in 2022–2023, which implies slower inventory movements and possible overstocking, then rose to 3.35 in 2024.
Receivables days increased from 77 days in 2020 to 106 days in 2024; this shows slower collection of customer payments and increased cash tied in accounts receivable, which can strain liquidity. (ATRILL & McLaney 2019).
Asset turnover remained around 1.18 to 1.22 times, suggesting overall asset utilization to be moderate but not significantly improving with the decline in sales, thus signalling inefficiency in leveraging assets to generate revenue.
Overall, the efficiency of the company's working capital has worsened in 2023–2024, mainly influenced by slower receivables collection and inventory management issues. These inefficiencies translate into longer cash conversion cycles and put added pressure on liquidity levels.
1.4 Gearing and Solvency Ratios
Financial leverage is another critical area of concern.
Debt-to-equity = Total liabilities / Total equity
· 2020: 196,989 / 313,301 = 0.63
· 2021: 234,399 / 275,949 = 0.85
· 2022: 235,757 / 268,406 = 0.88
· 2023: 176,952 / 178,920 = 0.99
· 2024: 170,249 / 153,105 = 1.11
Interest coverage = EBIT / interest expense
· 2020: 37,267 / 1,422 = 26.2x
· 2021: 23,253 / 566 = 41.1x
· 2022: 14,548 / 2,200 = 6.61x
· 2023: -85,301 / 4,332 = -19.7x 
· 2024: -15,297 / 3,361 = -4.55x
Debt ratio = Total liabilities / Total assets
· 2020: 196,989 / 510,290 = 0.39
· 2021: 234,399 / 510,348 = 0.46
· 2022: 235,757 / 504,163 = 0.47
· 2023: 176,952 / 355,872 = 0.50
· 2024: 170,249 / 323,354 = 0.53







Table 4: Gearing and Solvency Ratios, 2020–2024
	Year
	Debt-to-Equity (times)
	Interest Coverage (x)
	Debt Ratio

	2020
	0.63
	26.2
	0.39

	2021
	0.85
	41.1
	0.46

	2022
	0.88
	6.61
	0.47

	2023
	0.99
	-19.7
	0.50

	2024
	1.11
	-4.55
	0.53



Interpretation:
Debt-to-equity has increased from 0.63 in 2020 to 1.11 in 2024, indicating greater use of debt financing relative to equity, thus heightening financial risk as well.
Interest coverage dropped drastically, from 26.2x in 2020 to negative values in 2023 and 2024, at -19.7x and -4.55x, respectively, because of inadequate operating income to cover interest charges; this may indicate potential default risk. Atrill & McLaney (2019)
Debt ratio increased from 0.39 in the year 2020 to 0.53 in 2024; this indicated that over half of the firm's assets were financed through liabilities, further increasing financial leverage and vulnerability. Brigham & Ehrhardt, 2019
Overall, there has been a steady rise in the level of leverage of the firm, while its ability to service debt has continuously deteriorated. This combination puts creditors at serious risk; financial restructuring is needed to regain solvency and reduce the risk of default.
1.5 Investment Ratios
Investment ratios measure shareholder returns and market confidence.
Table 5: Investment Ratios, 2020–2024
	Year
	EPS (£)
	Dividend per Share (£)
	Dividend Payout Ratio

	2020
	2.78
	1.20
	43%

	2021
	0.39
	0.15
	38%

	2022
	0.03
	0.00
	0%

	2023
	-7.64
	0.00
	–

	2024
	-1.85
	0.00
	–



Interpretation:
EPS decreased drastically from £2.78 in 2020 to -£7.64 in 2023 and -£1.85 in 2024, reflecting large net losses and severe erosion of shareholder value (Brigham & Ehrhardt, 2019). 
The dividend per share decreased from £1.20 in 2020 to zero by 2022, which indicates that the company stopped paying dividends in order to retain more cash during financial distress.
The dividend payout ratio was at 43% in 2020, which decreased to 0% in 2022-2024. This consistency expresses the suspension of dividends and negative earnings, meaning no cash returns are received by shareholders during the loss-making period. It is commented on by Sinaga et al. (2023).
In general, the sharp decline in EPS and the suspension of dividend payments all indicate the critical decline of the Company's financial performance, which hurts investor confidence and limits future access to equity financing.
1.6 Cash Flow Analysis
Operations cash flow, therefore, fell to £14,822m in 2024 after a decline in profitability, unstable inventory levels, and uneven collection of receivables. Continued heavy use of credit lines to finance activities has seen net repayments amount to £17,807m in 2024, therefore further tightening liquidity. Overall, the negative net income coupled with poor operating cash flows means increased insolvency risk.
Altman Z-Score
The Altman Z-score represents one of the most widely applied models for bankruptcy prediction (Rashid et al. 2023).
Formula adjusted for non-manufacturers:
Z = 6.56*(Working Capital/Total Assets) + 3.26*(Retained Earnings/Total Assets) + 6.72*(EBIT/Total Assets) + 1.05*(Book Value of Equity/Total Liabilities)
Using 2024 data:
Working capital / Total assets = 84,203 / 323,354 = 0.26
· Retained Earnings/Total Assets = 208,431 / 323,354 = 0.64
· EBIT/Total Assets = -15,297 / 323,354 = -0.047
· Equity/Liabilities = 153,105 / 170,249 = 0.90
Z = (6.560.26) + (3.260.64) + (6.72*-0.047) + (1.05*0.90)
Z = 1.71 + 2.09 - 0.32 + 0.95 = 4.43
The high value of the Z-score of >2.99 shows that the company falls within the safe zone. However, in this case the result is misleading because the large retained earnings amount compared to the assets overstates the score despite there being consistent net losses. Adjusted analyses show that this is a case of a high insolvency risk if no corrective measure is taken.
[bookmark: _Toc214851163]2. Working Capital Management
Effective working capital management implies the capability of a firm to finance day-to-day operational requirements while sustaining short-term financial stability. In the case of General Electronics, declining profitability and reduced equity of shareholders have heightened the pressure on short-term liquidity. Although the current ratio has consistently remained above 1.5 between 2020 and 2024-that is, the current assets are adequate to cover current liabilities-dependency has shifted increasingly towards receivables and inventory rather than cash. This is reflected in the cash ratio, which has fallen sharply from 0.32 in 2020 to 0.17 in 2024, indicating a weakening immediate liquidity position. Where a business is already suffering from sustained net losses, inefficient working capital management can substantially aggravate financial vulnerability and result in risks of insolvency (Atrill and McLaney, 2023).
2.1 Cash Conversion Cycle
The Cash Conversion Cycle refers to the time taken by funds to get tied up in inventory and receivables before being collected in cash. In General Electronics, however, the CCC has been stretched out because of major inefficiencies in the recovery of receivables. This was evidenced by the receivable collection days, which increased from 77 days in 2020 to 106 days in 2024, implying that the company has to wait for over three months to get cash from customers. These delays mean a weakening of credit discipline and loss of market control.
Inventory levels, though from their peak, remain high. Inventory turnover slowed down to 3.35 times in 2024, which means inventory is held for an extended period before being sold. The fact that £79,355m is tied up in inventories indicates the liquidity being locked up in working capital. The outcome includes other risks such as obsolescence and markdown losses associated with rapid technological changes in the electronic industry (Munyaka and Yadavalli 2022). Indeed, together with the lack of full information regarding payable days, the available indicators confirm that the cash cycle is still long and inefficient.
2.2 Receivables Management
One of the most critical warning signals is the consistent rise in receivables days. While revenues are declining, the company's receivables performance has been continuously worsening, indicating a weakening credit policy with limited enforcement mechanisms. In an effort to regain control of cash inflow, General Electronics should:
· Introduce stricter customer credit scoring
· Implement automated invoicing and follow-ups
· Offer a discount for early payment
· Charge penalties on late settlement
Industry benchmarks indicate that leading electronics manufacturers collect receivables within 45-60 days, which would put General Electronics significantly behind best practice. Even receivable days as high as 80-90 days could unlock billions of dollars in currently trapped liquidity that could support internal financing needs.
2.3 Inventory Management
Although having improved somewhat since 2022, inventory is still excessive relative to the declining demand level. High inventory contributes directly to liquidity strain because the costs of storage, insurance, and handling increase as cash remains tied up (Mohamed, 2024). A 10% reduction in current stockholding would release roughly £8,000m in cash that would significantly improve operating liquidity.
Recommended inventory reforms include:
· Adoption of demand-driven planning technologies
· Expanding just-in-time (JIT) arrangements with key suppliers
· Product rationalization in slow-moving and obsolete products
· Improved coordination between procurement and sales forecasting
These changes would eventually shorten the CCC and curb cash leakage via unnecessary holding costs.

2.4 Payables Management
General Electronics reported accounts payable of £72,031m in 2024-outturn value stable but not growing sufficiently to compensate for increases in the level of receivables. Poor suppliers' management might improve short-term cash flows by delayed payments; however, it could result in the jeopardizing of relations and reduced reliability of the supply chain. Nyamongo, 2023 Thus, the business should:
· Negotiate longer but agreed-upon supplier terms
· Enter into supply-chain finance arrangements
· Strengthen strategic partnership contracts
If leveraged well, supplier credit can ease liquidity stress without taking on more debt.
2.5 Short-Term vs Long-Term Financing
The company has significantly utilized credit lines that reached the peak of £ 88,000m in 2022 but then decreased to £ 36,960m in 2024. This reduction already shows deleveraging; however, such financing brings significant risk of refinancing, especially during turbulent market periods or increasing rates. To improve liquidity resilience and minimize risks of unexpected funding pull-back, it would be better to switch to other more stable sources, such as equity financing, medium-term bonds, or asset-backed borrowing.
2.6 Cash Flow Implication
Operating cash flows declined sharply from £73,392m in 2020 to £14,822m in 2024 due to the high level of volatility in the movements of inventory and receivables. Such volatility in operating cash flow underlines the absence of any systematic working capital policy and makes it progressively difficult to finance core operations without borrowing. Improvement in the reliability of liquidity is called for to continue capital investment in the company and avoid increasing dependence on credit facilities with third parties.
Strategic Recommendations
Reduction in the collection period of receivables by 20–30 days will expedite internal cash inflows through the reduction in delays between credit sales and cash receipts. This reform directly increases liquidity and reduces dependence on short-term borrowing. The estimated reduction in inventory levels of 8–12% will release around £6–9 billion in cash, currently tied up in stock. This improves operational working capital and does not compromise supply continuity.
Enhancing supplier financing arrangements through the negotiation of longer payment windows and utilizing supply-chain finance instruments, such as reverse factoring, will ease demands on immediate cash resources and help to normalize short-term liquidity. Ahmad (2021) argues that, lastly, long-term financing instruments should be given attention in an effort to reduce refinancing risk and avoid exposures to rising interest rates. Though equity or long-term debt restructuring may introduce new costs or minor ownership dilution, it provides a more stable capital base on which operational recovery may be based. Alvarez et al. (2021).
Taken together, these actions will reduce the cash conversion cycle, enhance cash availability, and put General Electronics in a better position to withstand the turnaround process.
[bookmark: _Toc214851164]3. Strategic Financial Restructuring Plan
General Electronics is experiencing severe financial deterioration, as manifested in declining profitability, weakening liquidity, and deteriorating solvency. The back-to-back losses from operations reported during 2023 and 2024, with falling equity for shareholders and negative earnings per share, prove that the current financial model is no longer viable. What is needed is a strong strategic financial restructuring plan to get the company back on its feet, recovering its competitive strength to achieve a long-term growth trajectory. This restructuring should not only solve short-term cash pressures but also improve strategic positioning within the highly competitive consumer electronics sector.
This section deals with major restructuring strategies such as selective divestitures, strategic alliances or mergers, equity recapitalisation, and debt restructuring, while evaluating their impact on shareholder value, debt structure, and operational efficiencies, along with integrating ethical and global perspectives such as taxation, inflation, foreign exchange exposure, and CSR commitments.

3.1 Divestiture of Assets
General Electronics has a significant asset base; it has property, plant, and equipment amounting to £34,207 million and intangible assets of £24,038 million as of 2024. Many of these assets, such as legacy manufacturing facilities and product technologies that are no longer the latest, have a limited potential to contribute to sustainable profitability. Disposing off underperforming assets would:
· Generate immediate liquidity required to support operations
· Reduce depreciation and overhead costs
· Allow reinvestment into fast-growing markets such as smart devices and robotics.
Divesting assets valued at approximately £12,000 million could, for example, reduce leverage and improve the solvency ratio. Decisions about divestiture should, however, be based upon fair market valuations in order to avoid distressed selling and irrecoverable loss in capabilities. Proper impact assessments should ensure operational continuity remains intact.
3.2 Mergers and Strategic Alliance
Mergers and strategic alliances are one of the avenues for scale efficiency improvement and enhancement of technological competitiveness relevant to the electronics industry. The sector requires high R&D expenditure and strong bargaining power in global supply chains — which are also the two areas where General Electronics is weakened.
A merger with a regional electronics manufacturer or a strategic collaboration with a global tech innovator could:
· Improve access to sophisticated technologies and patent portfolios
· Expanding the presence in international markets
· Lower unit production costs through economies of scale
· Better creditworthiness from increased market stability (Garzella and Fiorentino, 2020)
Merger synergies can enhance profitability and shareholder value, but there are also integration issues to be faced, such as cultural misalignment and restructuring costs. Strategic alliances perhaps offer a less risky route where joint innovation can be achieved without full acquisition.
3.3 Equity Injection
The consequence of persistent losses has significantly diminished retained earnings as well as shareholders' funds. It is, therefore, prudent to raise new equity to reduce overdependence on debt financing and regain market confidence. According to Haque (2023), this may be realized through:
· Rights issue: protecting ownership of existing shareholders
· Private placement targets institutional or international investors.
For example, an equity injection of £25,000 million would strengthen liquidity, reduce the debt-to-equity ratio and support investments in enhancing product competitiveness. New share issuance might temporarily dilute the ownership percentage, but the improved financial sustainability is expected to deliver long-term value appreciation.
The company also needs to improve governance transparency and articulate the turnaround strategy to attract investors.
3.4 Debt Reorganization
The leverage and negative interest coverage ratios indicate that current debt levels are unsustainable for General Electronics. Hence, debt restructuring is of prime importance to preserve financial stability. Options can be sought from
· Renegotiating existing loans to obtain lower interest rates
· Extending maturities to decrease short-term repayment pressures
· Conversion of some of the long-term debts into equity holdings (Lau, 2023)
For example, it would strengthen the capital structure without cash outflow if £10,000 million of debt was converted into equity. This would alleviate immediate financing pressures but preserve future equity flexibility by using hybrid instruments such as convertible bonds.
Successful restructuring would ensure higher ratings, therefore improving access to cheaper finance for innovation.


3.5 International and Ethical Considerations
The financial restructuring should be done in a manner that is in compliance with international rulings and norms of ethical business operation. The company should strive for optimum taxation by carefully planned divestitures and equity arrangements so that double taxation liabilities, which are not needed, can be avoided or reduced to a minimum (de Oliveira Neto, 2021). As General Electronics works globally, it is also highly vulnerable to foreign currency market fluctuations-particularly the ones relating to US dollars and Asian currencies. Hence, hedging operations such as forward exchange contracts need to be performed to safeguard the company against currency fluctuation factors.
Besides, inflation is another obstacle because it heightens the cost of borrowing and diminishes the real returns on investment. Such an issue calls for the consideration of long-term fixed-rate borrowing arrangements in a restructuring package with cost-effective supply chain reforms. Ethical and sustainability issues should also be at the core of the restructuring process. That is, asset sales should not result in severe exploitation of the workforce; labour practices should be upheld during merger or alliance cases. It is also important that new investments be directed towards environmentally responsible innovative technologies. Reputation is enhanced by such CSR-friendly actions; it boosts the confidence of stakeholders in the business and also builds long-term resilience.
Evaluation of Impact
The proposed restructuring can be expected to yield a number of salutary benefits. 
· Firstly, shareholder value should benefit from the stabilization of profitability and the strengthening of the equity base, possibly feeding through into share price performance. 
· Secondly, reduced over-borrowing, allied to better refinancing terms, will improve solvency and enhance the company's credit rating. 
· Finally, divestment of inefficient assets, combined with partnerships or alliances, will make operations more flexible, allowing faster decision-making and more effective resource utilization.
Although some short-term disruptions may occur—particularly during integration phases—the long-term advantages far outweigh the temporary challenges, allowing the company to operate more competitively in the global market (Song, 2023).
Strategic Roadmap
It is advisable to have a phased restructuring roadmap for maximum effectiveness. The priorities should include: 
· Short term, 0–12 months, stabilising liquidity through divestment of non-core assets and renegotiation of urgent debt arrangements.
· Medium-term: within a period of 12–24 months, the company should introduce equity injections, strength in the capital base, and strategic alliances in order to expand market influence. 
· Finally, in the long run, after 24–36 months, General Electronics can identify merger opportunities and thus fully restructure its capital to achieve financial sustainability and competitive growth that is long-lasting.
[bookmark: _Toc214851165]4. Investment Appraisal and Capital Budgeting
Capital budgeting is the process by which an organization selects where to allocate its limited funds in order to create long-term benefits for the shareholders. By Al-Majali et al. (2024), investment decisions facing currently less profitable General Electronics with tightened liquidity must guarantee not only attractive returns but also support financial stability and recovery efforts.
This section appraises three investment opportunities (Projects A, B, and C) with the use of five appraisal methods: Payback Period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI), and Internal Rate of Return (IRR). Since only £60 million is available for investment, the decision must consider capital rationing.
1. Payback Period
The Payback Period helps determine how quickly the initial cost of a project is regained through cash inflows (Atrill and McLaney, 2022).

Project A:
· Yr 1 = £10m; cumulative = £10m
· Yr 2 = £12m; cumulative = £22m
· Yr 3 = £14m; cumulative = £36m
· Yr 4 = £10m; cumulative = £46m
· Investment of £40m is recovered during Year 4.
· PBP = 3 years + (£4m / £10m) = 3.4 years
Project B:
· £6m annually; cumulative recovery of £30m after Year 5.
· PBP = 5 years
Project C:
· Yr 1 = £5m; cumulative = £5m
· Yr 2 = £10m; cumulative = £15m
· Yr 3 = £20m; cumulative = £35m
· Yr 4 = £25m; cumulative = £60m
· £50m is recovered during Year 4.
· PBP = 3 years + (£15m / £25m) = 3.6 years
Ranking (best to worst): A (3.4 yrs), C (3.6 yrs), B (5 yrs).
2. Accounting Rate of Return (ARR)
ARR = Average Accounting Profit / Initial Investment.
Assuming accounting profit = cash inflow – depreciation.
Project A:
· Depreciation = £40m/5 = £8m per year.
· Profits = (10–8, 12–8, 14–8, 10–8, 8–8) = £2m, £4m, £6m, £2m, £0m.
· Average = (£14m / 5) = £2.8m.
· ARR = £2.8m / £40m = 7%

Project B:
· Depreciation = £30m/5 = £6m per year.
· Profits = inflows – depreciation = £0m each year.
· ARR = 0%
Project C:
· Depreciation = £50m/5 = £10m per year.
· Profits = (-5m, 0m, 10m, 15m, 5m).
· Average = £25m / 5 = £5m.
· ARR = £5m / £50m = 10%
Ranking: C (10%), A (7%), B (0%).
3. Net Present Value (NPV)
NPV = Present Value (PV) of inflows – Initial Investment. Discount rate = 10%.
Project A:
· Yr 1: £10m / 1.1 = £9.09m
· Yr 2: £12m / 1.21 = £9.92m
· Yr 3: £14m / 1.331 = £10.52m
· Yr 4: £10m / 1.464 = £6.83m
· Yr 5: £8m / 1.610 = £4.97m
· Total PV = £41.33m
· NPV = £41.33m – £40m = £1.33m
Project B:
· Each inflow = £6m. PV factor (annuity 5 yrs, 10%) = 3.791.
· PV = £6m × 3.791 = £22.75m
· NPV = £22.75m – £30m = –£7.25m
Project C:
· Yr 1: £5m / 1.1 = £4.55m
· Yr 2: £10m / 1.21 = £8.26m
· Yr 3: £20m / 1.331 = £15.03m
· Yr 4: £25m / 1.464 = £17.09m
· Yr 5: £15m / 1.610 = £9.32m
· Total PV = £54.25m
· NPV = £54.25m – £50m = £4.25m
Ranking: C (£4.25m), A (£1.33m), B (–£7.25m).
4. Profitability Index (PI)
PI = PV of inflows / Initial Investment.
· Project A: £41.33m / £40m = 1.03
· Project B: £22.75m / £30m = 0.76
· Project C: £54.25m / £50m = 1.08
Ranking: C (1.08), A (1.03), B (0.76).
5. Internal Rate of Return (IRR)
IRR is the discount rate at which NPV = 0.
· Project A: At 10%, NPV = +£1.33m; at 15%, NPV ≈ –£3m.
IRR ≈ 11–12%.
· Project B: Always negative (NPV < 0 at 10%), IRR < 10%. Approx. 4–5%.
· Project C: At 10%, NPV = +£4.25m; at 15%, NPV ≈ –£2m.
IRR ≈ 12–13%.
Ranking: C (12–13%), A (11–12%), B (4–5%).
Table 6: Comparative Analysis
	Metric
	Project A
	Project B
	Project C

	PBP
	3.4 yrs
	5 yrs
	3.6 yrs

	ARR
	7%
	0%
	10%

	NPV
	£1.33m
	–£7.25m
	£4.25m

	PI
	1.03
	0.76
	1.08

	IRR
	11–12%
	4–5%
	12–13%



Project C certainly outperforms on nearly all measures: highest return, highest value creation, and best profitability indicators.
Project A is acceptable but does not maximize limited resources.
Project B should be rejected outright; it diminishes shareholder value.
Risk Analysis
· Project A offers stable and predictable cash flows relevant in the current liquidity crisis.
· Project C provides higher returns, the early years exhibit inflows that are on the low side, which could lead to short-term cash stress. This risk could be mitigated by improvements in working capital and availability of short-term borrowing lines.
· Project B has a high risk with inadequate return.
Capital Rationing Conclusion
Given only £60m is available:
· A + B = £70m (not feasible)
· A + C = £90m (not feasible)
· B + C = £80m (not feasible)
· Only A (£40m)
· Only B (£30m)
· Only C (£50m)
No combination of two projects is affordable, only one project can be selected.
The financially and strategically best option is Project C.
It maximizes shareholder return, secures long-term competitiveness, and is also in line with the overall restructuring strategy.
Final Recommendation
General Electronics should invest in Project C and reject Projects A and B, because it maximizes shareholder value with the maximum NPV (£4.25m), PI (1.08), and IRR (12-13%). Though Project C demands careful liquidity management in its initial phases, it is the only option that maximizes value, enhances profitability in the future, and supports financial recovery.
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This financial analysis has identified a number of key problems the business is presently facing, relating to its falling profitability, poor earnings, and underlying capital structure issues that have raised its financial risk. Earnings per share have continued to show large fluctuations and negative returns in recent years, which indicate lower levels of value generated for shareholders. In addition, there are signs of solvency pressures due to increasing levels of debt and a restricted liquidity position that gives little choice for operational flexibility. (Brealey et al., 2020).
It is expected that these turnaround initiatives will have a stabilising effect by restoring short-term cash flow and long-term financial resilience. Such initiatives as reduction of inventory level, enhancement of receivables collection, and restructuring of financing will enhance liquidity and reduce dependence on high-cost debt. Capital investment appraisal results also suggest that focusing on value-enhancing projects with positive NPV and strong IRR performance will support long-term strategic growth and improved shareholder returns. (Brigham & Ehrhardt, 2022).
The future financial perspective may show signs of recovery if the company proceeds with strict cost discipline, operational efficiency, and profitable investment decisions. The re-establishment of steady dividends and earnings growth will be imperative in restoring investor confidence. The sum of operational improvement and disciplined capital management can thereby help the business to regain solvency and competitiveness in achieving an upward trajectory of sustainable growth in the future (Hillier et al., 2021).
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Appendices: Full Ratio Tables
A1. Profitability Ratios (2020 – 2024)
	Year
	Gross Profit Margin (%)
	Operating Margin (%)
	Net Profit Margin (%)
	ROA (%)
	ROE (%)

	2020
	28.68
	6.06
	6.28
	7.56
	12.31

	2021
	28.75
	3.87
	0.88
	1.04
	1.92

	2022
	28.06
	2.68
	0.08
	0.08
	0.15

	2023
	23.21
	-20.29
	-23.37
	- 27.60
	-54.89

	2024
	28.87
	-3.88
	-6.09
	-7.44
	-15.70



A2. Liquidity Ratios (2020 – 2024)
	Year
	Current Ratio
	Quick Ratio
	Cash Ratio

	2020
	1.82
	1.15
	0.32

	2021
	1.56
	0.94
	0.28

	2022
	1.56
	0.91
	0.31

	2023
	1.61
	1.06
	0.27

	2024
	1.53
	1.03
	0.17




A3. Efficiency Ratios (2020 – 2024)
	Year
	Inventory
Turnover (times)
	Receivables Days (days)
	Asset
Turnover (times)

	2020
	3.64
	77
	1.20

	2021
	3.36
	78
	1.18

	2022
	2.84
	76
	1.08

	2023
	2.83
	98
	1.18

	2024
	3.35
	106
	1.22



A4. Gearing – Leverage Ratios (2020 – 2024)
	Year
	Debt-to-Equity (times)
	Interest Coverage (x)
	Debt Ratio

	2020
	0.63
	26.2
	0.39

	2021
	0.85
	41.1
	0.46

	2022
	0.88
	6.61
	0.47

	2023
	0.99
	-19.7
	0.50

	2024
	1.11
	-4.55
	0.53







A5. Investment Ratios (2020 – 2024)
	Year
	EPS (£)
	Dividend per Share (£)
	Dividend Payout Ratio

	2020
	2.78
	1.20
	43%

	2021
	0.39
	0.15
	38%

	2022
	0.03
	0.00
	0%

	2023
	-7.64
	0.00
	–

	2024
	-1.85
	0.00
	–



A6. Comparative Evalution
	Metric
	Project A
	Project B
	Project C

	PBP
	3.4 yrs
	5 yrs
	3.6 yrs

	ARR
	7%
	0%
	10%

	NPV
	£1.33m
	–£7.25m
	£4.25m

	PI
	1.03
	0.76
	1.08

	IRR
	11–12%
	4–5%
	12–13%
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