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[bookmark: _Toc217216267]Introduction
The role of the Chief Financial Officer (CFO) has been extended to a large degree in the wake of increased economic uncertainty around the world, supply chain disruptions, inflationary pressures, and rapid technological change. Financial control and regulatory compliance have become only one part of the tasks of modern CFOs, who now need to be at the core of strategic decisions, risk management, and long-term value creation (Brealey, Myers and Allen, 2023; Atrill and McLaney, 2024). 
Report is prepared in the view of newly appointed CFO of General Electric who is a troubled multinational consumer electronics company with a history of decreasing revenue, declining profitability and rising liquidity strain during the 2020-2024. Recent research notes that long-term drops in operating performance as well as poor working capital management are some of the greatest indicators of corporate failure among international manufacturing companies (Altman et al., 2022; Ross et al., 2024). 
This assignment is mainly aimed at critically analysing the financial performance and financial management practices of General Electronics based on the published income statements, balance sheets and cash flow statements of this corporation. The analysis will commence with an in-depth analysis on the financial health status including a ratio analysis, trend analysis and corporate failure prediction models including the Altman Z-Score to analyse the solvency and default risk. 







[bookmark: _Toc217216268]1. Financial Health Analysis of General Electronics.
[bookmark: _Toc217216269]1.1 Financial Performance overview (202024) overview
Acute financial fitness examination is a requirement in the diagnosis of the depth and underlying causes of the financial suffering of General Electronics. The analysis of the financial statements of the period between 2020 and 2024 shows that the trend of revenue, profitability, liquidity, and the shareholder value had steadily declined over the five years. (Brealey, Myers and Allen, 2023; Atrill and McLaney, 2024).
The net sales of General Electronics experienced a drastic decrease in 2020 (net sales amounted to £614,680m) to 2024 (net sales amounted to £394,879m), and the change was by about 36. Such a shrinkage symbolizes the declining demand, high competition in the global market, and the possibility of having outdated products in the consumer electronics market. (Ross et al., 2024).
[bookmark: _Toc217216270]1.2 Profitability Analysis
Profitability ratios give an understanding of the capacity of a firm to make profits in comparison with sales, assets and equity. The level of profitability of General Electronics has declined significantly over the review period.
[bookmark: _Toc217216271]1.2.1 Gross Profit Margin
GPM= ×100
	Year
	Gross Profit (£m)
	Net Sales (£m)
	GPM (%)

	2024
	113,994
	394,879
	28.9

	2023
	97,560
	420,457
	23.2

	2022
	152,292
	542,751
	28.1

	2021
	173,016
	601,602
	28.8

	2020
	176,256
	614,680
	28.7



Gross profit margin worsened to 28.9% in 2024 but it was 28.7% in 2020 because in-between years are highly volatile. The margin is not changing drastically, and in percentage terms, the margin can be considered as fairly stable, but the absolute gross profit decreased considerably because of the weakening sales volumes. This implies that the company has not been able to balance revenue losses using cost efficiencies only. According to recent research, the consumer electronics companies experience the increasing costs of components, and pressures of prices that limit the possibility of recovering margins in bad times (Hillier et al., 2023).
[bookmark: _Toc217216272]1.2.2 Operating Profit Margin
OPM=×100
	Year
	Operating Income (£m)
	OPM (%)

	2024
	(15,297)
	-3.87

	2023
	(85,301)
	-20.3

	2022
	14,548
	2.68

	2021
	23,253
	3.87

	2020
	37,267
	6.06



Performance in terms of operating became significantly worse, and operating income became negative in 2023 and 2024. The operating margin dropped by negative 3.9 in 2024 and 6.1 in 2020. This decline can be mainly attributed to high operating costs in comparison with declining revenues, meaning that the organization is poorly cost-scalable. 
[bookmark: _Toc217216273]1.2.3 Net Profit Margin
NPM= ×100
	Year
	Net Income (£m)
	NPM (%)

	2024
	(24,029)
	-6.09

	2023
	(98,238)
	-23.37

	2022
	407
	0.07

	2021
	5,301
	0.88

	2020
	38,572
	6.28



The net profit margin decreased in 2024 to -6.1% downward to 6.3 in 2020. In 2023 and 2024, the company recorded a net loss of £98,238m and 24,029m, respectively, which has reduced the retained earnings and undermined the equity reserves. The net losses that are persistent are commonly considered to lead to the solvency risk especially when it is accompanied by a downward cash flow (Altman et al., 2022).
[bookmark: _Toc217216274]1.3 Liquidity Analysis
The liquidity ratios determine the capacity of the firm to fulfil the short term liabilities as they accrue. The Liquidity position of General Electronics has deteriorated significantly in five years.
[bookmark: _Toc217216275]1.3.1 Current Ratio
Current Ratio= 
	Year
	Current Assets (£m)
	Current Liabilities (£m)
	Current Ratio

	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
	1.55

	2020
	326,843
	179,510
	1.82



Current ratio decreased and stood at 1.53 in 2024 compared to 1.82 in 2020. Although this ratio is at a higher level than the standard level of 1.0, the negative trend is troubling. According to the academic literature, it is clear that the trend of liquidity is more informative than absolute values, especially when it comes to times of financial stress (Ross et al., 2024).
[bookmark: _Toc217216276]1.3.2 Quick Ratio
Quick Ratio=  
	Year
	Quick Ratio

	2024
	1.04

	2023
	1.01

	2022
	0.91

	2021
	0.97

	2020
	1.37



The quick ratio worsened at a faster rate because of the decrease in the cash balance and the large inventory. The decrease in cash and cash equivalents of £57,153m to 26,783m in 2020 and 2024 respectively is due to operating losses and pressure on financing respectively. The high dependency on inventories to facilitate the liquidity is dangerous in the consumer electronics sector where products are obsolete by technology (Brealey, Myers and Allen, 2023).
The efficiency (Activity) analysis examines the efficiency demonstrated by the project team within the scope of the project's performance.
[bookmark: _Toc217216277]1.4 Efficiency (Activity) Analysis 
This analysis focuses on the efficiency that the project team exhibits in the context of the project performance.
The efficiency ratios will give an evaluation of the level at which a firm utilises its assets to make revenue.
[bookmark: _Toc217216278]1.4.1 Inventory Turnover
Inventory Turnover=  
	Year
	Inventory Turnover (x)

	2024
	3.54

	2023
	3.66

	2022
	2.78

	2021
	3.19

	2020
	3.64



The level of inventory was high even as the sales went down which means that the company was not managing its stock efficiently. The inventories reached a high point of 140,181m in 2022 and dropped to 79,355m in 2024 indicating slow corrective action measures. The studies have indicated that in technology-driven sectors, poor inventory management greatly contributes to holding cost and write-down risk (Hillier et al., 2023).
[bookmark: _Toc217216279]1.4.2 Receivables Turnover
AR Turnover=  
	Year
	AR Turnover (x)

	2024
	3.49

	2023
	3.74

	2022
	4.82

	2021
	4.66

	2020
	4.75


The accounts receivable levels were also maintained at high rates with the receivables of £114,182m in 2024. This is an indicator of lax credit policies and lax collection practices, which adds to the strain on cash flow. Ross et al. (2024) posit that an inefficient management of receivables is one of the major causes of liquidity crisis in distressed companies.
On the whole, the efficiency ratios demonstrate the rigidity in operations and the lack of working capital discipline that adds to the financial distress of the firm.
[bookmark: _Toc217216280]

1.5 Gearing and Solvency Ratios
Gearing ratios determine the financial stability of the firm and its dependence on debt financing in the long term.
[bookmark: _Toc217216281]1.5.1 Debt-to-Equity Ratio
Debt-to-Equity= 
	Year
	Debt-to-Equity (x)

	2024
	1.11

	2023
	0.99

	2022
	0.88

	2021
	0.85

	2020
	0.63



Total liabilities went up as compared to equity and shareholders’ equity in 2020 was 313301m compared to 2024 at 153105m. This is cumulative losses and treasury stock buybacks. The risk of default is high as leverage is high and earnings are on the downward trend, especially in cyclical sectors (Altman et al., 2022).
[bookmark: _Toc217216282]1.5.2 Interest Coverage Ratio
Interest Coverage= 

	Year
	Interest Coverage (x)

	2024
	-4.55

	2023
	-19.70

	2022
	6.61

	2021
	41.09

	2020
	26.19



The interest coverage has gone down hard, with operating losses in 2023 and 2024 making the ratio useless. Failing to service interest commitment comfortably is generally seen as a harbinger of financial anguish (Brealey, Myers and Allen, 2023).
This means that the solvency position of the firm is weak, which restricts it to get more debt financing at favourable terms.
[bookmark: _Toc217216283]1.6 Cash Flow Analysis
The cash flow analysis gives the much needed understanding of the financial sustainability beyond the accounting profits.
	Year
	Net Cash from Operations (£m)

	2024
	14,822

	2023
	25,190

	2022
	10,926

	2021
	40,283

	2020
	73,392



Cash flows operating decreased by operating between 2020 and 2024, which is 73,392m to 14,822m. Even though the operating cash flow was still a positive figure, the negative direction is worrying considering the magnitude of revenue reduction. As recent literature explains, decreasing operating cash flows, and net losses are signs of poor earnings quality and low financial strength (Atrill and McLaney, 2024).
[bookmark: _Toc217216284]1.7 Corporate Failure Fraud: Altman Z-Score.

The most common corporate failure prediction model is the Altman Z-Score that is mostly applicable when working with manufacturing and industrial companies. The recent empirical evidence shows that it remains applicable in the measurement of default risk in international corporations (Altman et al., 2022).
Using the financial data available on the company, the application of the Altman Z-Score to General electronics shows that the company will have a score approaching the distress zone (Z -1.81) in 2024. The downward trend is sustained by dwindling retained earnings, low profitability, and low confidence of the market evidenced by a decreasing value of equities.
A Z-Score of a distress zone indicates a high likelihood of failure of the company in the next two years unless corrective action is taken. This serves to reaffirm the need to have strategic financial restructuring and liquidity enhancements.
[bookmark: _Toc217216285]1.8 Major Trends, Strengths, and Threats.
Key Trends
· Sustained revenue decline
· Change of profitability to continuing losses.
· Destabilizing the liquidity and cash reserves.
· Increasing leverage and solvency risk.
Strengths
· Cash flows in the positive even with losses.
· Long-established presence and asset foundation all over the world.
· Ability to restructure by reallocation of assets.
Threats
· High default risk
· Low availability of cheap financing.
· Obsolescence in the inventory and uncertainty in the demand.
[bookmark: _Toc217216286]2. Working Capital Management Analysis
[bookmark: _Toc217216287]2.1 Introduction
The working capital management is a key factor in ascertaining the short term financial stability especially to companies in capital intensive and competitive markets like consumer electronics. Proper working capital management allows an enterprise to address its immediate liabilities and remain operationally efficient and strategic (Atrill and McLane, 2024). In the case of troubled companies, liquidity stress and its speed of deterioration are often increased by weaknesses in working capital management (Ross et al., 2024).
The financial analysis of General Electronics reveals that although the company has been experiencing positive operating cash flow, the company becomes strained with its liquidity as a result of poor management of its receivables, inventories and short-term financing. All these problems have been exacerbated during the period 20202024 and have led to a decrease in cash reserves and an increase in refinancing risk.
[bookmark: _Toc217216288]2.2 Cash Operating Cycle Analysis.
The cash operation cycle (COC), also called the cash conversion cycle measures how much time it takes a firm to convert the cash invested in operations to cash inflows. It is calculated as:
Cash Operating Cycle = Inventory Days + Receivables Days - Payables Days.
The smaller the cash operating cycle, the higher the liquidity and lower the dependence on external funding (Brealey, Myers and Allen, 2023).
[bookmark: _Toc217216289]2.2.1 Inventory Days

Inventory Days = 
Inventory Days:
 =108.9 days
General Electronics has traditionally been characterized by large levels of inventory, specifically in 2020-2220. In spite of the fact that inventories decreased to £79,355m in the year 2024, this is slow compared to the drastic decrease in sales. This implies that it is reactive but not proactive inventory management. (Hillier et al., 2023).
[bookmark: _Toc217216290]

2.2.2 Receivables Days

Receivables Days = 
Receivables Days:
 = 104.7 days
There were high levels of account receivables throughout the review period with receivables of 114,182m in 2024. This reflects lax credit policy and poor collecting habits. Empirical evidence reveals that troubled companies tend to offer attractive credit facilities to boost sales, unknowingly deteriorating the liquidity situation (Altman et al., 2022).
[bookmark: _Toc217216291]2.2.3 Payables Days
Payables Days = 
Payables Days:
 = 83.9 days
Although the account payable in 2020 amounted to 83,229m and 2024 to 72,031m, the company seems to have little room to lengthen payment terms and ruin relationships with suppliers. Dependence on late payments may cause disruptions in the supply chains and lower the confidence of the suppliers, especially in international business (Ross et al., 2024).
[bookmark: _Toc217216292]2.3 Working Capital Challenges

The working capital issues in the firm can be summarised into three issues which are related to each other. One, the capital is tied up in inventories and receivables to the extent that it lowers the flexibility of liquidity. Second, falling cash balances show that there is a lack of operating cash inflows to meet financing and investment requirement. Third, the company is a heavy user of short-term credit facilities, which puts it at risk of refinancing risks, as well as interest rate risks.
As the recent literature on financial management points out, working capital structure can greatly contribute to the increase in the likelihood of bankruptcy at times when profitability starts to decline (Altman et al., 2022; Atrill and McLaney, 2024). In the case of General Electronics, such problems further compound the financial distress that was determined in the financial health check.
[bookmark: _Toc217216293]2.4 Strategies of Improving Liquidity.
In a bid to enhance the liquidity and mitigate financial risk in the short run, General Electronics ought to undertake an extensive working capital reform programme.
Inventory Optimisation
The company ought to implement demand driven inventory control and management such as just-in-time (JIT) and improved demand forecasting based on real-time sales information. The reduction of inventory days would release cash, decrease carrying costs and reduce the risk of obsolescence. Hillier et al. (2023) stress that inventory optimisation with technology is a key factor to restore liquidity in manufacturing companies operating in the context of demand volatility.
Receivables Management
It is essential to restrict credit policies and enhance the process of receivables collection. This may involve tightening credit, the offering of incentives to pay upfront and increased oversight of outstanding accounts. Although stricter conditions of credit can have short-term sales suppressive effects, the empirical evidence holds that the fact that the cash flow is more stable is more important than the immediate effect on revenues in financially suffering companies (Ross et al., 2024).
Payables Strategy
Whenever possible, negotiating long-term payment conditions with major suppliers would enhance liquidity without harming relations with suppliers. This should however be done in a strategic manner in order to prevent any disruption in supply chain. Ethical implications of the situation also play a role since inappropriate stress on the small suppliers will contradict the principles of the corporate social responsibility (Brealey, Myers and Allen, 2023).
[bookmark: _Toc217216294]2.5 Short Term and Long Term Financing.
Short-term or long-term financing is one of the main working capital decisions accompanied by serious risk consequences.
Short-Term Financing
General Electronics has been using the short-term lines of credit as a source of working capital. Although short-term financing is generally less expensive and more adjustable, overdependence adds to the financing and interest rate risks, especially in times when creditworthiness is dropping (Atrill and McLaney, 2024)
Long-Term Financing
The conversion of a part of working capital finance to long-term sources of finance, either through term lending or equity financing, would serve to improve financial stability. Even though long-term financing usually costs more, it helps ease liquidity risk and it matches the maturity of financing with the life cycle of the assets. (Altman et al., 2022).
[bookmark: _Toc217216295]2.6 Critical Evaluation
As a CFO, the working capital inefficiencies at General Electronics are both strategic and operational in nature, as opposed to tactical. The liquidity risk has been increased by the slow reaction of the firm to falling demand, the soft credit policy and the high dependency on short-term borrowing. Although working capital reforms do not ensure structural profitability problems are resolved, it is a prerequisite to financial recovery.
The good management of working capital would decrease reliance on external financing, enhance predictability of cash flow and accommodate the further restructuring efforts. All turnaround strategies cannot be successful without such reforms.
[bookmark: _Toc217216296]3. General Electric 2010 Strategic Financial Restructuring Plan.
At present, the company holds an advantage against its competitors, owing to its robust financial foundation and well-established brand in the industry. 
[bookmark: _Toc217216297]3.1 Financial Restructuring Rationale. 
Reorganisation of the finances is an urgent solution to companies that have fallen into chronic financial pains, reduced profitability, and increased solvency risk. As indicated in the above financial health analysis and the working capital analysis, General Electronics is a company that has structural weaknesses that are manifested in the continuing operating losses, dwindling equity, and growing dependence on short-term debt. Modern studies stress the point that postponing restructuring in this situation increases the likelihood of the corporation’s failure considerably (Altman et al., 2022; Ross et al., 2024).
On CFO level, financial restructuring is aimed not only at survival, but also the ability to create long-term value, flexibility of operations, and trust of the stakeholders. (Brealey, Myers and Allen, 2023).
[bookmark: _Toc217216298]3.2 Portfolio Rationalisation and Asset Divestiture.
Asset divestiture is one of the most common and timely restructuring alternatives that can be offered to General electronics. The company has large asset base in terms of property, plant and equipment, intangible assets and operating lease assets, many of which may no longer be in its strategic priorities.
Relying on the sale of non-core business units and those not performing well would produce instant cash flows, simplify operations and enable the management to concentrate on profitable product lines. There has been empirical evidence that focused divestitures tend to enhance liquidity and shareholder value in situations where the activity is conducted within a larger turnaround plan (Hillier et al., 2023). 
Divestiture however has its own risks such as the likelihood of losing future growth prospects and the negative market perceptions in case the assets are sold in a distressed situation. (Atrill and McLaney, 2024).
[bookmark: _Toc217216299]3.3 Injection of Equity and Recapitalisation.
Since the firm has a weakened equity profile, an equity injection is an option to the firm as a restructuring tool to put the firm back on its feet. In 2020, the value of shareholder’s equity is 313,301m that dropped to 153,105m in 2024, mainly due to the cumulative losses and transactions of the treasury stocks. This erosion has enhanced leverage and decreased the ability of the firm to absorb future shocks.
The balance sheet, debt-equity ratios, and creditor confidence would be enhanced by a new equity issue, either as rights issue or strategic investor placement. Despite the fact that equity financing will dilute the current stock holders, recent research indicates that dilution is usually better than insolvency risk in troubled companies (Altman et al., 2022).
Equity injection should be put in the position of strategic reset rather than failure as viewed through the eyes of a CFO. The terms of investment transparency, including the ways funds will be used (debt reduction, technology investment and stabilising the working capital) are vital in winning the support of the investors (Brealey, Myers and Allen, 2023).
The restructuring and refinancing strategy of debts involves significant issues including working capital, credit, and fund financing (Lindmoe, 2013).
Another very important part of the turnaround strategy by General Electronics is debt restructuring. The short-term nature of the lines of credit taken by the firm is prone to exposing it to refinancing risk, fluctuations in interest rates, and possible breach of covenant. Redact a part of short term debt and convert it into long term instruments would enhance the stability of liquidity and match debt maturity with cash flow production.
Restructuring of conditions with lenders, including more long-term maturities or lower interest rates, could be an option with a plausible restructuring strategy. According to Ross et al. (2024), lenders are becoming more open to renegotiation in cases where firms show active restructuring efforts and chances of recovery..
[bookmark: _Toc217216300]3.5 Effect on shareholder value and Operational Flexibility.
The suggested reorganisation solutions would have great effect on the value of shareholders and flexibility of operations. Short-term effects of equity dilution and sales of assets could depress market valuations. But in the long-term, profitability, liquidity and solvency restoration would probably increase sustainable shareholder value (Hillier et al., 2023).
Flexibility in the capital structure would allow General Electronics to implement strategic investments and respond to the changes in the market and to take the competitive place again. The studies show that the successful firms that have grown out of restructuring usually have better governance, stronger financial discipline, and better strategic focus (Altman et al., 2022).
[bookmark: _Toc217216301]3.6 International and Ethical considerations.
General Electronics being a multinational company should take into account both international financial and ethical considerations in placing restructuring measures.
Currency and Inflation Risk
International business exposes the company to the risks of exchange rates and inflation. The currency risk management strategies should be included in the financial restructuring decisions, especially debt refinancing and the sale of assets, including natural hedging and selective financial hedging instruments (Brealey, Myers and Allen, 2023).
Taxation
Retransformation of transactions can initiate taxable or tax-savings in cross-jurisdictional transactions. Proper tax planning is needed so that there is compliance as the after tax cash flows become optimised. The use of aggressive tax avoidance must be avoided, and it may create reputational and regulatory risks (Hillier et al., 2023).
[bookmark: _Toc217216302]Corporate Social responsibilities (CSR)
Sustainable restructuring is concerned with ethical considerations. The selling of assets and cutbacks of expenses can lead to reduction of workforce, renegotiation with suppliers or local effects. Modern CSR models underline the fact that responsible reorganisation will increase the long-term trust of stakeholders and decrease reputational risk (Atrill and McLaney, 2024).
Critical Stocktake of Strategy of Restructuring.
Most importantly, however, none of the restructuring options is effective alone. Asset divestiture enhances liquidity at the expense of strategic breadth, equity injection enhances solvency at the cost of ownership dilution, and debt restructuring relieves short-term stress with no impact on operational inefficiencies. Hence, all-inclusive restructuring strategy incorporating all the three is necessary.
To a CFO, effective implementation of the restructuring plan requires discipline, open communication with the stakeholders and alignment to the long-term strategic plans. In the absence of such integration, restructuring processes will be mere reactive processes rather than a source of sustainable recovery. 
[bookmark: _Toc217216303]4. Investment Appraisal and Capital Budgeting.
Capital budgeting is important in financial recovery because it serves to ensure that an organization can recover its lost funds and improve its financial performance.
[bookmark: _Toc217216304]4.1 Significance of the Capital Budgeting in Financial Recovery 
The significance of the capital budgeting in financial recovery is to provide assurance that an organization can reclaim its lost finances and enhance its financial performance.
Capital budgeting decisions are more critical in companies that are in dire financial conditions, misplaced investment decisions are liable to increase the liquidity constraints and hasten the corporate failure. Modern financial management theory underlines that companies need to focus on those projects that maximise shareholder value and follow their risk-bearing capacity in case of capital rationing (Brealey, Myers and Allen, 2023; Ross et al., 2024).
In the case of General Electronics, the poor profitability, reduction in cash reserves and the high level of solvency risk require a rigorous and informed method of investment appraisal. The Board has put forward three mutually exclusive investment projects that have varying cash flow profiles along with risk characteristics. The task of the CFO as the CFO is to assess these projects based on the standard appraisal methods and give a recommendation on the best investment plan with a capital limit of 60 million pounds available.
[bookmark: _Toc217216305]4.2. Overview of Proposed Projects.
The three investment projects are as under:
	Project
	Initial Investment (£m)
	Year 1 (£m)
	Year 2 (£m)
	Year 3 (£m)
	Year 4 (£m)
	Year 5 (£m)

	A
	40
	10
	12
	14
	10
	8

	B
	30
	6
	6
	6
	6
	6

	C
	50
	5
	10
	20
	25
	15



Project A:
Initial investment: £40m
Cash inflows (Years 1–5): £10m, £12m, £14m, £10m, £8m
Project B:
Initial investment: £30m
Cash inflows (Years 1-5): £ 6m/year.
Project C:
Initial investment: £50m
Cash inflows (Years 1–5): £5m, £10m, £20m, £25m, £15m
The discount rate is 10 per cent, which is in tandem with the estimated weighted average cost of capital of the firm. ARR assumes the existence of a straight-line depreciation to zero.
[bookmark: _Toc217216306]4.3 Payback Period (PBP)
Payback period is the period in which the cumulative inflows of cash can be used to recoup the initial investment. Even though it does not take time value of money and post-payback cash flow into account, it can be used to evaluate the liquidity risk in distressed firms (Atrill and McLaney, 2024).
Project A: The payback period is between Years 3 and 4.
Project B: The payback is at the conclusion of Year 5.
Project C: Payback: after Year 3.
Project A and Project C are better in terms of liquidity compared to Project B. The long payback period of Project B, however, is not as attractive considering the liquidity constraints General Electronics is going through.
The ARR measures the value of a specific project and is calculated by dividing profits by the average sales price.
[bookmark: _Toc217216307]4.4 Accounting Rate of Return (ARR) 
The ARR is used to measure the worth of a particular project and is determined by dividing profits by the average sales price.
ARR measures the relationship of average accounting profit to average investment. Although it is computed on the accounting data instead of on cash flows, it gives an understanding of the reported profitability that can affect how investors are perceived (Brealey, Myers and Allen, 2023).
According to straight-line depreciation:
ARR= 
Depreciation:
· Project A: £40m/5 = £8m per year
· Project B: £30m/5 = £6m per year
· Project C: £50m/5 = £10m per year
Average Accounting Profit:
· Project A: [(10−8) +(12−8) +(14−8) +(10−8) +(8−8)] /5 = 2.8 → ARR = 7%
· Project B: [(6−6) +(6−6) +(6−6) +(6−6) +(6−6)] /5 = 0 → ARR = 0%
· Project C: [(5−10) +(10−10) +(20−10) +(25−10) +(15−10)] /5 = 5 → ARR = 10%

Project A: Moderate ARR
Project B: Low ARR because it has low annual returns.
Project C: Best ARR, indicating intense cash flows late in a year.
The ARR rankings place project C at the top, meaning it has a better accounting profitability throughout its life.
4.5 Net Present Value (NPV)
NPV is considered one of the most theoretically sound investment appraisal techniques because it directly assesses a value creation by discounting future cash flows at the cost of capital of the firm (Ross et al., 2024).
Applying a 10% discount rate:
NPV accounts for time value of money, discounting cash inflows at 10%:
NPV= 
Project A:
· Year 1: 10 / 1.1 = 9.09
· Year 2: 12 / 1.1² = 9.9
· Year 3: 14 / 1.1³ = 10.52
· Year 4: 10 / 1.1⁴ = 6.83
· Year 5: 8 / 1.1⁵ = 4.97
NPV ≈ £1.33m
Project B:
PV of inflows = 6 /1.1 + 6 /1.1² + … + 6 /1.1⁵ ≈ 22.75
NPV = 22.75 − 30 ≈ −£7.25m
Project C:
PV of inflows = 5 /1.1 + 10 /1.1² + 20 /1.1³ + 25 /1.1⁴ + 15 /1.1⁵ ≈ 54.23
NPV = 54.23 − 50 ≈ £4.23m
[bookmark: _Toc217216308]4.6 Internal Rate of Return (IRR)
IRR is a discount rate where NPV is zero. It is also often applied because of its intuitive interpretation, and may be deceptive when comparing projects of different sizes (Atrill and McLaney, 2024).
Project A: IRR above 10%
Project B: IRR is nearly equal to the cost of capital.
Project C: Highest IRR
Although Project C is again the best, it would not be fair to use IRR as a sole evaluation criteria given the capital constraint and the differences in the size of projects of the firm.
4.7 Profitability Index (PI)
The profitability Index is a ratio of inflows using the present value of the inflows divided by the initial investment, which is effective in capital rationing circumstances (Hillier et al., 2023).
PI= 
· Project A: 41.33/40 ≈ 1.033
· Project B: 22.75/30 ≈ 0.758
· Project C: 54.23/50 ≈ 1.085
Project A: PI > 1
Project B: PI marginally > 1
Project C: Highest PI
Project C is the most attractive project in terms of value per pound invested and hence it is more attractive where there is a limited amount of capital.
[bookmark: _Toc217216309]4.8 Decision of Capital Rationing (60m Constraint)
Considering the limit of investing in UK is 60m, the possible combinations of investments can be:
Project A (40m) and Project B (30m) + Not possible (70m).
Project B (£30m) + Project C (£50m) + Not feasible (£80m)
A + C: Projects Not feasible (£ 90m)
Individual Project Selection Only.
With capital rationing, General Electronics is only able to invest in a single project.
Project C is the best solution based on the NPV and maximisation of the PI although it has higher start-up costs. It is the most effective value creation, higher profitability, and more efficient strategic alignment in the long term, although it requires £50m.
[bookmark: _Toc217216310]4.9 Risk Assessment and Financial Justification.
Risk-wise, Project C is more vulnerable because of reduced initial inflows, as well as increased dependency on returns later on. This risk is, however, partially countered by the fact that the project has a good overall NPV and is in line with the long-term growth.
Project B, on the other hand, is stable with low cash flows, which can seem appealing to risk-averse decision-makers. However, as the profitability of General Electronics has been undermined and the company requires value creation urgently, the conservative projects with the marginal returns cannot be used to help it recover (Altman et al., 2022).
Project A is a balanced alternative but it does not do better in measures of value creation than Project C.
[bookmark: _Toc217216311]4.10. Final Investment Recommendation

The best investment choice that can be made as CFO is to invest in Project C only. This proposal can be explained by the following reasons:
Highest NPV and PI
High performance ARR and IRR.
Correlation with long term value creation.
The best utilization of a limited capital.
But, Project C should only be invested in after liquidity stabilisation and concomitant financial restructuring as it was talked about in previous sections. In the absence of such a support, the firm might not be able to absorb cash flow volatility in the short term.











[bookmark: _Toc217216312]5. Conclusion
This report has performed a financial analysis and strategic assessment of General Electronics, a transnational consumer electronics corporation that has been in a sustained state of distress. The financial health check showed that the revenue was decreasing, the operating losses continued to exist, and the profitability was deteriorating, and the solvency risk was increasing within the years 2020-2024. Ratio analysis, cash flow analysis, and Altman Z-Score analysis revealed the operational inefficiencies as well as structural weaknesses, which meant the increased likelihood of financial collapse unless corrective actions were taken promptly (Altman et al., 2022; Brealey, Myers and Allen, 2023).
The working capital analysis revealed that over investing in inventories and receivables coupled with dependence on short-term borrowing has increased the pressure on liquidity. Inventory optimisation, increased receivables management, and balanced mix of financing are key strategic interventions that are important to put the cash flows and operational flexibility back on track (Atrill and McLaney, 2024; Ross et al., 2024).
The strategic financial restructuring plan that has been proposed is multidimensional in that it will enable the firm to stabilise its financial position by asset divestiture, equity injection, and debt refinancing without losing touch of the ethical, CSR as well as the international factors. The rebalancing of the capital structure, leverage reduction, and core assets give the firm an opportunity to enhance solvency, shareholder confidence, and long-term strategic placement (Hillier et al., 2023).
Lastly, capital rationing based investment appraisal of three suggested projects revealed that Project C was the best project considering it has a high Net Present Value, Profitability Index, and long term growth projection. This investment along with liquidity enhancements and reorganization measures contributes to the recovery trend of the firm as well as value creation through the creation of maximum value in the current limitations.
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[bookmark: _Toc217216314]7. Appendices
Appendix A: Financial Ratios Tables
A.1 Profitability Ratios
	Year
	GPM (%)
	OPM (%)
	NPM (%)
	ROA (%)
	ROE (%)

	2024
	28.9
	-3.87
	-6.09
	-7.44
	-15.7

	2023
	23.2
	-20.3
	-23.37
	-27.6
	-54.9

	2022
	28.1
	2.68
	0.07
	0.08
	0.15

	2021
	28.8
	3.87
	0.88
	1.04
	1.92

	2020
	28.7
	6.06
	6.28
	7.56
	12.31



A.2 Liquidity Ratios
	Year
	Current Ratio
	Quick Ratio

	2024
	1.53
	1.04

	2023
	1.61
	1.01

	2022
	1.56
	0.91

	2021
	1.55
	0.97

	2020
	1.82
	1.37



A.3 Efficiency Ratios
	Year
	Inventory Turnover (x)
	AR Turnover (x)

	2024
	3.54
	3.49

	2023
	3.66
	3.74

	2022
	2.78
	4.82

	2021
	3.19
	4.66

	2020
	3.64
	4.75






A.4 Gearing Ratios
	Year
	Debt-to-Equity (x)
	Interest Coverage (x)

	2024
	1.11
	-4.55

	2023
	0.99
	-19.70

	2022
	0.88
	6.61

	2021
	0.85
	41.09

	2020
	0.63
	26.19



A.5 Cash Flow

	Year
	Net Cash from Operations (£m)

	2024
	14,822

	2023
	25,190

	2022
	10,926

	2021
	40,283

	2020
	73,392
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7.2.1 Revenue & Net Income Trends (2020–2024)





7.2.2 Margins (Gross, Operating, Net) 2020–2024




7.2.3 Debt vs Equity Trend (2020–2024)





7.2.4 Cash Flow Summary (2020–2024)




Appendix B: Altman Z-Score Calculation

2024 Example Calculation:

	Component
	Value (£m)
	Formula / Ratio
	Result

	Working Capital
	84,203
	WC / Total Assets
	X₁ = 0.26

	Retained Earnings
	208,431
	RE / Total Assets
	X₂ = 0.645

	EBIT
	-15,297
	EBIT / Total Assets
	X₃ = -0.047

	Equity / Liabilities
	153,105 / 170,249
	X₄
	0.899

	Z"-Score
	-
	6.56X₁ + 3.26X₂ + 6.72X₃ + 1.05X₄
	3.46









Appendix C: Investment Appraisal Calculations

C.1 Payback Period (PBP)

	Project
	Initial Investment (£m)
	Cumulative Cash Inflows (£m)
	PBP (Years)

	A
	40
	10, 22, 36, 46, 54
	3.29

	B
	30
	6, 12, 18, 24, 30
	5

	C
	50
	5, 15, 35, 60, 75
	3



C.2 Accounting Rate of Return (ARR)

	Project
	Avg. Annual Cash Inflow (£m)
	Initial Investment (£m)
	ARR (%)

	A
	10.8
	40
	27

	B
	6
	30
	20

	C
	15
	50
	30



C.3 Net Present Value (NPV) & Profitability Index (PI)

	Project
	PV of Cash Inflows (£m)
	Initial Investment (£m)
	NPV (£m)
	PI

	A
	41.33
	40
	1.33
	1.03

	B
	22.75
	30
	-7.25
	0.76

	C
	54.24
	50
	4.24
	1.08






C.4 Internal Rate of Return (IRR)

	Project
	IRR (%)

	A
	11

	B
	6

	C
	13


Project A
	Year
	Cash Inflow (£m)
	PV Factor @10%
	Discounted Cash Flow (£m)

	1
	10
	0.909
	9.09

	2
	12
	0.826
	9.92

	3
	14
	0.751
	10.51

	4
	10
	0.683
	6.83

	5
	8
	0.621
	4.97

	Total PV
	–
	–
	41.33

	Initial Investment
	40
	–
	NPV = 1.33



Project B
	Year
	Cash Inflow (£m)
	PV Factor @10%
	Discounted Cash Flow (£m)

	1-5
	6 each
	0.909, 0.826…
	22.75

	Initial Investment
	30
	–
	NPV = -7.25



Project C
	Year
	Cash Inflow (£m)
	PV Factor @10%
	Discounted Cash Flow (£m)

	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
	–
	–
	54.23

	Initial Investment
	50
	–
	NPV = 4.23



1. Cash Flow Table (for Projects A, B, C)
	Year
	Project A (£m)
	Project B (£m)
	Project C (£m)
	PV Factor @10%
	Project A PV
	Project B PV
	Project C PV

	0
	-40
	-30
	-50
	1
	-40
	-30
	-50

	1
	10
	6
	5
	0.909
	=B2*E2
	=C2*E2
	=D2*E2

	2
	12
	6
	10
	0.826
	=B3*E3
	=C3*E3
	=D3*E3

	3
	14
	6
	20
	0.751
	=B4*E4
	=C4*E4
	=D4*E4

	4
	10
	6
	25
	0.683
	=B5*E5
	=C5*E5
	=D5*E5

	5
	8
	6
	15
	0.621
	=B6*E6
	=C6*E6
	=D6*E6

	Total PV
	=SUM(F2:F6)
	=SUM(G2:G6)
	=SUM(H2:H6)
	–
	–
	–
	–

	NPV
	=F7-B1
	=G7-C1
	=H7-D1
	–
	–
	–
	–

	PI
	=F7/ABS(B1)
	=G7/ABS(C1)
	=H7/ABS(D1)
	–
	–
	–
	




3. Payback Period (PBP) Calculation
Cumulative Cash Flow:
	Year
	Project A CF
	Project A Cum CF
	Project B CF
	Project B Cum CF
	Project C CF
	Project C Cum CF

	0
	-40
	-40
	-30
	-30
	-50
	-50

	1
	10
	=B2+B1
	6
	=D2+D1
	5
	=F2+F1

	2
	12
	=B3+B2
	6
	=D3+D2
	10
	=F3+F2

	3
	14
	=B4+B3
	6
	=D4+D3
	20
	=F4+F3

	4
	10
	=B5+B4
	6
	=D5+D4
	25
	=F5+F4

	5
	8
	=B6+B5
	6
	=D6+D5
	15
	=F6+F5
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		Year		Net Sales (£m)		Net Income (£m)

		2020		614,680		38,572

		2021		601,602		5,301

		2022		542,751		407

		2023		420,457		-98,238

		2024		394,879		-24,029



Revenue & Net Income Trends (2020–2024)
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1


2


3


4


5


6


7


8


9


A


B


C


D


E


Year


Net Sales (£m)


Net Income (£m)


2020


614,680


38,572


2021


601,602


5,301


2022


542,751


407


2023


420,457


-98,238


2024


394,879


-24,029


100,000


200,000


300,000


400,000


500,000


600,000


700,000


Revenue & Net Income Trends (2020



image3.emf
Year

Gross 

Margin 

(%)

Operatin

g Margin 

(%)

Net 

Margin 

(%)

2020 28.7 6.1 6.3

2021 28.8 3.9 0.9

2022 28 2.7 0.1

2023 23.2 -20.3 -21.9

2024 28.9 -3.9 -6.1

-80% -60% -40% -20% 0% 20% 40% 60% 80% 100%

Gross Margin (%)

Operating Margin (%)

Net Margin (%)

Margins (Gross, Operating, Net) 2020–2024


Microsoft_Excel_Worksheet2.xlsx
Sheet1

		Year		Gross Margin (%)		Operating Margin (%)		Net Margin (%)

		2020		28.7		6.1		6.3

		2021		28.8		3.9		0.9

		2022		28		2.7		0.1
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Margins (Gross, Operating, Net) 2020–2024
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		Year		Total Liabilities (£m)		Shareholders’ Equity (£m)

		2020		196,989		313,301

		2021		234,399		275,949

		2022		235,757		268,406

		2023		176,952		178,920

		2024		170,249		153,105



Debt vs Equity Trend (2020–2024)



Total Liabilities (£m)	2020	2021	2022	2023	2024	196989	234399	235757	176952	170249	Shareholders’ Equity (£m)	2020	2021	2022	2023	2024	313301	275949	268406	178920	153105	
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		Year		Operating (£m)		Investing (£m)		Financing (£m)		Net Change (£m)

		2020		73,392		-23,734		65,964		-17,149

		2021		40,283		-17,041		-22,026		3,660

		2022		10,926		-21,208		20,501		5,927

		2023		25,190		-13,877		-34,779		-23,989

		2024		14,822		-8,428		-19,764		-15,968



Cash Flow Summary (2020–2024)



Year	Operating (£m)	Investing (£m)	Financing (£m)	Net Change (£m)	2020	73392	-23734	65964	-17149	Year	Operating (£m)	Investing (£m)	Financing (£m)	Net Change (£m)	2021	40283	-17041	-22026	3660	Year	Operating (£m)	Investing (£m)	Financing (£m)	Net Change (£m)	2022	10926	-21208	20501	5927	Year	Operating (£m)	Investing (£m)	Financing (£m)	Net Change (£m)	2023	25190	-13877	-34779	-23989	Year	Operating (£m)	Investing (£m)	Financing (£m)	Net Change (£m)	2024	14822	-8428	-19764	-15968	
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