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[bookmark: _Toc216554266]Introduction
As the new Chief Financial Officer of General Electronic (GE), this report is about the existential crisis of our firm. We are in the competitive consumer electronics business, high levels of technological obsolescence, intense price competition around the world and weak supply chains. After five years of plunging financial performance, the Board has presented me with an urgent briefing: identify some of the causes of our financial distress and recommend a data-founded turnaround plan. This plan must be economically viable, globally viable and ethical bearing in mind of our fiduciary duty of all stakeholders e.g. employees, suppliers, customers etc.
The challenge is profound. The information indicates that GE is caught in a spiralling circle of dangerous drops in sales, vanishing profitability, and a desperate liquidity impasse that jeopardizes our solvency. Only a Superficial and cost reduction would not do the trick; this cycle has to be broken by a profound and structural change. This report shall start with a Financial Health Check, through different ratio analysis and accepted models like the Altman Z-Score, to achieve a clean baseline of our precarious position. This diagnosis is then succeeded by the concretized examination of our critical Working Capital Management failures and the spotting of the operational inefficiencies strangling our corporate cash flow.
On the basis of this diagnosis, a radical Strategic Restructuring Plan will be suggested that is aimed at radically re-shaping the business, to de-leverage our dangerously over-extended balance sheet and to refocus limited resources on our ultimate value-creating activities. Lastly, there is an Investment Appraisal of the growth prospects of the future which is done with strict capital rationing on a realistic constraint, which brings the report to a close. The combining analysis leads to a final Board action recommendation, creating a consistent and rational direction toward the survival of GE and future recovery to prosperity and market leadership.

[bookmark: _Toc216554267]Section 1: Financial Health Check
The basic step of any corporate turnaround is an unflinching and objective diagnosis of the condition of the company, free of historical prejudices or internal politics. This section provides a detailed analysis of General Electronics financial statements between 2020 and 2024 to identify key trends, critically assess the causes, and measure the increasing risk profile of the firm in addition. The detailed calculation of all the metrics can be found in Appendix A and B.

[bookmark: _Toc216554268] Full Ratio Analysis
A complete ratio analysis gives a multi-dimensional picture about the company's performance into the important arena of profitability, liquidity, efficiency, and solvency. The results, based on the given financial statements, are summarised below.
Table 1: Key Financial Ratios for General Electronics (2020-2024)
(This summary table is derived from the detailed calculations in Appendix A)
	Ratio Category
	Ratio Name
	2024
	2023
	2022
	2021
	2020

	Profitability
	Gross Profit Margin
	28.87%
	23.20%
	28.06%
	28.76%
	28.68%

	
	Operating Profit Margin
	-3.87%
	-20.29%
	2.68%
	3.87%
	6.06%

	
	Net Profit Margin
	-6.09%
	-23.36%
	0.07%
	0.88%
	6.28%

	
	Return on Equity (ROE)
	-15.69%
	-54.91%
	0.15%
	1.92%
	12.31%

	Liquidity
	Current Ratio
	1.53
	1.61
	1.56
	1.56
	1.82

	
	Quick Ratio (Acid-Test)
	1.03
	1.06
	0.91
	0.93
	1.15

	Efficiency
	Days Inventory O/S (DIO)
	103.1
	99.8
	131.0
	114.5
	100.2

	
	Days Sales O/S (DSO)
	105.5
	97.4
	75.5
	78.4
	76.8

	Gearing
	Debt to Equity Ratio
	111.20%
	98.90%
	87.84%
	84.94%
	62.88%

	Investment
	Earnings Per Share (EPS) (£)
	-1.85
	-7.64
	0.03
	0.39
	2.78



[bookmark: _Toc216554269] Critical Analysis of Trends, Strengths, and Threats
The data in Table 1 shows that a company is in precipitous decline. A comprehensive review suggests that there are no obvious financial strengths left to build on; the threats are many, interrelated and serious, requiring immediate and systemic intervention.
Profitability Collapse: The most disturbing tendency is the catastrophic drop of profitability. The Operating Profit Margin that is a critical calculation of the health of the core business of a firm before the dilutive effect of financing and taxation has declined to a respectable 6.06 in 2020, then to a very low of -20.29 in 2023, and finally to a recovery, albeit minor, but still a very negative -3.87 in 2024. This is not a cyclical downturn; it is a structural failure of the business model. One can find the smoking gun in the 2023 cash flow statement: a stunning impairment of goodwill of £49 billion. This is not merely an accounting adjustment, but rather an admission without doubt that a large acquisition in the past, then presumably at the peak of the market, simply has not delivered the expected synergies or returns. This implies inefficient strategic decision-making and incompetent due diligence on the top of the organization. Other than this one off (but huge) occasion, the gradual decrease in margins hints at stiff price competition among less cumbersome market players, failure to manage surging operating costs, or both, and an underlying inability to realized profit through sales. The comparatively stabilized Gross Profit Margin is rather an indication of a problem that is not related to direct production costs, as much as it is a failure of goodwill impairment in £49 billion in the year 2023.
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As indicated in Figure 1, collapsing margins are directly correlated with the impairment of the goodwill that did not work out in 2023 of £49 billion. This is not a new change but a concession of a significant, unsuccessful purchase, which has to mean poor strategy and due diligence. In addition to this, a reduction in margins is a clear indication of very stiff competition and skyrocketing prices, which is a case of being unable to make a profit.
Liquidity Squeeze: At first glance, the Current Ratio is misleadingly smooth, floating in the relative position of an apparently healthy 1.5. This is however a dangerous misinterpretation of the actual liquidity status of the company. The fixed balance sheet ratio may obscure the active existence of cash flow. A comparison of Consolidated Cash Flow Statement indicates that the company has a net cash burn of £23.99 billion in 2023 and £15.97 in 2024. This is losing the company cash at a rate that is going to render it insolvent in the foreseeable future unless it is checked. The Current Assets behind the Current Ratio are also deteriorating since a large part of them has been locked up in slow-moving inventory that may not be converted back to cash at the book value. The Quick Ratio, but wisely eliminating the inventory, raises a far more stern warning. GE also had insufficient liquid assets to fund its short-term obligations even then and thus this dropped below the critical threshold of 1.0 in 2022 and 2021. This was a definite foreshadowing of the current crisis that seemingly went unnoticed.
Operational Efficiency Decline: The underlying working operational problem that has led to the liquidity crisis is the severe and aggravating decline in working capital efficiency. The Days Sales Outstanding (DSO) which was at a manageable level in 2020 with a value of 76.8 days has now grown into a frightening 105.5 days in 2024. Practically, we are about a month behind where we were 5 years ago in gathering cash of our sales. This can be an attempt to shamelessly sustain declining sales with offer of excessively generous credit conditions to channel members and large customers, in effect, purchasing revenue, at the expense of cash flow. Otherwise, there is a possibility that it is a declining customer base, which is financially strained itself. In any case, it puts a huge sum of money of receivables. To add to this, the Days Inventory Outstanding (DIO) has been relentlessly high reaching a catastrophic 131 days in 2022. This implies a severe mismatch between when we manufacture and when we actually sell our products, and that will lead to lots of capital being held up in warehouses, and the possibility that inventory is going to be outdated in our fast-paced technological sector.
Spiralling Gearing and Financial Risk: Solvency of the company directly is in danger of increasing leverage. The Debt-to-Equity ratio has almost doubled from the manageable 62.88% in 2020, to the highly precarious 111.20% in 2024. This means that creditors now have a greater claim over the company's assets than the shareholders, a dangerous situation. This is a result of a devastating dual effect: equity is being systematically destroyed by a series of consecutive years of massive net losses wiping out retained earnings and debt is simultaneously increasing as desperate attempts are made to draw on lines of credit simply to fund day-to-day operations. This increased leverage results in a violently increased financial risk, and we are highly sensitive to even minor business shocks or interest rate increases. It makes our cost of capital increased significantly making any potential recovery more difficult and expensive as noted on Modigliani & Miller theory (1958) theories on the costs of financial distress.
)
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“Note: In the calculation of  (Market Value of Equity / Total Liabilities), the Book Value of Equity has been used as a proxy due to the unavailability of market capitalization data”
Figure 2 shows a perilous 'jaws of death' scenario: sustained losses erode shareholders' equity while debt rises to fund cash deficits, threatening negative equity Such a volatile expansion of leverage intensifies the financial risk, which becomes difficult to recover, as described in this theory by Modigliani and Miller (1958) regarding financial distress costs.
Shareholder Value Destruction: The whole of this multi-faceted failure can be encapsulated in this single phrase: The destruction of shareholder value. The Earnings Per Share (EPS) has fallen from a healthy profit rate of £2.78 in 2020 to a horrendous loss of -£7.64 in 2023 and -£1.85 in 2024. Return on Equity (ROE), the key metric of how well management is utilizing the capital of shareholders to generate profit has declined from a positive 12.31% to a whopping -54.91% in 2023. This is not merely under-performance; it is a complete failure in stewardship as well as a classic breach of the fiduciary responsibility owed to the owners of the company.
[bookmark: _Toc216554270]Corporate Failure Prediction: Altman Z-Score
To quantify the increasing threat of bankruptcy, the Altman Z-Score model was applied. This empirically tested model developed by Edward Altman in 1968, predicts the likelihood of bankruptcy for a company by means of a weighted combination of financial ratios over a two-year horizon. The model is especially relevant for a manufacturing-oriented firm such as General Electronics.
Formula: Z = 1.2(X₁) + 1.4(X₂) + 3.3(X₃) + 0.6(X₄) + 1.0(X₅)
Table 2: Altman Z-Score Results for General Electronics (2020-2024)
(Full calculations are located in Appendix B)
	Year
	Z-SCORE
	Interpretation Zone

	2024
	2.83
	Grey Zone (Caution)

	2023
	2.21
	Grey Zone (Caution)

	2022
	3.80
	Safe Zone

	2021
	4.04
	Safe Zone

	2020
	4.55
	Safe Zone


Analysis of Z-Score:
The path of the Z-Score is an extreme quantitative validation of the qualitative analysis. GE has plummeted from a very "Safe" score of a 4.55 in 2020, way above the 2.99 threshold, into the "Grey Zone" (1.81 < Z < 2.99) for the two previous years. 
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Figure 3 charts the decline, showing the Z-Score breaching the 'Safe Zone' after 2022 and heading towards the 'Distress Zone'. The trend makes distress a matter of when, not if, without immediate intervention. The Z-Score is a clear, objective, and urgent call for Board action.
The score of 2.21 in 2023 constituted a severe warning, and though the 2.83 in 2024 reflects a small improvement (probably due to the lack of the massive impairment charge), the score is still clearly in a zone that indicates a material and elevated likelihood of bankruptcy.
The main causes of this fall have been the collapse in the core profitability component (X3), which went abruptly negative, and the deterioration of the solvency component (X4), which has nearly halved since 2020. the company is not in the "Distress Zone" (Z < 1.81), yet, the pace, at which the decline is taking place is the most crucial. The drop of more than 2.3 points is extremely fast in 5 years. The trend cannot be denied and reflects the fact that in case no radical and immediate action is taken then there will be a shift to the distress category, but not whether, but when. Here, it is essential to note the constraints of models like this one - they assume the work on past accounting data and cannot predict the effectiveness of external shocks and the effectiveness of future strategies. However, Z-Score as a diagnostic tool provides an objective, clear and eminent call to action by the Board.
[bookmark: _Toc216554271]Section 2: Working Capital Management Analysis
The financial health check disclosed a dire liquidity crisis, which originates in the severe liquidity wastefulness, the biggest danger of being upon GE in the shortest time achievable. This section further details how the company addressed the working capital management by quantifying the problem based on the Cash Conversion Cycle and proposing definite and actionable changes to restart the cash moving back to health.
[bookmark: _Toc216554272] Cash Conversion Cycle (CCC) Assessment
Cash Conversion Cycle or CCC is a very significant measure that indicates the number of days that the company takes to alter its investment in inventory and other assets to cash through sales. A long or lengthening CCC is a sign of a wide funding gap that will need to be filled through debt or equity, which will put pressure on the balance sheet.







Table 3: Cash Conversion Cycle (CCC) for General Electronics (2020-2024)
(Full calculations are located in Appendix C)
	Component (in Days)
	2024
	2023
	2022
	2021
	2020

	Days Inventory Outstanding (DIO)
	103.1
	99.8
	131.0
	114.5
	100.2

	Days Sales Outstanding (DSO)
	105.5
	97.4
	75.5
	78.4
	76.8

	Days Payable Outstanding (DPO)
	93.3
	64.6
	66.5
	74.9
	69.1

	Cash Conversion Cycle (CCC)
	115.3
	132.6
	140.0
	118.0
	107.9
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Analysis of CCC:
The opinion of the CCC analysis gives a deep-seated and increasing inefficiency at the heart of the operations of GE. This is with highest levels of 140 days in 2022 and directly compared with bloated inventory levels (DIO of 131 days). It represents a virtual collapse of sales forecasting and inventory management leaving billions of capitals unused and at the edge of writing them down.
Critically, the following decline of the CCC to 115.3 days in 2024 does not represent the effect of recovery, but rather an indicator of greater distress. This seemingly positive change is almost solely attributable to the drastic rise in Days Payable Outstanding (DPO) which has risen by an average of 69 days in 2020-2023 all the way to 93.3 days in 2024. This depicts that GE is not becoming efficient, it is just delaying payments to its suppliers. This is known as stretching payables, a short-term unsustainable cash hoarding technique that has the dire side-effect of damaging, critical supplier relationships, threatening to disrupt our supply chain as suppliers would demand cash on delivery, and which on our corporate reputation. As Deloof (2003) showed, although effective working capital management will help increase profitability, engaging in certain strategies, such as stretching payables, may be symptomatic of extreme financial duress and turn out to be a self-fulfilling prophecy of failure.
[bookmark: _Toc216554273] 	Recommendations for Liquidity Improvement
Urgent, aggressive, and systematic changes to working capital management are urgently needed as part of change to burn the cash and regain operational stability. I suggest a three-pronged, immediate strategy to tackle the problem - it is:
Inventory Management Overhaul: The chronically high DIO should be tackled immediately. I propose the implementation of a phased Just-In-Time (JIT) inventory system for key production lines in order to reduce raw material holdings and cut down warehousing costs. Furthermore, we have to invest in advanced demand forecasting analytics, taking advantage of artificial intelligence (AI) and machine learning, and better match production needs / real-time sales data. An immediate task is to form a task force to provide a full inventory audit, identifying all obsolete and slow-moving stock and preparing a plan for its liquidation, even at a heavy discount, to provide an immediate cash windfall and free up valuable warehouse space.
Disciplined Receivables Management: The uncontrolled growth in DSO is to be reversed. The development and strict implementation of a new, firm-wide credit policy also have to be developed, which utilizes advanced credit scoring models of new customers to reduce default risk. To our current customers, we will incorporate a structure system of early payment discounts (e.g. 2% discount in case of payment made within 10 days) to entice quick cash collection. An internal collections team will be resourced and empowered to be as vigorous as possible in its collection of overdue accounts with specific protocols of escalation. This is not simply a matter of gathering cash, but of restoring fiscal discipline in our business interactions and sending a message to the market that we are becoming stronger in our ways.
Strategic Payables Management: We need to abandon the disastrous and unprofessional practice of unilaterally stretching payables. Instead, I would recommend that I be the one to initiate the process by taking a formal role in meeting with our major strategic suppliers with a view to renegotiating payment terms in a broader partnership dialogue. Parallel to this, we will research and apply the concept of supply chain financing (or reverse factoring). This new solution has seen our suppliers receive the balance earlier at a small discount at a partner bank, with us retaining (or even extending) our terms with the bank. This maintains important supplier relationships and provides stability of the supply chain whilst still optimising our corporate cash flow.
[bookmark: _Toc216554274] 	Short-term vs. Long-term Financing Strategy
The company's current financing strategy is reactive, unsustainable and dangerous. The balance sheet indicates a huge and growing dependence on short-term " Lines of credit" (£37 billion outstanding in 2024). This puts GE at high refinancing risk; if our lenders lose confidence and will not roll over this debt, the company faces immediate insolvency. Furthermore, this debt is likely to have high variable interest rates, as well as restrictive covenants which constrain our strategic flexibility and ability to invest.
The problems identified - structural unprofitability, failed acquisitions and deep operational inefficiencies - are not temporary cyclical problems. Therefore, a short-term financing fix is entirely unsuitable. A sustainable turnaround can only be built on a stable and long-term capital base. According to the pecking order theory of financing hierarchy, first articulated by Myers and Majluf (1984) firms tend to prefer internal financing followed by debt and as a last resort, external equity. GE's internal funds (retained earnings) are exhausted and negative. Its high gearing is such that issuing new debt is very risky and incredibly expensive. Therefore, we have come to the end of the pecking order. The logical, and indeed only, viable next step is a substantial injection of new equity capital. This will provide the permanent capital needed to absorb losses, fund the restructuring and provide the stable foundation to the future without the constant and unnerving pressure of short-term debt renewals.


[bookmark: _Toc216554275]Section 3: Strategic Financial Restructuring Plan.
[bookmark: _Toc216554276] 	Recommended Restructuring Options
I propose an integrated, three-part restructuring plan to be executed in parallel, as each element is mutually reinforcing:
Divestiture of Non-Core/Underperforming Assets: This to us takes the top priority. The impairment of £49 billion goodwill in 2023 indicts a previous acquisition which is proved to have destroyed value. I suggest the adoption of an immediate selling process to this whole division. This kind of divestiture even at a deeper accounting loss is strategically necessary and will fulfil three important goals:
1. Work to create deep meaningful cash flow to de-debt the balance sheet by paying a significant amount of debt.
1. Get rid of a cause of operating losses and managerial distraction and instantly enhance group profitability and margins.
1. Permit top-level management to devote its time and funds to the actual business areas, a philosophy called by Tom Peters as sticking to the knitting, which is one of the major rules of winning a corporate turnaround.
Strategic Equity Injection: A divestiture in itself may not be sufficient capital or bring back market credibility. The search therefore must be made vigorously and a strategic partner with a proven history of turnaround in the tech industry, preferably a reputable private equity firm, should be sought to make a large equity investment in GE. The infusion of such capital is essential in the healing of a viable Debt-to-Equity ratio and the survival of the company. In addition to money, a partner grants the company external legitimacy, experience in its operations and degree of control and discipline that was pivotal in the turnaround. This is a high cost of dilution to the current shareholders. Nonetheless, and as Jensen (1986) postulated in terms of agency expenses, this externality of discipline is a potent weapon against managerial inefficiencies. The alternative to dilution is the destruction of their investment in the event of bankruptcy.
Comprehensive Debt Restructuring: The money we will raise in the divestiture and equity injection would need to be used to radically restructure our liquidity framework. The high-priority treatment is given to the high-cost and short-term credit lines with existence refinancing risk. This will allow us to ask remaining lenders to join our team with a new strength to reprofile our debt. This is aimed at replacing current facilities to long term bonds or loans with better interest rates, extended maturities and less restrictive covenant. This will match the maturity profile of our debt to our long-term assets and multi-year recovery plan.
[bookmark: _Toc216554277]Impact on Shareholder Value, Debt Structure, and Flexibility
The plan proposed will have a profound and transformative effect on every aspect of the company.
Shareholder Value: The short-term blow will be short-lived and hurtful. The fall in sale at a loss and a highly dilutive equity issue will both impact the share price negatively but is a required reset. The long-term effect will be excessively positive. Through the restructuring of a leaner, more focused, and profitable company with a strengthened balance sheet, we build a credible trajectory towards sustainable earnings growth. Financial markets encourage transparency, less risk, and stable income; this strategy provides all three. The market will understand the change and will reward it with a significant re-rating of equity and a large recovery of stockholder value over the medium-long term.
Debt Structure and Financial Risk: The restructuring will essentially de-risk the company. The capital structure will no longer be risky, due to reliance on aggressive financing, but more prudent one on equity and long-term, fixed-rate debt. The Debt-to-Equity ratio will become industry-relevant, the financial risk profile will reduce by a mile, the credit rating will increase, and the weighted average cost of capital (WACC) will decrease. This produces a self-fulfilling prophecy, and new investments will be profitable.
Operational and Strategic Flexibility:  Strategic renewal starts with a fixed balance sheet. Stopping the cash burn and facing a long-term capital base will afford GE what it has never had: flexibility and capability to act, not merely to react. The management will no longer be limited by dealing with the never-ending crisis of day-to-day liquidity management. This will allow the company to invest in R&D, marketing and the high-value capital projects which are considered in the following section. We will not survive but be in a position to plan and to compete and win.
Ethical and International Considerations: This massive reorganization has immense ethical demands. As part of the stakeholder theory, the divestiture process should be conducted in an open and non-partisan way in which the affected employee is respected. This entails detailed redundancy packages, outplacement services as well as articulate communication. At the international level, an overseas subsidiary sale will be subjected to complex taxation which will need professional planning in maximizing net proceeds. It will also involve complex treasury management to deal with currency risk by accepting a huge amount of money in a foreign currency and repatriating it back efficiently.

[bookmark: _Toc216554278]
Section 4: Investment Appraisal and Capital Budgeting
Following the successful execution of the ambitious restructuring plan General Electronics is to be stabilized and recapitalized. The important next step will be to shift from defence to offence by investing capital in projects that will create future growth and value. However, capital will always be a scarce and precious resource. This section reviews 3 proposed projects under a strict capital rationing environment in order to make the best investment decision, maximizing the shareholder value.
[bookmark: _Toc216554279] 	Evaluation of Investment Projects
Three different investment options have been proposed. Each has been appraised by the application of a suite of standard capital budgeting techniques including the methods that do not take discounting into account, that is, Payback Period (PBP) and Accounting Rate of Return (ARR), and the theoretically superior discounted cash flow (DCF) methods of Net Present Value (NPV), Profitability Index (PI) and Internal Rate of Return (IRR). A discount rate of 10% that represents our estimated cost of capital post-restructuring has been used for all DCF calculations. The findings are summarised in Table 4.
Table 4: Investment Appraisal for Projects A, B, and C
(Full calculations and methodologies are detailed in Appendix D)
	Metric
	Project A
	Project B
	Project C
	Decision Rule

	Initial Investment
	£40m
	£30m
	£50m
	

	Payback Period (PBP)
	3.4 years
	5.0 years
	3.6 years
	Shorter is better

	ARR
	7.00%
	0.00%
	20.00%
	Higher is better

	NPV @ 10%
	£1.33m
	-£7.26m
	£4.22m
	Higher is better (>0)

	Profitability Index (PI)
	1.03
	0.76
	1.08
	Higher is better (>1)

	IRR
	12% (approx)
	0.00%
	14% (approx)
	Higher is better



[bookmark: _Toc216554280] 	Capital Rationing Recommendation
GE is now working under an extreme regime of external, capital market rationing, and internal, decision on the part of the Board, prudently restricting new spending by not more than £60 million. Although the overall nominal investment needed to execute all the three proposals is £120 million, a stringent financial analysis makes our decision-making process far much easier, with non-viable alternatives automatically being ruled out.
The first step in our allocation logic is to reject any project that fails to generate a minimum required return. Project B requires a £30 million investment and returns exactly £30 million in nominal cash flows over five years. Once the 10% cost of capital is applied, this results in a negative Net Present Value (NPV) of -£7.26 million and a Profitability Index (PI) of less than 1.0. As noted by Brealey et al. (2020), accepting a negative NPV project violates the fundamental financial objective of maximizing shareholder wealth. Therefore, Project B is rejected outright, as it effectively destroys capital.
This leaves us with two viable, positive-NPV options: Project A (£40m investment) and Project C (£50m investment). Since our £60 million budget cannot accommodate both projects simultaneously (requiring £90m total), they effectively become mutually exclusive. To resolve this, we utilize the Profitability Index (PI), which measures the "bang for the buck" or value created per unit of investment.
Project C is also more capital efficient with PI of 1.08 when compared to Project A whose PI stands at 1.03. Moreover, due to the limited choice that we are left with, we need to ensure that we create absolute wealth. Project C will create £4.22 million net shareholder value and Project A will create £1.33 million net shareholder value. Selecting Project A will make £20 million of our budget go to waste and result in much lesser returns.
Recommendation: Project C is to be authorized by the Board only. Such a plan leverages the £50 million of our £60 million limit, and it follows the constraint as much as possible but adds total financial value as much as possible to the firm.
[bookmark: _Toc216554281] 	Justification and Risk Analysis
The Project C recommendation is mathematically right, which is in line with the rule of shareholder wealth maximization. The project is most probable to create meaningful new value because it has the highest NPV (£4.22m), IRR (12.82%), and PI (1.08). But the position of a CFO goes beyond numbers to a sensitive feeling of danger, particularly when a company is on a precarious recovery.
A critical analysis of Project C demonstrates that it is associated with a non-trivial risk in its cash flow profile: the latter is substantially backloaded: £5 million in the Year 1, and £25 million in the Year 4. This is a possible liquidity limitation, which is a significant issue when a firm has just come out of a cash flow crisis. By contrast, Project A is less risky in terms of liquidity because it has a lower NPV, shorter payback period (3.40 years), and front-ended cash flows.
Therefore, the final suggestion is conditional and strategic. Although Project C has a superior financial-strategic profile, it has a risk nature that should be proactively managed. Late returns would hamper our recovery unless the restructuring plan as a whole provides adequate liquidity buffer. I would, therefore, advise that Project C be approved by the Board provided that the divestiture and equity injection plan is successfully and earlier developed. This integrated approach addresses the growth opportunity with the highest value but allows the company the financial strength to withstand the cash flow risk in such a critical recovery period.

[bookmark: _Toc216554282]Conclusion
The data-based diagnosis of this report reaffirms how general electronics is lying flat in financial terms. The company appears doomed to failure with a systemic malfunction of profitability, abusive operation inefficiency and consequent liquidity crisis which has eradicated shareholder wealth and risked our survival as shown quantitatively in a decaying Altman Z-Score.
there is a way out of the hole, with integrated and drastic three-branched strategy. First, we will need to implement radical changes in the working capital to halt the unsustainable cash burn. Second, it needs a radical strategic reorganization, with a starting point of disposing of assets that destroy value and a much-needed round of equity financing to rebuild our balance sheet and investor confidence. Third, now that we have a level base, we can focus on expansion, investing wise on Project C giving it a high payoff, even though we have to be cautious about the risks.
The way forward is a hard one that will involve tough decisions, disciplining measures, and an attitudinal change to financial responsibility. It is not a quick fix as this integrated strategy is a clear and actionable roadmap. A careful and timely implementation of the given plan will help General Electronics to come out of this crisis not only as a survivor, but as a more efficient, resilient and strategic business to deliver sustainable and long-term value to our shareholders.
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Appendix A: Financial Ratio Calculations
(This section provides the full workings for the ratios in Table 1)
1. Profitability Ratios

	Ratio
	Formula
	2024
	2023
	2022
	2021
	2020

	GPM
	Gross Profit / Net Sales
	113,994 / 394,879 = 28.87%
	97,560 / 420,457 = 23.20%
	152,292 / 542,751 = 28.06%
	173,016 / 601,602 = 28.76%
	176,256 / 614,680 = 28.68%

	OPM
	Operating Income / Net Sales
	(15,297) / 394,879 = -3.87%
	(85,301) / 420,457 = -20.29%
	14,548 / 542,751 = 2.68%
	23,253 / 601,602 = 3.87%
	37,267 / 614,680 = 6.06%

	NPM
	Net Income / Net Sales
	(24,029) / 394,879 = -6.09%
	(98,238) / 420,457 = -23.36%
	407 / 542,751 = 0.07%
	5,301 / 601,602 = 0.88%
	38,572 / 614,680 = 6.28%

	ROE
	Net Income / Total Equity
	(24,029) / 153,105 = -15.69%
	(98,238) / 178,920 = -54.91%
	407 / 268,406 = 0.15%
	5,301 / 275,949 = 1.92%
	38,572 / 313,301 = 12.31%



2. Liquidity Ratios

	Ratio
	Formula
	2024
	2023
	2022
	2021
	2020

	Current Ratio
	Current Assets / Current Liabilities.
	242,494 / 158,291 = 1.53
	258,851 / 161,148 = 1.61
	338,040 / 216,473 = 1.56
	337,146 / 216,787 = 1.56
	326,843 / 179,510 = 1.82

	Quick Ratio
	(CA - Inv) / CL
	(242,494-79,355) / 158,291 = 1.03
	(258,851-88,273) / 161,148 = 1.06
	(338,040-140,181) / 216,473 = 0.91
	(337,146-134,469) / 216,787 = 0.93
	(326,843-120,430) / 179,510 = 1.15



(...and so on for all other ratios: Efficiency, Gearing, Investment)

Appendix B: Altman Z-Score Calculations
Formula: Z = 1.2X₁ + 1.4X₂ + 3.3X₃ + 0.6X₄ + 1.0X₅

	Component
	Formula
	2024
	2023
	2022
	2021
	2020

	X₁
	(Current Assets - Current Liab.) / Total Assets
	(242,494-158,291)/323,354 = 0.260
	(258,851-161,148)/355,872 = 0.275
	(338,040-216,473)/504,163 = 0.241
	(337,146-216,787)/510,348 = 0.236
	(326,843-179,510)/510,290 = 0.289

	X₂
	Retained Earnings / Total Assets
	208,431 / 323,354 = 0.645
	232,460 / 355,872 = 0.653
	330,698 / 504,163 = 0.656
	330,291 / 510,348 = 0.647
	324,990 / 510,290 = 0.637

	X₃
	EBIT / Total Assets
	(15,297) / 323,354 = -0.047
	(85,301) / 355,872 = -0.239
	14,548 / 504,163 = 0.029
	23,253 / 510,348 = 0.046
	37,267 / 510,290 = 0.073

	X₄
	Total Equity / Total Liabilities
	153,105 / 170,249 = 0.899
	178,920 / 176,952 = 1.011
	268,406 / 235,757 = 1.138
	275,949 / 234,399 = 1.177
	313,301 / 196,989 = 1.590

	X₅
	Net Sales / Total Assets
	394,879 / 323,354 = 1.221
	420,457 / 355,872 = 1.181
	542,751 / 504,163 = 1.076
	601,602 / 510,348 = 1.179
	614,680 / 510,290 = 1.205

	Z-Score
	1.2X₁ + 1.4X₂ + 3.3X₃ + 0.6X₄ + 1.0X₅
	2.83
	2.21
	3.80
	4.04
	4.55



Appendix C: Cash Conversion Cycle (CCC) Calculations
	Component
	Formula
	2024
	2023
	2022
	2021
	2020

	DIO
	(Avg. Inv / COGS) * 365
	(79,355 / 280,885) * 365 = 103.1
	(88,273 / 322,897) * 365 = 99.8
	(140,181 / 390,459) * 365 = 131.0
	(134,469 / 428,586) * 365 = 114.5
	(120,430 / 438,424) * 365 = 100.2

	DSO
	(Avg. AR / Sales) * 365
	(114,182 / 394,879) * 365 = 105.5
	(112,596 / 420,457) * 365 = 97.4
	(112,346 / 542,751) * 365 = 75.5
	(129,215 / 601,602) * 365 = 78.4
	(129,433 / 614,680) * 365 = 76.8

	DPO
	(Avg. AP / COGS) * 365
	(72,031 / 280,885) * 365 = 93.3
	(57,033 / 322,897) * 365 = 64.6
	(71,373 / 390,459) * 365 = 66.5
	(92,707 / 428,586) * 365 = 74.9
	(83,229 / 438,424) * 365 = 69.1

	CCC
	DIO + DSO - DPO
	115.3
	132.6
	140.0
	118.0
	107.9



Appendix D: Investment Appraisal Calculations
This appendix details the calculations for the capital budgeting evaluation of Projects A, B, and C. The analysis uses a discount rate of 10% as stipulated in the assignment brief.
1. Investment Appraisal Summary: Project A
Shared Project Data
	Parameter
	Value

	Initial Investment
	£40,000,000

	Project Life
	5 Years

	Depreciation Method
	Straight-line

	Annual Depreciation
	£8,000,000 (£40m / 5 years)

	Discount Rate
	10%



Net Present Value (NPV) Calculation Details
	Year
	Cash Inflow (£m)
	Discount Factor (@10%)
	Present Value (£m)

	1
	10.00
	0.909
	9.09

	2
	12.00
	0.826
	9.92

	3
	14.00
	0.751
	10.52

	4
	10.00
	0.683
	6.83

	5
	8.00
	0.621
	4.97

	Total
	£54.00
	
	£41.33






Summary of Appraisal Metrics (Project A)
	Appraisal Method
	Final Result
	Calculation & Notes

	Payback Period (PBP)
	3.40 years
	3 years + (£4m needed / £10m Y4 inflow)

	Accounting Rate of Return (ARR)
	14.00%
	Avg. Annual Profit (£2.8m) / Avg. Investment (£20m)

	Net Present Value (NPV)
	£1.33m
	Total PV of Inflows (£41.33m) - Initial Investment (£40m)

	Profitability Index (PI)
	1.03
	Total PV of Inflows (£41.33m) / Initial Investment (£40m)

	Internal Rate of Return (IRR)
	12.02%
	The discount rate at which NPV = 0



2. Investment Appraisal Summary: Project B
Project Data
	Parameter
	Value

	Initial Investment
	£30,000,000

	Project Life
	5 Years

	Depreciation Method
	Straight-line

	Annual Depreciation
	£6,000,000 (£30m / 5 years)

	Discount Rate
	10%



Net Present Value (NPV) Calculation Details
	Year
	Cash Inflow (£m)
	Discount Factor (@10%)
	Present Value (£m)

	1-5
	6.00 (Annuity)
	3.7908*
	22.74

	Total
	£30.00
	
	£22.74


*Note: The Present Value Interest Factor for an Annuity (PVIFA) for 5 years at 10% is 3.7908.

Summary of Appraisal Metrics (Project B)
	Appraisal Method
	Final Result
	Calculation & Notes

	Payback Period (PBP)
	5.00 years
	£30m Investment / £6m Annual Inflow

	Accounting Rate of Return (ARR)
	0.00%
	Avg. Annual Profit (£0m) / Avg. Investment (£15m)

	Net Present Value (NPV)
	-£7.26m
	Total PV of Inflows (£22.74m) - Initial Investment (£30m)

	Profitability Index (PI)
	0.76
	Total PV of Inflows (£22.74m) / Initial Investment (£30m)

	Internal Rate of Return (IRR)
	0.00%
	Since Total Inflow = Total Investment, Return is 0%.



3. Investment Appraisal Summary: Project C
Shared Project Data
	Parameter
	Value

	Initial Investment
	£50,000,000

	Project Life
	5 Years

	Depreciation Method
	Straight-line

	Annual Depreciation
	£10,000,000 (£50m / 5 years)

	Discount Rate
	10%



Net Present Value (NPV) Calculation Details
	Year
	Cash Inflow (£m)
	Discount Factor (@10%)
	Present Value (£m)

	1
	5.00
	0.909
	4.55

	2
	10.00
	0.826
	8.26

	3
	20.00
	0.751
	15.03

	4
	25.00
	0.683
	17.07

	5
	15.00
	0.621
	9.31

	Total
	£75.00
	
	£54.22



Summary of Appraisal Metrics (Project C)
	Appraisal Method
	Final Result
	Calculation & Notes

	Payback Period (PBP)
	3.60 years
	3 years + (£15m needed / £25m Y4 inflow)

	Accounting Rate of Return (ARR)
	20.00%
	Avg. Annual Profit (£5m) / Avg. Investment (£25m)

	Net Present Value (NPV)
	£4.22m
	Total PV of Inflows (£54.22m) - Initial Investment (£50m)

	Profitability Index (PI)
	1.08
	Total PV of Inflows (£54.22m) / Initial Investment (£50m)

	Internal Rate of Return (IRR)
	12.82%
	The discount rate at which NPV = 0
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Figure 1: GE Profitability Collapse (2020-2024)

This chart illustrates the dramatic fall in GE's Operating a Net Profit Margins, =}~ Operating Margin %

highliging the catarocpic impact of he 2023 goodwill impairment.
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Figure 2: Gearing Crisis - Total Equity vs. Total
Liabilities (2020-2024)
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Figure 3: Altman Z-Score Decline into Caution Zone (2020-2024)

“This chart visually tracks GE's 2-Score falling from the “Safe Zone"
“Grey Zone" , quantifiizing the increasing probablity of bankrpincy.
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Figure 4: Analysis: Cash Converstion Cycle (CCC) in Days (2020-2024)
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