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General Electronics is a company that deals with consumer electronics, which is very competitive in the global market and is typified by high rate of technological innovation, strong competition, high level of capital investment, and low product life cycles. Companies in this industry are always under pressure to be innovative, cost-effective, and financially strong in dynamic markets across the globe. Consumer tastes change rapidly and hence, poor financial management can cause the profitability and financial stability to reduce dramatically (Porter, 2008).
General Electronics has been performing dismally in the past years with a negative financial performance characterised by decreasing revenues, operating losses, liquidity problems, and decreasing shareholders value. These tendencies are typical of the multinational companies where the strategic decision making process does not have the effective financial control and disciplined investment planning. According to Brealey, Myers and Allen (2020), long-term financial decline can be a precursor to internal flaws in capital allocation, working capital control, and cost management in addition to unfavourable market conditions.
The Chief Financial Officer (CFO) is at the centre of dealing with such challenges. In addition to financial reporting and compliance, the CFO has the role of strategic financial planning, risk management and investment appraisal. Financial management in the modern world demands that CFOs adopt the role of being strategic partners, which means that they should be able to translate financial data into informed decisions that preserve liquidity and create value on the long-term firm (Arnold, 2019). Sound financial analysis helps the management to recognise the underlying financial risks and develop successful turnaround plans (Atrill and McLaney, 2023).
The financial performance of General Electronics has been assessed in this report based on income statement, balance sheet, and cash flow ( 1 ) data. It includes four analytical sections that include financial health and failure risk assessment, working capital evaluation, financial restructuring proposals, and investment appraisal under capital rationing, which result in pragmatic suggestions to recovery and sustainability.
[bookmark: _Toc216698865]2. Financial Health Check
[bookmark: _Toc216698866]2.1 Overview of Financial Performance
The financial performance of General Electronics is evaluated in terms of 2020 to 2024 results. In the analysis, it is evident that the financial health of the company had a steady decline over the five years. Even though the company still made a lot of revenue, net sales plummeted, reducing by some 36 percent since 2020 (when it was 614,680m) to 2024 (when it stood at 394,879m). This is a sign of a reduced competitive edge in the international consumer electronics industry where speed in innovation and low cost leadership is the only way to survive (Porter, 2008).
The drop in revenues was accompanied by a deteriorating profitability, decreasing asset values, and shareholder equity loss. The total assets declined, as well as retained earnings as the company has experienced losses in the last two years (2023 and 2024). Even though operating cash flows were positive, their steep decline indicates a reduction in operating efficiency and is an indicator of impending financial distress, as opposed to a short-term decline (Atrill and McLaney, 2023).
[bookmark: _Toc216698867]2.2 Profitability Analysis
Profitability ratios show that there was a significant decrease in earnings performance during the period under analysis (see Appendix A1). The gross profit margins have been relatively consistent at around 28 per cent in most years indicating that the production efficiency and the price at the gross level were retained fairly. Nevertheless, this seemingly stable situation conceals more fundamental issues in the organization of operating costs.
Operating profit margin has dropped since 6.06% in 2020 to a negative margin of -3.87% in 2024 and the lowest extreme was -20.29% in 2023. This steep decline is an indication of increasing operating costs, reorganisation costs, and impairment costs. The same pattern was observed in net profit margin because it dropped to 6.28% in 2020 and to -6.09% in 2024. The continuous negative net margins show that General Electronics has failed to transform revenues into sustainable value to shareholders.
Brealey, Myers and Allen (2020) claim that a long-term negative profitability is a good indicator of strategic misalignment, which is usually connected with poor capital allocation and poor cost control. In case of General Electronics, falling margins indicate that size of operations is no longer becoming a source of financial benefit.
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Liquidity analysis indicates the growing pressure on short-term finances, although the ratios are slightly above the standard ones (Appendix A2). The current ratio fell to 1.53 in 2024, which is a gradual loss of the capacity of the company to meet short-term liabilities through current assets as compared to 1.82 in 2020.
The quick ratio shows a more worrying trend and it declined to less than 1.0 in a number of years, before it slightly recovered to 1.03 in 2024. This indicates that they are relying more on inventory to cover short-term obligations, which decreases the quality of liquidity. Arnold (2019) asserts that a reduction in the liquidity ratios along with the decrease in the cash balances is usually followed by more serious solvency issues without the implementation of corrective measures.
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The weak internal financial management is disclosed by the efficiency and working capital ratios (Appendix A3). The inventory turnover became decreasing, but reached the lowest point in 2022, which suggests the excess in the stocks and low demand forecasting. Inventory turnover improved later in the years but this seems to be a reactive move as opposed to a strategic one because of aggressive inventory reduction.
Receivables turnover also decreased significantly, 4.75 times in 2020 to 3.46 times in 2024, which means that the company is slower in collecting its cash. This ineffectiveness extended the cash conversion cycle as well as dependence on outside funding. According to Atrill and McLaney (2023), poor working capital management can make liquidity risk worse, especially in companies with a decreasing profitability.
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The solvency ratios show that the financial risk has increased significantly (Blessing and Sakouvogui, 2023)(Appendix A4). Debt-to-equity ratio increased to 1.11 in 2024 as compared to 0.63 in 2020, which means that the company is now using larger amounts of debt financing than equity. This growth is fueled by a decline in retained earnings and borrowing by maintaining credit facilities.
Capital providers returns were drastically reduced. The return on assets decreased to -7.43% in 2024 compared to 7.56% in 2020, and the same thing happened to the return on equity which dropped to -15.69 compared to 12.31. A negative ROE will reflect a shareholder value destruction and a decrease in investor confidence. According to Brealey, Myers and Allen (2020), these trends limit the flexibility of financing in the future greatly.
[bookmark: _Toc216698871]2.6 Investment and Shareholder Ratios.
The indicators of investment and shareholders also prove the fact that the firm is losing its financial positions (Appendix A5). The end of year earnings per share decreased by a significant margin in 2024 compared to 2020, as they dropped to -1.85, indicating deteriorating profitability and the adverse effects of further share buybacks.
The extension of purchasement of treasury stock at a time when earnings are declining and liquidity is deteriorating is a dubious financial policy (Amihud and Mendelson, 1991). Arnold (2019) recommends that capital distributions are put on hold where firms are under pressure in terms of liquidity and they have dwindling internal financing potential since this act undermines financial resilience in the long-term.
[bookmark: _Toc216698872]2.7 Cash Flow Analysis
The cash flow analysis also gives the essential information on the short term survival ability of the firm (Appendix A6). Although there was a positive operating cash flow within the period, the operating cash flow has reduced drastically between 2020 and 2024, as it was at 73,392m down to 14,822m. This is a downwards trend reflecting the decrease in operating profitability and indicates poor operational efficiency.
Huge impairment expenses and incurred capital expenditure also limited free cash flow. Short-term credit facilities began to play a more significant role in the financing of the firm, and it could be regarded as the indicator of structural cash flow weakness and not temporary fluctuations (Atrill and McLaney, 2023).
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Altman Z-Score analysis shows that the financial stability of General Electronics has worsened significantly in 2020-24. In 2020, the company was solidly placed in the safe zone (Z =3.34), as there were good levels of profitability, retained earnings, and high equity base. Nonetheless, since 2021, the Z-Score has been decreasing in the grey zone, indicating the growing financial vulnerability due to the deterioration of operating performance and the increase in leverage. This situation deteriorated dramatically in 2023, as the Z-Score was 1.79, which put the company in the distress zone because of significant operating losses and depletion of retained earnings. In spite of the partial recovery in 2024 (Z = 2.82) the company is still in the upper grey zone, which is a sign that it is still in financial distress, but the level of financial distress is minimised.
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To conclude, the financial health analysis shows that the company has systemic weaknesses in profitability, liquidity, efficiency, and solvency levels. Reduced margins, deteriorating quality of liquidity, ineffective management of working capital and increased leverage as well as the increasing risk of failure is a clear indication that General Electronics is functioning in an unsustainable financial state. Although positive operating cash flows have postponed the risk of crisis, the current trend of the firm is subject to immediate strategic and financial actions to enable the firm to regain its long-term viability.
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Cash operating cycle (also called cash conversion cycle) is a metric that is used to determine the efficiency with which a company utilises its short-term assets and liabilities as it captures the duration it takes to turn purchases of inventory into cash inflows(Raheem Anser, 2013). It is determined by adding inventory days and receivables days with the payables days (Atrill and McLaney, 2023). A longer cash operating cycle would lead to a higher liquidity risk as it would hold cash in working capital.
In the case of General Electronics, the cash operating cycle was calculated as too long and fluctuated throughout the years 20202024 (see Appendix B1). The inventory days have gone very high to the year 2022 as they indicate overstocking and poor demand forecasting. Inventory days have increased in the later years but this improvement also seems to be a reactionary one and not strategic.
The number of days outstanding continued to rise throughout the period, which shows slower payments of customers and ineffective credit management. Though the days to payable also went up, which partially neutralised liquidity pressure, this approach has the risk of causing negative relations with suppliers. As Brealey, Myers and Allen (2020) note, the dependency on slow supplier payments is an unsustainable liquidity management method and in most cases, it is an indicator of liquidity stress in the cash flows.
In general, cash operating cycle was structurally inefficient in the firm, which had led to greater dependence on the short term borrowing and less financial flexibility.
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Although General Electronics has been sustaining the current ratios slightly higher than the conventional levels, the company has serious qualitative liquidity problems. The negative trends in the cash balances and in the operating cash flows and the huge reliance on inventory to maintain the liquidity are indicative of the fact that the short-term financial status is weak in the firm.
The decrease in the current ratio is a pointer of the decreasing quality of current assets. Cash and cash equivalents reduced drastically as in 2022, it was at £66,740m, and in 2024, it is at 26,783m with receivables being high. Such imbalance exposes it to default of customers and slowing down of cash collection.
In addition, the current liabilities operating cash flow coverage deteriorated significantly (Appendix B2). Arnold (2019) notes that companies that are experiencing a deteriorating operating cash flow in comparison to short-term liabilities tend to experience refinancing pressures, especially when interest rates are on the increase and credit is tight. Such liquidity constraints greatly increase financial risk to a global consumer electronics company that is operating in a volatile market.
The working capital improvement strategy involves the company employing a range of strategies to enhance its working capital status.
[bookmark: _Toc216698878]3.3 Working Capital Improvement Strategies 
The working capital improvement strategy entails the company using various methods to improve its working capital position.
General Electronics needs to implement structural working capital reforms instead of corrective actions on short-term basis to overcome these issues.
To begin with, the inventory control must become demand-based planning, which is facilitated by better forecasting and stock control. The overstocking does not only tie up the capital but also raises the risk of obsolescence in the technology-based industries (Porter, 2008). Applying the principles of just-in-time and rationalisation of product lines would lower the inventory holding rates and free cash.
Second, receivables management should be tightened by having tighter credit policy, improved customer screening and early payment incentives (Bessonova, Bessonova and Shevchenko, 2025). The decrease in the number of days outstanding would have the direct effect of decreasing the cash operating cycle and enhancing the quality of liquidity. Atrill and McLaney (2023) point out that receiving discipline is essential to companies with waning margins because collections slow down cash flow volatility.
Third, although payable extension offers short-term relief it must be done with caution so as to not ruin relationships with suppliers. It would be better to negotiate longer-term supplier agreements or volume-discounts that would enhance the liquidity without compromising the operational stability.
All these would decrease the use of external financing and increase internal cash generation.
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General Electronics has been using short-term credit facilities to a large extent as reflected by varying lines of credit utilisation (Appendix B3). Although short-term financing provides flexibility and reduces start-up cost, overreliance enhances the refinancing risk and as well, the company is exposed to fluctuating interest rates.
Considering the decreasing profitability and high financial risk of the firm, the partial transition to the long-term financing is more suitable. The capital structure would be stabilised by long-term debt or equity injection, rollover risk would be minimised, and the maturity of the financing would be in line with the life of the asset. Brealey, Myers and Allen (2020) hold that during the restructuring process, firms should match maturity because it will alleviate the stress of liquidity in periods of recovery.
Long-term financing, however, can dilute the current shareholders or raise the cost of financing. Thus, it is advisable to take a middle way: to introduce selective long-term financing, as well as better working capital management to recover financial stability.
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General Electronics is in structural financial distress not short-term cyclical pressure as shown in the financial analysis in Section 2 and 3. Constant operating losses and decreasing operating cash flows, increasing leverage, and an Altman Z-Score in the Grey Zone all indicate that the current financial structure of the firm is not sustainable. Altman (1968) found that companies that have a long history of poor profitability and high leverage have a significantly higher likelihood of financial failure when the remedial action is not taken in time.
In 2024, the liabilities to equity ratio of General Electronics stood at 1.11 which indicates a high dependence on external funding. Meanwhile, asset and equity returns became negative with a high margin, which means that the capital used is not efficient in creating the required economic returns. Even though its operating cash flow continued to be positive, it failed to cover current liabilities as much, which increased refinancing and liquidity risk. Brealey, Myers and Allen (2020) maintain that in the case of weak internal financing capacity and leverage growth, the financial restructuring is required to maintain solvency and rebuild investor confidence.
This diagnosis is also supported by the Altman Z-Score of 2.82 of the firm. Although the classification does not suggest the imminent bankruptcy, the Grey Zone is used to denote financial vulnerability and low capacity to withstand negative economic or market shocks. The lack of decisive restructuring will cause General Electronics to lose more of its equity value, limited access to credit markets, and lose the trust of its suppliers and investors. The financial restructuring is thus needed to stabilise the short-term liquidity as well as to reinstill the financial flexibility and aid long-term strategic recovery.
[bookmark: _Toc216698882]4.2 Proposed Restructuring Alternatives.
An approach to multi-layered financial restructuring is being suggested, that is a combination of managing liabilities, rebalancing of capital structure, and rationalisation of assets. The financial consideration of each alternative is calculated in Appendix C, and all the values are in the form of the £ millions.
Debt Restructuring
To ease the liquidity strain in the short term, the company ought to refinance a part of its short-term debts into the long-term instruments with a lower interest rate. Refinancing of short-term debt of 30m and lowering interest rate of the short-term debt by 6.2 to 4.5 per cent as shown in Appendix C1 would result in saving of around 0.51m per annum in interest which would be subject to lender approval. This will enhance cash flow in the operations, lower refinancing risk, and increase the short-term debt service ability of the firm but not total leverage.
Debt-to-Equity Conversion
One of the possible mechanisms that can be used to build the balance sheet and minimise financial risk is a partial debt-to-equity conversion. According to Appendix C2, the transformation of the long-term debt (20m) into equity will decrease the liabilities-to-equity ratio that is currently 1.11 to 0.87, which will significantly increase solvency and reduce the risk of bankruptcy. Even though this plan leads to shareholder dilution, it also leads to a better financial stability in the long term and lowers the fixed financial burdens, as it is especially significant taking into account the poor profitability standing of this firm.
Equity Injection
Equity rights issue or strategic equity placement may also strengthen the capital base of the firm. As demonstrated in Appendix C3, a 25m equity injection enhances the equity of the shareholders and enhances the leverage ratios, and also enhances liquidity by increasing cash balances. Arnold (2019) notes that equity financing is also expensive but it offers permanent capital especially at times of restructuring when the financial flexibility is limited. Such an issue is, however, dependent on the market conditions and investor confidence in the turnaround strategy of the firm.
Asset Divestment
Sale of non-core or non performing assets can create liquidity and ease the working capital strain. Appendix C4 shows that selling off the non-core assets of £18m and the funds are spent in settling current liabilities would enhance the current ratio of the firm and help decrease the short-term borrowing. The approach enables the management to shift resources to the main operations and enhance financial resilience in the short-term as long as the disposals are made at or close to book value.
The effect on shareholders and debt is 
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It is bound to redistribute financial risk among the shareholders and creditors (Renneboog and Szilagyi, 2008). The current shareholders are diluted during equity issuance and debt-equity conversion cases but the post restructuring financial position presented in Appendix C5 reflects great enhancement in leverage, liquidity and interest burden. These enhancements minimise the chances of insolvency and guard shareholders against the destruction of all value in the event of financial failure.
To debt holders, restructuring can be in terms of long maturities, low interest rates, or conversion to equity partially. Although the measures can mitigate the short-term returns, they have a high probability of recovery and repayment in the long term. According to Arnold (2019), cooperative restructuring usually produces better results to creditors than liquidation, especially when companies have viable core operations.
Open communication with the shareholders as well as the lenders is thus necessary. The estimated restructuring scenarios in Appendix C increase the credibility as they prove that the actions offered are financially viable, internally coherent, and value-preserving.
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General Electronics as a multinational corporation has to take into account international regulatory diversity and ethical obligations in taking restructuring steps. The allocation of workforce, renegotiation with suppliers or disposal of assets in several jurisdictions should be in compliance with local labour regulations, insolvency, and disclosures (Kapur, 2025).
Ethically, the management is left to juggle between financial survival and its responsibility towards the employees, suppliers and local communities. According to Freeman (1984), the stakeholder-based restructuring increases long term sustainability, in that it safeguards organisational legitimacy and reputation. Unreasonable cost-reduction or slowing down of payments to suppliers could provide improved liquidity in the short-term but entail reputational loss and long term competitive losses.
It is also essential to ensure uniformity of governance and ethical decision-making processes in all the areas of operation to maintain investor confidence and corporate credibility (OECD, 2023).
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Although the restructuring strategy proposed has significant financial rewards, it is prone to execution, market and stakeholder risks. Shareholder, lender or employee resistance can slow down implementation and unfavourable market situations may limit access to equity or debt markets (Hoskisson and Turk, 1990).
However, the restructuring scenario combined as in Appendix C5 illustrates material enhancement in leverage, liquidity, interest coverage and financial resilience in general. It is also projected that these changes will lead to an improvement in the Altman Z-Score to bring the firm closer to the Safe Zone. According to Altman (1968), early and extensive restructuring should be seen as a much better way to enhance survival chances of the corporation compared to late intervention.
Based on the current financial trend of General Electronics, the inaction risks are significantly higher than the restructuring risks. It is hence timely and strategically important to implement the proposed measures as the measures will bring about financial stability and long-term viability.
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[bookmark: _Toc216698887]5.1.1 Introduction to Proposed projects.
General Electronics will be forced to work within a limited resource base and high financial risk in the post financial restructuring era. Capital allocation is very important, since every investment choice has a great impact on the liquidity, positioning, and shareholder value in the long run. The company is run on a capital rationing, which restricts the amount of projects that can be pursued in spite of the existence of potentially value-enhancing opportunities (Brealey, Myers and Allen, 2020). This limitation demands the management to put their focus on projects that have the highest financial payback, mitigation of risks, and strategic fit.
The management has identified three independent projects whose operational objectives were different. Project A - Advanced Manufacturing Automation is aimed at increasing the efficiency of production, lowering the unit cost, and enhancing the consistency of products with the help of automation technologies. It is a significant investment of capital but with average initial cash flows, which fits the goal of operational optimisation.
Project B Product Innovation and R&D Platform is aimed at enhancing the innovative potential of the firm, by putting in place a specific research and development platform. Although the project has a lower initial investment, the returns are stable but relatively low, which reminds the trade-off between the size of investment and the predictability of returns.
Project C Digital Supply Chain Transformation is a strategic project to digitalise the procurement process, logistics and inventory management processes. The initial outlay is the highest in this project and the cash flows are concentrated towards the later years as the system implementation and the benefits of the operations will take time to be realised. The project can create a lot of value in terms of efficiency, responsiveness, and resilience even though the initial risk is also high.
These projects are independent and can thus be assessed separately. The existence of a strict capital budget however requires a strict appraisal to make sure that the limited finances are directed towards projects that will provide maximum short-term financial benefits as well as long-term strategic benefits.
[bookmark: _Toc216698888]5.2 Payback & ARR Results
Payback Period (PBP) is a metric that is liquidity-based and is used to determine the time it takes to break even on initial investment. It is especially applicable in the case of capital limitation or financial insecurity when payback can be considered much shorter to minimise the risky exposure and increase flexibility (Arnold, 2019).
The payback period of project A is the shortest and therefore funds are recovered quickly and the short term liquidity risk is also minimised. Project C requires more time to break even, but provides greater cash flows in the later years, an aspect of a trade-off between liquidity and value creation in the long-term. Project B, having a complete payback of five years, offers a limited flexibility which can be an issue within a limited financial situation.
Although PBP is easy to use in understanding cash recovery, the most significant shortcoming of the method is that it ignores post-payback cash flows as well as the time value of money. In this respect, PBP dependence would lead to sub-optimal allocation, especially where the project is unequally timed or scaled in terms of cash flow.
The Accounting Rate of Return (ARR) is an accounting measure of profitability using a ratio of accounting profit to investment that is used to complement payback analysis (Atrill and McLaney, 2023). ARR allows evaluation of projects based on managerial accounting, which is consistent with the reported financial performance.
Projects A and B show similar ARR in this analysis and Project C shows slightly lower. ARR, however, does not reflect the timing and risk of cash flows and is misleading in comparing projects of different investment profiles. In turn, ARR is to be seen as an indicator, but not a determinant, with the emphasis on the significance of discounted cash flow procedures in terms of effective decision-making.
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Discounted Cash Flow (DCF) methods are considered to be the most trusted methods of investment appraisal as it takes specific considerations to the time value of money and the risk-adjusted returns. Of them, the Net Present Value (NPV) is the most popular criterion, which is used to assess the absolute value that a project contributes to the company.
In the NPV analysis, it is clear that Project C is the most value-adding project and the returns expected to be high despite the increased initial investment. Project A, in turn, also provides positive NPV, but at a smaller scale, whereas Project B cannot create enough value in comparison to its cost, which is why it will give negative NPV with the specified discount rate. The findings demonstrate how bigger investments when strategically positioned and transformative in terms of operation can provide high shareholder wealth albeit with initial liquidity constraints.
Internal Rate of Return (IRR) provides an additional viewpoint, which is the anticipated annualised rate of return. Project C has the highest cost of capital that is above the cost of capital, which further supports its appeal, and Project B performs poorly. IRR should however be used with caution especially where the projects are of different magnitude or cash flow distributions as it would exaggerate or dilute the relative attractiveness.
The Profitability Index (PI) is an important ranking key under capital rationing. It also quantifies value creation per unit of investment thus allowing prioritisation of projects where funds are scarce. The PI of Project C is greatest, which demonstrates its efficient use of capital whereas the PI of Project B is less than unity and it is an indication of poor utilisation of limited resources. Project A has a moderate efficiency but is still poorer compared to Project C. PI offers a strict framework of project selection in the environment of scarce capital in order to achieve the highest value per investment.
Importantly, the outcomes of DCF indicate that financial appraisal has to be balanced between absolute returns, efficiency, and strategic alignment. Projects that result in early cash flows can look good under the PBP yet will be sub-optimal when measured in terms of NPV or PI. On the other hand, projects whose benefits are delayed like Project C can have a greater overall value even though they have a longer payback period, representing the value of a holistic assessment framework.
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Capital rationing is a binding constraint on the choice of project and it mandates a prioritisation on projects that maximise total NPV within the budget constraint. General Electronics is constrained by a 60 million limit and this makes it impossible to undertake all projects at the same time.
The analysis of viable combinations reveals that the selection of single projects is the only viable one. The best option is Project C, which is a project that will cost us 50M and is the best in terms of NPV and PI. Project A is feasible (£40 million) but has less absolute and relative returns. Project B, which requires less capital (£30 million), does not perform well on all the discounted measures, and has little strategic or financial advantage.
The given analysis shows that it is crucial to combine capital efficiency (PI) and value creation (NPV) in case of limited resources. Payback or ARR alone would have caused prioritisation of Project A which would have yielded sub-optimal shareholder wealth. The capital rationing model also focuses on the importance of strategic foresight: the investments must be chosen not only with regard to the short-term returns but also with regard to the long-term operational and competitive goals (Chorafas, 2002).
The point of criticism is that optimal allocation in constraints needs a rigorous multi-criteria analysis, which takes into account absolute value, relative efficiency, timing of cash flows, and strategic fit. Project C is an example of a project that strikes a balance between these dimensions maximising the total corporate value and is viable within its available resources.
According to the overall assessment of the liquidity (PBP) and accounting profitability (ARR), discounted returns (NPV, IRR) and capital efficiency (PI), it is recommended to pursue Project C- Digital Supply Chain Transformation.
Key justifications:
· Financial superiority: Maximum NPV and PI imply that Project C maximises the wealth of shareholders on a unit of capital invested. The IRR is higher than WACC that indicates high risk-adjusted returns.
· Strategic alignment: Digitisation of the supply chain can assist in the operational efficacy, lessening the working capital, enhancing responsiveness, and increasing resilience to interruptions. These advantages are not limited to short-term financial benefits, which develop into competitive advantage in the long run.
· Feasibility under constraint: Project C is within the capital budget of £60 million where there is a balance between ambition and constraint.
The projects A and B can not be permanently discarded but instead, they need to be put on hold. Deferral maintains flexibility, and the company can reconsider such opportunities in case of better liquidity or a reduction in the cost of capital. This type of staging approach makes sure that the management has optionality but follows a disciplined investment approach.
More importantly, a focus on Project C shows a balanced approach to capital budgeting: it is financially rigourous, risk-managed, and strategic-focused. It is best practise in a limited capital environment, which ensures that limited resources are directed to projects that provide immediate benefits as well as long-term sustainable benefits.
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This report presents an in-depth study of the financial situation, the performance of the management and the investment choices of General Electronics in the competitive and capital-consuming global consumer electronics industry. The financial analysis shows a structural distress, which is characterised by decreasing revenues, operating losses, poor liquidity, poor working capital management, increasing leverage, and a high risk of financial failure as per the Altman Z-Score. Although the cash flows are improving, the sharp falls indicate deteriorating internal financing ability and increased dependence on external financing.
The fundamental problems are structural as opposed to cyclical. Poor capital allocation, disproportionate financing and long cash operating cycles caused by slow collection of receivables and poor inventory management have destroyed shareholder value and augmented liquidity risk. Financial restructuring has been proposed (debt refinancing, debt-to-equity conversion, equity injection and asset divestment) and has shown positive effects on solvency, liquidity and financial resilience.
The CFO should focus on restoring liquidity, strengthening the balance sheet, and disciplined capital allocation, which are the priorities of the company in terms of strategy. This involves a pause of non-essential capital distributions, enhancement of working capital efficiency, ensuring transparency in communicating with the investors and focusing on high-value investments, which has high NPV, IRR and capital efficiency like Digital Supply Chain Transformation project.
All in all, through strict application of financial and operational corrective measures and proper risk management, General Electronics stands to be stable in the long run, to regained investor trust, and to value creation which is sustainable.
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[bookmark: _Toc216698894]APPENDIX A: FINANCIAL RATIO CALCULATIONS (2020–2024)
(All figures are in £ millions)
[bookmark: _Toc216698895]A1. Profitability Ratios
1. Gross Profit Margin
Formula:

	Year
	Calculation
	Result

	2024
	113,994 ÷ 394,879 × 100
	28.87%

	2023
	97,560 ÷ 420,457 × 100
	23.21%

	2022
	152,292 ÷ 542,751 × 100
	28.05%

	2021
	173,016 ÷ 601,602 × 100
	28.76%

	2020
	176,256 ÷ 614,680 × 100
	28.68%



2. Operating Profit Margin
Formula:



	Year
	Calculation
	Result

	2024
	–15,297 ÷ 394,879 × 100
	–3.87%

	2023
	–85,301 ÷ 420,457 × 100
	–20.29%

	2022
	14,548 ÷ 542,751 × 100
	2.68%

	2021
	23,253 ÷ 601,602 × 100
	3.86%

	2020
	37,267 ÷ 614,680 × 100
	6.06%



3. Net Profit Margin
Formula:

	Year
	Calculation
	Result

	2024
	–24,029 ÷ 394,879 × 100
	–6.09%

	2023
	–98,238 ÷ 420,457 × 100
	–23.37%

	2022
	407 ÷ 542,751 × 100
	0.08%

	2021
	5,301 ÷ 601,602 × 100
	0.88%

	2020
	38,572 ÷ 614,680 × 100
	6.28%



[bookmark: _Toc216698896]A2. Liquidity Ratios
4. Current Ratio
Formula:

	Year
	Calculation
	Result

	2024
	242,494 ÷ 158,291
	1.53

	2023
	258,851 ÷ 161,148
	1.61

	2022
	338,040 ÷ 216,473
	1.56

	2021
	337,146 ÷ 216,787
	1.56

	2020
	326,843 ÷ 179,510
	1.82



5. Quick Ratio
Formula: (Current Assets- Inventories)/ Current Liabilities

	Year
	Calculation
	Result

	2024
	(242,494 – 79,355) ÷ 158,291
	1.03

	2023
	(258,851 – 88,273) ÷ 161,148
	1.06

	2022
	(338,040 – 140,181) ÷ 216,473
	0.91

	2021
	(337,146 – 134,469) ÷ 216,787
	0.94

	2020
	(326,843 – 120,430) ÷ 179,510
	1.15



[bookmark: _Toc216698897]A3. Efficiency & Working Capital Ratios
6. Inventory Turnover
Formula: Inventory Turnover: Cost Of Sales/Inventories

	Year
	Calculation
	Result

	2024
	280,885 ÷ 79,355
	3.54 times

	2023
	322,897 ÷ 88,273
	3.66

	2022
	390,459 ÷ 140,181
	2.79

	2021
	428,586 ÷ 134,469
	3.19

	2020
	438,424 ÷ 120,430
	3.64



7. Receivables Turnover
Formula:

	Year
	Calculation
	Result

	2024
	394,879 ÷ 114,182
	3.46

	2023
	420,457 ÷ 112,596
	3.73

	2022
	542,751 ÷ 112,346
	4.83

	2021
	601,602 ÷ 129,215
	4.66

	2020
	614,680 ÷ 129,433
	4.75





[bookmark: _Toc216698898]A4. Gearing & Solvency Ratios
8. Debt-to-Equity Ratio
Formula:

	Year
	Calculation
	Result

	2024
	170,249 ÷ 153,105
	1.11

	2023
	176,952 ÷ 178,920
	0.99

	2022
	235,757 ÷ 268,406
	0.88

	2021
	234,399 ÷ 275,949
	0.85

	2020
	196,989 ÷ 313,301
	0.63



9. Return on Assets (ROA)
Formula:

	Year
	Calculation
	Result

	2024
	–24,029 ÷ 323,354 × 100
	–7.43%

	2023
	–98,238 ÷ 355,872 × 100
	–27.60%

	2022
	407 ÷ 504,163 × 100
	0.08%

	2021
	5,301 ÷ 510,348 × 100
	1.04%

	2020
	38,572 ÷ 510,290 × 100
	7.56%



10. Return on Equity (ROE)
Formula: ROE= (Net Income/ Equity) 

	Year
	Calculation
	Result

	2024
	–24,029 ÷ 153,105 × 100
	–15.69%

	2023
	–98,238 ÷ 178,920 × 100
	–54.89%

	2022
	407 ÷ 268,406 × 100
	0.15%

	2021
	5,301 ÷ 275,949 × 100
	1.92%

	2020
	38,572 ÷ 313,301 × 100
	12.31%



[bookmark: _Toc216698899]A5. Investment & Shareholder Ratios
11. Earnings Per Share (EPS)
(Provided directly in financial statements)
	Year
	EPS (£)

	2024
	–1.85

	2023
	–7.64

	2022
	0.03

	2021
	0.39

	2020
	2.78



[bookmark: _Toc216698900]A6. Cash Flow Ratios
12. Operating Cash Flow to Current Liabilities
Formula:

	Year
	Calculation
	Result

	2024
	14,822 ÷ 158,291
	0.09

	2023
	25,190 ÷ 161,148
	0.16

	2022
	10,926 ÷ 216,473
	0.05

	2021
	40,283 ÷ 216,787
	0.19

	2020
	73,392 ÷ 179,510
	0.41


[bookmark: _Toc216698901]A7: ALTMAN Z-SCORE CALCULATIONS (2024–2020)
Altman Z-Score (1968 Manufacturing Model)
(All figures in £ millions)
 Model Formula

Where:
· = Working Capital ÷ Total Assets
· = Retained Earnings ÷ Total Assets
· = EBIT ÷ Total Assets
· = Equity (book value proxy) ÷ Total Liabilities
· = Sales ÷ Total Assets
Note: Market value of equity is not available; therefore, book value of equity is used as an acceptable academic proxy.
Input data (2024)
	Item
	Value

	Current Assets
	242,494

	Current Liabilities
	158,291

	Working Capital
	84,203

	Retained Earnings
	208,431

	EBIT
	–15,297

	Equity
	153,105

	Total Liabilities
	170,249

	Total Assets
	323,354

	Sales
	394,879


Ratio calculations

Weighted components
	Component
	Calculation
	Score

	1.2X₁
	1.2 × 0.260
	0.312

	1.4X₂
	1.4 × 0.645
	0.903

	3.3X₃
	3.3 × (–0.047)
	–0.155

	0.6X₄
	0.6 × 0.899
	0.539

	1.0X₅
	1.0 × 1.221
	1.221



Zone: Upper Grey Zone
Input data (2023)
	Item
	Value

	Current Assets
	258,851

	Current Liabilities
	161,148

	Working Capital
	97,703

	Retained Earnings
	118,097

	EBIT
	–85,301

	Equity
	178,920

	Total Liabilities
	176,952

	Total Assets
	355,872

	Sales
	420,457


Ratio calculations

Weighted score

Zone: Distress Zone
Input data (2022)
	Item
	Value

	Current Assets
	338,040

	Current Liabilities
	216,473

	Working Capital
	121,567

	Retained Earnings
	216,335

	EBIT
	14,548

	Equity
	268,406

	Total Liabilities
	235,757

	Total Assets
	504,163

	Sales
	542,751


Ratio calculations

Weighted score

Zone: Grey Zone
Input data (2021)
	Item
	Value

	Current Assets
	337,146

	Current Liabilities
	216,787

	Working Capital
	120,359

	Retained Earnings
	215,928

	EBIT
	23,253

	Equity
	275,949

	Total Liabilities
	234,399

	Total Assets
	510,348

	Sales
	601,602


Ratio calculations

Weighted score

Zone: Grey Zone
Input data (2020)
	Item
	Value

	Current Assets
	326,843

	Current Liabilities
	179,510

	Working Capital
	147,333

	Retained Earnings
	216,807

	EBIT
	37,267

	Equity
	313,301

	Total Liabilities
	196,989

	Total Assets
	510,290

	Sales
	614,680


Ratio calculations

Weighted score

Zone:Safe Zone
FINAL SUMMARY TABLE
	Year
	Z-Score
	Zone

	2024
	2.82
	Upper Grey

	2023
	1.79
	Distress

	2022
	2.75
	Grey

	2021
	2.91
	Grey

	2020
	3.34
	Safe





[bookmark: _Toc216698902]APPENDIX B: WORKING CAPITAL CALCULATIONS
[bookmark: _Toc216698903]B1. Cash Operating Cycle Calculations
Formulas:
· Inventory Days = (Inventories ÷ Cost of Sales) × 365
· Receivables Days = (Accounts Receivable ÷ Net Sales) × 365
· Payables Days = (Accounts Payable ÷ Cost of Sales) × 365
· Cash Operating Cycle = Inventory Days + Receivables Days − Payables Days
2024 Calculations 
· Inventory Days
= (79,355 ÷ 280,885) × 365
= 103.1 days
· Receivables Days
= (114,182 ÷ 394,879) × 365
= 105.5 days
· Payables Days
= (72,031 ÷ 280,885) × 365
= 93.7 days
· Cash Operating Cycle (2024)
= 103.1 + 105.5 − 93.7
= 114.9 days
[bookmark: _Toc216698904]B2. Operating Cash Flow Coverage Ratio
Formula:

· 2024:
= 14,822 ÷ 158,291
= 0.09
[bookmark: _Toc216698905]B3. Short-Term Financing Dependency
Formula:

· 2024:
= 36,960 ÷ 170,249
= 0.22 (22%)



[bookmark: _Toc216698906]APPENDIX C: DETAILED FINANCIAL RESTRUCTURING SCENARIO ANALYSIS
[bookmark: _Toc216698907]C0. Base Financial Position (2024 – Pre-Restructuring)
	Item
	Amount

	Total Assets
	323,354

	Total Liabilities
	170,249

	Shareholders’ Equity
	153,105

	Current Assets
	242,494

	Current Liabilities
	158,291

	Short-Term Interest-Bearing Debt
	36,960

	Interest Expense
	6,210

	Operating Cash Flow
	14,822

	Liabilities-to-Equity Ratio
	1.11

	Current Ratio
	1.53

	Altman Z-Score
	2.82 (Grey Zone)



[bookmark: _Toc216698908]C1. Debt Restructuring Scenario (Maturity Extension & Interest Reduction)
Objective
Reduce short-term liquidity pressure and improve cash flow by refinancing short-term debt into longer-term instruments at a lower interest rate.
Assumptions
· £30 of short-term debt refinanced
· Interest rate reduced from 6.2% to 4.5%
· Total debt level unchanged
Interest Expense Impact 
Before restructuring

After restructuring

Annual interest savings

Revised Interest Expense

[bookmark: _Toc216698909]C2. Debt-to-Equity Conversion Scenario
Objective
Strengthen balance-sheet solvency by converting debt into equity.
Assumptions
· £20 of long-term interest-bearing debt converted to equity
· No cash outflow
Revised Capital Structure
	Item
	Before
	Adjustment
	After

	Total Liabilities
	170,249
	−20
	150,249

	Shareholders’ Equity
	153,105
	+20
	173,105


Liabilities-to-Equity Ratio
Before:

After:

[bookmark: _Toc216698910]C3. Equity Injection Scenario (Rights Issue / Strategic Investor)
Objective
Restore the capital base and improve financial flexibility.
Assumptions
· New equity issued: £25
· Funds retained as cash
· No immediate debt repayment
Balance Sheet Impact
	Item
	Before
	After

	Shareholders’ Equity
	153,105
	178,105

	Current Assets (Cash)
	242,494
	267,494


Revised Liabilities-to-Equity Ratio

[bookmark: _Toc216698911]C4. Asset Divestment Scenario (Non-Core Assets)
Objective
Generate liquidity and reduce short-term obligations.
Assumptions
· Sale of non-core non-current assets: £18
· Proceeds used fully to repay current liabilities
· Disposal at book value
Accounting Treatment
· Non-current assets ↓ £18
· Cash ↑ £18
· Current liabilities ↓ £18
· Total assets unchanged
Liquidity Impact
	Item
	Before
	After

	Current Assets
	242,494
	242,494

	Current Liabilities
	158,291
	140,291


Revised Current Ratio
Before:

After:

[bookmark: _Toc216698912]C5. Combined Restructuring Scenario (Integrated Strategy)
Assumptions
· All measures from C1–C4 implemented
· No adverse market shock
Post-Restructuring Financial Position
	Indicator
	Pre
	Post

	Total Liabilities
	170,249
	150,249

	Shareholders’ Equity
	153,105
	198,105

	Interest Expense
	6.21
	5.70

	Current Ratio
	1.53
	1.73

	Liabilities-to-Equity Ratio
	1.11
	0.76



[bookmark: _Toc216698913]C6. Altman Z-Score Impact (Post-Restructuring Projection)
Expected Directional Changes
	Component
	Expected Change

	X₁ (Working Capital / Total Assets)
	↑

	X₂ (Retained Earnings / Total Assets)
	↑

	X₃ (EBIT / Total Assets)
	↑

	X₄ (Equity / Liabilities)
	↑

	X₅ (Sales / Total Assets)
	Stable


(No precise post-restructuring Z-Score is stated due to uncertainty around future earnings and retained profits.)
[bookmark: _Toc216698914]C7. Risk Sensitivity Commentary
Even under conservative assumptions—such as lower asset disposal proceeds or partial equity uptake—the restructuring strategy continues to:
· Improve solvency
· Reduce liquidity risk
· Stabilise operating cash flows
This confirms the financial feasibility and robustness of the proposed restructuring strategy.


[bookmark: _Toc216698915]APPENDIX D: INVESTMENT APPRAISAL CALCULATIONS
Assumptions (apply to all projects):
· Discount rate (WACC) = 10%
· Project life = 5 years
· Cash flows occur at year-end
· No residual value
· Straight-line depreciation to zero
· Capital rationing limit = £60 million
[bookmark: _Toc216698916]Appendix D1: Project Cash Flow Summary
Project A – Advanced Manufacturing Automation
· Initial investment (Year 0): £40m
	Year
	Cash inflow (£m)

	1
	10

	2
	12

	3
	14

	4
	10

	5
	8



Project B – Product Innovation & R&D Platform
· Initial investment (Year 0): £30m
	Year
	Cash inflow (£m)

	1–5
	6 each year



Project C – Digital Supply Chain Transformation
· Initial investment (Year 0): £50m
	Year
	Cash inflow (£m)

	1
	5

	2
	10

	3
	20

	4
	25

	5
	15



[bookmark: _Toc216698917]Appendix D2: Payback Period Calculations
Project A
Cumulative cash inflows:
· End Year 3 = 10 + 12 + 14 = 36
· Remaining = 40 − 36 = 4
· Year 4 inflow = 10

Project B

Project C
Cumulative inflows:
· End Year 3 = 5 + 10 + 20 = 35
· Remaining = 50 − 35 = 15
· Year 4 inflow = 25


[bookmark: _Toc216698918]Appendix D3: Accounting Rate of Return (ARR)
Formula

Project A
· Total inflows = 54
· Depreciation = 40 ÷ 5 = 8
· Total profit = 54 − 40 = 14
· Average profit = 14 ÷ 5 = 2.8

Project B
· Total inflows = 30
· Depreciation = 6 per year
· Total profit = 0
· Average profit = 0

Project C
· Total inflows = 75
· Depreciation = 50 ÷ 5 = 10
· Total profit = 25
· Average profit = 5

[bookmark: _Toc216698919]Appendix D4: Net Present Value (NPV)
Discount factors (10%)
	Year
	DF

	1
	0.909

	2
	0.826

	3
	0.751

	4
	0.683

	5
	0.621



Project A – NPV
PV of inflows:
· (10×0.909)+(12×0.826)+(14×0.751)+(10×0.683)+(8×0.621)
· = £41.314

Project B – NPV 
PV annuity factor (10%, 5 years) = 3.7908

Project C – NPV
PV of inflows:
· (5×0.909)+(10×0.826)+(20×0.751)+(25×0.683)+(15×0.621)
· = £54.215

[bookmark: _Toc216698920]Appendix D5: Profitability Index (PI)

	Project
	PI

	A
	41.314 ÷ 40 = 1.033

	B
	22.74 ÷ 30 = 0.76

	C
	54.215 ÷ 50 = 1.084



[bookmark: _Toc216698921]Appendix D6: Internal Rate of Return (IRR)
PROJECT A – IRR CALCULATION
Cash flows (£m)
	Year
	Cash flow

	0
	–40

	1
	10

	2
	12

	3
	14

	4
	10

	5
	8



NPV at 10%
	Year
	CF
	DF @10%
	PV

	0
	–40
	1.000
	–40.00

	1
	10
	0.909
	9.09

	2
	12
	0.826
	9.91

	3
	14
	0.751
	10.51

	4
	10
	0.683
	6.83

	5
	8
	0.621
	4.97


Total PV inflows = 41.31

NPV at 12%
	Year
	CF
	DF @12%
	PV

	1
	10
	0.893
	8.93

	2
	12
	0.797
	9.56

	3
	14
	0.712
	9.97

	4
	10
	0.636
	6.36

	5
	8
	0.567
	4.54


Total PV inflows = 39.36

Linear Interpolation
PROJECT B – IRR CALCULATION
Cash flows (£m)
	Year
	Cash flow

	0
	–30

	1–5
	6 each year



NPV at 10%
PV annuity factor (5 years @10%) = 3.791

NPV at 5%
PV annuity factor (5 years @5%) = 4.329

Interpretation
NPV is negative even at 5%, therefore:

Project B fails to meet the cost of capital and is financially unattractive.
PROJECT C – IRR CALCULATION
Cash flows (£m)
	Year
	Cash flow

	0
	–50

	1
	5

	2
	10

	3
	20

	4
	25

	5
	15


NPV at 10%
	Year
	CF
	DF @10%
	PV

	1
	5
	0.909
	4.55

	2
	10
	0.826
	8.26

	3
	20
	0.751
	15.02

	4
	25
	0.683
	17.08

	5
	15
	0.621
	9.32


Total PV inflows = 54.23

NPV at 14%
	Year
	CF
	DF @14%
	PV

	1
	5
	0.877
	4.39

	2
	10
	0.769
	7.69

	3
	20
	0.675
	13.50

	4
	25
	0.592
	14.80

	5
	15
	0.519
	7.79


Total PV inflows = 48.17

Linear Interpolation

IRR SUMMARY 
	Project
	IRR
	Decision (vs 10% WACC)

	A
	11.34%
	Accept

	B
	<5%
	Reject

	C
	12.79%
	Accept



[bookmark: _Toc216698922]Appendix D7: Capital Rationing Summary
	Project
	Investment (£m)
	NPV (£m)
	PI

	A
	40
	+1.31
	1.033

	B
	30
	−7.26
	0.76

	C
	50
	+4.215
	1.084


Capital budget = £60m )Only Project C feasible and optimal)
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