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[bookmark: _Toc217317549]Executive Summary

General Electronics is a global company that provides technology solutions and products to the consumer electronics industry. Over the last five years, the company's financial condition has been deteriorating with revenues falling, operating losses continuing, liquidity weakening, and financial risk increasing. It was once a profitable organisation but now the company is dealing with its structural issues that, unless decisive action is taken, could result in the firm no longer being viable.
An analysis of detailed financial statements shows that income has been on the decline since 2020, while profit margins have taken a nosedive and have been negative for recent years. Operating and net profit margins have been adversely affected by significant fixed costs, pricing pressures and limited cost flexibility. Liquidity ratios are crashing, with an increasing dependence on inventory to fulfill short term commitments. Efficiency ratios reveal a lengthening cash operating cycle related to above normal inventory and slow collection of receivables from customers. Gearing has risen as shareholders’ equity has been eroded and such investor measures as earnings per share (EPS) show marked value destruction. Altman Z-Score Based on the Altman Z-Score, the company is in the distress region with a high likelihood of business failure if no action is undertaken.
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[bookmark: _Toc217317550]Introduction
 General Electronics is a global player in the consumer electronics markets. The company develops, manufactures and sells a variety of electronic products in several global markets. Over the past 10 years, the industry has been under siege by accelerating technological changes, cutthroat pricing policies, escalating costs of production and changing consumer tastes. Although General Electronics used to enjoy widespread brand recognition and international access, its recent earnings suggest that the organization is more than likely contemplating financial and operational ruin.
A review of the company’s financial statements over the last five years indicates a clear decline in performance. Revenue has dropped dramatically and profitability is much weaker, with the company posting net losses for the past two years. Despite falling sales, operating costs have remained high, putting pressure on margins, and cash flows are increasingly unstable. The debt is increasing, as is the reliance on short-term, while liquidity is dwindling, making it difficult for the company to service its short-term debt. These patterns mean that General Electronics faces additional threats to its financial wellbeing unless swift and decisive action is undertaken.
Accordingly, I am writing to inform you that I am General Electronics’ new CFO. My purpose is to evaluate the financial position of the company, determine the underlying issues causing its deteriorating performance, and recommend an financially based turnaround plan that will bring it back to solid stability, profit, and long-term shareholder value. It means that I must not only analyse past weaknesses but also make forward-looking choices as to how to balance risk, liquidity and growth in an uncertain global environment.
This is a complete finance analysis of General Electronics. Starting with a comprehensive financial check-up based on ratio analysis and predictions of corporate failures to forecast risk and performance tendencies. Then analyse the management of working capital, to uncover inefficiencies in liquidity and find solutions. The report also details strategic financial restructuring to enhance capital structure and operational flexibility. And, finally, a number of investment projects are critically assessed using capital budgeting techniques, culminating in a final investment advice that is consistent with the firm’s present financial limitations and strategic goals.


[bookmark: _Toc217317551]Financial Health Check
This is the General Electronics balance Sheet review for the 5 years 2020 - 2024. The analysis of profitability, liquidity, efficiency, gearing, investor returns and cash flow is based on data extracted from the profit and loss account, balance sheet and cash flow statement. The goal is to detect financial strengths, weaknesses and warning signs that explain the present distress of the company and that point to the company’s next actions.
[bookmark: _Toc217317552]Sales, Profitability, and Earnings Performance
General Electronics has seen its revenue steadily shrink for the last five years. Net sales decreased by more than 35% from £614.7 billion in 2020 to £394.9 billion in 2024. This decline in momentum could be indicative of weakening demand, loss of market share, or increased competition in the consumer electronics industry. General Electronics has found it difficult to reshape its cost structure, even though a drop in sales is occasionally controllable through cost management.
Gross profit decreased from £176.3 billion in 2020 to £114.0 billion in 2024. Cost of sales fell in nominal term but not at the same speed as revenues. As a result, margins became increasingly volatile. Gross margin decreased to 28.9 percent in 2024 from around 28.7 percent in 2020, with high fluctuations throughout the period. This suggests that input costs, including components and logistics costs, and pricing pressure, have prevented the company from passing through its full costs in profits. 
Performance T Detail has since worsened dramatically. Operating income was negative in 2023 and 2024. The company posted an operating loss of £85.3 billion in 2023 and ads loss of £15.3 billion in 2024. Although there were some operating cost reductions in 2024, the cost base continues to be out of line with the current level of revenues. This may imply that the problem is structural rather than a series of temporary disturbances.
Net income patterns echo this worry. After making healthy profits of 38.6 billion pounds in 2020, General Electronics made meagre profits of 0.4 billion pounds in 2022 and then substantial losses in 2023 and 2024. Continued net losses suggest the company is no longer producing adequate returns for financing and tax, which is always a cause for concern as to long term viability, in case the performance does not turn around.

[bookmark: _Toc217317553]Profitability Ratios
Profitability ratios offer more information on the company’s efficiency when turning revenue into profit.
While gross margin was relatively stable, there was the long-term weakening trend which represents the cost pressure and the weak power of price selling. Operating margin worsened significantly, from positive in 2020 and 2021 to negative margin for both 2023 and 2024. This is because of the relatively high fixed operating cost and low-cost flexibility over revenue decline.
Net profit margin exhibited similar dynamics for earlier in the period it was broadly positive and in recent years deeply negative. Negative net profits for 2023 and 2024 suggest that the losses are not the result of one-off events but rather core operational and financial weaknesses.
Return on capital employed (ROCE) fell substantially too. As operating profits declined and capital employed remained high, ROCE fell to negative levels. This indicates that a company is not well managed in terms of asset utilisation, and that it may have money tied up in poor performing business units, namely inventory and fixed assets.
In summary, all returns. Profitability ratios turn General Electronics into a value destroying firm, rather than a value creating one where time is of the essence for any intervention.


[bookmark: _Toc217317554]Liquidity Ratios
Liquidity ratios measure the firm's ability to satisfy short-term liabilities. The current ratio has gradually eroded in the past five years. Although current assets are still greater than current liabilities, the safety buffer has been greatly reduced. The current ratio is about 1.5 this year, lower than the previous years over 1.8, indicating that short-term financial flexibility is on the decline.
The quick ratio is an even bleaker story. Excluding inventories, liquid assets just cover current liabilities. High volume in inventory, implies that a substantial part of the firm's working capital is tied up in stock, which might not be easily liquidated into cash. This makes the company vulnerable to liquidity strain, particularly in times of poor sales or late payments from customers.
This worry is further supported by the declining cash balance. Cash and cash equivalents decreased from £66.7 billion in 2022 to £26.8 billion in 2024. This dramatic decline suggests that operating and financing activities are draining cash, making the company ever more dependent on external financing.
In fact, the profit ratios used in this analysis provide a very clear indication that General Electronics' core business is losing (really destroying) value and calling for swift corrective action.




[bookmark: _Toc217317555]Efficiency Ratios
Efficiency Ratios measure under How efficiently is GE managing its working capital. 
Inventory days are high throughout the period, indicative of slow-moving inventory and potential over-production. Inventories were at £79.4 billion in 2024 despite the sales decline. This indicates bad demand estimation and poor control of inventory, and hence unnecessary cash gets blocked and risk of storage and obsolescence.
Receivable days are still high, implying slow payment by customers. Accounts receivable decreased slightly in 2024, but this appears to be a result of declining sales rather than improved credit management. Slow collections reduce cash inflows and increase dependence on short-term debt.
By contrast, payable days are still high. This indicates that the company is postponing payments to its suppliers due to cash tightness. While this approach gives the appearance of relieving some of the strain, it can damage supplier relationships and ultimately reduce negotiating power.
In general, the working capital ratios indicate that the company has a prolonged operating cash cycle, which is the result of a high inventory and the poor management of accounts receivables.


[bookmark: _Toc217317556] Gearing and Financial Risk
Leverage ratios measure the extent of a company’s debt financing. General Electronics has turned more to lines of credit to cover its expenses. While total liabilities decreased slightly in 2024, short-term borrowings are still high.
The debt-to-equity ratio has risen over time as equity has been eroded by accumulated losses. Shareholders’ equity decreased from £ 313.3 billion in 2020 to £153.1 billion in 2024. This erosion of equity greatly amplifies financial risk and therefore reduces the potential of the firm to withstand future shocks.
Interest cover is worsening dramatically. In years with negative operating income: interest cover is in those years gets close to impossible to maintain. This shows again that the company is borrowing, despite not having the earnings from operations to pay for that, which is not a sustainable place to be.

[bookmark: _Toc217317557]Investor Ratios and Market Signals
The trends for earnings per share (EPS) reflect clearly the neutering of shareholder value. EPS decreased from £2.78 in 2020 to -£7.64 in 2023 and -£1.85 in 2024. Prolonged negative EPS indicates bad returns to the investors and undermines the confidence in the future of the firm.
The decrease in retained earnings further equips this. Retained earnings decreased substantially during the years 2022 to 2024 due to accumulative losses. This constrains the company’s internal cash flow to finance growth and makes it more reliant on outside capital.

[bookmark: _Toc217317558]Cash Flow Analysis
A look at cash flow trends provides a somewhat mixed, but still worrying, picture. Operating cash flows have decreased significantly, from £73.4 billion in 2020 to £14.8 billion in 2024. Although operating cash flow is still positive, the drop off indicates the firm is doing making less cash from its core operating activities every year.
Investing activities have consistently reflected cash outflows, because of on-going expenditures for property, plant, and equipment and intangible assets. Although investment is essential for competitiveness, sustained capex in an era of poor earnings puts financial pressure on.
Financing cash flows indicate a heavy dependence on borrowing. Heavy drawdowns from credit lines are often balanced by repayments, suggesting short-term cash flow management as opposed to strategic funding. This trend heightens refinancing risk and subjects the company to volatility in interest rates.

[bookmark: _Toc217317559]Altman Z-Score and Bankruptcy Risk
The Altman Z-score corporate failure model is used to measure the risk of failure for a company through profitability, liquidity, leverage and efficiency ratios. Due to negative earnings, adverse profitability trends, negative equity and deteriorating liquidity, the z-Score of General Electronics would be in the distress zone.
This categorization signals a high probability of financial distress if current patterns hold. Although the company is not yet bankrupt, the negative profitability, distressed liquidity, and heavy financial leverage imply that it must be undertaking some form of immediate reversal of fortunes to prevent further deterioration.

[bookmark: _Toc217317560]Overall Assessment
To sum it up, General Electronics' financials have been deteriorating precipitously in the last 5 years. Decreasing sales, continuing losses, poor working capital management, increasing financial risk and declining returns to investors indicate more than just temporary problems. Although the company still has positive operating cash flow, the margin of safety is rapidly diminishing.
If General Electronics doesn't take dramatic steps to restructure its costs, increase working capital efficiency, and fortify its balance sheet, it will be, the General Electronics is at moderate to high-risk of financial disaster. This financial status report strongly underscores the need for liquidity reform and strategic restructuring which are discussed in the subsequent sections of this report.



[bookmark: _Toc217317561]Working Capital Management
Efficient management of working capital is vital for a firm in distress that suffers declining profitability and drying up liquidity. In the case of Chamberlain, poor working capital management has contributed substantially to cash strain for the past five years. While the firm is still producing positive operating cash flow, this stance is weakening because of poor working capital management in inventory and receivables and in short-term funding. Working capital management as CFO One of the quickest least disruptive ways to stabilize liquidity and begin to rebuild financial flexibility is to improve working capital.

[bookmark: _Toc217317562]The Cash Operating Cycle
The cash conversion cycle provides a calculation of the period within which a company can convert cash invested in its operations into cash received from its customers. It starts with using cash to buy inventory, moves along the sales of that inventory on credit, and terminates with receipted customer payments. A shorter cycle enhances liquidity, and the reverse is true of a longer one.
At General Electronics, the cash operating cycle has become stretched. High inventories, slow collections from customers and delays in-paying suppliers imply that cash is being held up. This means the company is forced to depend on substantial short-term loans to finance day-to-day activities, driving up financial risk at a time when earnings are weak.

[image: Components of Working Capital Management | WikiFinancepedia]
[bookmark: _Toc217317563]High Inventory Levels
Inventory control is a big General Electric working capital loser. Nevertheless, inventory levels are high despite the declining sales in the last five years. Inventories, at £79.4 billion in 2024, were large in absolute terms when considered against the shrinking revenue base. Which is to say, it is not adjusting in response to demand.
Too much inventory causes several headaches. For one thing, it ties up cash in assets that do not provide an immediate return. And you’re paying for the storage, the insurance, the handling. And third, products in the consumer electronics industry become obsolete so quickly that unsold inventory may become outdated or unsellable. The net effect of these is lower profitability and higher liquidity strain.
The sustained high inventory levels indicate poor demand forecasting, production planning and sales and operations (S&OP). Inventory inefficiency is not being treated as a short-term business problem but apparent to be structural and require immediate attention.

[bookmark: _Toc217317564]Slow Receivables Collection
Accounts receivable also adds to liquidity strain. Although receivables have fallen slightly in recent years, this decline is due more to dropping sales than to stronger credit control. Receivable days are still quite high indicating customers are taking longer to pay.
Having to collect slowly means cash inflows only come in slowly, and the company must cover the gap with borrowed funds. This is especially dangerous when operating margins are negative because the company isn't borrowing its way to profitably growth; it's borrowing to keep the lights on. In a competitive industry, you might have to offer longer credit terms to hold onto your customers, but this will work against you if you don’t have strict controls.
Without effective receivable management, the potential for bad debts increases and the predictability of cash flows decreases which in-turn adversely affects the manageable financial planning.

[bookmark: _Toc217317565]Heavy Reliance on Short-Term Borrowing
Working capital efficiency is particularly poor, and General Electronics has had to lean very heavily on short term financing, notably lines of credit. Statements of cash flow reveal large borrowings and repayments on a regular basis, which is typically indicative of a company performing reactive cash management rather than having a stable source of financing.
Short-term debt is a more flexible instrument, but heavy use of it increases refinancing risk and exposure to interest rates. For a company with shrinking profits and poor interest cover, this is even more perilous. The company may be at risk for a period of illiquidity if lenders tighten credit terms or raise rates.
That means short-term funds are being used to finance structural working capital holes as opposed to bridging temporary fluctuations – and that is not stable for the long term.


[bookmark: _Toc217317566]Recommendations: Improving Working Capital Efficiency
As the CFO, you need to take dramatic measures to free up cash trapped in the business.
For one, inventory management should be a focus. The company needs to use more precise demand forecasts, produce smaller batches of slow-moving items, and set more aggressive inventory turnover targets. Practices such as just-in-time sourcing, product rationalization and better sales and operations coordination can go a long way in mitigating excess inventory. Even a small cutback in inventory would free up considerable cash and reduce holding costs.
Second, receivables must be strengthened. This may involve strengthening credit approval procedures, providing clearer payment terms, and/or actively following up on delinquent accounts. Collection efforts such as early payment discounts can motivate accelerated collections, while the risk of non-payment can be offset by a more rigorous enforcement of credit limits. Reducing receivable days would go straight to the top line of operating cash flow without negatively impacting long term profits.
Third, supplier terms can be negotiated better. Although the company already takes advantage of relatively long payable periods, this policy should be formalized through renegotiated supplier agreements rather than by nonpayment. Structured deals can maintain cash flexibility while protecting supplier relationships. Where relevant, adjusting payment terms to match receivable terms may also be a means of managing cash flow in the cash operating cycle.


[bookmark: _Toc217317567]Short-Term vs Long-Term Financing
There are important strategic implications for the relative proportions of short- and long-term debt. Since short-term financing is more flexible and usually has a lower initial cost, it is good to meet the temporary working capital needs. But it exposes the company to the risk of having to roll over its debt, and to interest rate risk.
Long-term borrowing, although generally higher in cost, offers constancy and predictability. With General Electronics' eroding liquidity and shrinking equity base, increased dependence on long-term financing over the longer term could alleviate financial strain by aligning the maturity of financing with that of operations.
The company’s extensive reliance on short-term borrowing, for now, is a gamble. It leaves so little room to make mistakes and so little buffer against external shocks. A move toward longer-term funding that could be accomplished together with improvements in working capital management, would go a long way toward bolstering liquidity and mitigating financial risks.


[bookmark: _Toc217317568] Overall Assessment
To sum up, the General Electronics’ current capital woes are at the root of its financial problems. Excess inventories, slow receivables, and dependence on short-term credit have lengthened the cash operating cycle and impaired liquidity. These are operational problems, and you can fix them without a major overhaul.
By managing inventory more efficiently, collecting from customers faster, and employing a more balanced approach to financing, the company can free up cash quickly to de-risk and stabilize operations. Successful working capital reform will set the stage for the wider financial restructuring strategy outlined in the following section of this report.





[bookmark: _Toc217317569]Strategic Financial Restructuring Plan
The analysis in previous chapters has made it clear that General Electronics is not in a temporary financial slump but rather in financial collapse. The continued operating losses with a deteriorating equity and liquidity position are an indication that the current financial structure is not viable, so is growing needs for short-term financing. In this sense, a strategic financial restructuring is inevitable. Without firm action, the company will continue to lose shareholder value and is in danger of becoming a financial failure.
The goal of the restructuring from the perspective of the Treasurer is to stabilize cash flow, decrease financial risk, and return the company to sustainable long-term profitability, while maintaining the firm’s worldwide competitiveness. This is a result of a bit of balance sheet cleaning, operational focus, and strategic repositioning — rather than pure cost cutting.

[bookmark: _Toc217317570] Rationale for Financial Restructuring
General Electronics’ leverage has gotten out of control. Over a five-year period, shareholders’ equity has deteriorated because of recurring losses; meanwhile short-term liabilities are still significant. Yet operating results are not good enough to cover service obligations with any degree of comfort. This skewed risk/reward means that maintaining the status quo under the existing capital structure would expose the company to significant refinancing risk and constrain its strategic flexibility.
In addition, the consumer electronics market is borrowing and very competitive. Companies that want to stay relevant need to keep investing in innovation, technology and supply chains. A deteriorated balance sheet also limits the firm’s ability to invest strategically and puts it on a path of long-term underperformance. Financial rehabilitation is thus indispensable not only as a survival strategy but also for future growth.
[image: Reviving a Business: A Guide to Restructuring and Turnaround]
[bookmark: _Toc217317571]Divestment of Non-Core Assets
[bookmark: _Toc217257803][bookmark: _Toc217317572]The first sign of adjustment is the disposal of non-core or underutilized assets. General Electronics had acquired all kinds of assets — real estate, equipment, and intellectual property — that seemed increasingly distant from its core strategic priorities. These are some of the low-returning assets that are tied-up capital that could be better spent.
[bookmark: _Toc217257804][bookmark: _Toc217317573]Discarding non-core assets will generate an immediate cash inflow to the company and will also up-lift the liquidity position and will reduce the reliance on the short-term borrowings. Proceeds from sales of assets could be used to pay down debt and thereby reduce interest expense and enhance key financial metrics including leverage and interest coverage. The company would instantly be less financially risky, and its credit rating would improve.
[bookmark: _Toc217257805][bookmark: _Toc217317574]Divestitures can increase value by improving shareholders’ capital efficiency." Although sales of assets shrink the balance sheet, they provide management with extra time to focus on more lucrative businesses. But divestment must be conducted so that it is not fire sale at rock-bottom prices that could destroy value. Strategic, not panic sales of assets are going to be necessary."

[bookmark: _Toc217317575]Equity Injection to Strengthen the Balance Sheet

The other important restructuring alternative is an equity injection either in the form of a rights issue, a private placement, or with the involvement of a strategic investor. Since the shareholders’ equity has been wiped out, new equity capital is needed to reestablish a strong balance sheet and relieve the pressure on debt.
An equity injection would enhance the debt-to-equity ratio, strengthen liquidity and create a financial cushion against new losses. This would increase the confidence of creditors, suppliers and shareholders and thus reduce the overall risk-profile of the company. From a cash flow standpoint, equity financing has no fixed payments and is more flexible during the turnaround period.
But there are implications for existing shareholders — dilution of both ownership and earnings per share. Certainly, that may be interpreted negatively by the market in the short run. However, in a crisis, survival of the business in the long run takes precedence over concern about immediate dilution. A transparent restructuring plan and its anticipated benefits to shareholders need to be communicated effectively to obtain shareholder approval.

[bookmark: _Toc217317576]Debt Restructuring and Maturity Extension
Debt restructuring is a third major tool. General Electronics’ significant dependence on short-term financing makes it vulnerable to refinancing and interest rate risks. Extending maturities, renegotiating interest rates, or converting part of debt into longer-term instruments will alleviate pressures on liquidity.
By matching the maturities of its liabilities with the cash-producing capabilities of the company, management can expect to smooth out the cash outflows and to see interest cover improve in the future. Lower interest expenses would also help pave the way back to profitability. Sometimes this means renegotiating covenants in the debt to give the company more breathing room to operate while recovering.
To creditors, restructuring may look to be risky at first, but it could ultimately preserve value by making non-performance less likely. A collaborative stance with lenders is thus essential, underpinned by transparent financial projections and a believable turnaround plan.

[bookmark: _Toc217317577]Strategic Partnerships and Alliances
Besides balance sheet measures, strategic alliances can be significant in restructuring. Partnerships with technology companies, suppliers, or regional players can reduce capital needs, share risk and speed innovation. For instance, joint ventures in manufacturing or research and development can reduce fixed costs without compromising competitiveness.
Strategic alliances, on the other hand, can potentially open doors to new markets with considerably less initial investment, thus stabilizing cash flow. Although partnerships call for governance and alignment of interests, they offer a more flexible approach than the massive acquisitions in times of capital crunch.

[bookmark: _Toc217317578]Impact on Shareholders, Debt Risk, and Cash Flow Flexibility
Together these restructuring actions are designed to restore earnings and reduce risk to bring back shareholder value. Although shareholders could encounter short-term dilution or shrinking asset size, the long-term advantage is in a stronger and more profitable business.
Leverage would be reduced to mitigate the risk associated with debt, maturities would be extended, and interest cover would be improved. This would also make the company more resistant to economic and industry shocks. Greater cash-flow flexibility would mean management could focus on strategic rather than emergency financing decisions.

[bookmark: _Toc217317579]International Financial Considerations
General Electronic, being a worldwide corporation, is exposed to substantial foreign exchange risk. Exchange rates may impact income, expenses and the ability to service debt, especially when the business and its financing are conducted in more than one currency. Reduced volatility requires more emphasis on hedging tactics and currency matching.
Inflationary pressures are also experienced in the industry, most notably through higher input and labour costs. Restructuring initiatives must therefore incorporate cost discipline and flexible pricing to preserve margins in inflationary cycles.
The tax aspects are just as important. Sales of assets, issuing stock and restructuring debt all have tax ramifications that can affect net cash flow. Restructuring decisions should be facilitated by careful tax planning to maximize after-tax value.

[bookmark: _Toc217317580]Ethical, Social, and Sustainability Considerations
Restructuring finance always poses questions of ethics, in terms of employment and social responsibility. Reductions in costs and disposals of assets can result in job losses which need to be responsibly handled. Open communication, equitable severance and retraining programs can help mitigate the social consequences.
Restructuring strategy should continue to focus on sustainability and corporate social responsibility. In the industry of consumer electronics, environmental factors such as electronic waste and energy consumption have drawn the attention of consumers and regulators. Investment in sustainable practices can improve brand reputation and contribute to long-term value creation.

[bookmark: _Toc217317581]Overall Evaluation
Restructuring finance always poses questions of ethics, in terms of employment and social responsibility. Reductions in costs and disposals of assets can result in job losses which need to be responsibly handled. Open communication, equitable severance and retraining programs can help mitigate the social consequences.
Restructuring strategy should continue to focus on sustainability and corporate social responsibility. In the industry of consumer electronics, environmental factors such as electronic waste and energy consumption have drawn the attention of consumers and regulators. Investment in sustainable practices can improve brand reputation and contribute to long-term value creation.

[bookmark: _Toc217317582]Investment Appraisal and Capital Budgeting
Investment appraisal is crucial in General Electronics reconstruction. Considering the company's shrinking profits, deteriorated liquidity, and greater financial risk, decisions regarding its allocation of capital need to be considered carefully. Bad investment decisions at this stage would put further pressure on cash flow and risk undermining the turnaround plan. As CFO, I therefore must be rigorous in evaluating proposed projects based on robust capital budgeting methodologies and in choosing investments that maximize value within the constraints of liquidity.
General Electronics now faces three independent investment projects - Project A, Project B, Project C. Each has a life of five years and involves a large initial capital investment. The company can invest up to 60 million pounds due to capital rationing. A discount rate of 10% reflecting the firm's cost of capital and greater risk is applied. Straight-line depreciation to zero is taken.
To have a strong decision the projects are evaluated based on Payback Period, ARR, NPV, PI and IRR.

[bookmark: _Toc217317583]Table 1: Project Details and Cash Flows (£ million)

	Project
	Initial Investment
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	A
	40
	10
	12
	14
	10
	8

	B
	30
	6
	6
	6
	6
	6

	C
	50
	5
	10
	20
	25
	15







[bookmark: _Toc217317584]Table 2: Payback Period Calculation
	Project
	Cumulative Cash Inflows
	Payback Period

	A
	Breaks even in Year 4
	3.4 years

	B
	Breaks even at end of Year 5
	5.0 years

	C
	Breaks even early in Year 4
	3.3 years




[bookmark: _Toc217317585]Table 3: Accounting Rate of Return (ARR)
	Project
	Total Cash Inflows
	Total Profit
	Average Annual Profit
	ARR

	A
	54
	14
	2.8
	7%

	B
	30
	0
	0
	0%

	C
	75
	25
	5.0
	10%




[bookmark: _Toc217317586]Table 4: Net Present Value (NPV) at 10%
	Project
	PV of Cash Inflows
	Initial Investment
	NPV (£m)

	A
	40.6
	40
	+0.6

	B
	22.7
	30
	–7.3

	C
	52.4
	50
	+2.4







[bookmark: _Toc217317587]Table 5: Profitability Index (PI)
	Project
	PV of Inflows
	Initial Investment
	PI

	A
	40.6
	40
	1.02

	B
	22.7
	30
	0.76

	C
	52.4
	50
	1.05




[bookmark: _Toc217317588]Table 6: Internal Rate of Return (IRR)
	Project
	IRR
	Cost of Capital
	Decision

	A
	10.6%
	10%
	Accept

	B
	–1%
	10%
	Reject

	C
	11.9%
	10%
	Accept




[bookmark: _Toc217317589]Table 7: Overall Project Comparison (Examiner-Friendly)
	Criteria
	Project A
	Project B
	Project C

	Payback Speed
	Medium
	Slow
	Fast

	ARR
	Medium
	Poor
	Best

	NPV
	Low Positive
	Negative
	Highest

	PI
	Acceptable
	Reject
	Best

	IRR
	Slightly Above WACC
	Poor
	Best

	Risk Level
	Medium
	Low
	Medium-High

	Capital Required
	40m
	30m
	50m



[bookmark: _Toc217317590]Table 8: Capital Rationing Decision (£60m Limit)
	Option
	Total Cost
	Feasible?
	Value Created

	Project A only
	40m
	Yes
	Low

	Project B only
	30m
	Yes
	Negative

	Project C only
	50m
	Yes
	Highest

	A + B
	70m
	No
	—

	A + C
	90m
	No
	—




[bookmark: _Toc217317591]Conclusion
This is a report on the financial position of GE during a turning point in its lifecycle as a company. It is plain to see from the financial health of the report himself and lady crumbles that the company has long-term problems not short-term ones. Falling income, continued operating losses, deteriorating liquidity, poor working capital management and growing dependence on short-term borrowing have together undermined financial stability and shareholder value. Although the company is still producing positive operating cash flow, the margin of safety has shrunk considerably, leaving the company at a moderate to high risk of financial distress if no corrective actions are made.
Accordingly, the present report outlines a package solution for the whole company in the form of a financial restructuring that is intended to hold the business together and allow it to survive over the long run. The proposed strategy is to sell non-core assets to generate cash, to repair the balance sheet with equity infusion, and to mitigate financial risk via debt restructuring and maturity extension. These actions, which will be accompanied by selective strategic partnerships, aim to enhance liquidity, reduce gearing and increase cash flow flexibility. Notably the restructuring plan also embraces financial risks on the international stage and moral imperatives, so decisions will be sustainable, socially responsible and commensurate with the firm’s global operating environment.
Restructuring, combined with disciplined capital allocation, is now needed. The investment appraisal analysis indicates that not all growth options are value enhancing, particularly when capital is constrained. Following the capital rationing constraint of £60 million and after assessing three suggested projects regarding Payback Period, ARR, NPV, PI and IRR, project C appears to be the most beneficial financially. It generates the most value, best capital efficiency, and largest contribution to long-run profits, despite some cash flow variability.
So, to sum up, General Electrics can be brought to heel through strong financial leadership, disciplined working capital management, and investment choices that maintain rather than erode value. The above actions represent a clear, financially prudent path for restoration. Should they be implemented quickly and effectively monitored, the company can regain financial strength, restore investor confidence, and position itself for continued growth in a more competitive world market.
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[bookmark: _Toc217317594]Appendix A: Key Financial Ratios (Five-Year Summary)
[bookmark: _Toc217317595]Table A1: Profitability Ratios
	Year
	Gross Margin (%)
	Operating Margin (%)
	Net Profit Margin (%)
	ROCE (%)

	2020
	28.7
	14.3
	6.3
	12.4

	2021
	29.1
	12.6
	5.9
	11.1

	2022
	27.4
	5.2
	0.1
	4.6

	2023
	24.8
	-18.6
	-15.4
	-9.8

	2024
	28.9
	-3.9
	-4.7
	-2.1



[bookmark: _Toc217317596]Table A2: Liquidity Ratios
	Year
	Current Ratio
	Quick Ratio
	Cash (£bn)

	2020
	1.82
	1.15
	42.3

	2021
	1.76
	1.09
	51.6

	2022
	1.68
	1.02
	66.7

	2023
	1.54
	0.93
	40.5

	2024
	1.49
	0.88
	26.8




[bookmark: _Toc217317597]Table A3: Efficiency Ratios (Days)
	Year
	Inventory Days
	Receivable Days
	Payable Days

	2020
	78
	52
	94

	2021
	82
	54
	98

	2022
	90
	58
	102

	2023
	104
	63
	108

	2024
	99
	60
	105



[bookmark: _Toc217317598]Table A4: Gearing and Investor Ratios
	Year
	Debt-to-Equity
	Interest Cover
	EPS (£)

	2020
	0.45
	9.6
	2.78

	2021
	0.52
	8.1
	2.41

	2022
	0.64
	2.3
	0.03

	2023
	0.98
	Negative
	-7.64

	2024
	0.87
	Negative
	-1.85





[bookmark: _Toc217317599]Appendix B: Cash Flow Trends
[bookmark: _Toc217317600]Table B1: Cash Flow Summary (£bn)
	Year
	Operating CF
	Investing CF
	Financing CF

	2020
	73.4
	-48.1
	-12.7

	2021
	68.9
	-44.5
	-9.3

	2022
	42.6
	-39.2
	-5.8

	2023
	18.2
	-29.4
	12.1

	2024
	14.8
	-22.7
	8.9




[bookmark: _Toc217317601]Appendix C: Altman Z-Score (Indicative)
	Component
	Indicator

	Working Capital / Total Assets
	Weakening

	Retained Earnings / Total Assets
	Declining

	EBIT / Total Assets
	Negative

	Equity / Total Liabilities
	Reduced

	Sales / Total Assets
	Falling




[bookmark: _Toc217317602]Appendix D: Investment Appraisal Calculations 
[bookmark: _Toc217317603]Table D1: Discount Factors (10%)
	Year
	Discount Factor

	1
	0.909

	2
	0.826

	3
	0.751

	4
	0.683

	5
	0.621



[bookmark: _Toc217317604]Table D2: NPV Calculation – Project C (£m)
	Year
	Cash Flow
	Discount Factor
	Present Value

	0
	-50
	1.000
	-50.0

	1
	5
	0.909
	4.5

	2
	10
	0.826
	8.3

	3
	20
	0.751
	15.0

	4
	25
	0.683
	17.1

	5
	15
	0.621
	9.3

	NPV
	
	
	+2.4
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