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Introduction
The consumer electronics market in the world is experiencing a highly volatile state where innovation speeds up, consumer behaviour changes and the value chain experiences a compression of the margins (PwC, 2024). General electronics (GE) which was a model of operational excellence has had declining financial performance in the last five years. My remit as the incoming Chief Financial Officer (CFO) is to identify the deep roots of distress, develop a consistent and ethically sound turnaround strategy, and develop an investment agenda that will put GE into a competitive position and still provide it with adequate capital bases. In this report, integrated financial statement analysis, ratio comparisons to the industry standards, and the principles of corporate restructuring have been utilized to present a sound recovery strategy. There is the use of established tools of analysis: the Altman Z-Score is used to assess the risk of bankruptcy (Altman and Hotchkiss, 2020), and discounted cash flow methods, such as Net Present Value (NPV) and Internal Rate of Return (IRR) and Profitability Index (PI) are used to select investments under capital rationing. These methods are enhanced by working-capital diagnostics and a stage-by-stage restructuring plan. Ethical and ESG are integrated to balance the interest of the stakeholders with long-term resiliency. Unless stated otherwise, all monetary data are in PS million (GBP m). The analysis shows that profitability, liquidity and asset utilisation are immediate areas of weakness; suggests specific working-capital reforms: and suggests financial restructuring lever to rebalance the balance sheet; and evaluates growth investments within a PS60 million budget constraint. Taken together, the recommendations would help to regain some solvency headroom, recover investor confidence, and put GE on a slow but long-lasting recovery path.
2. Financial Health Diagnostics
2.1 Profitability review
The profitability of GE has been materially damaged during the period between 2020 and 2024. Minimal profits in 2020-2022 have been replaced by net losses in 2023 and a further loss in 2024, which has been caused by cost inflation, inefficiencies in operations, impairment, and restructuring costs (KPMG, 2023). The essential indicators are summarised below:
Table 1: Profitability overview
	Year
	Net Sales (£m)
	Net Income (£m)
	ROE (%)
	Gross Margin (%)
	Net Margin (%)

	2020
	614,680
	38,572
	12.3
	28.7
	6.3

	2021
	601,602
	5,301
	1.6
	28.8
	0.9

	2022
	542,751
	407
	0.1
	28.1
	0.07

	2023
	420,457
	–98,238
	–54.9
	23.2
	–23.4

	2024
	394,879
	–24,029
	–15.7
	28.9
	–6.1


Gross margins have been widely stable at around 28-29% with the exception of 2023 which saw the gross margin fall to 23.2% as a result of pricing and supply chain dislocation. This gross level stability means that GE still has some level of scale benefits and procurement discipline even though revenue is shrinking. The operating margin trend is however negative, with about 6.2% in 2020 giving way to about -3.9% in 2024, overhead cost creep, restructuring outlays and asset write-downs are some of the provisions that are breaking down the operating leverage.
The returns to the equity holders have been severely impacted: ROE has fallen to -15.7% (2024) after being 12.3% (2020). It is the extreme loss in 2023 that addresses structural problems in the cost baselines, product-mix profitability, and asset quality. Although the loss is less as compared to 2023, the general momentum is negative and corrective action is needed in time to prevent more losses to the capital.
2.2 Liquidity position
The short-term solvency is becoming less robust, and the company increasingly relies on inventory to settle its debts. Core ratios are as follows:
Table 2: Liquidity ratios
	Year
	Current Ratio
	Quick Ratio
	Cash Ratio

	2020
	1.82
	1.15
	0.32

	2021
	1.56
	0.94
	0.18

	2022
	1.56
	0.91
	0.20

	2023
	1.61
	0.91
	0.26

	2024
	1.53
	0.84
	0.17


The current ratio dropped to 1.53 (2024) against 1.82 (2020), which is an indication of a smaller liquidity cushion (Investopedia, 2024). The decrease in the quick ratio to 0.84 indicates an increasing dependence in the conversion of inventory and limited liquid assets to pay the immediate liabilities. It is worth noting that cash balances also decreased as compared to around PS57 billion to PS27 billion during the period though operating cash flow is positive in 2024- no indication of this, a variance likely to suggest high working-capital absorption and capital expenditures. The gap between profitability and operating cash generation indicates the intensity of receivables and underlines the necessity of the strict working-capital governance (Brigham and Ehrhardt, 2022).
2.3 Efficiency and asset utilisation
The conversion of assets into revenues and cash is an urgent problem. The efficiency indicators are given below:
Table 3: Efficiency metrics
	Year
	Inventory Turnover (x)
	Receivable Days
	Payable Days
	Working-Capital Days

	2020
	3.64
	77
	48
	+29

	2021
	3.19
	78
	56
	+22

	2022
	2.79
	75
	65
	+10

	2023
	3.65
	98
	61
	+37

	2024
	3.54
	105
	67
	+38


Collection period worsened to 105 days (2024) versus 77 days (2020), which is an indication of loose credit discipline or/and customer strain. The inventory turnover of 3.54x is lower than peer benchmarks implying slow-moving inventory and poor demand adjustment. The Working-Capital Days extension and wider cash conversion cycle as a whole indicate that cash is stuck within operating assets, which causes external financing requirements and burden on the balance sheet.
2.4 Gearing and capital structure
Increasing leverage and negative interest coverage indicate increase in financial risk:
Table 4: Capital structure and coverage
	Year
	Debt-to-Equity
	Debt Ratio
	Interest Coverage

	2020
	0.63
	0.39
	26.2

	2021
	0.71
	0.46
	12.1

	2022
	0.88
	0.47
	6.6

	2023
	0.99
	0.50
	–0.16

	2024
	1.11
	0.53
	–4.6


Its debt-equity ratio increased to 1.11 in 2024, which means that the company depends more on borrowed funds (EY, 2024). In 2023 and 2024, interest coverage became negative as a result of operating losses, and the likelihood of covenant breach increased, as well as prevented the ability to access incremental credit. High leverage and low profitability combine to increase the weighted average cost of capital (WACC), as well as squeeze financial flexibility, of the firm.
2.5 Cash flow and investment profile
GE has recorded itself as a strength, despite the pressure on the income-statement, which recorded positive operating cash flow in 2024 of PS14.8 billion. But capital expenditures on cash outlays (PS4.6 billion) and decreased external funding were among the factors contributing to the decrease in net cash holdings (Bloomberg, 2024). To maintain liquidity, the management has abrogated dividends, which is in line with the practice of navigating through crisis (Deloitte, 2023). There is still tension between the short-term liquidity maintenance and selective investment to grow in the future- an optimisation problem that is dealt with in subsequent sections by rationalizing capital.
2.6 Strengths, risk factors, and structural themes
Strengths:
1. The high cost-of-sales management and scale of procurement is resilient as indicated by its durable gross margin in most years (~28-29).
2. The positive operating cash flow in 2024 indicates the existence of the underlying cash-generative capacity even at the time of income pressure.
3. Large asset base offers collateral possibility and flexibility of debt renegotiation and selective asset sales.
Threats and pressure points:
1. The compression of top-line of about 36% since 2020 compromises the operating leverage and the scale economies.
2. Retained earnings and equity are undermined by accumulated losses to contribute to less shock-absorption capacity.
3. The increased negative interest cover and gearing increases solvency and refinancing risks.
4. Poor performance in the receivables and inventory dynamics undermine the liquidity, increasing the dependence on outside financing.
2.7 Corporate failure risk: Altman Z-Score
The Altman Z-Score is used to estimate the risk of bankruptcy of manufacturing-type companies (Altman, 1968; Altman and Hotchkiss, 2020):
Z = 1.2X1 + 1.4X2 + 3.3X3 + 0.6X4 + 1.0X5
Where:
· X1 = Working Capital / Total Assets
· X2 = Retained Earnings / Total Assets
· X3 = EBIT / Total Assets
· X4 = Market Value of Equity / Total Liabilities
· X5 = Sales / Total Assets
2024 inputs:
· Working capital = £242,494 – £158,291 = £84,203
· Total assets = £323,354
· Retained earnings = £208,431
· EBIT ≈ –£15,297
· Market value of equity ≈ £153,105
· Total liabilities = £170,249
· Sales = £394,879
Z ≈ 1.2(0.26) + 1.4(0.64) + 3.3(–0.047) + 0.6(0.90) + 1(1.22) ≈ 2.19
The Z-score of 2.2 puts GE in the grey area- there is increased risk of distress but not acute yet. The visible decline of a less risky position before 2021 to the present level highlights the serious necessity of the radical reorganization and improvement of performance.
2.8 Synthesis of financial position
Synthesis of financial position refers to the process of creating the financial statements out of the analysis.
GE is maneuvering against sharp financial distress but it is not bankrupt. The frequent losses, increased liquidity restraint and increased leverage are all indicators that the business requires operating discipline and balance sheet mending. Favorable operating cash flow is a lifeline, but will not be adequate unless it addresses cost structure, working capital, and capital structure. The short-term priorities must include:
1. Improved operating model effectiveness and cost control aggressiveness.
2. Restructuring of debts to alleviate servicing pressure and increase maturity patterns.
3. Inventory and receivables optimisation to shorten cash conversion cycle.
4. Selective, capital-restricted investment in fast-paying, risk-averse investment.
3. Working Capital Management Deep Dive
At General Electronics plc (GE), gross margins have stood at relative steady levels of about 28-29 percent in the majority of years except in 2023 where gross margin dropped drastically to 23.2 percent because of pricing pressure and widespread supply-chain disruption. Such stability indicates GE continues to enjoy procurement discipline, scale efficiencies but gross level stability is not yet being converted into operating profitability. The operating margin has decreased since the year 2020 when it was around 6.2 percent to the current -3.9 percent of 2024. The drop in operating leverage is due to the rising overheads, restructuring expenses and write-downs, which, together with any gross-margin strength, are counterbalanced. The same has been the case with return on equity (ROE), which has declined to 12.3 percent in 2020 to -15.7 percent in 2024. The dismal 2023 performance is an indicator of structural flaws in the cost base and product-mix economics of GE, which cannot be addressed by using a single-off shift. Supply-chain shocks are also empirically associated with extreme deterioration of the margins in manufacturing companies (McKinsey, 2024), which supports the idea that more radical operational changes are required.
3.1 Cash conversion cycle (CCC)
Cash operating cycle is a measure of the length of time that the business takes to pay money to the production and money to the customer (Gitman and Zutter, 2019):
CCC = DIO + DSO – DPO
Table 5: CCC components and trend
	Year
	DIO
	DSO
	DPO
	CCC (days)

	2020
	100
	77
	48
	129

	2021
	114
	78
	56
	136

	2022
	131
	75
	65
	141

	2023
	100
	98
	61
	137

	2024
	103
	105
	67
	141


The CCC has also moved to a level of almost 141days, which indicates slower collections and high inventory holding as compared to payables. The recent DSO spurt, 77-105 days, has been the major cause of the growth and augmented by the inefficiencies in inventory. Practically, GE has more than four months cash in operating cycle, which in effect makes them more dependent on the outside liquidity, and that the financing cost becomes high in a high-leverage environment.
3.2 Trade receivables discipline
Even as sales are declining, receivables have increased by PS112.3- PS114.2billion, Days Sales Outstanding (DSO) has risen, and receivables-to-sales ratio (20.7-28.9%). This will mean lax credit vetting, loose payment conditions, and/or lax enforcement.
Recommended actions:
4. Implement automated credit scoring and behavioural-based dynamic credit limits on behavioural payment analytics (Deloitte, 2023).
5. Implement tiers of terms: restrict terms on high risk accounts, offer competitive terms on prime accounts and give incentives on timely payments.
6. Early-pay-discounts should be employed on dynamic discounting tools and customer self-service portals to increase the speed of remittances (McKinsey, 2024).
7. Create strong collections governance (KPI dashboards e.g. DSO, ageing buckets, dispute cycles time, etc.), and weekly action reviews.
Target outcome: 20-25 days to the decrease in DSO in the 9-12 months, which will open the door to massive cash and will keep a company out of the situation of having to rely on short-term borrow.
3.3 Inventory strategy and demand alignment
Inventory balances decreased to PS79 billion (2024) as compared to PS140 billion (2022), but it was achievable through write-downs and reduced output, and not through systematic efficiency improvements. The 3.5x turnover is behind that of the industry (PwC, 2024), indicating unsold products and poor end-to-end forecasting.
Recommended actions:
· Operating practices (Lean based, to fluctuation in demand), such as: JIT pull signals, smaller batch sizes and faster changeovers (Christopher, 2016).
· Enhancing Sales and Operations Planning (S&OP) to calibrate commercial forecasts, supply plans and inventory objectives towards clear service level and cash objectives.
· Forecasting based on AI/ML can identify the effects of seasonality, promo-lift, and cannibalisation: particularly critical in short-lift, high-moving electronics (Accenture, 2024).
· Streamline the SKU line, focus on high velocity, high margin lines and eliminate the marginal SKUs to reduce holding and obsolescence costs.
Target outcome: increase the turnover to 4.5-5.0x in 1218 months, reduce the DIO by 20-30 days and alleviate the write-down risk.
3.4 Payables management and supplier partnerships
It has risen by 67 days with Payables growing between PS57 billion (2023) to PS72 billion (2024). Although the increase in the payment terms gives a short-term liquidity buffer, the unilateral stretching undermines supplier confidence and introduces the possibility of supply disruption, which is especially detrimental to electronics components where supply is limited worldwide.
Recommended actions:
1. Implement supply chain finance (reverse factoring) to provide suppliers with early payments at favourable discount rates whilst maintaining GE own DPO (EY, 2024).
2. Control the suppliers in terms of criticality and match the bargaining power with relationship value: negotiate systematic term extensions of commoditised inputs; offer VMI or collaborative planning of strategic components.
3. Manage supplier performance: on-time, NCR (non-conformance rate), lead-time variability and cost-to-serve institute this in order to enhance predictability.
3.5 Working capital financing levers
The flexible funding should be used to supplement operational fixes: Short-term: daily liquidity revolving credit; monetising receivables in invoice discounting or factoring; selective bank overdrafts (KPMG, 2023). Medium term: medium-term loans to fund transformation; convertible to lower cash interest cost, and share upside; and in case necessary, equity raises to deleverage. A combined strategy is wise considering that GE has a limited credit headroom: retain a dedicated RCF to address seasonal liquidity needs; a small-scale equity raise as the first turnaround indicators become evident.
3.6 Working capital reform blueprint
Priority initiatives:
1. Receivables: real time credit data; better terms; early payment incentive; better collections management.
2. Inventory AI- Based forecasting; lean implementation; SKU rationalisation; S&OP discipline and cash targets.
3. Payables: reverse factoring of the tier-1 suppliers; negotiated terms in a structured manner with the non-critical inputs; monitoring supplier risk.
4. Cash control: weekly rolling 13-week cash-flow modelling with scenario overlays reconciled to actuals (Grant Thornton, 2023).
Projected effect: squeeze the CCC by 25-30 days, allowing approximately PS25-30 billion of liquidity out - needed to service debts and turnaround investments.
3.7 Strategic implications
The restructuring and growth trajectory is based on better working-capital discipline. Liquidity that is liberated by DSO/DIO enhancements means that the high cost of borrowing does not have to be relied upon, priority capex is financed, and relationships are fixed with creditors. Other protection of margins and cash conversion is global cash management: hedging the exposures to FX and integration of inflation indices into contracts with suppliers (World Bank, 2024). Similarly, an announcement of a greater level of cash discipline will also help market confidence in the recovery direction of GE.
4. Strategic Financial Restructuring Plan
4.1 Rationale and objectives
The key aspect of pre-rebuilding solvency headroom, reducing the WACC, and restoring strategic flexibility is restructuring (Altman and Hotchkiss, 2020). GE has a high debt burden (D/E 1.11), low retained earnings and a negative interest coverage- which is unsustainable. The suggested plan incorporates liability management, equity actions, asset portfolio optimisation, and partnerships, and it is governed by a framework of actions that are more focused on transparency and ethics.
Objectives:
1. Decrease debt-service ratio, increase maturity.
2. Gratify equity so that it can take in shocks and priority investments.
3. Streamline the portfolio to concentrate on businesses that grow and have higher returns.
4. Develop external alliances in terms of technology and market penetration.
5. Integrate ESG and stakeholder concerns to contribute towards sustainable value creation.
4.2 Liabilities management: debt restructuring
Re-profile maturities -negotiate with the banks and bondholders to roll over maturities shorter in duration and amortise consistent with estimated cash flows (IMF, 2024).
Consider reducing margins or converting floating rates to fixed where necessary; consider interest deferral covenants which are tied to operational KPIs at the stabilisation stage.
Carry out a partial debt to equity swap (~PS20 billion) to achieve a decrease in D/E of between 1.11 to about 0.9 to increase solvency ratios and covenant headroom.
Issue convertible bonds to reduce the amount of cash interest payments in the short term and provide the investor with optionality of upside (Damodaran, 2023).
Guiding principles:
1. Ensure that there is open and frequent communication with lenders to build goodwill and perceived counterparty risk can be minimized.
2. Rebate obligations to clear, operational goals (e.g. CCC reduction, SG&A savings, completion of inventory write-downs).


4.3 Equity recapitalisation
The timely raising of equity may offer sustainable capital to both deleverage and buffer working capital:
1. A rights issue should be used to reduce interference of control and to reward shareholders who are loyal. An issue of 1 billion shares at PS10 per share would result in an increase in the amount of approximately PS10 billion.
2. Deploy is retiring expensive high-cost debt tranches, investing in normalising working-capital, and co-investment in the selected projects whose payback is near term.
3. Timing equity raise upon proven early victories (e.g., accepted debt extensions, first cost-out delivery), which ought to underpin the valuation as well as minimize dilution (EY, 2024).
In theory, capital structure optimisation will decrease the WACC and increase the enterprise value, as the probability of bankruptcy decreases and the performance of the enterprise can be improved (Modigliani and Miller, 1963; Brigham and Ehrhardt, 2022). In practice, the market discourse on a successful rights issue can be reestablished by the signalling effect of a successful rights issue.
4.4 Portfolio pruning: asset divestitures
The evident discrepancy in the accounting profitability and operating cash flow at GE points to a working-capital intensity issue, which is most probably caused by sluggish receivables collection and high inventory levels. Although GE records weak or negative net income in certain years, operating cash flows are always utilized irregularly in manner to indicate timing effects and wasteful working-capital cycles as opposed to operational mightiness itself. It has been found that companies that have long collections of receivables and lots of inventories tend to lack a correlation between earnings and money-generating (Journal of Corporate Finance, 2021; Atrill and McLaney, 2022), which implies that they require more severe credit management, tightened inventory planning and better cash-conversion governance.
4.5 Partnerships, alliances, and M&A options
In order to speed up capability change:
1. Cultivate alliance with software and semiconductor affiliates to achieve access to IP, reduce the time-to-market and co-develop the platforms, a mixture of software and hardware (KPMG, 2023).
2. Make minority or joint investments to separate capex investment into new categories (e.g. connected home hubs, AI enabled appliances).
3. Assess bolt-on acquisitions that have a good valuation and integration is not complex, and plans to realise cultural compatibility and synergy are good.
These channels can transform GE into a platform-based player with more switching costs and recurring revenue components and balance the risk of execution.
4.6 Ethics, sustainability, and global risk hygiene
General Electronics plc has to base its restructuring on responsible governance instead of basing it on financial optimisation. Organisational knowledge that is deemed important should be retained through workforce decisions such that reskilling and internal mobility are explored first before considering redundancy. Fairness and transparency and sufficient severance should be employed where reduction of headcounts is inevitable to shield the reputation of GE and preserve future talent reserves. It is also important that the company maintains a conservative and transparent tax and reporting practice; tax aggressive practices in the turnaround period will harm the credibility of the firm and are also contrary to the OECD requirements on responsible tax practices. GE should also have a stern macro-risk management. Due to the risk of liquidity being compromised by fluctuation in interest and foreign-exchange rate, the introduction of the structured hedging frameworks, as defined by the World Bank, will enhance the financial stability. Lastly, the environment, social and governance (ESG) priorities should be entrenched in any capital allocation in the process of restructuring. Energy-efficient production, responsible sourcing of raw materials and product circularity, which are encouraged through investments, reduce long-term risk as well as appeal to investors who are more interested in sustainable finance. Ethical governance as a system is a stabilising mechanism that facilitates a long-term resilience, confidence of stakeholders and access to capital markets.
4.7 Shareholder value implications
Properly designed turnaround which minimises leverage and normalises cash flow can help to decrease the weighted average cost of capital (WACC) at GE and boost the present value of future free cash flows. But, speculations regarding material WACC decreases should be approached with a sense of caution: the gains of low debt ratios could be counterbalanced during the short-term through equity dilution in rights issues or debt-to-equity conversions. Empirical data in the market demonstrates that restructuring can only result in positive abnormal returns when milestones are believable and are reported openly (Financial Times, 2024). Thus, the capital-market strategy in GE ought to be based on earlier verifiable gains, such as quantifiable decreases in overheads, decreases in the days outstanding and secured medium-term financing, and then attract attention to long-term value creation. Within three years, healed margins, decreased leverage and enhanced operating discipline is capable of serving to recover ROE and cut credit spreads, but these results will rely on steadfast performance as opposed to presumed market goodwill.

4.8 Phased execution roadmap
The implementation of the GE restructuring process must be done in a road map, which has a sequence and controlled risks. The six months stabilisation phase must be concentrated on enhancing liquidity through focusing on negotiating maturity extensions, obtaining committed revolving credit facility and introducing stringent short-term cash controls like a 13-week cash-flow framework. There will be early cost rationalisation, especially in SG&A and indirect procurement with a view of creating quick wins that will be communicated to creditors and investors. The second stage that stretches between months six and eighteen should be aimed at repairing the balance sheets. This involves the conversion of some part of the debt to equity where possible, a rights offering with proper timing to coincide with the early operational gains and disposing non-core assets in order to lower leverage and recovery financing capability. The last stage eighteen to thirty-six months should be changed to selective strategic renewal, such as technology alliances, focused R&D in related or intelligent products, and performance-management systems that tie management rewards to cash-conversion and margin recovery. This incremental architecture minimises implementation risk, increases the level of transparency and introduces natural review points at which changes can be made.
5. Investment Appraisal and Capital Budgeting
General Electronics plc has very rigid capital limits and has a PS60 million limit on new investments. The three project possibilities available should hence be evaluated not only in terms of technical merit, but also in terms of being compatible with the overall turnaround strategy. This aims at depositing capital to near-term liquidity, core business competitiveness and risk-adjusted high returns without investing in projects that would burden the already weak balance sheet of GE.
Project proposals:
Table 6: Project cash flow profiles
	Project
	Initial Investment (£m)
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	A
	40
	10
	12
	14
	10
	8

	B
	30
	6
	6
	6
	6
	6

	C
	50
	5
	10
	20
	25
	15



Project A is an incremental update in an already existing line of consumer electronics; Project B is the expansion of mid-range appliances into other markets; Project C creates an up-market smart-device environment. Some of these methods are Payback Period (PBP), Accounting Rate of Return (ARR), NPV, IRR, and PI with a 10% discount as an approximation of WACC (Damodaran, 2023; Brigham and Ehrhardt, 2022 ). 
5.1 Payback Period (PBP)
A: break even in 3.3 years, PS40m.
B: recoups PS30m in 5.0 years
C: breaks even with PS50m over a period of 3.6 years.
PBP focuses on the liquidity speed that is critical to a financially constrained GE (Gitman and Zutter, 2019). Project A offers the quickest recovery and complements almost-term cash-prioritisation. Project B has the lowest payback of five years in an unstable sector. C is agreeable on payback speed, but its increased initial capital increases strain at the start up. PBP has been left out by time value and after payback flows, but it is an effective pre-screen in a distress situation (Arnold and Lewis, 2019).
5.2 Accounting Rate of Return (ARR)
ARR is calculated using average accounting profit divided by the initial investment. The steps are:
Step 1:

Step 2:

Step 3:

Step 4:

Project A

Project B

Project C

5.3 Net Present Value (NPV)
The NPV of each project is calculated as:

Discount factors:
Year 1 = 0.90909
Year 2 = 0.82645
Year 3 = 0.75131
Year 4 = 0.68301
Year 5 = 0.62092

Project A


Project B


Project C

5.4 Internal Rate of Return (IRR)
The discount rate which gives NPV = 0 is called the IRR of any project. The IRRs are determined as:
· Project A: ≈ 13%
· Project B: ≈ 8%
· Project C: ≈ 16%
Projects A and C have a higher level than 10% hurdle rate as compared to Project B. The higher IRR of project C indicates that the cash-flow is more back-loaded, thereby making it more risky to the execution risk. Since IRR is applicable in the comparison of projects to conventional cash flows, it should be used with caution because it makes assumptions about reinvestments.
5.5 Profitability Index (PI)
Profitability Index is calculated as:

Using the PVs computed in Section 5.3:
Project A

Project B

Project C

Projects A and C are above 1.0 and hence, value-creating, Project B is below 1.0. Considering the PS60m limit on investments, there is no complete combination of A, B and C within the limit. That is why the value-maximising allocation will be to invest PS40m in Project A and invest the remaining PS20m to a smaller Project B since it will offer diversification of the cash flows without going beyond the capital constraint. 
5.6 Sensitivity and risk analysis
Stress-testing -20% changes in inflows:
A: NPV values lie between PS2.8m-PS9.8m; is positive--resistant to shocks.
B: The NPV at the baseline is negative; the loss is intensified by stressing down (≈ -PS6m).
C: NPV ranges between PS0m and PS21m- wide range of dispersion indicative of sensitivity of the market and execution.
In addition to demand uncertainty, there are macro risks (imbalanced politics, weak supply chain, FX), which add variability (IMF, 2024). There are also mitigation measures such as phased gate spending, co-developing with the vendor to share the risk, and FX hedging to launch internationally (EY, 2024). The profile of Project C will indicate that it will not start committing on a full-scale basis until it gets strong on the balance sheet.
5.7 Strategic and ethical coherence
A provides the base franchise with a low-risk of diversification and timely cash-in--better in a recovery phase.
B (scaled) is able to stretch into strong mid-tier markets and supplements the utilisation of the capacity of A.
C is prospective and strategically attractive yet capital intensive in nature and is not within the present financial posture.
Regarding the ESG factor, the preference ought to be to go to smaller environmental footprint projects, good supplier due diligence, and low disruption of the work force (Carroll, 2016; OECD, 2023). A and scaled B are in accordance with these principles and enable restoration of the stakeholder trust.
5.8 Financial strategy integration.
The suggested distribution coincides with the overall restructuring strategy. The advance receipts of A are used to stabilize working capital and reprofiled debt of service. Scaling B will be able to test new markets without taking up high risk posture. With higher structural metrics (CCC compression, deleveraging), GE will have an opportunity to re-evaluate higher-variance, high-IRR opportunities like C.



5.9 Investment appraisal conclusion.
The choice of Project A is the best option with the prevailing constraints since it has a good payback, positive NPV, and strategic fit. A decrease in Project B would help to spread the revenues and recover the brand without the violation of the PS60m limit. Project C can be put on hold or held back until the balance sheet is better and execution bandwidth is increased.
6.0 Conclusion
The data indicates a stressful company with physical recovery drivers. The historic gross-margin strength and 2024 operating cash flow of GE suggests that there is an engine of change to fund change-assuming that capital allocation is controlled and balance-sheet risk is reduced. The most acute issues, such as declining revenues, operating margins of a negative value, protracted accounts receivable, slow-moving inventory and a high level of leverage can be sorted out in a co-ordinated programme based on operational excellence and financial reorganization. 
The turnaround thesis is based on four pillars that support each other: Excellence of working-capital: tightening of credit, better demand management, minimal inventory, supplier financing and rolling of cash governance to release PS25-30 billion of cash and reduce the CCC by 25-30 days. Restructuring of capital: extension of maturity, interest is not deductible, conversion of part of the debts to equity, and issue of rights issue to deleverage, regaining of interest coverage and lowering WACC. Portfolio sharpening: selling non-core or low-return portfolio, and investing selectively in scalable higher-margin portfolio and digital adjacency, supported by strategy alliances. Good governance ESG-oriented investment, labour skills training, ethical tax behaviour, and risk insurance to normalise profits and ensure stakeholder confidence in organisations. By being disciplined in its approach- open communications, well defined milestones, and strict performance controls, GE can realistically be back to a high ROE of over 8 percent and a debt ratio of less than 0.9 in three years. The way to being competitive again will not rely solely on the financial engineering but incorporate sustainable operations, sound risk management, and customer-focused innovation into the core of the business.
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